DIVIDEND

The Directors has resolved to declare an interim dividend of
HK3.5 cents (2003: interim dividend of HK7 cents) per share
for the six months ended 30 September 2004. The dividend
will be payable on or about 18 January 2005 to shareholders
of the Company whose names are on the Register of Members
on 14 January 2005.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from 10 January 2005
to 14 January 2005, both days inclusive, during which period
no transfer of shares will be effected. In order to qualify for
interim dividend, all transfers accompanied by the relevant
share certificates must be lodged with the Company’s Hong
Kong branch registrars, Tengis Limited, G/F., BEA Harbour
View Centre, 56 Gloucester Road, Wanchai, Hong Kong not
later than 4:30 p.m. on 7 January 2005.

BUSINESS REVIEW

The six months under review was a challenging period for the
Group. For the six months ended 30 September 2004, the
Group recorded a turnover of HKS$2,008 million compared
with HKS1,652 million for the same period last year,
representing an increase of 21.5%. The satisfactory
improvement was mainly attributable to the increase in sales
demand for electronics consumer products after the
improvement of the global economy and the benefit of industry
consolidation for core traditional audio products. The net profit
for the period recorded a decrease from HKS121 million for
the same period last year to HK$54 million. Like other industrial
manufacturers, the Group's profit margin was negatively
affected by the increasing global commodity prices for key
raw materials used for manufacturing. For the six months
ended 30 September 2004, high oil prices and growing global
demand for commodities have contributed to increasing raw
material costs. Thus, lower net margin reflected the impact of
drastic price increases in key commodity raw materials, such

as plastics, laminates and metals.

g

EFCHRAREBE_STNFAA=T
HIEAEAZFHBRESERI B (=ZF
T=F : FEHREER7BIL) - BEARKRE
BR-ZEERF-A+\BHFIERARZ
EERF—ATHBRINARFRRER
Rz IR ERIRE -

=

EENEROBFELFER
ARBE_ZEERF-—ATRAE-ZTER
F-ATHE (BEERMR) <HBAE
EERBRRRERNBPELTFE - R
TEWBRPHREZER  BERRE-
ZZRF-AEATFHUB=1THZH
BREBERZBP XM EREREERM
ZIN/N Tzéfﬁéﬁ%ﬁﬂﬁé‘aﬂ DREERA
RAF - I REEEF S LITEHE
EE%ETT;% DS T RAR

XK ERE

REREZNEABEARNEBS kEAK
B oHE_TTMFNLA=FTHIEAHE
A - REEEE ¥ 2,008,000,0000%
L BREFREZ1,652,000,000/8 7T
EA21 5% EEBEBESARBFARE
ERHAREHEENESETHELER
ZIHEmREMMERELEEEMIIT
XEBEFMBRZFmE - HNEE 245 B
X F R B 121,000,0008 LR P =
54,000,000/ 7T A AN H RIS - K
EEZER G DHYEEBER 2+
ERMBZ2HERER ERTRZABH
FE HE_ZTTNFAA=TAHILEAE
A BhERSREEREFIRZFERE
Tt BEURMEHERZEA - Al - BERA
FTB R EREZREREME (Gl -
BHERReB) 2ERSR EATRZ

= 40
2




During the six months ended 30 September 2004, sales of
home audio products represented approximately 89.8% of the
Group’s turnover and remains the Group’s core business.
During the period, the Group successfully launched some high
value digital products like DVD combos and DVD home theatre
systems. Although the Group received numerous customer
orders for its products, the plastic and other commodity prices
also reached new heights around September 2004. In the
second quarter of the financial year, average spot prices of
plastics jetted up approximately 50% to 60%. The cost of plastic
raw materials was vital for the manufacturing of consumer
electronics goods and the Group’s operating costs were
significantly increased.

During the period under review, the Group implemented new
vertical integration operations like manufacturing of corrugated
papers, speakers, connectors and cassette deck motors,
upgrading the single layer PCB operations and enhancing the
electroplating process. The newly developed Qingyuan
Industrial Estate has been gradually put into use to increase
the Group’s production capacity. However, the subcontracting
charges were maintained at relatively high levels when the
various new operations were still undergoing ramp up
processes. Some of these processes require time to bolster its
operation efficiency. The Group’s subcontracting charges
during the period amounted to HKS59 million (2003: HKS28
million).

The Group rearranged its banking facilities in August 2004
with a HK$350 million syndicated loan facility. The Group will
take benefit from lower finance costs. The Group’s
administrative expenses were similar to the corresponding
period in previous year recorded at HK$56 million. The Group’s
selling and distribution expenses increased from HKS 13 million
for the same period last year to HKS21 million, mainly because
of the record shipments for the period. Moreover, the
operations in Qingyuan incurred higher transportation costs
than Dongguan. The Group has exercised stringent control
on costs and the percentage of selling, distribution and
administrative expenses to total sales was reduced to 3.9%
(2003: 4.0%).
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The Group has a geographically diverse market. During the six
months ended 30 September 2004, America remained the
largest market of the Group’s products followed by Europe.
HKS 1,374 million and HKS398 million of the Group’s products
were sold to America and Europe, accounting for 68.4% and
19.8% of the Group’s total turnover respectively. During the
corresponding period in previous year, approximately HK$997
million and HKS390 million of the Group’s products were sold
to America and Europe respectively. The Group successfully
acquired certain reputable distributors during the period and
this helps in further expanding the distribution of the Group’s
products in America and Europe.

In order to improve the quality and performance of the Group’s
products, the Group remains committed to developing new
products and new models of existing products with additional
features. We have a research and design team of over 300
engineers in Dongguan, launching over 40 newly designed
products every year.

During the six months ended 30 September 2004, the Group
also determined to enhance its automation in the production
processes. The Group acquired additional sets of plastic
injection and surface mounts machines, stamp presses and
dies and CNC machinery for moulding operation. The Group
also installed swing robots and auto-spraying equipment with
C10,000 cleaning room standards. All these processes
contributed to our overall production efficiency and quality.
On top of the existing four sets of power generators, the

Group acquired an additional set of 4,000 kw power generator
to further cut down its power cost.
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