THE CHAIRMAN'’S STATEMENT
Financial Results

I hereby announce that the Group’s unaudited
consolidated turnover has shown a 16% increase from
approximately HK$182 million in 2002 to
approximately HK$211 million in 2003. However, the
gross profit margin has shown a slight increase from
24% in 2002 to 26% in 2003.

The reduction in loss from operations after exceptional
items was mainly due to increase in turnover, various
cost control measures undertook by the management
and as well as the continuous effort in pushing up the
margin.

Basic loss per share for the period under review was
0.69 cents (2002 : basic loss per share 1.70 cents).

Interim Dividend

The Directors do not recommend the payment of an
interim dividend (2002 : Nil).

Business Review

PAL GROUP (electroplating equipment and surface
finishing equipment)

Just when we started to see the return of investment
confidence in equipment market in the first quarter of
2003, the outbreak of SARS suddenly put all business
activities into halt. Not only did some of the customers
postpone their factory visits, others, especially the
overseas ones, requested to postpone the scheduled
installation until they had an overall evaluation. As a
result, when the society at large came to understand
this mysterious diseases more, all on-hold projects
were released and all planned factory expansions were
resumed with full speed. This explains why we have
seen a sudden surge of orders in quarter three of 2003.
In fact, our factory has been working full overtime
since then.

am

EE®/E

R ES

AABMWAH  ANEEZ REEZ
GALYTEH_TT_FH11ES
F2EEBLLEF16%  E-ZEZ
ZEH2EUT1IEEST - A
BEREMNRIAH T -FZ 24%
MAZ_ZTETE=ZF 2 26% °

MBRERER R ZEEERE IR
Do FERNEXBIEM - WLEE
I8 BRI ) 2 LA I B - A
RHEORSEEMNE -

ClEHAN 2 SR EXNEIE A0.691l
(BT _F : BREAREE
1.701l)

HHR S

EETEBRNPHEE (ZZEF
T ) o

EX3c1) -

ENEELEE (BRRERKAE
HRERH)

EAEKBRGERREELONR_ZF
T-FF-FENR - FRAFHADH
RABRE  SHAEEBHEET
Ko BETEPIEERHEERES
EmEcBY  EAEF (LER
BINER) BRMRLEZEH
AR E AT - Bt - 1%
HEeHEREWIKRBERSZ TR
% MEEEZEBEMAREE
R EIEERRET - BIEHRE
TR _FE-FIEHEARARE
TH2RE--F2E L AEENKE
BE=ZFUR—BEBRHTIF-

|2 TNT



We regard the return of investment confidence this
time as being sustainable, for a number of reasons:-

1. The massive shutdown of PCB factories in North
America and West Europe has stopped. The
production capacity of these regions is adjusted
to a suitable level to match with the present
market demand. In the last half of August,
shipment of laminates went up abruptly and
many large PCB manufacturers have increased
their number of employees.

2. Electronic equipment growth has now resumed
in all major areas. Western Europe and Taiwan
PCB manufacturers are the first to benefit.

3. In order to increase circuit density, filled-vias by
plating are in great demand. This emerge of new
technology has generated new investment in
equipment.

4. The strong US dollar in 2002 and the strong Euro
in 2003 has forced global players to shift their
production base to China or other “low cost”
Asian countries and to a lesser extent Eastern
Europe. During this relocation exercise, new
investment in equipment is needed.

PAL is ready to capture this boom of demand. The
strong Euro definitely works towards our advantage.
Our New Technology Dept has successfully worked
out the filled-vias technology through months of effort.
The new machine “MCP-PAL” jointly developed with
Marunaka is well received by the customers. We
believe we have captured more than 80% market
share in Taiwan as far as continuous vertical plating
machine is concerned. Other markets for this
technology are emerging rapidly and are being
vigorously pursued. In addition, the Surface Finishing
orders are generating good margin. We are presently
working on several enquiries for POP (plating on
plastics) equipment for automotive companies.
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These developments allow us to be selective in
accepting orders for “traditional” vertical plating
machines, taking only those with good margin or
which are strategically important.

We shall continue our strategy to broaden PAL’s
product range by seeking opportunities to produce
equipment under license or joint venture agreements.
It is our long term drive to stay ahead in the industry
and to provide good services to our customers.

IML Group (wet processing equipment for PCB and
FPD markets)

The recovery of PCB market described above has
definitely benefited IML as well. We received steady
orders for the traditional wet processing equipment
and customers are fighting for better delivery schedule.

As reported in last annual report, IML is qualified as
an approved supplier by a couple of renowned TFT-
LCD manufacturers. For six months only, IML has
received over NTD150 millions orders to build Flat
Panel Display (“FPD”) equipment. Due to the drive
to produce low cost FPD, global players have shifted
their production bases gradually from Japan and Korea
to Taiwan. It is estimated that Taiwan will eventually
take up 40% of world output. Several big factories are
under construction and billions of fund are ready to
be invested in it.

There are 6-7 major players in the FPD market and
IML has been selling to the top three (CMO, CPT and
Au Optromics). These top three customers represent
almost 50% of Taiwan capacity. It is our intention to
remain as the market leader through continuous
investment in R&D. We believe that the processing
equipment for FPD will emerge as one of the core
income streams for IML.
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Other businesses

Our entertainment arm, Vigour Entertainment,
continues to provide lively concerts to public. The
next show is “12 girls band” to be held in mid January
2004. Timber trading business continues as normal.

In order to consolidate resources for our equipment
businesses, we have sold our shareholding interest in
wind generator in November and discontinued the
rectifier assembly factory in Beijing.

Financial Review
Capital Structure, Liquidity And Financial Resources

As at 30th September 2003, the Group had net assets
of approximately HK$126.5 million. The gearing ratio
was 61.6% (31st March, 2003: 58.6%). This gearing
ratio is calculated by dividing total liabilities of
HK$282.39 million (31st March, 2003: HK$304.26
million) over total assets of HK$458.13 million (31st
March, 2003: HK$519.15 million).

As at 30th September 2003, the Group had bank
balances and cash on hands of approximately
HK$22.65 million, net current assets value of
approximately HK$15.55 million, bank overdrafts of
HK$0.49 million, short-term borrowings of HK$77.25
million and long-term borrowings of HK$24.74
million. The total borrowings was therefore
HK$101.99 million, slightly increase by HK$5.54
million from the balance as at 31st March, 2003.

Most of the bank borrowings is charged at prevailing
market rate in the countries where the Company’s
subsidiaries are operating in.
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As at 30th September 2003, the Group has pledged
its land and buildings in PRC and Taiwan with an
aggregate net book value of approximately HK$122
million (31st March, 2003: HK$126 million) and bank
deposits of approximately HK$2.4 million (31st
March, 2003: HK$0.3 million) to secure banking
facilities of the Group.

Most of the assets and liabilities in the Company were
mainly dominated in US dollars and HK dollars. Since
HK dollars are packed against US dollars, the Group
is subject to low risk of foreign exchange exposure.

Contingent Liabilities

As at 30th September, 2003, the Company had
guarantee of approximately HK$14 million (31st
March, 2003: HK$14 million) to a bank in respect of
banking facilities granted to a subsidiary of the
Company. The amount utilized by the subsidiary was
approximately HK$8.8 million (31st March, 2003:
HK$12.7 million).

As at 30th September, 2003, the Group did not have
any material contingent liabilities.

On behalf of the Board, | would like to thank our
customers, bankers, suppliers and friends for their kind
support and to thank especially our staff at all levels
for their contribution and committment over the
period.

By order of the Board
Lam Kwok Yan
Chairman

Hong Kong, 23rd December, 2003
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