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On behalf of the Board, | am pleased to present to our shareholders the Group's satisfactory and encouraging
results for the year ended 31st March 2001. 2001 marks the 25th anniversary of the Group and our various

development during the year under review makes this occasion both meaningful and joyous.

RESULTS AND DIVIDENDS |

The Group's turnover amounted to HK$2,947,967,000, representing a 8.2%
increase over that of 1999/2000 financial year. Profit attributable fo
shareholders was HK$ 190,289,000, showing an encouraging increase of

24.1% over last year.

The directors recommended the payment of a final dividend of HK3 cents per
share for the year ended 31st March, 2001, which makes total dividends of HK4.5 cents for this financial

year, which is the same as that of HK4.5 cents for the previous year.

BUSINESS REVIEW

The Electronics Manufacturing Services (“EMS”) Division

Notwithstanding the worldwide shortage of electronics manufacturing components and the rise in material costs
during the year under review, the EMS division still aftained a record high turnover and profit, demonstrating the
flexibility as well as capability of the Group to face challenges over times. Turnover amounted to HK$2,647,880,000,
accounting for about 89.8% of the Group's turnover whilst the gross profit amounted to HK$282,101,000, an




Our Mission

is to become a leading global
player in Electronics Manufacturing
Services (EMS) industry and
prominent market player in

the motorcycle industry
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increase of 19.6% over
1999/2000 financial
year. The 16.5% increase
in turnover from last year
was mainly attributed to
the strong sales of home
audio products in both the
U.S. and

European market segment

Europe.

accounted for 18.4% of total turnover of the division, a 28.0%
increase over that of the prior year, whereas sales to North
1.0% and accounted for 60.6% of total

sales of the division. The successful yield in the Group results was

America increased by 1

considerably due to the adoption of market segments diversification
strategy on one hand and the enhanced business relationship
with the worldwide customers. Wal-Mart continues to be our
largest customer in the U.S. and this is the 5th year for our Group

to receive the “Vendor of the Year” award from Wal-Mart.

During the year, the Group continued its commitments to product
development, expansion and refinement by adding new product
lines and new models. A number of new models were
successfully introduced to our existing products range. Digital
camera was warmly welcomed by the market and a new
generation of portable DVD player is also in the pipeline
pending launch. This demonstrates the Group's insight in product
development and enhancement as well as its research and
development capability, both contributing to profit stability of

the Group in a longer term.

Manufacturing and capital expenditure

The Group has established an unique low cost production
platform in its Dongguan Industrial City with production floor
area of more than 200,000 square metres. There is a high
degree of vertical integration in the manufacturing process of
electronics products ranging from self-supply of electricity,
components manufacturing, mould-making, spray painting and
silk screening and printing processes. Total capital expenditure
for the year was HK$ 164 million, out of which HK$54 million

was invested in the construction of a new factory building,

MPIELEFO0.6% - REBEEEIRE 2
TERAR/AKE-—TEETRTSRE
BEREBIEZTILER Mx—7
B ARETAEEREGMERS M2
BEPREYEMEREZBE - WalMartii 4
KSR EEEXBZEAER - MAK
B E R FEERBEWa-Martz [ REMHE
Bl e

EAFERN  AEERERIATERR
MUESFAZER  #BBOIRER
BR BAXBRREAEREER - A%
EREZEMRINITELKNMAZE
MR - MSHABRARIRER
o MAKREREGHELHT R ZFREK
BEHRE - - EIAKRERATHERE
REAMMENAMER T AHEEE N 2
EH o RGEME  HMBEEHBTESHD
REANEEZ @ F HR -

HERBFHAX

REBERZTIEHRARY T —EBR
BRAELEEREN  HAEDRHEB
200,000 75K « AEEREEFEMY
ﬁ%%?iﬁ%AZEFkﬁ'&ﬁé
THEEN  RETH  RHERARE  H
L‘ﬁ%mm ETRERBIRE - NFE
WZ£ZK'IE§2W@%E7% 64,000,000

» Heh 54,000,000 T AEE R =T
EE%M%~@%&EIﬁ;o$%I
BEE—JTRALESRD  TBHAT
51,000,000 Tl AR Kk ikes - HH



Chairman’s Statement

dormitories and staff canteens in Dongguan. The Group also
acquired plant and machinery of HK$51 million for the purpose
of its production enhancement through the addition of more

than 20 sets of plastic injection machines, 2 sets of power

generators, and certain surface mount machines.
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The Motorcycle Division

The sales turnover of this division dropped by 33.6% fo
HK$300,087,000. This was mainly due to an intentional
change in business direction initiated by the Group during the
year under review. In view of the high competition in the
motorcycle engine market, the Group has shifted its focus to
design and sell assembly sefs of motorcycles and the Group
believed that this production shift should be beneficial in the
long term. Although the motorcycle division was facing a difficult

the division still recorded a gross profit of

HK$42,715,000.

year,

The Group plans for the
construction of a new plant in
Dongguan, the PRC with a gross
floor area of approximately
20,000 square metres. With the
completion of Phase One of the
construction, the production
capacity of motorcycle s
expected to increase from 4,000

sefs to 20,000 sefs per month.

The first production line of complete sef of motorcycle is expected
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The Group also places focus on its brand strategy. lts own

brand “Tontse” successfully captured a significant share in the

middle and upper-middle class of the PRC motorcycle market.

Liquidity and financial resources

The Group reported improved liquidity and balance sheet
position as illustrated by its brilliant results achieved for the
year. At year end, the Group's

net current assets have further
increased from HK$223 million
to HK$297 million. Cash
on hand and total

borrowings amounted to

HK$133 million and HK$223
million respectively. Net debt
balances of HK$90 million increased by
HK$4 million in the year. This represented a net debt to equity
ratio of 0.12 [2000: 0.14). The interest coverage ratio of the
Group's profit before interest, tax, depreciation and amortization
(EBITDA) to total interest expenses was 12 times in 2001,
compared to 10 times in 2000. Shareholder's funds at balance
sheet date were HK$761 million (equivalent to HKQ6 cents
per shares), increased by HK$151 million over last year.

Most of the Group's sales and purchases are denominated in
US dollar and HK dollar. The Group considered its foreign
exchange exposure is adequately managed, since the HK dollar

is pegged to US dollar. In this regard, the Group does not

commit to any exchange rafes hedge.

Employee information

As at 31st March 2001, total numbers of employees of the
Group were approximately 133 in Hong Kong (2000: 130)
and approximately 20,000 in the PRC (2000: 24,000).
Remuneration packages are generally structured by reference
to market terms and individual qualifications. Salaries and
wages are normally reviewed on an annual basis based on
performance appraisals and other relevant factors. Bonuses
are normally paid to management staff based on individuals’

merits as well as the results of the respective companies.
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Staff benefit plans maintained by
the Group for the Hong Kong
staff include a provident fund
scheme, as well as medical and
life insurance. In the PRC, the
Group provides free medical
tfreatment, free lodging, free
enterfainment and meal subsidy

to all employees, and life insurance for certain employees.

The Company maintains a Share Option Scheme, pursuant to
which share options are granted to selected eligible executives,
with a view to providing senior management with an

appropriate incentive interest in the growth of the Group.

PROSPECTS

EMS Division
The Group is committed fo the provision of low cost and good
quality products to our customers and the continuous
development of new models for existing products to meet the
growth in demand and to maintain our competitive position in
the market. In future, the Group will focus more on the
development of new generation products such as new models
of digital cameras, MP3 embedded CD players and internet
DVD players. These products provide aftractive profit margins
and are clear demonstration of the Group’s technology edge.
Besides these digital products, conventional audio products
will still be the major profit contributor to the Group. Relationship
with Wal-Mart will become closer and more amicable. Our
other major customers including Alba group, Quelle and
Kingfisher also poses good market potential, especially when
the electronics industry is under further consolidation, orders
will tend to flow to strong and major companies which can
offer more competitive price
and delivery terms. Moreover,
the Group has successfully
solicited three renowned
customers in Germany

and Korea.
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The US economy is slowing down and the -
ONOEvTLaL

buyers are more cautious when placing orders.
However, the Group's satisfactory
achievements in the year under

review is a solid proof of our ability to

initiate effective policies fo capitalize on any
possible business opportunities. The Group will
endeavour fo minimize the adverse effects of the unfavorable
global economy by utilising its sold experience in the industry and

flexible marketing strafegies.

Our marketing strategies will be to place more focus on sales
to European customers, participate in industry exhibitions,
provide comprehensive after sales services and explore
emerging markets. The Group will also exert efforts in promoting
the Original Equipment Manufacturing ["“OEM”) and the Original
Brand Manufacturing ("OBM"] businesses.

Motorcycle Division

The Group will focus on enhancing quality, manufacturing
capacity, image and production flexibility in the coming year.
Apart from the existing four-stroke 100cc, 125cc, 150cc and
175cc engines, complete set of motorcycles will become one
of our main profit generators and the Group will commence a
series of image building campaigns for its own brandname

“Tontse”.

The Group also believes that, upon China’s accession to the
World Trade Organisation [WTO), full trading and distribution
rights will be given to foreign companies. In this regard, the
Group will further explore the PRC market to secure a larger
market share for its products in a cautious and steady manner.
On the other hand, the Group envisages its
motorcycle export business to boom. In the
infernational market, our products enjoy distinct
price advantage and our initial markets are

Argentina and Indonesia.

Looking ahead, the Group’s two business

divisions are each executing business plans

KB LR R E
MEREHELTERY
| BAEEE - Bt K
| REEAFERIERGE
BKE—F BRAEH
AEERETZHRRIER
BRI BB -
EAGEXEAZEERRNBARE
MHERE > AREERNEERERE2R
RETRRAGRKZABZE -

AEBZEHRESEMBEEBMNEP
RFER S2NIXRES  RH2E
MERKREMNEFMNENE - AEE TR
HeBHHERERRBERE(TOEM) KR
bR BLE (TOBMI) K 75 »

EEEBM

AEBESEERFRHIRAEREER -
HERN FREREEEEL -KREAR
Z PR 100cc ~ 125¢cc 150cck 175¢cc
SIZH - HEEEHETERMNMESKS
BRARBZEZHMNKRz— A
SETTHEE R AT 2 [Tontse] inhé 5 46 1
T—ERZERRZEEE -

AEETRE EFEMAERESHE
B(EEES) 2% SERFKE R
EESESRDHEEN - EME - K
SEKENBERZEERSRARTF
B

EERRNGZEMFRMEKRZ
MBEEER - 57
—hE - AN
SEZEEHH
O X555 & % 8
BT - FEBIFR T
HE - AEEZ
EE mn AR A (B
07 mEhEE



Chairman’s Statement

that emphasize a combination of increasing sales to existing
and new customers, as well as introducing new products fo
penefrate new market segments. While the current economy
in North America is undergoing
a period of uncertainty, we are
confident that our spread of product
range and geographic markets

will deliver solid result in the

coming financial year.

The prospects for margin improvements in the coming year are
also positive despite a general decline in selling prices. Among
other factors, the support from our critical components suppliers,
our own production of double layer printed circuit boards in
June 2001
make additional contribution to the Group's profits. With regard

and the increase in plastic injection capacity will

to the motorcycle division, we also anticipate a rapid and
positive impact on operating margins once the new motorcycle

factory commence operation in the third quarter of 2001.

APPRECIATION

Finally, on behalf of the Group, | would like to express our
gratitude to our shareholders and business associates for their
support and fo our employees for their continuing loyalty, hard

work and dedication to the Group.
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By Order of the Board
Lam Man Chan

Chairman

Hong Kong, @th July 2001
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