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BUSINESS REVIEW

During the first half of the current year, the global printed circuit boards
(“PCB”) market remained unsatisfactory due to the sluggish demand for
electronic and telecommunication products. The keen competition in the
PCB industry continued to drive the PCB selling price downwards. However,
the PCB industry felt the recovery and the PCB selling price stopped falling
during the second half of the current year. Thanks to the establishment
of the Group’s new PCB plant in Huizhou of Mainland China, the Group
was capable of manufacturing more delicate PCB with higher selling price
during the current year. As a result, the Group’s overall PCB average unit

selling price increased by about 1% during the current year.

The Group’s turnover increased by about 1.6% to HK$241,666,000 during
the current year. In monetary terms, the Group’s PCB sales mix in current
year was almost the same as that of last year with multi-layer PCB accounting
for about 60% of the Group’s turnover. The Group's overall PCB sales
volume also increased by about 1% during the current year but the extent

of the increase was less than expected because of the following reasons.

First of all, because an offeror made a conditional offer (the details
of which were set out in the Company’s circular dated 18 September
2003) to acquire all the issued shares of the Company in August 2003,
some of the Group’s customers temporarily withheld orders for PCB
pending the outcome. The conditional offer finally lapsed on 30 October
2003 and the substantial shareholders of the Company remain
unchanged. Those customers have resumed orders for PCB from the

Group thereafter.
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Secondly, one of the Group’s major customers expressed concern on the
environmental conservation policies and measures of their suppliers during
the current year and promised to place orders for PCB with high volume
from the Group only after the Group’s PCB plants obtained the ISO14001
accreditation. Accordingly, the Group’s PCB plants carried out rigorous
review of their environmental conservation policies and measures and
invested millions of Hong Kong dollars in effluent and fumes treatment
facilities during the current year and finally obtained the 1ISO14001
accreditation in April 2004.

The purchase prices of raw material items were subject to varying degrees
of increment which in turn, increased the cost of inventories sold during
the current year. For instance, because of the worldwide huge demand
for non-ferrous metals such as gold and copper, the purchase prices of
gold potassium cyanide and copper foil (being two of the major raw
material items for the manufacture of PCB) at the end of the current
year jumped by 11% and 18% respectively as compared to their
corresponding purchase prices at the beginning of the current year.
Accordingly, the Group’s gross profit ratio decreased by 1.08% to 13.93%

during the current year.

Events happening in either the current year or the last year led to a
reduction of the Group’s profit by HK$4,087,000 in current year. There
was an exchange gain of HK$897,000 in last year but the weak USD
currency persisting during the current year resulted in an exchange loss
of HK$910,000. Moreover, there were a write-back of doubtful debt
provision amounting to HK$513,000 and an insurance claim recovery
in excess of the corresponding net book value of the fixed assets amounting
to HK$880,000 in last year. Besides, the Company incurred expenses
amounting to HK$887,000 resulting from the conditional offer as

mentioned above in current year.
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FINANCIAL REVIEW

As at 31 March 2004, the Group’s gearing ratio (i.e. the ratio of total
liabilities to shareholders’ fund) was 0.64 times (2003: 0.82 times) while
the Group’s current ratio was 1.11 times (2003: 0.95 times). These
financial ratios showed improvement during the current year. Because
the Group can generate substantial net cash inflow from its PCB operating
activities, these financial ratios will be improved further during the year
ahead.

As at 31 March 2004, the Group's aggregate outstanding balances of the
finance leases and hire purchase contract payables, other loans and bank
loan amounting to HK$18,479,000 (2003: HK$28,908,000) out of which
HK$9,534,000 (2003: HK$24,724,000) were repayable within the next
12 months. These borrowings were either denominated in Hong Kong
dollars or United States dollars, originally repayable monthly over 3 years
and subjected to floating interest rates. The Group does not adopt any
interest rate hedging tool for these borrowings. Certain machinery and
equipment of the Group with a net book value as at 31 March 2004
of HK$45,708,000 (2003: HK$59,305,000) were pledged to secure these

borrowings.

As at 31 March 2004, the Group's current assets and total liabilities were
mostly denominated in either Hong Kong dollars or United States dollars.
Besides, the Group’s PCB plants are all located in Mainland China and
the exchange rate of Renminbi remains fairly stable. Hence, the group’s
net exposure to fluctuation in exchange rates is insignificant and no foreign

currency hedging tool is adopted.
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EMPLOYEE BENEFITS

As at 31 March 2004, the Group had 1,064 (2003: 1,167) employees,
including directors, working mainly in Mainland China. For the year ended
31 March 2004, the Group’s total staff costs including directors’
remuneration were HK$24,456,000 (2003: HK$23,287,000).

According to the Group’s staff remuneration policy, the remuneration
of an employee is determined by the Board from time to time with
reference to his performance and duties, the performance and profitability

of his employer and the prevailing market conditions.

The Company operates a share option scheme (the “New Scheme”) for
the purpose of encouraging the eligible participants to perform their best
in achieving the goals of the Company and at the same time allow the
eligible participants to enjoy the results of the Company attained through
their effort and contribution. Eligible participants of the New Scheme include
any full-time employees, directors or professional advisers of the Company
or any of its subsidiaries or associated companies. The New Scheme became
effective on 28 August 2003 and, unless otherwise cancelled or amended,
will remain in force for 10 years from that date. Up to the current year
ended 31 March 2004, there was no share option granted under the New
Scheme. Upon the adoption of the New Scheme, the previous share option
scheme (the “Previous Schcem”) adopted on 18 February 2000 was
terminated by the Company and all the then outstanding share options

granted under the Previous Scheme were cancelled.
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OUTLOOK

The year ahead remains a challenging year but the Board believes that

the PCB industry and the Group have weathered the trough.

On one hand, the purchase prices of certain raw material items have
increased rapidly since March 2004. For instance, due to the worldwide
shortage of fibre-glass supply, the purchase prices of certain laminate and
prepreg (being two of the major raw material items for the manufacture
of PCB) in June 2004 rocket by about 40% and 20% respectively as
compared to their corresponding purchase prices in March 2004. On the
other hand, the purchase prices of other raw material items such as gold
potassium cyanide begin to fall after reaching their historically highest

level at the beginning of the year 2004.

In light of the increase in purchase prices of some raw material items
during the current year, the Group has begun to negotiate the upward
revision of PCB selling price with its customers at the beginning of the
year 2004. The Board is pleased to note that the Group has successfully
persuaded its largest customer to accept the upward revision of PCB selling
price ranging from 3% to 20% depending on the models of PCB for new
orders placed from April 2004 onwards. The Group is trying to persuade
other customers to accept the upward revision of PCB selling price in

the months ahead.

As mentioned above, the Group’s PCB plants have obtained the ISO14001
accreditation in April 2004. The Group considers the [SO14001
accreditation is beneficial to many parties. On one hand, the Group can
help to improve the living environment for the workers and the general
public. On the other hand, the Group can secure the orders for PCB
from world-renowned customers who have insisted or will insist on having
sound environmental conservation policies, measures and facilities by their

suppliers.

Barring any unforeseen circumstance, the Board is cautiously optimistic

about the results of the Group for the year ended 31 March 2005.
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