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Dear shareholders,
On behalf of the Board of Directors (the
“Board”), | am pleased to present the

annual report of Tonic Industries Holdings
Limited.
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FANERNKREBEMAIEZER B F
ERERAGZEFRERS -

BUSINESS REVIEW AND OUTLOOK

For the year under review, the Group achieved a turnover
of approximately HK$2,074 million, against that of HK$2,680
million recorded last year. EBITDA and profit attributable to
shareholders were HK$96 million and HKS$26 million
respectively, as compared with HK$132 million and HK$43
million last year.

Sales in the first half of the year were sluggish as the result
of the Iragi war and the outbreak of SARS. Before the
outcome of the events is clear, to avoid the risk of stock
becoming obsolescent and price plunging, customers were
conservative. Business recovered rapidly in the second half
of the year and a 27% growth in turnover over the first six
months was recorded. Demand continued to grow as the
Group advanced into 2004 with significant sales reported
for April to June 2004.

Chairman’s Statements
x E W H

EBOERRE

TEEBREBEFERFTEEED
2,074,000,000/ 7T - A F A% 158 & ¥ 58
2,680,000,0007 7T o REHH BT IE T & R
S5 AT & F1) 2 AR 3R FE 15 & ) 93 Bl 496,000,000
JT K 26,000,000 7T - & F Al o Bl B
132,000,000/ 7T % 43,000,0007% JT

RAFHNRBENFRBMAREZTE
AEREEFFHERARB -EZFTFMHR
ERHEERA ARAXGFERRRERE
BT zREE FPERBHEBARBRT
Aim-BEEEHARCE NEETHFEXRK
MR SRBREANEAER27% - B
—EEWFE MEHEBRIBEER R_TTX
FUAERNAME AEETESABHEE
B




Chairman’s Statements
ETFE®HRE

The prices of key components, such as flash memory and
RAM (random access memory), rose quickly as demands
increased in the second half of the year. Not only did
component prices increase, supply was also very tight at
different times. Flash memory and RAM typically accounted
for 5-
affected the profit margin in the second half of the year.
With demand stabilizing towards the end of the 2003

10% of the total material costs and the surge in prices

financial year, the prices of these components lowered and
supply returned to normal.

Our main factory at Tong Xia, which accounted for 90% of
the group’s total production, has since 2000 been equipped
with heavy oil electricity generators. These generators using
heavy oil provide electricity to the plant at a much cheaper
cost than power supplied by the government or by using
diesel fuel generator. Currently the factory has six sets of
heavy oil generator of 2200 KW each meeting adequately
all the needs of the factory. The factory’s operation had
not been disrupted once by recent electricity halt in China.

Through continuous research and development of new
digital products, the Group has strengthened its overall
competence. Our product and engineering departments in
Hong Kong, Shenzhen and Dongguan work very closely
with solution providers and component suppliers. During
the year, the Group purchased an office in Shenzhen for
use as a research and development centre for new digital
products. The various new products in the pipeline included
digital satellite receivers, cable set top boxes, LCD TV and
DVD recorders. All these new products will be launched
this year and we expect them to generate significant and
constant contributions to the Group in the coming years.
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During the year the Group has set up two marketing offices
in Dubai and Shenzhen respectively to promote the sales
of digital satellite receivers in the Middle East and cable set
top boxes in China. The two offices have both received
orders and production will start this month. Our research
indicates strong demand for these products in the two
regions. We have confidence that these two markets will
become significant market segments of the Group in the
future.

To support the launch of new products and forecasted
surge in demand for digital products, the Group acquired
land in Shek Pai, Dongguan for constructing new factory
buildings. Construction of the new production facilities had
begun in 2004 and will be completed in early 2005,
boosting the Group’s production capacity by at least 60%.
The cost of construction, estimated at approximately HK$60-
80 million, will be financed partly internally and partly by
the syndicated loan obtained in 2004.
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Our continuous deployment of resources on research and
development ensures that we are in pace with the latest
technological developments, hence enables us to develop
new products that meet the demand of the changing
markets. Our strategy in exploring new markets minimizes
the impact of economic fluctuation of any particular
geographical segment. While the consumer market remains
strong and analogue type electronics are rapidly replaced
by digital products, we are confident that our business will
continue to improve in the coming year.

FINAL DIVIDEND

The Board of Directors recommended the payment of a
final cash dividend of HK0.5 cent (year ended 31 March
2003: HK1.5 cents) per share. Together with the interim
dividend of HK1 cent per share paid on 14 January 2004,
total dividend for the Year is HK1.5 cents per share.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed
from 21 September 2004 to 23 September 2004, both days
inclusive, during which period no transfer of shares will be
effected. To qualify for the proposed final dividend, all
transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s Share
Registrar in Hong Kong. Tengis Limited at G/F, Bank of East
Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong not later than 4:30 p.m., on 20 September 2004.

APPRECIATION

On behalf of the Group, I would like to express my gratitude
to our customers and business partners for their continuous
co-operation and support for the Group. | would also like
to thank my fellow board members for their dedication and
commitment to the Company, and my colleagues for their
efforts and hard work in the past year. We will strive to
improve on the results of the Company and bring in better
returns for our shareholders.
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DIRECTORS EE

As at the date of this report, the Board of Directors RANREHE BFEeREBENZHRITE
comprises six executive directors — Mr.Ling Siu Man, Simon, FZAXhE4E - TREkE sHELE T
Mr. Lee Ka Yue, Peter, Mr. Wong Ki Cheung, Ms. Li Fung BlEZ T -BERLERERBE L £ IEHTT
Ching, Catherine, Mr. Au Wai Man and Mr. Liu Hoi Keung, ZEEE XA E URBIIENITE S E
Gary, non-executive director - Mr. Wong Wai Kwong, David, B ERZEFR L L

and independent non-executive directors — Mr. Ho Fook

Hong, Ferdinand and Mr. Pang Hon Chung.

LING Siu Man, Simon &L X

Chairman & Managing Director FEFEFLLE
Hong Kong B

16 July 2004 —EEWFEA+AH




