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RESULTS HIGHLIGHTS

e Turnover increased by 39.0% to HK$870,910,000,
breaking all time high records for three consecutive
years

e Net profit rose by 67.2% to HK$61,949,000, breaking
all time high records

e Basic earnings per share rose by 69.2% to HK16.78
cents

e Proposed final dividend of HK2 cents per share
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REVIEW OF RESULTS

The Group continued to achieve remarkable improvements in
its financial and operating results for the year ended 31
December 2004 (“FY2004"), despite a relatively stable global
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The Group’s turnover for the year amounted to HRZEBEEFHES70,910,0008 T @ LFHE

HK$870,910,000, representing a year-on-year growth of 39.0%. £ 39.0% : £ 190,556,000/ 7x @ # K

Gross profit amounted to HK$190,556,000, representing a
growth of 26.0%. However, in terms of gross margin, it reflected
a drop from last year’'s 24.1% to this year’s 21.9%. This drop
primarily reflects the global pricing pressures from customers
of electronic components as well as the increasing prices for
certain critical raw materials. To compensate for the reduction
in gross margin, the Group continued to put efforts in
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rationalizing its selling, distribution and general administrative
expenses. This is evidenced by the significant growth in the
Group’s net profit attributable to shareholders from last year’s
HK$37,053,000 to FY2004’s HK$61,949,000. This represented
an increase of 67.2% from last year. Net margin also improved
to 7.1% from last year’'s 5.9%. Basic earnings per share rose
to HK16.78 cents, representing an improvement of 69.2% from

last year.

In view of the satisfactory performance in FY2004, the Board
is pleased to resume dividend payment and, accordingly, is
proposing a final dividend of HK2 cents per share.

REVIEW OF OPERATIONS

FY2004 was a challenging but rewarding year for the Group. The
Group achieved significant growth in turnover through its growth
of the OEM business with global renowned electronic brands
and expansion in the market share for our “Samxon” brand, an
in-house developed brand representing high-quality and high-
technology. The Group has also realigned its product mix by
putting more emphasis on high-valued aluminium electrolytic
capacitors. The application of our electrolytic capacitors can
found

now be in computer

motherboards, CRT monitors,
display cards, power supplies,
adaptors, photo flashes, ballasts,
DVDs,

loudspeakers, LCD television sets

air conditioners,
as well as mobile phone battery
chargers. We will continue our
efforts to maintain a high degree of
production flexibility and to improve
production efficiency in order to

remain competitive in the market.

From the geographical perspective, the Group experienced
strong growth in all regions, particularly in Greater China
(including Taiwan) and Southeast Asia. Turnover for Greater
China (including Taiwan) grew by 41.1% to HK$694,489,000
during the year. This was mainly attributable to the increase in
sales to our Taiwanese customers by 53.1% from
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HK$223,893,000 to
HK$342,741,000. Sales to
Hong Kong and Mainland

Chinese customers
increased mildly from
HK$127,911,000 to
HK$135,127,000 and from
HK$140,264,000 to
HK$216,621,000
respectively. Sales to
Southeast Asian
customers also increased
from HK$93,800,000 to HK$108,430,000. Sales to other
countries, mainly Korea and certain European countries, also

increased from HK$40,585,000 to HK$67,991,000.

From the investment perspective, the Group acquired the
remaining 18.33% interest in Wuxi Heli Electronic Co., Ltd
(“Wuxi Heli”) on 30 December 2004. Following this acquisition,
Wuxi Heli became an indirect wholly owned subsidiary of the
Company. This acquisition will allow the Group to strategically
grow its operations in the Wuxi areas with higher degree of
flexibility and efficiency.

LIQUIDITY AND FINANCIAL RESOURCES

At 31 December 2004, the Group’s gross borrowings in terms
of bank loans and finance leases amounted to HK$229,849,000
(2003: HK$202,510,000), of which HK$152,947,000 was
repayable within one year, HK$66,902,000 was repayable
between one and two years and HK$10,000,000 was repayable
between three and five years. After deducting cash and cash
equivalents (including non-cash equivalent deposits) of
HK$50,961,000 (2003: HK$49,416,000), the Group’s net
borrowing amounted to HK$178,888,000 (2003:
HK$153,094,000). Shareholders’ equity at the year end stood
at HK$325,525,000 (2003: HK$259,619,000). Accordingly, the
Group’s net borrowing to shareholders’ equity ratio improved
from last year’s 59.0% to this year’s 55.0%.
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The Group generated a net cash inflow from operating activities
of HK$61,664,000 (2003: HK$18,670,000) during the year under
review. In addition, the Group also obtained a net cash inflow
from financing activities of HK$27,646,000 (2003: HK$97,820,000)
mainly through the drawdown of new bank loans amounted to
HK$48,663,000 (2003: HK$198,068,000). The above cash inflows
were partly consumed in investing activities, mainly the purchase
of fixed assets amounted to HK$79,486,000 (2003:

HK$79,465,000).

Profit before interest, taxation,
depreciation and amortization
(“EBITDA”) for FY2004 was
HK$112,292,000 (20083:
HK$74,112,000), representing
an increase of approximately
51.5% as compared to that of
last year. Interest coverage
expressed as a multiple of
EBITDA to
expenses improved to 15.9
times (2003: 13.8 times).

total interest

Capital expenditure incurred on the purchase of fixed assets for
FY2004 amounted to HK$79,486,000 (2003: HK$96,216,000),
representing a decrease of approximately 17.4% as compared to
that of last year. This was funded by internally generated
resources, finance lease payables and long term bank financings.

The Group conducts its business transactions mainly in Hong
Kong dollars, Renminbi, United States dollars and Japanese yens.
As Hong Kong dollar is pegged to United States dollar and there
has not been major fluctuation in the exchange rate between
Renminbi and Hong Kong dollar, the Group has not experienced
any significant exchange risk arising from these currencies.
Forward foreign exchange contracts were used by the Group to
hedge against its exposures arising from Japanese yen. The Group
also entered into interest rate swap contracts to partially hedge
the interest payable in the loans stated above. Credit risk was
hedged through export credit insurance coverage.
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 December 2004, the Group had capital commitments,
which were contracted but not provided for, in respect of
construction in progress of HK$11,343,000 and plant and
machinery of HK$7,025,000.

As at 31 December 2004, the Company had issued guarantees
amounting to HK$483,857,000 in respect of banking facilities
and finance lease contracts granted to its subsidiaries.

EMPLOYMENT AND REMUNERATION POLICY

At 31 December 2004, the Group
had 93 employees (2003: 79)
located in Hong Kong and
employed a total work force of
(20083:

3,288 ) inclusive of its operations

approximately 3,676

in Mainland China and overseas
Total
increased mainly due to the

offices. headcount
expansion of existing production
facilities, both in Dongguan and
Wuxi,
order demands. Salaries, bonuses and benefits to employees

to meet increasing sales

were determined with reference to market terms and the
performance, qualification and experience of individual
employees.

PROSPECTS

The Group participated in certain trade fairs and exhibitions in
Hong Kong, Mainland China, Europe and the United States in
2004. Through the participation in such trade fairs, the Group
can further expand its already enlarging customers base and
business opportunities. In FY2004, the Group saw certain
successes in building up new customers base in Korea, Japan
and Greater China. Going forward, the Group will further expand
its business in the regions where it is strong at and in new

territories such as North America, South America and Europe.
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In 2005, one of the key focuses of the Group is to expand its
production capacities to meet rapidly expanding sales orders.
In this regard, a new manufacturing facility in Wuxi will be
operative by mid 2005. This will eventually increase our
production capacity in Wuxi area from 80,000,000 pieces a
month to 200,000,000 pieces a month. In Dongguan area, the
Group has also planned to expand its present production
capacity. A shareholders’ agreement has been entered with
other joint venture partners in January 2005 to co-develop an
industrial estate in Dongguan. Upon completion of its
construction, the manufacturing facility will be leased to the
Group. This new facility will enable the Group to eventually
enlarge its Dongguan’s production
capacity from 450,000,000 pieces a
month to 650,000,000 pieces a
month. All in all, the Groups’ total
production capacity is expected to
increase significantly upon the
completion of the abovementioned
projects. These expansion projects
will be funded primarily by the
Group’s internal resources. Bank
loans may also be obtained to fund
part of these projects as and when
needed.

Research and development capability is a key to the success
in the product innovation and diversification. In this regard,
the Group signed a cooperation agreement with the renowned
Qinghua University in PRC, a leading Chinese university
specializing in electronic and chemical engineering. Through
this cooperation agreement, the Group will be able to develop
more innovative products at lower costs than before.
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