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On behalf of the Board of Directors, | am pleased to
present the annual results for the year ended 31 March
2004 to our shareholders.

For the year ended 31 March 2004, the Group's turnover
totaled HK$3,299 million, representing an increase of
7.3% over that of last year. Net profit for the year
increased by 10.4% from the previous financial year to

achieve approximately HK$245 million.

The Board of Directors has recommended a final
dividend of HK8.5 cents (2003: HK8 cents) per share
for year ended 31 March 2004. Together with the interim
and special dividends paid during the year, total
dividends per share for this year amounted to HK23.5
cents, which represents 67.9% increase as compared
to HK14 cents per share for last year. The dividend will
be payable on or about 6 October 2004 to shareholders
of the Company whose names are on the Register of
Members on 10 September 2004.

The 2004 financial year was remarkable for the Group.
The Motorcycle Division had been discontinued and
disposed of during the year and the Motorcycle Division
had incurred a loss of about HK$8 million prior to its
disposal.

The Group also faced a difficult global economic
environment for manufacturing business, including a
substantial escalation in global commaodity prices and
economic down-turn due to the outbreak of Severe
Acute Respiratory Syndrome ("SARS") in the first quarter
of the financial year.

Despite these challenging market conditions, the Group
achieved satisfactory growth in sales revenue and net
profit for the year. Total sales for the year ended 31 March
2004 reached a record of approximately HK$3,299 million,
up 7.3% as compared to that of last year. Net profit for
the year increased by 10.4% comparing with the
previous financial year and amounted to approximately
HK$245 million.
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The Electronic Manufacturing Services ("EMS") Division
was the principal operation of the Group and accounted
for 99% of the Group's total turnover. With the disposal
of the non-core Motorcycle Division in September 2003,
the Group has become a pure EMS player in the industry.
Turnover reached approximately HK$3,272 million, an
increase of 14.2% over the last financial year as export
sales of home audio products continued to surge.

The Group's sales during the first quarter of the financial
year was affected by the outbreak of SARS, resulting
in mixed and hesitant pattern of demand. In the second
quarter of the financial year, trading conditions picked
up rapidly as the spread of SARS epidemic was well-
controlled and the recovery of consumers' confidence
brought back a general strong demand for consumer
electronics products.
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Sales of home audio products remained the Group's
core business. During the year, the Group further
expanded its market share through launching of new
products with popular designs and features. Moreover,
the Group is able to provide high-quality, cost-
competitive products to its global customers.

The Group has also developed a wide range of digital
related products including 3CD changers, stand-alone
DVD players, DVD combos and home theatre systems.
It is the Group's strategy to be ready for numerous new
products developments but to consider mass production
of these consumer electronics products only when their
respective retail entry price levels become generally
affordable to mass market consumers, and their
materials and production costs can be well managed
and controlled.

The America remained as the Group's major market.
Sales from the America amounted to approximately
HK$2,038 million, accounting for 61.8% of total turnover
of the Group. The Group derived approximately 24.7%
of its total turnover from Europe, which totaled to
approximately HK$813 million, an increase of 21.5%
as compared to the previous financial year. The sales
also benefited from a stronger Euro currency compared
to the US dollar, which led to a relatively higher
purchasing power of the European customers as most
of the Group's sales to them are denominated in US
dollar.

The Group has consistently applied a vertical
integration strategy to leverage from the economies
of mass production scale, which enables the Group
to achieve high operational efficiency and stringent
cost controls. The Group has expanded its plastic
injection capacity and surface mount technology
("SMT") capacity through the acquisition of 116 sets
of plastic injection and 13 SMT machines. Total capital
expenditure increased by approximately HK$218 million
during the year, of which approximately HK$80 million
was spent in the development of the Qingyuan
Industrial Estate. The Qingyuan Industrial Estate
measures about 660,000 square metres and about
300,000 square metres production area has been developed.
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Currently there are 17 assembly lines in the Qingyuan
Industrial Estate, an increase of production capacity by
25%. The Group acquired plant and machinery of
approximately HK$83 million for production enhancement
and invested approximately HK$27 million on moulds.

The Motorcycle Division was a non-core business of
the Group.

In view of the relatively weak performance of the
Motorcycle Division and its challenging operating
environment, the Group disposed of the Motorcycle
Division to City Harvest Limited at a consideration of
HK$63,892,000 (the "Disposal"), resulting in a loss on
the Disposal of HK$67,000 during the year. Details of
the Disposal were disclosed in the Company's circular
dated 15 August 2003. The proceeds from the Disposal
were utilised to pay a special dividend of HK8 cents
per share to the Company's shareholders whose names
appeared on the Company's register of members on
30 September 2003.

The general business outlook for the Group is positive,
amidst the highly competitive business environment.
Shortage of electricity supply in China, the austerity
measures recently implemented in China, rising material
prices, and possible interest rate increases may have
an impact on the Group's business in the coming year.
The Group has implemented the following measures
to reduce the possible impact.

- Currently, the Group has 4 sets of fuel oil power
generators in Dongguan Ngai Lik Electronics City. The
Group will further acquire 1 set of fuel oil power generator
to meet the demand for productions.

- With the completion of the first phase of Qingyuan
Industrial Estate, the Group will further expand the
manufacturing capabilities in surface mount technology
("SMT") and plastic injection operations by 20% in each
of the operations, which can further reduce the sub-
contracting charges.
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17 production lines in the new
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- The Group has adopted a flexible procurement policy
and raised up the inventory level for certain parts and
components on a very cautious way.

- The Group is reviewing its banking facilities to re-
arrange its loan portfolio with more preferable lending
terms from its major bankers to reduce the overall
borrowing costs.

Looking forward, the mass market of audio products
will remain the major source of profit contribution for
the Group. The global consumer market for audio
products is expected to grow steadily and the high
fidelity digital formats of MP3, DVD and enhanced CD
technologies are expected to be the key drivers of
market growth. In spite of keen market competition in
the consumer electronics markets, the Group will
continue to develop new products and uphold stringent
quality control on its products. Order placements from
existing customers are promising. The Group is confident

that sales will continue to rise in the foreseeable future.
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Currently, production capacity at Dongguan Ngai Lik
Electronics Industrial City is fully utilised. With the
completion of the first phase of the Qingyuan Industrial
Estate, the Group expects to achieve greater synergies
between its two production plants and to benefit from
economies of scale. Approximately 45% of the 660,000
square metres Qingyuan Industrial Estate has been
developed.

The Group is also planning to further expand its vertically
integrated operations of manufacturing corrugated
papers, rubber parts, 3.5 inch and 4 inch speakers,
connectors, cassette deck motors, labels, packaging
materials and upgrade the single layer PCB operations
as well. The Group will also add stamping presses and
dies, CNC machinery for moulding operation. The Group
will further automate and enhance the plastic injection
operation by installation of robots, and use of auto-
spraying equipment with C10,000 cleaning room.

While the Group is well positioned to supply quality
goods at affordable prices to its customers, it always
aims at increasing its market share and maintaining its
competitive market position through continuous
development of new products. New digital products,
including LCD TV with DVD players, advanced version
of portable DVD players and Microdrive MP3 players
will be launched to the market in the future.

After the disposal of the Motorcycle Division, the Group
will re-deploy all management resources to focus on
its EMS business. The Group is dedicated to further
strengthening its leading position in the consumer
electronics market and maximizing its return for the
shareholders. To achieve these goals, the Group will
continue to invest in product development, technology,
design, marketing and our people. The Group will also
expand the production capacity and broaden its
customer base, while effectively controlling and reducing
its costs through further expansion of its vertically
integrated operations.
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As at 31 March 2004, the Group had approximately
157 employees (31 March 2003: 139) in Hong Kong
and Macau and approximately 34,800 employees
(29,000 in Dongguan and 5,800 in Qingyuan) in the
PRC (31 March 2003: 26,000). The increase in the
headcount in the PRC was the result of further
expansion of the Group's production capacity and
its vertically integrated operations in the PRC. The
remuneration packages are generally structured with
reference to market conditions and the qualifications
of the employees. The salaries and wages of the
Group's employees are normally reviewed on an
annual basis based on performance appraisals and
other relevant factors. Bonuses are normally paid to
management staff based on individual's merits as
well as the results of the respective companies with
which the staff work for.

Staffs benefit plans for the Hong Kong staff include a
provident fund scheme and medical and life insurance.
The Group also maintains a share option scheme, under
which options may be granted to employees, to
subscribe for shares in the Group. This share option
scheme is designed to give employees both an incentive
to perform and a stake in the Group.

On behalf of the Board, | wish to take this opportunity
to express sincere gratitude to our management team
and staff for their efforts in pursuance of excellence,
which held cultivate the growing momentum of the
Group. The Group will continue to offer the best and
most-needed products and services to its customer,
which is believed to bring satisfactory returns to our
shareholders and investors.

By order of the Board

Lam Man Chan
Chairman

Hong Kong, 12 July 2004
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