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On behalf of the Board of Directors, | am pleased
to present the annual results for the year ended 31

March 2003 to our shareholders.

RESULTS AND DIVIDEND

For the year ended 31 March 2003, the Group's
turnover totalled HK$3,074 million, representing
an increase of 8% over that of last year. Net profit
for the year increased by 4.5% from the previous
financial year to achieve approximately HK$230

million.

The Board of Directors recommended a final
dividend of HK8 cents per share, together with the
interim dividend paid during the year, amounting
to total dividends of HK14 cents per share for this
year, which represents 7.7% increase as compared

to the HK13 cents per share for the previous year.
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BUSINESS REVIEW
The Electronics Manufacturing Services (“EMS”)
division

The business environment in the Group’s major
markets was generally affected by the political and
economic uncertainty during the year under review.
Economic conditions were particularly weak in the
period preceding the US-Iraq war and have yet to

demonstrate obvious signs of recovery.

The outbreak of Severe Acute Respiratory Syndrome
(“SARS”) has caused serious concerns, particularly
for the business environment in the People’s
Republic of China (“PRC”), including Hong Kong.
The Group has effectively implemented certain
preventive measures to minimize potential risks to
the health of our staff and workers and to the

Group's operation.

Despite the weak economic climate, the Group

attained solid growth in sales turnover.

The EMS division, which contributed approximately
93.2% of the Group’s sales turnover, achieved a
revenue of HK$2,865 million (2002:

HK$2,639 million), representing an increase of

total

8.6%. The steady performance in sales turnover
reflected consistent demand for low cost electronics
products in the mass market segment. Home audio
products were still the Group’s core business and
the Group successfully expanded its business in
digital related products, including MP3 discman
and DVD players. Certain high-valued digital
products, including DVD combos and home theatre
systems, were launched to the market in June 2003
and market response has been very positive. It is
the Group's strategy to move towards higher-margin
products and to increase its market share on a
steady basis while maintaining its leading position

in the mass market of home audio products.
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During the year under review, the US was still the
major market for the Group. The American market
accounted for 59.4% of total turnover and European
sales continued to grow satisfactorily, which
increased 27.5% compared to last year, and
accounted for for 21.8% of total turnover. During
the year, the Group also solicited a number of
new customers including a leading German retailer,
a major international importer and a leading local

electronics conglomerate.

In March 2003, the Group upgraded its 1SO 9001
quality system to the latest year 2000 version,
illustrating the Group’s strong commitment to
upgrading and improving its quality system and

operations.

Vertical integration strategies

The Group’s key competitive advantages are its
low-cost, efficient and large-scale manufacturing
platform in the PRC and the distinctive capabilities
derived from running a highly vertically-integrated
operation. A large majority of components are
produced in-house including metal and plastic
parts, transformers, PCB, polyfoam and printing.
The operation of fuel-oil power generation facilities
also ensured power cost savings and reduced the
impact of soaring petroleum prices triggered by
the US-Iraq war during the year. The Group
continued to diversify its vertically-integrated
production bases and its new component
manufacturing operations include electroplating,
production of springs and flexible circuit boards.
Certain advanced SMT and CNC moulding-

machines were also added.

Total capital expenditure was HK$215 million, out

of which HK$98 million was invested in the
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development of Qingyuan Ngai Lik Industrial
Estate. The Group also acquired plant and
machinery of HK$38 million for the purpose of
production enhancement and invested HK$20

million in moulds.

The Motorcycle division

Despite the increasingly competitive motorcycle
market in the PRC, the division’s sales turnover
was HK$209 million, which is comparable to the
previous year. The motorcycle division faced a
difficult year and the market conditions were further
aggravated by the recent outbreak of SARS in the
PRC. During the year, the Group implemented
various cost reduction measures and recorded a
gross profit of HK$10 million, representing a 48%
decrease compared to last year. The floor area
occupied by the motorcycle plant has been
reviewed and about two thirds of its total usable
floor area has been either reclassified as investment
properties or reallocated to the production

operations of EMS division.

The Group considers the motorcycle division as
its non-core business and will continue to strictly
control future capital spending therein. The Group
continues to actively review available strategic

options relating to the motorcycle division.

Employee information

As at 31 March 2003, the Group employed a total
of 139 employees in Hong Kong (2002: 143) and
approximately 26,000 employees in the PRC (2002:
23,000). The increase in headcount in the PRC
resulted from further expansion in the production
and vertically-integrated operations in the PRC.
Remuneration packages are generally structured by

reference to market terms and individual

NTER « REBTNAE #1E38,000,0008
TZBENKEIEETREEZA  URIEE
#{E20,000,000/ T 2B A -

BEHAM
BEPHEESEEMESSI Y KEEEE
B P95 4%15 209,000,000 T 2 SHEH -

HAFHE BEHMFIHUEHEN—F
ifil 7735 3R 3% 52 5 B o B B U B 3F SR A fi K
TEMmME—FTBL - FRN - FEECEES
TEBIR B AN TR b8 - & #8215 7 10,000,00078
TLZEF  BEFTE48% o EEH TG

ERZIMEERE =92 M AL
BEECENIEAREMERENDEES
EMSE Pz EEECH °

AKECHEERRMIIAREE 2 D
% ITREEREIEHERRZESR
X AEEEEREGEEE - EEEHHM
MR AT TR

EEEHR

RZZE=F=A=1+—H  A5EREE
CEEBHEEBI139R (ZTEEZF : 143
2) MRAPEABZEELHAN A
26,000% (ZZZ =4 : 23,000%) © EEH
Ez;lﬂmmﬁ—*%)%}fﬂPZiF&i
ERAEERE - We —RBEMHITE
ERETEREMETE - %ﬁﬁ&rﬁ—fﬁxﬁé
FREXFTEREMEBRREL R

BOIESE

c B AR QA



12

CHAIRMAN’S STATEMENT ¥ Ji§ #it 4 &

qualifications. Salaries and wages are normally
reviewed annually based on performance appraisals
and other relevant factors. Bonuses are normally
paid to management staff based on individual merit

as well as results of their respective companies.

Staff benefit plans for the Hong Kong staff include
a provident fund scheme and medical and life
insurance. The Company also maintains a Share
Option Scheme, under which options may be
granted to employees, to subscribe for shares in
the Company. This Share Option Scheme is
designed to give employees both an incentive to

perform and a stake in the Company.

PROSPECTS

Looking forward, 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 the key drivers of
market growth. Order placements from existing
customers are promising. Despite the keen market
competition in the consumer electronics markets,
the Group is confident of achieving another solid

performance in the coming year.

With the gradual completion of the Qingyuan Ngai
Lik Industrial Estate in the PRC, the Group expects
greater synergies and benefits from economies of
scale. The first phase of construction of Qingyuan
Ngai Lik Industrial Estate will be put into use during
the third quarter of 2003 and production capacity
is expected to increase considerably. This year,
the Group plans to manufacture corrugated papers,
rubber parts, 3.5-inch and 4-inch speakers,

connectors, labels, paper packaging and also to
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upgrade its single-layer PCB operation. Moreover,
the plastic injection capacity should increase
substantially through the increase of several new

injection machines.

The Group is committed to providing quality goods
at affordable prices to our customers and
continuous development of new products in order
to maintain our competitive position in the market.
New digital products, including LCD TV with DVD
players and DVD recorders, will be introduced to

the market in the future.

The Group pursues a proactive policy of promoting
relationship and communications with investors by
maintaining regular meetings with institutional
investors and analysts. The Group also actively
participated in various investors’ conferences and
roadshows in Asia, Europe and US during the year.
In order to further promote effective
communications, the Group maintains a website
(www.ngailik.com) to disseminate information

about the Group electronically on a timely basis.

ACKNOWLEDGEMENT

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 help cultivate the
growing momentum of the Group. The Group will
continue to offer the best and most-needed
products and services to its customers, which is
believed to bring satisfactory returns to our

shareholders and investors.

By order of the Board
Lam Man Chan

Chairman

Hong Kong, 8 July 2003

EEE- B BAZREHIBKRETS
BROTRZEEANRIEMN -

AEELEEERATFPRTSERER
WAEERFEQARFMERESEH - &
R ARERELESTABBRER 25
BBEEREDVDE RDVDEFHKE -

ARETHERBREERINERTER
D@t gE cBERENER - RAF
B AEETEG2EZERIN - B K
XRBM o REEGERBE - RE—F =
EERER AEERI-BELEBE
(www.ngailik.com) JA 3% B E 775 X B 12
HAEEZER -

EE )

AANBRREZE RUBHEEERET
PRS- BUEREY REERRELE
Bl ARBERBEES ) ARRBERREHR
MENEMMRYE - BRRRREESTR
Bl -

EEZEW
IR
ES

Bk —_TZ=F+ANH

BRAOTIXEEERAA



