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PROFILE

?

CORPORATE

First Engineering Limited is a leading manufacturer of ultra precision moulds and plastic
components for high technology engineering applications.

Headquartered in Singapore, First Engineering offers an integrated suite of solutions including
product design, tooling, production and assembly services predominantly for the hard disk drive
(“HDD”), PC peripheral and automotive industries.

With operations in Singapore, Malaysia and China, the Group has a staff strength of about 1,350
regionally and 300,000 sq ft of manufacturing space with over 250 injection moulding machines.
The Group’s customers include major players in the HDD, PC peripheral and automotive industries.

In 2000, First Engineering took a strategic move to venture into the manufacturing
of precision plastic components for optical products. Today, it is one of the few companies in
the world which is able to produce ultra precision optical plastic lenses. In addition, the Group
is one of the main global suppliers for plastic components used in the hard disk drive industry.

Founded in 1979, the Group has been listed on the Singapore Exchange Securities Trading
Limited (“SGX-ST”) since 1994. The Group has been awarded QS 9000 and 1S014000 as a
testimony to its quality products and services. First Engineering has also embarked on
Six Sigma programme in its quest for excellence in products quality and customer satisfaction.
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CORPORATE INFORMATION

Board Of Directors Nominating Committee Principal Bankers

Company Secretaries
Remuneration Committee

Registered Office

First Engineering Share Option Committee

Share Registrar

: : Auditors
Audit Committee

* Appointed on 1 September 2002
# Appointed on 30 September 2002
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GROUP STRUCTURE

Singapore

WEIEVSIEY
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CHAIRMAN’'S MESSAGE & YEAR IN REVIEW

Mdm Lim Song Kie @ Linda Kusumawati
Chairman

Mr Sadikin Darmawan @ Wang Chan Wei
Managing Director

Dear Stakeholders,

For the FY 2003 under review, First Engineering achieved a major milestone - the Group’s turnover surpassed the one hundred million-dollar mark,
reinforcing First Engineering’s standing as a major player in the niche high precision engineering plastics provider. More importantly,
First Engineering has made the quantum leap in cutting-edge technology in term of high precision photonics components and gears. Sales revenue
grew by 19% to S$100.4 million and earnings by 68% to S$14.9 million in relatively tough economic conditions.

Enhancement of long-term shareholder value remains a high priority on our agenda. In FY 2003,
shareholders’ funds climbed 32% to $$56.2 million. To reward our shareholders, the Board of Directors
has recommended a final tax exempt dividend of 0.30 cents per share and a further special tax
exempt dividend of another 0.30 cents per share. Upon approval of this proposal at the next Annual
General Meeting, this will constitute a total tax exempt dividend of 0.60 cents per share for the
second half of financial year 2003. Together with the interim dividend of 0.30 cents per share,
the total dividend declared would be 0.90 cents per share for the FY 2003.

A number of changes have taken place in the appointments to the Board of Directors since the last
Annual General Meeting. Mr Hui Choon Ho stepped down as Non-executive Director of the Company
in September 2002. We wish to thank him for his valuable contributions to the Company. We are
pleased to welcome Mr Victor Loh Kwok Hoong, Mr Kour Nam Tiang and Mr Chua Keng Hiang who
were appointed as Non-executive Directors in September 2002. We look forward to their contributions
to the Group in their various fields of expertise.

At this juncture, we wish to express regret at the demise of the late Mr Ong Sin Seng @ Supardi
in April 2003. His vision, industrious spirit and resourcefulness have made the Group what it is today
and will continue to inspire us to achieve new heights in all our endeavour.

We would like to thank our shareholders, global business partners, suppliers and business associates
for their constant and valued support, invaluable guidance as well as strong encouragement.
Such support have enabled First Engineering to break barriers, set the pace in such a competitive
industry and render impeccable customer service to our blue-chip customers around the world.
To the Board of Directors, we also take this opportunity to express my deepest appreciation for their
invaluable support and advice.

The dedication and concerted effort of our valued employees is a significant contribution to the good
performance in First Engineering. Their efforts in design and process creativity have raised the level of
operational excellence as well as manufacturing quality that continues to impress our business partners.
To all these employees, we extend our deepest appreciation for their support.
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The year ahead is challenging as we contend with a very competitive global market in the demand
for such products. The region and the rest of the world may continue to feel the impact of the
aftermath of the war in the Middle East, economic uncertainties as well as the constant threat
of terrorism. In the face of all these, the Group will continue in its relentless effort to innovate and
creatively seek out new opportunities.

Hard Disk Drive and Business Machines Sector

In the year under review, the precision plastics components segments performed well - with the
Hard Disk Drive and Business Machines charging the growth in our total sales revenue. Together,
these sectors contributed about 70% to our total revenue. Both of these segments will continue
to propel our growth, as the replacement PC cycle is nearing and the industry is projecting double
digit growth over the next few years.

Automotive Sector

The Automotive Sector has recorded a modest growth for the financial year 2003. We secured new
programs and is in the process of ramping up production order volume. We will continue to grow this
sector in our China operations, seeking to ride on the explosive growth in China’s Automotive Sector.

Precision Optics Sector

Precision Optics Sector will continue to be the focus on our growth plan. We have accelerated
our expansion of technological capabilities and strengths by investing into new processes and designs
to advance into the higher complexity photonics product range applications. Recently, we reclassified
our optical components under stricter criteria. The consequent effect is a smaller percent increase in
sales revenue in sectorial breakdown. The growth in this area reflects the recognition we are getting
in this industry. We are, therefore, confident in our outlook as we gain more new customers.

Tooling Business

The Group Tooling Business has registered the strongest ever record breaking sales volume with
the achievement of 27% growth from $$9.3 million previous year to S$11.8 million annual turnover
in FY 2003, which is the highest ever in our quarter century history. This is a good strong signal for us
to move forward into the next fiscal year based on the increased number of new programs
we secured.
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Regionalisation

Regionalisation will continue to be our focus as we seek to grow our sales revenue in the coming
years. Our China plants have started to see stronger growth with increased sales revenue of
$$6.0 million in the previous year to S$14.8 million for this year. This registered a phenomenal
growth of 147%. We plan to continue to look out for opportunities to expand in various parts
of China to take advantage of the strong economic growth in this country.

During the financial year, the Company has increased its investment in Guangzhou Sanxing Precision
Moulds & Plastics Engineering Company Limited from 51% to 65%. The increased participation will
further strengthen the Company’s foothold in the southern part of China and enable us to expand
and locate our manufacturing facilities closer to our customers.

Quality and Process Improvement

We improved our technology processes and efficiencies in various areas by implementing various
initiatives such as the 6 sigma and Creative Innovation Processes (CIP). We will continue to strengthen
our operational excellence and upgrade our engineering and manufacturing processes in a bid to be
one of the best in the market.

Our mission

It is our mission to be the best and most reliable high precision plastics components and assembly
services provider and strategic global partner for successful global companies. Underpinning NEW
First Engineering’s remarkable track record of corporate growth and profitability over the past few
years, we will continue to focus on our customer-centric core values to provide total satisfaction
to all of our valued customers with creativity and innovation. By the same token, we want to provide
a cohesive environment to encourage our employees to realize their full potential and pursuit
for excellence.

Outlook

While the global economic environment outlook is uncertain, we have put in place strategies to cope
with the tough business conditions. We continue to make First Engineering a better company. We are
creating a global niche high precision plastics components and assembly house with platforms for
growth in new markets. We are forging tighter, more enduring bonds with our customers for mutual
benefit and we are committed to meaningful governance. Barring any unforeseen circumstances,
the Directors expect the Group to have another profitable year.

Lim Song Kie @ Linda Kusumawati Sadikin Darmawan @ Wang Chan Wei
Chairman Managing Director
18 July 2003
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PARTICULARS OF PROPERTIES

Approximate

Location Built-in Area Description Tenure

SINGAPORE

No. 26 Woodlands Loop 130,000 sq ft A 7-storey 60 yrs wef Industrial
First Engineering Techno Centre factory building Aug 1995

Singapore 738317

MALAYSIA

Johore

40 Jalan Haji Saat 45,000 sq ft A 2-storey Freehold Industrial
Off Jalan Sungei modern industrial

Tiram, Ulu Tiram building

Johor 81800

Penang

1651, Lorong Perusahaan Maju 8 75,000 sq ft A 2-storey 60 yrs lease Industrial
Prai Industrial Estate industrial wef March 1993

Phase 4 building

13600 Prai

Penang

Kedah

11 and 12 of Kawasan MIEL Bakar 18,000 sq ft Two single storey 60 yrs lease Industrial
Industrial Estate semi-detached light wef May 1992

(Phase IV) Kuala industrial factory

Muda buildings

CHINA

Shanghai

Shanghai Wai 19,000 sq ft First floor factory 50 yrs lease Industrial
Gao Qiao space of a wef Nov 1997

Free Trade Zone 4-storey industrial

No. 11 Xi Ya Lu building

Block A

Guangzhou

399, Luo Nan Road 50,000 sq ft A 2-storey 50 yrs lease Industrial
Guangzhou Economic & factory building wef July 1999

Technological Development District
Guangzhou City China
Postal Code 510530
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o FIRST ENGINEERING BOARD OF DIRECTORS

Mdm Lim Song Kie 3 y Mr Sadikin Darmawan
@ Linda Kusumawati . @ Wang Chan Wei

Mr Mok Chun Chiew | i Mr Lim Teck Leong David

Mr Victor Loh Kwong
Mr Yin Kum Choy Hoong

Mr Kour Nam Tiang
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Mdm Lim Song Kie @ Linda Kusumawati

Group Non-executive Chairman

Mdm Lim is a non-executive Director of the Company. She was appointed
as a Group Non-executive Chairman on 3 June 2003. Mdm Lim has been
a Non-executive Director since 1983.

Mr Sadikin Darmawan @ Wang Chan Wei

Group Managing Director

Mr Wang was appointed to the Company’s Board of Directors as an
Executive Director on 21 November 2000. He was appointed as Group
Managing Director on 3 June 2003. Mr Wang has 15 years of experience
in the mould-making and plastics injection industry. Upon joining the
Group in 1988, he underwent in-house industrial training in various
manufacturing areas in the mould-making and plastics injection industry.
MrWang is responsible for the leadership and management of the Group,
and is also entrusted with developing strategic directions and identifying
long-term corporate goals and expansion opportunities for the Group.
Mr Wang holds a Bachelor of Business Administration (Marketing and
Management) degree from Edith Cowan University, Australia.

Mr Mok Chun Chiew

Executive Director

Mr Mok was appointed to the Company’s Board of Directors as an
Executive Director on 15 January 1996. Mr Mok joined the Group in
November 1981 and was involved in mould making, production and
quality control. He is currently the Group General Manager for South
Asia Region, responsible for the Singapore and Malaysia operations.

Mr Mok was awarded a Craftsman Certificate in Mechanical Engineering
and Mould-Making from the Japan-Singapore Training Institute in 1980.

Mr Lim Teck Leong David

Non-executive Independent Director

Mr David Lim was appointed to the Company’s Board of Directors as an
independent Director on 20 November 1997. Mr David Lim has been in
legal practice since 1982 and is the senior partner of a law firm in
Singapore. His practice focus is in corporate finance, mergers and
acquisitions and general commercial matters.

He obtained his degree in Law from King’s College, London University
and qualified as a Barrister-at-law at Gray’s Inn, London. Mr David Lim
served as a Council Member of the Law Society Singapore from 1993
to 1994 and has been a member of Appeal Tribunal constituted under
the Rubber Industry Act (No. 15 of 1992) since 1991.

Mr Yin Kum Choy

Non-executive Independent Director

Mr Yin was appointed to the Company’s Board of Directors as an
independent Director on 1 April 1997. Mr Yin holds a Bachelor of
Accountancy (Honors) degree. He is the sole-proprietor of K C Yin & Co, a
firm of Certified Public Accountants.

Mr Victor Loh Kwong Hoong

Non-executive Independent Director

Mr Victor Loh was appointed to the Company,s Board of Directors as
an independent Director on 1 September 2002. He serves on the Boards
of Directors of several public listed companies. He read law at the Inns
of Court School of Law, Council of Legal Education, England. He is a
fellow of the British Institute of Management.

Mr Victor Loh joined Philips Singapore in 1974, and between 1991 and
1999, he was Chairman and President/CEO and /or Director of the Philips
Group of Companies, its affiliates, subsidiaries and joint ventures in China,
Hong Kong, Macau, Singapore and Indonesia (Batam). He was a member
of the National Science and Technology Board from 1992 to 1999,
a Board Member of the Port of Singapore Authority from 1993 to 1997,
a member of the Council of the National University of Singapore from
1994 to 2000 and a member of the Board of Governors of the Institute
of Policy Studies from 1995 to 2002. He received the Singapore Business
Award as the outstanding Chief Executive of the Year in 1997. Mr Victor Loh
also serves as Singapore’s Ambassador (Non-Resident) to Poland since
January 2000.

Mr Kour Nam Tiang

Non-executive Independent Director

Mr Kour was appointed to the Company's Board of Directors as
an independent Director on 30 Sept 2002. He is currently a Director
of PT Astra International, Indonesia. He is also the Executive Chairman of
PT United Tractors, PT Astra Agro Lestari and a Commissioner of the
PT Astra Otoparts, all listed companies in Indonesia.

He was a former General Manager and Head of Group Business
Development of Cycle & Carriage Ltd from 1997 to 2002. He has
worked in Investment Banking and Strategy Consulting in Australia,
China and Singapore.

Mr Kour obtained his CPA from the Australian Society and Certified
Practising Accountants in 1998. He received his Master of Commerce
from the University of New South Wales in 1986 and a Bachelor
of Economics from the University of Sydney in 1984. He is also a member
of the Securities Institute of Australia.

Mr Chua Keng Hiang

Non-executive Independent Director

Mr Chua was appointed to the Company’s Board of Directors as an
independent Director on 30 September 2002. He is a practising public
accountant with K.K Chua & Co. Prior to becoming a partner of the
firm in November 1999, Mr Chua had worked in various fields ranging
from public accounting, merchant banking to manufacturing industry.
He holds an honors degree in Accountancy from the then University
of Singapore and is a member of Institute of Certified Public Accountant
of Singapore as well as the Chartered Association of Certified Accountant
of the United Kingdom.
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: FIRST ENGINEERING MANAG E M E N T TEAM

Mr Seah Ing Kim

Mr Jimmy Tay Peng Sim ’ 1 Mr Paul Ow Hoe Hong

Mr Jeffrey Ho Ching Ing Mr Derek Tan Ah Pin

Mr Tan Kek Chiang
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Mr Seah Ing Kim

Mr Seah joined the Group in May 1996 and
is the Regional Financial Controller cum
Country General Manager for China Region.
Mr Seah is responsible for the financial
and accounting functions of our Group, as well
as, the business development in the China
Region. Prior to that, he was the Accountant
of Fuji Offset Plates Manufacturing Ltd and
PWT (Singapore) Pte Ltd. To-date, he has
14 years of auditing and accounting experience
in trading and manufacturing environment.
Mr Seah has a professional accountancy
qualification with the Association of Chartered
Certified Accountants (“ACCA”). He was
admitted as a Non-Practising Member of the
Institute of Certified Public Accountants
of Singapore in August 1994.

Mr Pong Shing Fah

Mr Pong is the Regional General Manager
of our Singapore and Johor Bahru plants, and is
responsible for the supervision of plants
or divisions to meet to the sales growth and
profit goal objectives set by the Executive
Committee. Prior to joining the Group in
November 2000, he was the Assistant General
Manager of several established manufacturing
companies. To-date, he possesses 18 years
of relevant experience in the manufacturing
industry. Mr Pong graduated with a Master
of Business Administration from the University
of Hull (U.K.) in 1992.

Mr Jimmy Tay Peng Sim

MrJimmy Tay is the General Manager for Optics
Division, and responsible for the day-to-day
management of the Optics operations.
Prior to joining the Group in May 1997,
he worked as an Engineering Group Leader in
Sika Corporation (USA). He also worked as an
Operation Manager in OSA Marketing
Associates, a company incorporated in USA.
To-date, he has 15 years of relevant experience.
Mr Jimmy Tay graduated with a Bachelor of
Science in Engineering Technology from
Pittsburg State University in 1987 and was
awarded a Master of Business Administration
from the University of Missouri in 1989.

Mr Paul Ow Hoe Hong

Mr Paul Ow has been the General Manager for
our Penang subsidiary since December 1998.
He oversees and manages the business
activities in the Penang plant. Mr Ow was
formerly the Vice President of Seed Ventures
Management Pte Ltd (Seed Ventures) which
manages numerous venture capital funds.
Prior to joining Seed Ventures in July 1990,
he held managerial positions with several
companies. He graduated with a Bachelor of
Engineering degree in electronics from the
University of Melbourne, Australia in 1968.

Mr Jeffrey Ho Ching Ing

Mr Jeffrey Ho is the General Manager of our
Guangzhou subsidiary, and is responsible for
the day-to-day management of the Guangzhou
operations mainly in the production, materials,
engineering and quality assurance areas.
Prior to joining the Group in September 2001,
he was the General Manager of a multi-national
company. To-date, he has 12 years of relevant
experience. Mr Jeffrey Ho holds a Master
of Business Administration in Strategic
Management from Brunei University of London
in 1999.

Mr Derek Tan Ah Pin

Mr Derek Tan is the General Manager of
our Shanghai subsidiary. Mr Derek Tan has
more than 20 years of experience in sales &
marketing. He is currently responsible for
overseeing the Shanghai operations as well
as business development activities of our
Shanghai subsidiary. He holds a diploma
in Mechanical Engineering from the Ngee Ann
Technical College and a Master of Business
Administration in Management from the
Greenwich University of Australia.

Mr Tan Kek Chiang

Mr Tan is the Senior Tooling Manager of the
Group and is overall in-charge of the Group
Tooling Department. Mr Tan joined the Group
in June 1991 and was involved in mould
making. Mr Tan was awarded with a Diploma
Certificate in Production Technology from the
German Singapore Institute in June 1991 and
awarded a Diploma in Marketing from Nanyang
Polytechnic in August 1995.

FiRST ENGINEERING ® ANNUAL REPORT 2003 = 11



FINANCIAL HIGHLIGHTS

Earnings Before Interests,
Tax, Depreciation
Turnover (S$’mil) Profit Before Taxation (S$'mil) and Amortisation (EBITA) (S$’mil)
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Basic Earnings Per Share? (cents) Return On Equity? (%) Net Tangible Assets (NTA)® (cents)

Notes:

1. Basic earnings per share is calculated by dividing the profit after tax and minority interests but before
exceptional item and extraordinary item for the year by the number of ordinary shares in issue.

2. Return on equity is calculated by dividing the profit after tax and minority interests but before
exceptional item and extraordinary item for the year by the shareholders’ funds.

3. The NTA per share is computed based on the the number of ordinary shares in issue.

4. The number of ordinary shares in issue in year 1999 to year 2002 have been adjusted for the bonus issue.
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors and management are committed to high standards of corporate governance and continue to embrace the practices contained
in the Best Practice Guide issued by the Singapore Exchange Securities Trading Limited (the “SGX-ST”) so as to ensure greater transparency and
protection of shareholders’ interest. This statement outlines the main corporate governance practices that were in place throughout the
financial year.

Board Matters

Role of the Board of Directors

The Board’s primary role is to protect and enhance long-term shareholder value. It sets the overall strategy for the Group and supervises executive
management. To fulfill this role, the Board is responsible for the overall corporate governance of the Group, including setting its strategic direction,
establishing goals for management and monitoring the achievement of these goals.

Board Processes

To assist in the execution of its responsibilities, the Board has established the following Board Committees: Audit Committee, Nominating
Committee, Remuneration Committee and First Engineering Share Option Committee. These committees function within clearly defined terms of
reference and operating procedures, which are reviewed on a regular basis. The effectiveness of each committee is also constantly monitored.

The full Board currently holds 2 scheduled meetings each year. In addition, it holds strategic and special meetings at such other times as may be
necessary to address any specific significant matters that may arise.

Matters Requiring Board Approval
The directors have identified a number of areas for which the Board has direct responsibility for decision-making. The Board meets to consider the
following corporate events and actions:

. Approval of announcements of half year and full year results announcements;

. Approval of the annual report and accounts;

. Declaration of interim dividends and proposals of final dividends;

. Convening of shareholders’ meetings; and

. Approval of corporate strategies.

All other matters are delegated to committees whose actions are reported to and monitored by the Board.

Access to Information

Directors are regularly furnished with detailed information concerning the Group to enable them to be fully cognisant of the decisions and actions of the
Group’s executive management. All directors have unrestricted access to the Company’s records and information. Detailed Board papers are prepared
for each Board Meeting and are normally circulated a week in advance of each meeting. The board papers include sufficient information from the
management on financial, business and corporate issues to enable the directors to be properly briefed on issues to be considered at Board Meetings.

The Company Secretary attends all Board meetings and is responsible to ensure that established procedures and all relevant regulations which are
applicable to the Company are complied with.

Each director has the right to seek independent legal and other professional advice, at the Company’s expense, concerning any aspect of the Group’s
operations or undertakings in order to fulfill their duties and responsibilities as directors.
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Directors’ Meetings held in 2003
The Board meets at least twice a year within each financial year and as warranted by particular circumstances as deemed necessary by the Board.
Below is the attendance of the Directors at the Board Meetings held in the year under review:

Name of Director Number of Board Meetings attended
Lim Song Kie @ Linda Kusumawati
Sadikin Darmawan @ Wang Chan Wei
Mok Chun Chiew

Lim Teck Leong David

Yin Kum Choy

Victor Loh Kwok Hoong

Kour Nam Tiang

Chua Keng Hiang

PRI INININININ

Board Composition and Balance
Presently, the Board comprises two executive directors and six non-executive directors. The names and the key information of the directors of the
Company in office at the date of this Statement are found in page 8-9 of this Annual Report.

The composition of the Board is determined in accordance with the following principles:-

e At least one-third of the Board should comprise independent non-executive directors.

e The Board should have enough directors to serve on the various committees of the Board without over-burdening the directors or making it difficult
for them to discharge their responsibilities.

«  Directors appointed by the Board are subject to election by shareholders at the following annual general meeting and, thereafter, directors are
subject to re-election once every three years.

The key information regarding the Directors are as follows:

Past directorship of other
Date of last re-election Present Directorship listed companies over the

Name of Director Date of Appointment or re-appointment of other listed companies preceding three years
Lim Song Kie 6 December 1983 28 August 2002 - -
@ Linda Kusumawati
Sadikin Darmawan 21 November 2000 31 August 2001 - -
@ Wang Chan Wei
Mok Chun Chiew 15 January 1996 31 August 2001 - -
Lim Teck Leong David 20 November 1997 31 August 2001 Samudera Shipping Line Ltd -
Yin Kum Choy 1 April 1997 28 August 2002 - -
Victor Loh Kwok Hoong 1 September 2002 NA FHTK Holdings Limited -

Seksun Corporation Limited

Singapore MRT Limited

SMRT Corporation Limited

TIBS Holdings Limited

Thakral Corporation Limited
Kour Nam Tiang 30 September 2002 NA - -
Chua Keng Hiang 30 September 2002 NA Jadason Enterprises Ltd -

Ocean Sky International Limited

PSC Corp Ltd

Tat Seng Packaging Group Ltd
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Independent members of the Board of Directors

The board of Directors has five non-executive independent directors, representing 62.5% of the Board: Mr Lim Teck Leong David, Mr Yin Kum Choy,
Mr Victor Loh Kwok Hoong, Mr Chua Keng Hiang and Mr Kour Nam Tiang. The criterion of independence is based on the definition given in the Code of
Corporate Governance issued by the Corporate Governance Committee. The Board considers an “independent” director as one who has no relationship
with the Company, its related companies or its officers that could interfere, or be reasonably perceived to interfere, with the exercise of the director’s
independent judgement of the Group’s affairs.

Chairman and Chief Executive Officer

The Chairman and Chief Executive Officer are separate persons, namely, Madam Lim Song Kie @ Linda Kusumawati and Mr Sadikin Darmawan @ Wang
Chan Wei. This is to maintain effective oversight and to ensure that no individual or small group of individuals dominate the Board’s decision making
process. The Chairman and Chief Executive Officer are mother and son.

The Chairman, who is non-executive is responsible for the functioning of the Board and is free to act independently in the best interest of the Group and
its shareholders while the Chief Executive Officer bears executive responsibility for the running of the Group’s businesses.

The Group’s Chief Executive Officer is Mr Sadikin Darmawan @ Wang Chan Wei, who is responsible for the day-to-day running of the Group as well as
the exercise of control over the quality, quantity and timeliness of information flow between the Board and management. He has played an instrumental
role in developing the business of the Group and has also provided the Group with strong leadership and vision.

All major decisions by the Chief Executive Officer are reviewed by the Audit Committee. His performance and remuneration is reviewed periodically by
the Nominating Committee and Remuneration Committee. Both the Nominating Committee and the Remuneration Committee comprises mainly of
independent directors of the Company. As such, the Board believes that there are adequate safeguards in place against an uneven concentration of
power and authority in a single individual.

Board Committees
To assist the Board in the execution of its duties, the Board has delegated specific functions to the following committees:

Audit Committee

The Audit Committee is chaired by Mr Chua Keng Hiang and its other members are Mr Lim Teck Leong David and Mr Kour Nam Tiang. All three members
are independent directors of the Company. The Audit Committee meets half yearly with the Group’s external auditors and its executive management to
review accounting, audit and financial reporting matters so as to ensure that an effective control environment is maintained in the Group.

The Audit Committee also monitors proposed changes in accounting policies and discusses the accounting implications of major transactions.
In addition, the Committee advise the Board regarding the adequacy of the Group’s internal controls and the contents and presentation of its reports.

Specifically, the Audit Committee:

e Reviews the audit plans and scope of audit examination of the external auditors;

e  Evaluates the overall effectiveness of the external audits through regular meetings with the auditors;

e Reviews the adequacy of the internal audit function;

e Determine that no restrictions are being placed by management upon the work of the external auditors;

e  Evaluates the adequacy of the internal control systems of the Group by reviewing written reports from the external auditors, and management’s
responses and actions to correct any deficiencies;

e Evaluates the adherence to the Group’s administrative, operational and internal accounting controls;

e Reviews the half year and full year financial statements and announcements to shareholders before submission to the Board for adoption;

e Reviews interested person transactions (as defined in Chapter 9 of the Listing Manual of the SGX-ST) to ensure that they are on normal
commercial terms and not prejudicial to the interests of the Company or its shareholders; and

e Considers any other matters as requested by the Board.

The Audit Committee is authorised to investigate any matter within its terms of reference, has full access to the management, and with full discretion

to invite any executive director or executive officer to attend its meetings, as well as reasonable resources to enable the committee to discharge its
function properly.
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The Audit Committee meets at least twice a year when necessary. Below is the attendance of the Directors at the Audit Committee Meetings held in the
year under review:

Name of director Attendance
Chua Keng Hiang (Chairman) 1*
Lim Teck Leong David (Member) | 1*
Kour Nam Tiang (Member) 1*

*Appointed only with effect from 18 October 2002.

The Audit Committee has reviewed the nature and extent of non-audit services provided by Ernst & Young, the external auditors, to the Group in the
financial year ended 2003 and is satisfied that the nature and extent of such services are not likely to prejudice the independence of Ernst & Young as
external auditors of the Company.

Nominating Committee
The Nominating Committee is chaired by Mr Victor Loh Kwok Hoong and its other members are Mr Lim Teck Leong David and Mr Yin Kum Choy. All three
members are independent directors of the Company.

The responsibilities of the Nominating Committee are to determine the criteria for identifying candidates, reviewing nominations for the appointment of
directors to the Board, to decide how the Board’s performance may be evaluated and to propose objective performance criteria for the Board’s approval.

In addition, the Nominating Committee also performs the following functions:

e Assess the contribution of each individual director to the effectiveness of the Board;

= Re-nominate any director, having regard to the director’s contribution and performance;

= Determine on an annual basis whether a director is independent;

e Decide whether a director is able to and has been adequately carrying out his or her duties as a director of the Company, particularly when the
director has multiple board representations; and

* Identify gaps in the mix of skills, experience and other qualities required in an effective board so as to better nominate or recommend suitable
candidates to fill the gaps.

A member of the Nominating Committee holds office until the next Annual General Meeting following that member’s appointment and, subject to the
prior approval of the Board, be re-appointed to such office. Where, by virtue of any vacancy in the Nominating Committee for any reason and the number
of members of the Nominating Committee is reduced to less than three (or such other number as may be determined by the SGX-ST), the Board shall,
within three months thereafter, appoint such a number of new members to the Nominating Committee. Any new member appointed shall hold office
for the remainder of the term of office of the member of the Nominating Committee in whose place he or she is appointed.

The Nominating Committee meets at least once a year when necessary. Below is the attendance of the Directors at the Nominating Committee
Meetings held in the year under review:

Name of director Number of Nominating Committee Meeting attended:
Victor Loh Kwok Hoong (Chairman) Nil (appointed only with effect from 18 October 2002)
Yin Kum Choy (Member) 1
Lim Teck Leong David (Member) 1

The Nominating Committee considers the following directors to be independent:
Lim Teck Leong David

Yin Kum Choy

Victor Loh Kwok Hoong

Kour Nam Tiang

Chua Keng Hiang
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The Nominating Committee has nominated the following directors, who will be retiring as directors at the forthcoming Annual General Meeting
pursuant to Articles of Association of the Company, for re-election:

Mok Chun Chiew

Victor Loh Kwok Hoong

Kour Nam Tiang

Chua Keng Hiang

Remuneration Committee
The Remuneration Committee is chaired by Mr Lim Teck Leong David and its other members are Madam Lim Song Kie @ Linda Kusumawati and
Mr Chua Keng Hiang. The majority of the Remuneration Committee members are independent directors of the Company.

The Remuneration Committee reviews and approves recommendations on remuneration policies and packages for key executives. The review covers all
aspects of remuneration, including but not limited to directors’ fees, salaries, allowances, bonuses, share options, and benefits-in-kind. The committee’s
recommendations are made in consultation with the Chairman of the Board and submitted for endorsement by the entire Board.

The Remuneration Committee meets at least once a year when necessary. Below is the attendance of the Directors at the Remuneration Committee
Meetings held in the year under review:

Name of director Attendance

Lim Teck Leong David (Chairman) | 1

Lim Song Kie 0 (appointed only with effect from 21 May 2003)
@ Linda Kusumawati (Member)

Chua Keng Hiang (Member) 1

First Engineering Share Option Committee
This committee was established in October 2002 and comprises the three directors of the Company; Mr Sadikin Darmawan @ Wang Chan Wei,
Mdm Lim Song Kie @ Linda Kusumawati and Mr Chua Keng Hiang.

The Share Option Committee administers the First Engineering Executives’ Share Option Scheme (the “ESOS”). Employees of the Group and the directors
(whether executive or non-executive) of the Company who are not the controlling shareholders or the associates of such controlling shareholders of the
Company are entitled to participate in the ESOS. Amendments to the ESOS rules were made on 26 August 2002, inter alia:-

e Allow the participation of the associate of the controlling shareholders of the Company in the ESOS; and

e  Allow the grant of options at discounted exercised prices.

Other details of the ESOS are found in the Directors’ Report.

Remuneration Matters

The Group’s remuneration policy is to provide compensation packages at market rates which reward good performance as well as attract, retain and
motivate managers and directors.

The Remuneration Committee determines the remuneration packages for the executive directors based on the performance of the Group and the

individual. Independent directors are paid directors’ fees, determined by the full Board based on the effort, time spent and responsibilities of the
independent directors.
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A breakdown showing the level and mix of remuneration paid to each Director (in percentage terms) for the year ended 31 March 2003 is as follows:

Share

Salary* Bonus* | Directors’ fees | Total Option Exercise Date
Remuneration bands % % % % Grants** price of expiry
Above S$500,000
Ong Sin Seng @ Supardi 62 38 - 100 - - -
$$250,000 to S$500,000
Sadikin Darmawan@ Wang Chan Wei 63 37 - 100 200,000 $$0.375 14 October 2007
Below S$250,000
Lim Song Kie @ Linda Kusumawati - - 100 100 - - -
Mok Chun Chiew 60 40 - 100 150,000 $$0.375 14 October 2007
Lim Teck Leong David - - 100 100 70,000 $$0.375 14 October 2007
Yin Kum Choy - - 100 100 70,000 $$0.375 14 October 2007
Victor Loh Kwok Hoong# - - 100 100 70,000 $$0.375 14 October 2007
Chua Keng Hiang## - - 100 100 70,000 $$0.375 14 October 2007
Kour Nam Tiang## - - 100 100 70,000 $$0.375 14 October 2007
Hui Choon Ho### - - 100 100 - - -

*The salary and bonus amounts shown are inclusive of allowances and Central Provident Fund contribution
** Relates to option granted during the year by the company

# Appointed on 1 September 2002

## Appointed on 30 September 2002

### Resigned on 30 September 2002

The range of gross remuneration received by the top 5 executives (excluding Executive Directors) of the Group is as follows:

Remuneration Bands No. of Executives
$$200,000 to 5$249,999 Nil
$$100,000 to $$199,999 5%

*One of the executive whose remuneration exceeds $$150,000 is also the associate of the controlling shareholder.

Accountability and Audit

In presenting the half yearly and annual financial statements and announcements to shareholders, it is the aim of the Board to provide the shareholders
with a detailed analysis, explanation and assessment of the Group’s financial position and prospects. The management currently provides the Board
with appropriately detailed management accounts of the Group’s performance, position and prospects on a half-yearly basis.

Internal Controls

The Board acknowledges that it is responsible for the overall internal control framework. At the same time, it recognises that no cost effective internal
control system will preclude all errors and irregularities, as a system is designed to manage rather than eliminate the risk of failure to achieve business
objectives. Such measures can provide only reasonable and not absolute assurance against material misstatement or loss. The directors regularly review
the effectiveness of all internal controls, including operational controls.

Risk assessment and evaluation takes place as an integral part of the annual strategic planning cycle. Having identified the risks involved in the

achievement of strategic objectives, each business is required to document the management and mitigating actions proposed and put in place in respect
of each risk.
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Internal Audit

The Group intends to set up an internal audit function in 2004. The internal audit unit will promote internal control in the Group and monitor the
performance and application of internal procedures. The internal auditors are expected to meet or exceed the standards set by nationally or internationally
recognized professional bodies including the Standards for the Professional Practice of internal Audit set by The Institute of Internal Auditors.

The internal audit unit will also assess the risks affecting the Group in its activities and ensure that the risks of all its entities have been identified analysed
and sufficiently hedged.

The internal auditor will report primarily to the Chairman of the Audit Committee, Mr Chua Keng Hiang. The Audit Committee will ensure that the
internal auditors have adequate resources and has appropriate standing within the Group. The Committee will assess the effectiveness of the internal
auditors on an annual basis by examining:

o The scope of the internal auditors’ work;

e The quality of the report;

o Their relationship with the external auditors; and

e Their independence of the areas reviewed.

Communication with Shareholders

The Company does not practice selective disclosure. In line with continuous disclosure obligations of the Company pursuant to the SGX-ST’s Listing
Rules and the Singapore Companies Act, the Board’s policy is that all shareholders should be equally and timely informed of all major developments that
impact the Group.

Information is communicated to shareholders on a timely basis through:

e Annual reports that are prepared and issued to all shareholders. The Board makes every effort to ensure that the annual report includes all
relevant information about the Group, including future developments and other disclosures required by the Companies Act and Singapore
Statements of Accounting Standard;

< Notices of an explanatory memoranda for annual general meetings and extraordinary general meetings;

e Press and analyst briefings for the Group’s half-year and full-year results as well as other briefings, as appropriate;

e Press release on major developments of the Group; and

e Disclosures to the SGX-ST.

In addition, shareholders are encouraged to attend the AGM to ensure a high level of accountability and to stay informed of the Group’s strategy and
goals. The AGM is the principal forum for dialogue with shareholders.

The notice of the AGM is despatched to shareholders, together with explanatory notes or a circular on items of special business, at least 14 working days
before the meeting. The Board welcomes questions from shareholders who will have an opportunity to raise issues either informally before or at the
AGM. The respective Chairman of the Audit, Remuneration and Nominating Committees are normally available at the meeting to answer those questions
relating to the work of their committees.

Dealing in Securities

The Group has put in place procedures which prohibit dealings in the Company’s shares by its officers while in possession of price sensitive information
and during the one month prior to the announcement of the Company’s half-year and full year results. Directors and executives are also expected
to observe insider trading laws at all times even when dealing in securities within permitted trading period.

Compliance with Existing Best Practices Guide to the Singapore Exchange

The Board of Directors confirms that for the financial year ended 31 March 2003, the Company has complied with the principal corporate governance
recommendations set out in the Best Practices Guide issued by the SGX-ST.
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DIRECTORS’ REPORT

(Amounts in Singapore dollars unless otherwise stated)

Directors’ contractual benefits

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than a benefit or any fixed
salary of a full-time employee of the Company included in the aggregate amount of emoluments shown in the financial statements, or any
emoluments received from a related corporation) by reason of a contract made by the Company or a related corporation with the director or
with a firm of which the director is a member, or with a company in which the director has a substantial financial interest, except for
professional fees payable to a firm in which a director has an interest as shown in Note 31 to the financial statements.

Dividends

$'000
Interim tax exempt dividend in respect of the current financial year of 0.30 cent per share (2002: 0.20 cent) paid 601
Final tax exempt dividend in respect of the preceding financial year of 0.30 cent per share (2002: 0.15 cent) paid 429

The directors proposed a final and a special tax exempt dividend of 0.30 cent each, totalling to 0.60 cent per share amounting to
approximately $1,200,000 in respect of the financial year ended 31 March 2003, subject to approval of the shareholders at the forthcoming
annual general meeting of the Company.

Audit committee

The Board supports the developments to improve corporate governance and confirms compliance with the Singapore Exchange Securities
Trading Limited (SGX-ST)’s Best Practices Guide relating to Audit Committees.

The Audit Committee comprises of three independent non-executive directors, one of whom is also the Chairman of the Committee.
The members of the Committee are:

Chua Keng Hiang (Independent, non-executive director, Chairman)
Lim Teck Leong David (Independent, non-executive director)
Kour Nam Tiang (Independent, non-executive director)

In performing those functions, the Committee reviewed:

(@) the audit plan of the Company’s auditors;

(b) the half year announcement of the results of the Company and of the Group for the financial period from 1 April 2002 to
30 September 2002;

() the financial statements of the Company and the consolidated financial statements of the Group for the financial year ended

31 March 2003 and the auditors’ report on those financial statements before their submission to the Board of Directors;

(d) the announcement of the results of the Company and of the Group for the financial year ended 31 March 20083;

(e) the independence and the objectivity of the external auditors and the nature and extent of the non-audit services performed by the
external auditors; and

4] the requirements for approval and disclosure of interested person transactions, and where necessary, sought approval for interested
person transactions, and with the assistance of the management, reviewed interested person transactions.
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DIRECTORS’ REPORT

(Amounts in Singapore dollars unless otherwise stated)

Audit committee (cont’d)

The Committee has recommended to the Board of Directors that the auditors, Ernst & Young, be nominated for re-appointment as auditors
at the forthcoming Annual General Meeting of the Company.

In performing its functions, the Audit Committee:

(@) has full access to and co-operation by the management and has full discretion to invite any director and executive officer to
attend its meetings; and

(b) has been given reasonable resources to enable it to discharge its functions properly.

The Audit Committee held 2 meetings during the financial year.

Interested person transactions

The aggregate value of interest person transactions as defined in Chapter 9 of the Singapore Exchange’s Listing Manual is as follows:

Group
2003 2002
$'000 $'000
Professional fees paid to a firm of which a director is a partner 95 128
Wages, salaries and bonuses paid to employees who are associates of controlling shareholders 452 388

The values of the above interested person transactions are below the materiality thresholds stated in Chapter 9 of the SGX-ST
Listing Manual.

Other information required by the Singapore Exchange Securities Trading Limited
No material contracts to which the Company or any subsidiary is a party and which involve directors’ interests subsisted at the end of the
financial year, or have been entered into since the end of the previous financial year.

Auditors

Ernst & Young have expressed their willingness to accept re-appointment as auditors.

On behalf of the Board of Directors

Sadikin Darmawan @ Wang Chan Wei
Director

Mok Chun Chiew
Director

Singapore
3 July 2003
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STATEMENT BY DIRECTORS

PURSUANT TO SECTION 201(15)

We, Sadikin Darmawan @ Wang Chan Wei and Mok Chun Chiew, being two of the directors of First Engineering Limited, do hereby state
that, in the opinion of the directors,

(i) the accompanying balance sheets, profit and loss accounts, statements of changes in equity and consolidated cash flow statement
together with notes thereto, set out on pages 32 to 69 are drawn up so as to give a true and fair view of the state of affairs of the
Company and of the Group as at 31 March 2003 and of the results of the business and changes in equity of the Company and of

the Group and cash flows of the Group for the year then ended, and

(ii) at the date of this statement there are reasonable grounds to believe that the Company will be able to pay its debts as and when
they fall due.

The Board of Directors authorised these financial statements for issue on 3 July 2003.

On behalf of the Board of Directors

Sadikin Darmawan @ Wang Chan Wei
Director

Mok Chun Chiew
Director

Singapore
3 July 2003
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AUDITORS’ REPORT

TO THE MEMBERS OF FIRST ENGINEERING LIMITED

We have audited the financial statements of First Engineering Limited Ltd set out on pages 32 to 69. The financial statements comprise the
balance sheets of the Company and of the Group as at 31 March 2003, the profit and loss accounts and the statements of changes in equity
of the Company and of the Group and consolidated cash flow statement of the Group for the year ended 31 March 20083, and notes thereto.
These financial statements are the responsibility of the Company’s directors. Our responsibility is to express an opinion on these financial
statements based on our audit. The financial statements for the year ended 31 March 2002 were audited by other auditors, whose report
dated 27 June 2002 expressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with Singapore Standards on Auditing. Those Standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by the directors, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion,

(@) the financial statements are properly drawn up in accordance with the provisions of the Companies Act (“Act”) and Singapore
Statements of Accounting Standard and so as to give a true and fair view of:-

(i) the state of affairs of the Company and of the Group as at 31 March 2003 and of the results and changes in equity of the
Company and of the Group and cash flows of the Group for the year ended on that date; and

(ii) the other matters required by section 201 of the Act to be dealt with in the financial statements;

(b) the accounting and other records, and the registers required by the Act to be kept by the Company and by those subsidiaries
incorporated in Singapore of which we are the auditors have been properly kept in accordance with the provisions of the Act.

We have considered the financial statements and the auditors’ reports of all subsidiaries of which we have not acted as auditors and the
financial statements of subsidiaries which are not required to present audited financial statements under the laws of their countries of
incorporation, being financial statements included in the consolidated financial statements. The names of these subsidiaries are stated in
Note 6 to the financial statements.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the financial statements of the Company
are in form and content appropriate and proper for the purposes of the preparation of the consolidated financial statements and we have
received satisfactory information and explanations as required by us for those purposes.

The auditors’ reports on the financial statements of the subsidiaries were not subject to any qualification and in respect of subsidiaries
incorporated in Singapore, did not include any comment made under section 207(3) of the Act.

ERNST & YOUNG

Certified Public Accountants

Singapore
3 July 2003
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BALANCE SHEETS

AS AT 31 MARCH 2003
(AMOUNTS IN SINGAPORE DOLLARS)

Group Company
2003 2002 2003 2002
Note $000 $'000 $'000 $'000

Share capital and reserves
Share capital 3 20,024 14,254 20,024 14,254
Reserves 4 36,171 28,389 6,966 10,285

56,195 42,643 26,990 24,539
Minority interests 5,745 1,582 - -

61,940 44,225 26,990 24,539
Fixed assets 5 57,596 52,024 4,569 5,793
Subsidiaries 6 - - 20,723 15,043
Joint venture company 7 - 2,815 - 2,425
Other investments 8 1,400 1,410 1 1
Goodwill on consolidation 9 580 - - -
Current assets
Stocks 10 9,445 9,966 2,442 1,990
Debtors, deposits and prepayments 11 22,014 21,441 14,495 10,332
Fixed deposits 15 2,600 735 - -
Cash and bank balances 17,614 13,917 3,418 6,665

51,673 46,059 20,355 18,987
Current liabilities
Creditors and accruals 16 28,851 21,896 11,147 7,940
Lease obligations, current 18 1,538 1,814 58 185
Bank borrowings, current 19 2,225 2,828 2,000 2,000
Short-term bank loans 20 3,399 5,930 - -
Provision for taxation 3,600 2,638 198 234

39,613 35,106 13,403 10,359
Net current assets 12,060 10,953 6,952 8,628
Non-current liabilities
Lease obligations, non current 18 (451) (1,997) (73) (131)
Bank borrowings, non current 19 (5,964) (17,732) (4,500) (6,500)
Deferred taxation 27 (3,281) (3,248) (682) (720)

61,940 44,225 26,990 24,539

The accounting policies and explanatory notes on pages 38 through 69 form an integral part of the financial statements.
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PROFIT AND LOSS ACCOUNTS

FOR THE YEAR ENDED 31 MARCH 2003

(Amounts in Singapore dollars)

Group Company
2003 2002 2003 2002
Note $'000 $'000 $'000 $'000
Turnover 21 100,369 84,137 18,495 13,139
Cost of sales (67,489) (62,013) (10,037) (7,516)
Gross profit 32,880 22,124 8,458 5,623
Other operating (expenses) income 22 (529) 3,223 1,123 1,920
Distribution and selling expenses (2,189) (1,927) (287) (631)
Administrative expenses (9,293) (9,971) (5,851) (5,617)
Other operating expenses (587) (904) - (18)
Profit from operations 24 20,282 12,545 3,443 1,277
Financial income 25 89 94 S 4
Financial expenses 26 (643) (1,504) (18) (59)
Share of results of joint venture company (105) (89) - -
Profit before taxation 19,623 11,046 3,428 1,222
Taxation 27 (3,338) (2,057) (92) (604)
Profit after taxation 16,285 8,989 3,336 618
Minority interests (1,399) (151) - -
Net profit attributable to shareholders 14,886 8,838 3,336 618
Earnings per share (cents) 28
Basic 7.44 4.44
Diluted 7.44 4.44

The accounting policies and explanatory notes on pages 38 through 69 form an integral part of the financial statements.
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STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2003

(Amounts in Singapore dollars)

Share Share Revaluation Translation Revenue Other
Group capital premium reserve reserve reserve reserve Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000

Balance at 31 March 2001

as previously stated 14,210 54 216 43 18,841 - 33,364
Change in accounting policy* - - - - 213 - 213
Balance at 1 April 2001

as restated 14,210 54 216 43 19,054 - 33,577
Issue of shares upon

exercise of warrants 5 6 - - - - 11
Issue of shares upon

exercise of share options 39 155 - - - - 194
Currency translation differences - - - 520 - - 520
Net profit - - - - 8,838 - 8,838
Dividends (Note 29) - - - - (497) - (497)
Balance at 31 March 2002 14,254 215 216 563 27,395 - 42,643
Balance at 1 April 2002 14,254 215 216 563 27,395 - 42,643
Issue of bonus shares 5,706 (215) - - (5,491) - -
Issue of shares upon

exercise of share options 64 81 - - - - 145
Currency translation differences - - - (449) - - (449)
Transfer to other reserve - - - - (115) 115 -
Net profit - - - - 14,886 - 14,886
Dividends (Note 29) - - - - (1,030) - (1,030)
Balance at 31 March 2003 20,024 81 216 114 35,645 115 56,195
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STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2003

(Amounts in Singapore dollars)

Company Share capital Share premium  Revenue reserve Total
$°000 $'000 $'000 $°000
Balance at 31 March 2001 as previously stated 14,210 54 9,736 24,000
Change in accounting policy* - - 213 213
Balance at 1 April 2001 as restated 14,210 54 9,949 24,213
Issue of shares upon exercise of warrants B 6 - 11
Issue of shares upon exercise of share options 39 155 - 194
Net profit - - 618 618
Dividends (Note 29) - - (497) (497)
Balance at 31 March 2002 14,254 215 10,070 24,539
Balance at 1 April 2002 14,254 215 10,070 24,539
Issue of bonus shares 5,706 (215) (5,491) -
Issue of shares upon exercise of share options 64 81 - 145
Net profit - - 3,336 3,336
Dividends (Note 29) - - (1,030) (1,030)
Balance at 31 March 2003 20,024 81 6,885 26,990

In the previous financial year, the Company retroactively changed its accounting policy from recognising dividends proposed
or declared after the balance sheet date as a liability to disclosing such dividends as a subsequent event in accordance with
Statement of Accounting Standard (SAS) 10 (2000), Events after the Balance Sheet Date. As a result of the change, the revenue
reserve of both the Company and the Group as at 1 April 2001 was increased by approximately $213,000.

The accounting policies and explanatory notes on pages 38 through 69 form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2003

(Amounts in Singapore dollars)

2003 2002
$°000 $°000
Cash flows from operating activities
Net profit before taxation and minority interests 19,623 11,046
Adjustments:
Share of results of joint venture company 105 89
Provision for diminution in value of unquoted investments 28 38
Exchange realignment (240) (256)
Gain on disposal of fixed assets 4) (183)
Loss on disposal of leasehold land and building - 24
Depreciation of fixed assets 7,026 6,676
Interest expense 643 1,504
Interest income (89) (94)
Amortisation of goodwill arising from acquisition of subsidiary company 145 -
Operating profit before working capital changes 27,237 18,844
Movements in:
Stocks 2,628 (2,120)
Trade debtors (297) (6,361)
Other debtors, deposits and prepayments 490 432
Due from joint venture 540 9)
Trade creditors 1,390 2,973
Other creditors and accruals 3,515 (1,950)
Cash generated from operations 35,403 11,809
Interest paid (643) (1,504)
Interest received 89 94
Income taxes paid (2,173) (398)
Net cash from operating activities 32,676 10,001
Cash flows from investing activities
Purchase of fixed assets 6,727) (854)
Proceeds from sale of fixed assets 34 273
Proceeds from sale of leasehold land and building - 4,370
Investment in club membership (18) -
Acquisition of subsidiary company, net of cash acquired A (2,944) -
Net cash (used in) from investing activities (9,655) 4,289
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2003

(Amounts in Singapore dollars)

2003 2002
Note $°000 $'000
Cash flows from financing activities
Proceeds from issue of new shares 145 205
Payment of dividends to shareholders (1,030) (497)
Repayment of lease obligations (1,822) (1,955)
Repayment of term loans (14,1583) (25,618)
Repayment of short-term bank loans (5,930) (5,000)
Proceeds from term loans 1,863 20,000
Proceeds from short term bank loans 3,468 2,426
Proceeds from lease obligations - 3,810
Net cash used in financing activities (17,459) (6,629)
Net increase in cash and cash equivalents 5,662 7,661
Cash and cash equivalents at beginning of year 14,652 6,991
Cash and cash equivalents at end of year 30 20,214 14,652
A. The attributable net assets of the subsidiary acquired during the year are as follows:
2003
$'000
Fixed assets 6,801
Stocks 2,008
Trade debtors 1,140
Other debtors 167
Cash and bank balances 312
Other creditors (934)
Deferred taxation (818)
Amount due to holding company (59)
Amount due to related company (1,054)
8,063
Less: Minority interests (2,822)
Adjusted net attributable assets 5,241
Less: accounted as joint venture company previously (Note 7) (2,710)
2,531
Goodwill on consolidation 725
Purchase consideration on additional investment 3,256
Less: cash and cash equivalents (312)
Net cash outflow for the acquisition of subsidiary company 2,944

The accounting policies and explanatory notes on pages 38 through 69 form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

- 31 MARCH 2003

(Amounts in Singapore dollars)

1. Corporate Information

The financial statements of First Engineering Limited and the consolidated financial statements of First Engineering Limited and
its subsidiaries for the year ended 31 March 2003 were authorised for issue in accordance with a directors’ resolution dated
3 July 20083.

The Company, incorporated and domiciled in Singapore, is a public limited company listed on the Official List of the
Singapore Exchange Securities Trading Limited. The address of the Company'’s registered office and principal place of business is
26 Woodlands Loop #07-00 Singapore 738317.

The principal activities of the Company are the design, fabrication, manufacture and sale of high precision moulds for plastic gears
and investment holding. There have been no significant changes in the nature of the activities of the Company during the financial
year.

The principal activities of the subsidiaries are as shown in Note 6 to the financial statements.

The Group and Company employed 1,367 and 212 (2002: 1,006 and 187) employees as of 31 March 2003, respectively.

2. Significant accounting policies

(a) Basis of preparation
The financial statements of the Company and of the Group which are expressed in Singapore dollars, have been prepared
under the historical cost convention in accordance with Singapore Statements of Accounting Standard (“SAS”) and applicable
provisions of the Singapore Companies Act, except for certain land and buildings which are carried at revalued amounts.

(b) Principles of consolidation
The consolidated financial statements include the financial statements of the Company and its subsidiaries. The results of
subsidiaries acquired or disposed during the financial year are consolidated for the periods from or to the date of acquisition
or disposal. All intercompany balances, transactions and any unrealised profit or loss on intercompany transactions are
eliminated on consolidation.

When a subsidiary or joint venture company is acquired, any difference between the consideration paid and the fair values
of the net assets acquired, is amortised on a straight-line basis to the consolidated profit and loss account over the period
of expected benefit not exceeding 20 years.

The results of foreign subsidiaries are translated into Singapore dollars at the average exchange rates for the year and
balance sheet items are translated at exchange rates ruling at the balance sheet date. Exchange differences arising on
translating the opening net assets of foreign subsidiaries are taken directly to the translation reserve until the disposal of
the subsidiary.

Investment in joint venture company is accounted for in the consolidated financial statements using the equity method.
The financial statements of foreign joint venture company are translated into Singapore dollars at exchange rates ruling at
the balance sheet date. Any unrealised gain arising from transactions with the joint venture company is eliminated to the
extent of the portion attributable to the Group.
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NOTES TO THE FINANCIAL STATEMENTS

- 31 MARCH 2003

(Amounts in Singapore dollars)

2. Significant accounting policies (cont’d)

(c) Subsidiaries and joint venture company
Investments in subsidiaries and joint venture company are stated in the financial statements of the Company at cost.
Provision is made where there is a decline in value that is other than temporary.

A subsidiary is a company in which the Group, directly or indirectly, holds more than half of the issued share capital,
or controls more than half of the voting power, or controls the composition of the board of directors.

A joint venture company is a company, not being a subsidiary, in which there is a contractual arrangement whereby two or
more parties undertake financial and operating policy decisions which are subject to joint control.

(d) Fixed assets
Fixed assets are stated at cost or valuation, net of depreciation and any impairment loss.

Construction-in-progress represents buildings and plant under construction and is stated at cost. This includes cost of
construction, plant and equipment and other direct costs including interest.

Where fixed assets are revalued, any surplus on revaluation is credited to revaluation reserve. A decrease in the net carrying
amount of the fixed assets arising on revaluation of fixed assets is charged to the statement of profit and loss to the extent
that it exceeds any surplus held in reserve relating to a previous revaluation of the same class of assets. Upon the disposal
of revalued property, the relevant portion of the revaluation reserve realised in respect of previous valuations is transferred
directly to revenue reserve.

For fixed assets revalued before 1 January 1997, prior to the issue of Statement of Accounting Standard (SAS) 14 (Revised),
there is no fixed policy with respect to the frequency of revaluation of these fixed assets. Fixed assets are revalued as and
when deemed appropriate by the directors. However, the assets are reviewed for impairment on an annual basis.

For revaluation of properties done on or after 1 January 1997, revaluations are made with sufficient regularity to ensure that
their carrying amounts do not differ materially from their fair values at the balance sheet date.

Depreciation is provided on all fixed assets other than freehold land, at the following rates calculated to write off the cost or
revalued amounts of each asset on a straight-line basis over their estimated useful life:

Years
Freehold building 50 - 60
Leasehold land and buildings 20 - 60
Leasehold improvements 4 - 8
Machinery and equipment 4 - 10
Motor vehicles 3 - 10
Furnitures, fittings, office equipment and computer 4 - 10
Moulds 5

Leasehold land and buildings is depreciated over the shorter of the estimated useful life of the asset of the lease period.
Construction-in-progress is not depreciated until such time as the relevant assets are completed and ready for
operational use.

Fully depreciated fixed assets are retained in the financial statements until they are no longer in use and no further charge for
depreciation is made in respect of these assets.
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2. Significant accounting policies (cont’d)

(e) Leases
Finance leases, which effectively transfer to the Group substantially all the risks and benefits incidental to ownership of the
lease item, are capitalised at the present value of the minimum lease payments at the inception of the lease term and
disclosed as leased fixed assets. Lease payments are apportioned between the finance charges and reduction of the lease
liability so as to achieve a constant rate of interest on the remaining balance of liability. Finance charges are charged directly
to the statement of profit and loss.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased assets are
classified as operating leases. Operating lease payments are recognised as an expense in the statement of profit and loss
on a straight-line basis over the lease term.

(f) Investments
Quoted investments are stated at the lower of cost and market value determined on an aggregate portfolio basis. Unquoted
investments held on a long-term basis are stated at cost. Provision is made for any decline in value that is other
than temporary.

(9) Impairment of assets

Fixed assets, other investments and goodwill on consolidation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the asset may not be recoverable. Whenever the carrying amount of an
asset exceeds its recoverable amount, an impairment loss is recognised in the statement of profit and loss or treated as
revaluation decrease for assets carried at revalued amount to the extent that the impairment loss does not exceed the
amount held in the revaluation surplus for the same asset. The recoverable amount is the higher of an asset’s net selling
price and value in use. The net selling price is the amount obtainable from the sale of an asset in an arm'’s length transaction.
Value in use is the present value of estimated future cash flows expected to arise from the continuing use of an asset and
from its disposal at the end of its useful life. Recoverable amounts are estimated for individual assets or, if it is not possible,
for the cash-generating unit to which the asset belongs.

Reversal of an impairment loss recognised in prior years is recorded when there is an indication that the impairment loss
recognised for an asset no longer exists or has decreased. The reversal is recorded in the statement of profit and loss or as
a revaluation increase. However, the increased carrying amount of an asset due to a reversal of an impairment loss is
recognised to the extent it does not exceed the carrying amount that would have been determined (net of amortisation or
depreciation) had no impairment loss been recognised for that assets in prior years.

(h) Grants
Asset related grants from the Government are net off against the cost of the qualifying assets and recognised in the
statement of profit and loss over the life of the qualifying asset by way of a reduced depreciation charge. Income related
grants from the Government are recognised in the statement of profit and loss in the period in which the grants are received.

(i) Stocks
Stocks are stated at the lower of cost and net realisable value. The cost of stocks is determined on a weighted average
basis. Cost includes materials, all direct expenditure and an attributable portion of overheads. Net realisable value is the

estimated normal selling price, less estimated costs necessary to make the sale.

Provision is made for deteriorated, damaged, obsolete and slow-moving stocks.
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2. Significant accounting policies (cont’d)

(0] Trade and other receivables
Trade and other receivables, including intercompany receivables, are recognised and carried at original invoiced amount
less provision for doubtful debts. An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are written off as incurred.

(k) Cash and cash equivalents
Cash consists of fixed deposits, cash on hand and cash with banks, including bank overdrafts. Cash equivalents are
short-term, highly liquid investments that are readily convertible to known amount of cash and that are subject to an
insignificant risk of changes in value.

(1) Trade and other payables
Trade and other payables, including intercompany payables, are carried at cost which is the fair value of the consideration
to be paid in the future for goods and services received.

(m) Borrowings
Borrowings are recognised initially at cost. In subsequent periods, borrowings are stated at amortised cost using the
effective yield method. The difference between initial cost and the redemption value is recognised in the statement of profit
and loss over the period of the borrowings.

(n) Borrowing costs
Borrowing costs during the period of time that is required to complete and prepare property, plant and equipment for their
intended use are capitalised as part of the cost of the assets.

(o) Employee benefits
As required by law, the Company makes contribution to the Central Provident Fund (CPF). CPF contributions are recognised

as compensation expense in the same period as the employment that gives rise to the contribution.

Employee entitlements to annual leave are recognised when they accrue to employees. An accrual is made for estimated
liability for annual leave as a result of service rendered by employees up to the balance sheet date.

(p) Employee equity compensation benefits
The Company has an employee share option scheme whereby employees are granted non-transferable options to purchase
the Company'’s shares. There are no charges to the statement of profit and loss upon the grant or exercise of these options.
(q) Turnover and revenue recognition
Revenue from the assembly and sale of manufactured products is recognised net of goods and services tax and discounts

when the goods have been delivered and accepted by the customer.

Revenue from sale of moulds is recognised net of goods and services tax and discounts when the moulds have been
completed and are accepted by the customer.

Interest income is recognised on an accrual basis.
Dividend income is recorded gross on the date it is declared payable by the investee company.
Management fee income is recognised when the services are rendered.

Group turnover excludes intercompany transactions and turnover of the joint venture company.
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2. Significant accounting policies (cont’d)

(r) Income taxes
Income tax expense is determined on the basis of tax effect accounting, using the liability method, and is applied to all
temporary differences at the balance sheet date between the carrying amounts of assets and liabilities and the amounts
used for tax purposes.

Deferred tax liabilities are recognised for all taxable temporary differences (unless the deferred tax liability arises from goodwill
amortisation or the initial recognition of an asset or liability in a transaction that is not a business combination and at the time
of the transaction affects neither the accounting profit nor taxable profit or loss).

Deferred tax liabilities are recognised for all taxable temporary differences associated with investments in subsidiaries and
interest in joint venture, except where the timing of the reversal of the temporary difference can be controlled and it is
probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and unused
tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary
differences, carry-forward of unused tax assets and unused tax losses can be utilised (unless the deferred tax asset relating
to the deductible temporary difference arises from the initial recognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss).
For deductible temporary differences associated with investments in subsidiaries and interest in joint venture, deferred tax
assets are only recognised to the extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary difference can be utilised.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and reduced to the extent that is no
longer probable that sufficient taxable profit will be available to allow the benefit of part or all of the deferred tax asset to
be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or subsequently enacted at the
balance sheet date.

(s) Foreign currencies
The accounting records of the companies in the Group are maintained in their respective measurement currencies.

Transactions in foreign currencies are recorded in the respective measurement currencies at exchange rates approximating
those ruling at the transaction dates. Foreign currency monetary assets and liabilities at the balance sheet date are translated
into the respective measurement currencies at exchange rates approximating those ruling at that date. All resulting exchange
differences are recognised in the statement of profit and loss.

(t) Segments
For management purposes, the Group is organised on a world-wide basis into 2 major operating businesses. The businesses

are the basis on which the Group reports its primary segment information.

Segment revenue, expenses and results include transfers between business segments and between geographical segments.
Such transfers are accounted for on an arm’s length basis.
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3. Share capital
2003 2002
$'000 $'000
Authorised
- 600,000,000 (2002: 600,000,000) ordinary shares of $0.10 each 60,000 60,000
Issued and fully paid
- 200,237,795 (2002: 142,540,000) ordinary shares of $0.10 each 20,024 14,254
During the financial year, the Company issued the following shares:
Shares issued and consideration Purpose
10,000 ordinary shares of $0.10 each at $0.154 per share for cash Exercise of share options
110,000 ordinary shares of $0.10 each at $0.4975 per share for cash Exercise of share options
14,000 ordinary shares of $0.10 each at  $0.3554 per share for cash Exercise of share options
499,800 ordinary shares of $0.10 each at $0.1657 per share for cash Exercise of share options
57,063,995 ordinary shares of $0.10 each via capitalisation of $215,000 Bonus share issue

from share premium account and $5,491,399 from revenue reserve
account credited as fully paid on the basis of 2 new ordinary shares
for every 5 existing ordinary shares

Pursuant to the extraordinary general meeting on 28 August 2002, the Company adopted a new share option scheme,
“First Engineering Share Option Scheme” (the “FEL ESOS”), to which executive and non-executive employees are eligible to participate
in options granted. Accordingly, the Executives’ Share Option Scheme (‘ESOS 1998”), established in 1998, was terminated.
Such termination does not affect the subscription rights in options granted prior to termination, which shall continue to remain
exercisable in accordance with the rules of the ESOS 1998.

The options under ESOS do not entitle the holders to participate in any share issue of any other corporation in the Group by virtue
of the option.
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3. Share capital (cont’d)

Details of options to subscribe for new ordinary shares of $0.10 each in the share capital of the Company pursuant to the ESOS
1998 and FEL ESOS (collectively known as the “ESOS”) are as follows:

Options
Option Balance at granted Adjusted
exercise 1.4.2002 during Bonus Balance at Number exercise Exercise
period (Date granted) the year issue Exercised Cancelled 31.3.2003 of holders Price price*
15 January 10,000 - - (10,000) - - - $0.154 -
2000 to (14 January
14 January 1999)
2004
16 January 218,000 - 39,200 (124,000) (10,000) 123,200 6 $0.4975  $0.3554
2001 to (15 January
15 January 2000)
2005
9 August 471,000 - 181,600 (499,800) (17,000) 135,800 13 $0.2320  $0.1657
2002 to (8 August
8 August 2001)
2006
15 October - 2,202,000 - - (20,000) 2,182,000 172 $0.3750 -
2003 to (14 October
14 October 2002)
2007

+  Outstanding options as at 5 July 2002 are adjusted for bonus share issue on the basis of 2 new bonus shares for every 5 existing ordinary shares during the year.
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3. Share capital (cont’d)

Share options exercised during the financial year:

Market value

No. of shares of shares at
Exercise Date issued Exercise price Proceeds exercise date
$ $'000 $
1 April 2002 10,000 0.4975 5 0.507
2 April 2002 30,000 0.4975 15 0.507
3 April 2002 10,000 0.4975 5 0.518
4 April 2002 10,000 0.4975 5 0.518
8 April 2002 10,000 0.4975 5 0.521
9 April 2002 10,000 0.1540 1 0.521
11 April 2002 20,000 0.4975 10 0.521
15 April 2002 10,000 0.4975 5 0.514
22 April 2002 10,000 0.4975 5 0.454
1 August 2002 14,000 0.3554 5 0.390
12 August 2002 140,000 0.1657 23 0.455
14 August 2002 112,000 0.1657 19 0.450
15 August 2002 7,000 0.1657 1 0.450
16 August 2002 28,000 0.1657 6 0.450
19 August 2002 14,000 0.1657 2 0.450
20 August 2002 14,000 0.1657 2 0.440
22 August 2002 7,000 0.1657 1 0.400
28 August 2002 63,000 0.1657 11 0.395
2 September 2002 7,000 0.1657 1 0.365
4 September 2002 9,800 0.1657 2 0.365
18 September 2002 70,000 0.1657 12 0.370
25 September 2002 7,000 0.1657 1 0.335
20 November 2002 7,000 0.1657 1 0.390
3 January 2003 7,000 0.1657 1 0.380
18 January 2003 7,000 0.1657 1 0.390
633,800 145
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4., Reserves
Group Company

2003 2002 2003 2002

$'000 $'000 $'000 $'000

Share premium 81 215 81 215
Revaluation reserve 216 216 - -
Translation reserve 114 563 - _
Revenue reserve 35,645 27,395 6,885 10,070

Other reserve 115 - - -

36,171 28,389 6,966 10,285

In accordance with SAS 1 (Revised 1999), movements in reserves for the Company and the Group are set out in the Statements of
Changes in Equity.

Share premium
Share premium may be applied only for the purposes specified in the Companies Act. The balance is not available for distribution
of dividends except in the form of shares.

Translation reserve
The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign
operations that are not integral to the operations of the Group.

Other reserve

This relates to appropriation of funds from the net profit of a subsidiary established in the People’s Republic of China (“PRC”).
In accordance with the PRC laws, a foreign owned subsidiary is required to allocate at least 10% of its net profit to the reserve fund
until the balance of such fund has reached 50% of its registered capital. The reserve fund can only be used, upon approval by the
relevant authority, to offset accumulated losses or increase in capital.
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o Fixed assets
At
valuation At cost
Furniture,
fittings,
Freehold Leasehold office
land land Machinery equipment
and and Leasehold and Motor and Construction-
Group building building Moulds improvements equipment vehicles computer in-progress Total
$'000 $'000 $'000 $'000 $°000 $'000 $'000 $'000 $°000

Cost or valuation
At 1.4.2002 1,942 26,380 - 3,797 44,846 1,578 4,397 239 83,179
Attributable to acquisition

of subsidiary - 3,760 804 - 5,036 161 143 - 9,904
Additions - 495 33 88 4,141 45 194 1,731 6,727
Disposals - - (4) - (66) (175) (4) - (249)
Reclassification - - - 171 1,469 42 (129) (1,553) -
Translation differences (71) (895) (83) (42) 673) (22) (52) (10) (1,298)
At 31.3.2003 1,871 30,240 800 4,014 54,753 1,629 4,549 407 98,263
Accumulated depreciation
At 1.4.2002 184 2,452 - 2,053 22,245 940 3,281 - 31,155
Attributable to acquisition

of subsidiary - 305 690 - 2,015 7 16 - 3,103
Charge for the year 27 551 50 615 5,367 178 238 - 7,026
Disposals - - - - (48) (160) (2) - (210)
Translation differences (7) (33 (28) (7) (293) (15) (24) - (407)
At 31.3.2003 204 3,275 712 2,661 29,286 1,020 3,509 - 40,667
Charge for 2002 28 483 - 612 4,948 248 357 - 6,676
Net book value
At 31.3.2003 1,667 26,965 88 1,353 25,467 609 1,040 407 57,596
At 31.3.2002 1,758 23,928 - 1,744 22,601 638 1,116 239 52,024
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5. Fixed assets (cont’d)
Furniture,
fittings,
Machinery office
Leasehold and Motor equipment
Company improvements equipment vehicles and computer Total
$°000 $°000 $°000 $°000 $°000

Cost
At 1.4.2002 843 8,519 858 1,359 11,579
Additions 7 157 - 65 229
Disposals - (140) (147) - (287)
At 31.3.2003 850 8,536 711 1,424 11,521
Accumulated depreciation
At 1.4.2002 398 4,107 389 892 5,786
Charge for the year 141 1,017 84 160 1,402
Disposals - (101) (135) - (236)
At 31.3.2003 539 5,023 338 1,052 6,952
Charge for 2002 166 1,034 147 163 1,510
Net book value
At 31.3.20083 311 3,513 373 372 4,569
At 31.3.2002 445 4,412 469 467 5,793
(@ The net book values of the Group’s fixed assets which have been pledged to secure banking facilities as stated in Notes 19

and 20 are as follows:

2003 2002
$'000 $'000

Leasehold land and building 25,757 23,000

Machinery and equipment - 3,193

Furniture, fittings, office equipment and computer - 266
(b) The Group’s freehold land and building were professionally appraised by independent valuers Knight Frank Baillieu and

Vigers (JB) Sdn Bhd in 1993. The valuation was made on the basis of open market value for existing use;

(c) Had the Group’s freehold and leasehold land and buildings which are stated at revalued amounts, been carried at cost less
accumulated depreciation, the net book value of these freehold and leasehold land and buildings as at 31 March 2003
would have been approximately $1,521,000 (2002: $1,607,000) and $402,000 (2002: $462,000) respectively; and

(d) Included in the Company’s and Group’s fixed assets are machinery and equipment with a net book value of approximately
$Nil (2002: $288,000) and $3,851,000 (2002: $5,212,000) respectively and motor vehicles with a net book value of
approximately $365,000 (2002: $451,000) and $396,000 (2002: $534,000) respectively which were acquired under
finance lease.
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6. Subsidiaries

@)

Investment in subsidiaries comprises:

Company
2003 2002
$'000 $'000
Unquoted equity shares, at cost
At beginning of year 16,043 16,043
Additional investment during the year 5,680 =
At end of year 21,723 16,043
Provision for diminution in value (1,000) (1,000)
20,723 15,043
There was no movement in provision for diminution in value of investment in subsidiaries during the financial year.
The Company had the following subsidiaries as at 31 March 2003 :
Country of
incorporation
Principal and Effective equity Cost of
Name activities business held by the Group investment
2003 2002 2003 2002
% % $'000 $'000
Held by the Company
First Engineering Manufacture and Singapore 100 100 5,364 5,364
Plastics Pte Ltd # sale of plastic parts for
electronics and
electrical industries
First Engineering Manufacture and Singapore 100 100 3,000 3,000
Mikron Gears Pte Ltd # sale of plastic parts
(currently inactive)
First Engineering Optics Manufacture of moulds, Singapore 100 100 300 300
Pte Ltd # plastic optical lens and
related products
FEL Data Storage Assembly and sale of Singapore 100 100 1,000 1,000
Pte Ltd # plastic parts for
electronics industries
(currently inactive)
Precision Plastic Manufacture and Malaysia 60 60 849 849

Engineering Sdn. Bhd. +

sale of precision plastic
components
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6. Subsidiaries (cont’d)

Country of
incorporation
Principal and Effective equity Cost of
Name activities business held by the Group investment
2003 2002 2003 2002
% % $°000 $°000
Precision Tools and Manufacture of Malaysia 100 100 922 922
Plastic Components precision moulds
Sdn. Bhd. +
Precision Plastic Mikron Manufacture of Malaysia 100 100 113 113
Gears Sdn. Bhd. + precision moulds
and plastic
components
First Engineering Manufacture and Philippines 100 100 ++ ++
Precision Moulds and sale of high precision
Plastic (Philippines) plastic components
Incorporated ~ for electronic,
automobile and
telecommunication
industries
(currently inactive)
First Engineering Technical and United 100 100 * *
(USA) Inc. A engineering States
support services of America
(currently inactive)
Shicheng Precision Manufacture and People’s 100 100 3,245 3,245
Moulds and Plastics sale of moulds Republic
(Shanghai) Co., Ltd + and injection of of China
plastic parts
Anchor Technology Investment British Virgin -~ 100 100 1,250 1,250
Limited A holding Islands
Guangzhou Sanxing Manufacture and People’s 65 51 5,680 -
Precision Moulds sale of precision Republic
& Plastics Engineering moulds and precision of China
Co., Ltd. + engineering components
21,723 16,043
#  Audited by Ernst & Young Singapore.
+ Audited by associated firms of Ernst & Young Singapore.
A Not required to be audited under the laws of their countries of incorporation.

Denotes amount less than $1,000.

++ The cost of investment in this subsidiary, amounting to $380,000 (2002: $380,000) has been fully written off.

ok
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7. Joint venture company
(@) Investment in joint venture company comprises:
Group Company

2003 2002 2003 2002

$'000 $'000 $'000 $'000
Unquoted equity shares, at cost 2,425 2,425 2,425 2,425
Group’s share of post-acquisition results and reserves 285 390 - -
Reclassification (2,710) - (2,425) -

- 2,815 - 2,425
(b) Details of the joint venture company are as follows:
Country of
incorporation
Principal and Effective equity Cost of
Name activities business held by the Group investment
2003 2002 2003 2002
% % $'000 $'000

Held by the Company
Guangzhou Sanxing Manufacture and People’s - 51~ - 2,425
Precision Moulds & sale of plastic Republic
Plastics Engineering products of China

Co., Ltd.

* In the prior year, this was accounted for as a joint venture company as the financial and operating policy decisions were subjected to joint
control by the Company and its joint venture partner under the terms of the Memorandum and Articles of Guangzhou Sanxing Precision
Moulds & Plastics Engineering Co., Ltd. (“Guangzhou Sanxing”). During the financial year, the Company increased its equity interest in Guangzhou
Sanxing from 51% to 65%. Guangzhou Sanxing became a subsidiary of the Company following the amendment of the terms of the Memorandum
and Articles of Guangzhou Sanxing upon completion of the transaction. Accordingly, the cost of investment and the share of post acquisition
results and reserves have been reclassified to investment in subsidiaries and have been included in the determination of the goodwill
on consolidation as disclosed in Note 6 of the financial statements.
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8. Other investments

Group Company
2003 2002 2003 2002
$°000 $'000 $'000 $'000
Quoted investments
Equity shares, at cost 1,253 1,253 1
Unquoted investments
Club membership, at cost 252 234 -
Less provision for diminution in value
of unquoted investments (105) (77) -
Total 1,400 1,410 1
Market value of quoted investments 1,352 1,352 1
Movement in provision for diminution in value of unquoted investments during the financial year:
At beginning of year 77 39 -
Provision for the year 28 38 -
At end of year 105 77 -
9. Goodwill on consolidation
Group
2003 2002
$'000 $'000
Goodwill on consolidation arising from acquisition of subsidiary 725
Less: Accumulated amortisation (145)
580
Movement in accumulated amortisation during the year is as follows:
At beginning of year -
Amortisation for the year 145
At end of year 145
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10. Stocks
Group Company
2003 2002 2003 2002
$'000 $'000 $'000 $'000
Raw materials, at cost 2,607 3,910 7 8
Work-in-progress, at net realisable value 219 1,704 219 589
Work-in-progress, at cost 3,046 588 2,216 1,393
Finished goods, at net realisable value 787 269 - -
Finished goods, at cost 2,764 3,345 - -
Consumables, at cost 22 150 - -
9,445 9,966 2,442 1,990
Stocks at cost are stated after provision for stock obsolescence of:
Provision for stock obsolescence (1,451) (1,078) (300) (311)
Movements in provision for stock obsolescence during the financial year:
At beginning of year 1,078 1,066 311 255
Provision for the year 383 206 - 56
Write back of provision (10) (189) (11) -
Translation difference - 5) - -
At end of year 1,451 1,078 300 311
11. Debtors, deposits and prepayments
Group Company
2003 2002 2003 2002
Note $'000 $'000 $'000 $'000
Trade debtors 12 20,974 19,5637 476 490
Other debtors, deposits and prepayments 13 1,040 1,363 527 331
Due from joint venture company (non-trade) 14 - 541 - 541
Due from subsidiaries (non trade) 14 - - 10,484 7,635
Due from subsidiaries (trade) - - 3,008 1,335
22,014 21,441 14,495 10,332
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12.

13.

Trade debtors

Group Company

2003 2002 2003 2002

$'000 $'000 $'000 $'000
Trade debtors 24,164 22,160 573 587
Less provision for doubtful debts (8,190) (2,623) 97) 97)

20,974 19,537 476 490
Movements in provision for doubtful trade debts during the financial year:
At beginning of year 2,623 1,134 97 97
Provision for the year 573 1,697 - -
Write off against provision - (212) - -
Translation difference (©6) 4 - -
At end of year 3,190 2,623 97 97
Other debtors, deposits and prepayments

Group Company

2003 2002 2003 2002

$°000 $'000 $°000 $°000
Other debtors 1,114 802 251 96
Deposits 20 18 4 8
Prepayments 513 831 388 346
Less provision for doubtful debts (607) (288) (116) (119)

1,040 1,363 527 331

Movement in provision for doubtful non-trade debts during the financial year:
At beginning of year 288 69 119 30
Provision for the year 365 219 - 89
Write-back of provision (46) - 3) -
At end of year 607 288 116 119
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14.

15.

16.

17.

Due from joint venture company/subsidiaries (non-trade)

These balances are unsecured, interest-free and are repayable on demand.

Fixed deposits

These fixed deposits bear effective interest rates ranging from 0.99% to 1.7% (2002: 0.865% to 1.110%) per annum with maturities

within one month from the financial year-end.

Creditors and accruals

Group Company
2003 2002 2003 2002
Note $'000 $'000 $'000 $'000
Trade creditors 10,402 9,010 2,074 994
Other creditors and accruals 17 18,449 12,886 9,073 6,946
28,851 21,896 11,147 7,940
Other creditors and accruals
Group Company
2003 2002 2003 2002
$'000 $'000 $'000 $'000
Other creditors 7,712 4,224 3,874 3,426
Accrued operating expenses 10,737 8,662 5,199 3,520
18,449 12,886 9,073 6,946
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18. Lease obligations
Group Company
Minimum Present Minimum Present
lease value of lease value of
payments Interest payments payments Interest payments
$'000 $'000 $'000 $'000 $'000 $'000
2003

More than 1 year and
not later than 5 years 499 (52) 447 79 (10) 69
Later than 5 years 5 (1) 4 5 (1) 4
504 (53) 451 84 (11) 73
Not later than 1 year 1,675 (137) 1,638 67 9) 58
2,179 (190) 1,989 151 (20) 131

2002

More than 1 year and
not later than 5 years 2,171 (191) 1,980 146 (19) 127
Later than 5 years 21 (4) 17 5 (1) 4
2,192 (195) 1,997 151 (20) 131
Not later than 1 year 1,998 (184) 1,814 204 (19) 185
4,190 (879) 3,811 355 (39) 316

Lease terms range from 3 to 7 years with options to purchase at the end of the lease term. Lease terms do not contain restrictions
concerning dividends, additional debt or further leasing.

The average discount rate implicit on the lease obligations ranges from 4.63% to 6.49% (2002: 4.99% to 7.96%) per annum.

19. Bank borrowings
Group Company

2003 2002 2003 2002

$'000 $'000 $'000 $'000
Secured bank borrowings
Bank loan 1,689 2,060 - -
Revolving credit facility 6,500 18,500 6,500 8,500
Total bank term loans 8,189 20,560 6,500 8,500
Due within one year (2,225) (2,828) (2,000) (2,000)
Due after one year 5,964 17,732 4,500 6,500
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19.

20.

21.

Bank borrowings (cont’d)

These loans comprise the following:

(@) Company
The revolving credit facility is secured by a legal mortgage on a subsidiary’s leasehold land and building. It bears interest at
1% per annum above the bank’s swap rate and will mature in April 2006.

(b) Subsidiary
Bank loan of approximately $1,689,000 (RM3,627,000) is secured by a subsidiary’s leasehold land and building and a fixed
charge over the assets of the subsidiary. It bears fixed interest at the rate of 4.25% (2002: 7.9%) per annum and will mature
on July 2010.

Short-term bank loans

Short-term bank loans of the Group comprise the following:

(i) short-term advance facility of approximately $300,000 (2002: $4,200,000), unsecured and bears interest at rates ranging
from 1.94% to 2.19% (2002: 2.03% to 2.6%) per annum;

(ii) short-term bank loan of approximately $1,238,000 (2002: Nil), unsecured and bears interest at 1.25% per annum above
LIBOR;

(iii) short-term bank loan of approximately $1,434,000 (2002: $2,236,000), unsecured and bears interest at the rate of 1.5% to
6.8455% per annum above SIBOR (2002: 1.5% to 7.254% above SIBOR); and

(iv) short-term bank loan of approximately $427,000 (2002: Nil), secured by a pledge over a subsidiary’s leasehold building and
bears interest at the rate of 5.54% per annum.

Turnover
Group Company
2003 2002 2003 2002
$'000 $'000 $'000 $'000
Sale of goods and moulds 100,369 84,137 12,665 10,139
Dividend income from subsidiaries - - 2,530 -
Management fee income from subsidiaries - - 3,300 3,000
100,369 84,137 18,495 13,139
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22. Other operating (expenses) income
Group Company

2003 2002 2003 2002

$°000 $'000 $'000 $'000
Foreign exchange (loss) gain, net (1,099) 578 (55) 29
Rental income 71 921 626 652
Government grant 208 711 189 711
Gain on disposal of fixed assets 4 183 4 52
Write-back of over provision of expenses 11 682 358 464
Sale of scrap materials 226 - - -
Others 50 148 1 12
(529) 3,223 1,123 1,920

23. Personnel expenses
Group Company

2003 2002 2003 2002

$°000 $'000 $'000 $'000
Wages, salaries and bonuses 18,696 18,914 6,081 5,926
Provident fund contributions 1,452 1,348 480 485
Other personnel expenses 747 285 268 64
20,895 20,547 6,829 6,475

Personnel expenses include the amounts of directors’ remuneration and fees disclosed in Note 24.
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24, Profit from operations

This is determined after charging (crediting) the following:

Group Company

2003 2002 2003 2002

$'000 $'000 $'000 $'000
Auditors’ remuneration
- auditors of the Company 70 70 32 32
- other auditors 93 57 = =
Non-audit fees to auditors of the Company 110 37 58 11
Depreciation of fixed assets 7,026 6,676 1,402 1,510
Amortisation of goodwill 145 = = =
Directors’ remuneration
- directors of the Company 2,542 1,210 2,520 869
- directors of subsidiaries 109 100 109 100
Directors’ fees
- directors of the Company 218 272 180 177
- directors of subsidiaries 18 18 = =
Gain on disposal of fixed assets (4) (183) (4) (52)
Fees paid to a firm of which a director is a partner 95 128 80 80
Government grant (208) (711) (189) (711)
Loss (gain) on foreign exchange, net 1,099 (578) 59 (29)
Loss on disposal of leasehold land and building - 24 - -
Provision for diminution in value of unquoted investments 28 38 - -
Provision for doubtful trade debts SIS 1,697 - -
Provision for doubtful non-trade debts 365 219 - 89
Write-back of provision for doubtful non-trade debts (46) - 3) -
Provision for stock obsolescence 383 206 - 56
Write-back of provision for stock obsolescence (10) (189) (11) -
Operating lease expenses 475 424 20 9

25. Financial income
Group Company

2003 2002 2003 2002

$'000 $'000 $'000 $'000
Interest income on bank balances and fixed deposits 89 94 8 4
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26. Financial expenses
Group Company
2003 2002 2003 2002
$°000 $'000 $'000 $'000
Interest expense
- bank loans (459) (1,258) - (35)
- hire purchase (184) (245) (18) (24)
- bank overdrafts - (1) - -
(643) (1,504) (18) (59)
27. Taxation
Major components of income tax expense for the financial year were:
Group Company
2003 2002 2003 2002
$°000 $'000 $'000 $'000
Current taxation 3,240 2,403 130 234
Deferred taxation 339 (433) 39 47
3,579 1,970 169 281
(Over) under provision of tax in prior year 79 87 (4) 323
Change in tax rate (820) - (73) -
3,338 2,057 92 604

The reconciliation of the current year tax expense and the product of accounting profit multiplied by the applicable rate is as follows:

Group Company

2003 2002 2003 2002

$°000 $'000 $°000 $°000
Accounting profit 19,623 11,046 3,428 1,222
Tax at the applicable tax rate of 22% (2002: 24.5%) 4,317 2,706 754 299
Tax effect of expenses that are not deductible

in determining taxable profit 271 206 59 85

Tax exemptions (120) (39) (12) (13)
Double tax relief - (90) - (90)
Tax effect of income not subjected to tax (819) (714) (632) -
Unrecognised deferred tax asset (738) (129) - -
Effect of different tax rates 165 30 - -
Others 3 - -
Tax expense 3,579 1,970 169 281

60 @ ANNUAL REPORT 2003 @ FRST ENGINEERING



NOTES TO THE FINANCIAL STATEMENTS

- 31 MARCH 2003

(Amounts in Singapore dollars)

27. Taxation (cont’d)

Deferred taxes relates to the following:

Group Company

2003 2002 2003 2002

$'000 $'000 $'000 $'000
Deferred tax liability
Tax over book depreciation 4,294 3,904 865 889
Foreign exchange gains - 159 - 6
Deferred tax asset not recognised 15 - - -
Revaluation of land and building 54 = = =
Deferred tax asset
Provisions (984) (815) (171) (175)
Unutilised tax allowances (61) - - -
Foreign exchange losses 37) = (12) -

3,281 3,248 682 720

Income of the Group that is not subject to tax arising from the following:

(i) A subsidiary in Singapore was granted the pioneer status under the Economic Expansion Incentives (Relief from Income
Tax) Act for a period of 7 years;

(ii) A subsidiary in Malaysia was granted the pioneer status under the Promotion of Investment Act 1986 for a period of 5 years
commencing on 1 April 1997. Accordingly, 70 percent of its statutory income for the financial year ended 31 March 2002
was exempted from income tax; and

(iii) Subsidiaries in China are entitled to full exemption from Enterprise Income Tax (“EIT”) for the first two years and a 50 percent
reduction for the next three years, commencing from the first profitable year after offsetting all tax losses carried forward
from the previous years (subject to a minimum of five years). In current year, both China subsidiaries are entitled to 50 per
cent reduction in tax rates based on its statutory accounts.

The Group has deductible temporary differences of approximately $807,000 (2002: $1,361,000) for which no deferred tax asset is
recognised due to uncertainty of its recoverability. The use of these balances is subject to the agreement of the relevant tax
authorities and compliance with certain provisions of the tax legislation of the respective countries in which the companies in the
Group operate.
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28. Earnings per share

Basic earnings per share is calculated by dividing the net profit attributable to shareholders for the year by the weighted average
number of ordinary shares in issue during the financial year:

Group
2003 2002
Net profit for the year ($'000) 14,886 8,838
Weighted average number of ordinary shares in issue (‘000)* 200,031 199,156
Basic earnings per share (in cents) 7.44 4.44

*  Adjusted for bonus share issue of approximately 57,064,000 ordinary shares (2002: approximately 57,016,000) on the basis of 2 new ordinary shares for
every 5 existing ordinary shares held in the capital of the Company by the shareholders.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all
dilutive potential ordinary shares which are share options granted to the employees.

In the computation of diluted earnings per share in relation to the share options, a calculation is done to determine the number of
shares that could have been acquired at market price (determined as the average share price of the Company’s shares for the
financial year) based on the monetary value of the subscription rights attached to outstanding share options. This calculation serves
to determine the ‘unpurchased’ shares to be added to the ordinary shares outstanding for the purpose of computing the dilution.

Group
2003 2002

Net profit for the year, representing amount used to determine

diluted earnings per shares ($'000) 14,886 8,838
Weighted average number of ordinary shares in issue (‘000)* 200,031 199,156
Adjustment for share options (‘000) 169 68
Weighted average number of ordinary shares for dilutive earnings per share (‘000) 200,200 199,224
Diluted earnings per share (in cents) 7.44 4.44

*  Adjusted for bonus share issue of approximately 57,064,000 ordinary shares (2002: approximately 57,016,000) on the basis of 2 new ordinary shares for
every 5 existing ordinary shares held in the capital of the Company by the shareholders.
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