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RPORATE PROFILE

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 1,680 regionally and 380,000 sq ft of manufacturing space with over 280
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
ISO14000 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
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and customer satisfaction.



Mr Suparman
@ \Wang Chan Tak
Chairman

Mr Sadikin Darmawan
@ Wang Chan Wei
Managing Director

Dear shareholders,

We continued to make headways into new industry sectors
including telecommunications and optics as a means to
develop new avenues of growth and diversify as well as
enlarge our revenue and customer base. Group turnover
continued to register double digit growth according to our
target — by 23.2% to $123.6 million from the previous year’s
$100.4 million.

Net profit grew by a larger margin than turnover, rising by
45.5% to $21.7 million due mainly to effective cost
management, better capacity utilization and continuous
manufacturing process improvements. Our net profit margin
has been increasing steadily from 10.1% five years ago to
17.5% this year.

Earnings per share climbed from 7.44 cents to 10.78 cents
while net asset backing per ordinary share strengthened to
37.41 cents, from 28.06 cents previously. Strong operating
cash flow reduced Group borrowings from $13.6 million to
$8.7 million. Cash and cash equivalents totaled $26.6 million
as compared to $20.2 million last year.

On behalf of our board of directors, | am pleased to announce
that we are proposing special tax-exempt dividend of
2.6 cents per share and final dividend of 0.4 cents less tax.
This is in addition to the 0.4 cents dividend per share paid
for the half year, making total dividend payout of 3.4 cents
per share for the year.

Our Plastic Injection business posted revenue growth of
26% from $88.6 million to $111.3 million thanks to new
programs launch by both existing and new customers.
Tooling revenue on the other hand, increased marginally
from $11.8 million to $12.3 million.

We are now better diversified in terms of the industry
sectors served which means we are more resilient to isolated
seasonal and cyclical fluctuations and volatility. Where we
were once exposed heavily to Hard Disk Drive and Business
Machines, we now can count Automotive, Optics and
Telecommunications as significant revenue contributors.
These developing growth drivers contributed 20%, 5% and
5% respectively to Group revenue while Business Machines
and Hard Disk Drive accounted for 36% and 27% of Group
revenue respectively.

An emerging growth area is plastic consumer and medical
disposables. We are currently collaborating with a global
medical company on new medical products. This presents
a huge opportunity for us to make deeper inroads and to
build our reputation in the medical field that could potentially
become a significant revenue contributor due to the enormity
of its market size and resistance to cyclical economic
turbulence.

In order to convincingly build market share in diverse
industries, we need to constantly be at the forefront of



technological development and innovation so that we
remain relevant and competitive. This involves our continual
commitment to creating new technology and honing our
systems and processes to find ever more efficient ways to
produce cost-competitive and high quality products and
services. In this respect, we have shown considerable
improvement.

Profit from operations increased by 30.0% from $20.3 million
to $26.4 million. The Six Sigma initiatives implemented
company-wide keep us focused in our mission to be
our customers’ preferred supplier of choice through the
delivery of high value-adding products and services which
consistently exceed their expectations. It forms part of our
singular goal to maximize total customer satisfaction for
three key audiences, namely, our customers, shareholders
and employees.

We will continue to invest in new machinery and upgrade
existing equipment. Collaborating with strategic partners
is another way to develop new technology such as being
done in our optics sector. Singapore will be the focal point
of our research and development efforts with Shanghai
complementing with similar activities in China. We will also
continue to hire new talents globally to propel our push to
be among the leading players in plastic components
manufacturing in the world. We have increased our global
staff strength from 1,400 to 1,700 employees.

In total, we spent $14.1 million on capital expenditure.
In addition to new and upgraded machinery, we established
new production facilities in Shanghai — expected to be
operationally ready in July 2004 - and expanded our
Guangzhou plant, adding approximately 30% to Group
production capacity. We will continue to grow our China
operations - where we have also built up our 2K painting
capability - in anticipation of continued strong demand.

MARKET ROUND-UP

All three geographical market segments posted positive
revenue growth. Malaysia’s percentage growth of 70.1% to
$28.4 million was the biggest followed by China with 41.1%
and Singapore 7.9%. Singapore is still the largest revenue
contributor with $74.3 million revenue contribution.

BUSINESS MACHINES

We are presently working to supplying high precision gears
and mechanisms for printers and personal computers (PC)
to support several new programs for leading global
manufacturers of printer parts and removable drives.

Our China operations are expected to benefit from the
expected 11.4% growth in the world PC market as the
country fast emerges as the most preferred low-cost
destination for its relatively high product quality, rapidly
developing infrastructure and huge domestic market.
The increasing popularity of color printers that runs parallel
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| CHAIRMAN'S MESSAGE AND YEAR IN REVIEW/

OUTLOOK

There are many positive and encouraging trends that are
working towards our favor for the coming year. We will also
continue to benefit from the global outsourcing trend to

lower cost manufacturing centers like China where we are
nicely established.

to the growing popularity of digital cameras will also
boost the prospects of our business machines segment.

HARD-DISK DRIVE

We participated in major new platform drives technology
including that for 1” and 2.5 drives. Global HDD shipments
are expected to hit close to 292 million units, growing by
12-15% year-on-year with future demand driven mainly by
traditional PC and enterprise storage market.

It is an exciting period for both customers as well as gadgets
and equipment related manufacturers like us as we gear
up for new applications in DVD players/recorders, set top
boxes and car navigation systems. We are also benefiting
from the relocation of HDD OEMs and ECMs into Asia.

OPTICAL PLASTICS

Our aim is to be a specialist in imaging lens components
and assembly-related provider in the optics sphere. Microsoft
became our latest and second customer for optical mouse
lens during the year in review. We are now working to
produce optical lens for VGA cameras in handheld devices
applications. More than a quarter of all mobile phones sold
worldwide in 2004 will be equipped with cameras.

AUTOMOTIVE

China’s annual automotive production is expected to increase
by 10-20%, reaching 2.8 million units in 2004. Our new
100,000 square feet plant in Shanghai is poised to tap
into this phenomenal growth. The plant will produce
distance recognition components, door lock handles and
under-the-hood safety system and components for European
and US automotive component manufacturers.

The business environment and market conditions for the
industry, however, will remain challenging due to keen
competition. As such we are always mindful of the need
to be on our guard and find better ways to deliver better
value for our customers and work smarter to achieve
stronger margins.

I would like to take this opportunity to express my
appreciation to our Board of Directors including Mr Yin
Kum Choy, Mr David Lim Teck Leong, Mdm Lim Song Kie @
Linda Kusumawati and Mr Victor Loh Kwong Hoong who
have stepped down as directors. We are grateful for their
contribution and guidance.

We would also like to thank our staff, customers, suppliers
and business associates for their continued commitment
and support that have been an invaluable source of strength
for First Engineering. We look forward to deepening our
relationship with all of them.

SUPARMAN SADIKIN DARMAWAN
@ WANG CHAN TAK @ WANG CHAN WEI
Chairman Managing Director

18 June 2004
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Board of Directors
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Non-executive Chairman**
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Mok Chun Chiew
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* appointed on 3 May 2004

** appointed as non-executive chairman on 20 May 2004

Audit Committee
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GROUP STRUCTURE

FIRST ENGINEERING LIMITED

SINGAPORE
b First Engineering Plastics Pte Ltd
b First Engineering Optics Pte Ltd

U.S.A.
b First Engineering (USA) Inc.

MALAYSIA

P Precision Plastic Engineering Sdn. Bhd.

b First Engineering Plastics (Malaysia) Sdn. Bhd.

CHINA

» Shicheng Precision Moulds and Plastics
(Shanghai) Co., Ltd

b First Engineering (Shanghai) Co., Ltd

» Guangzhou Sanxing Precision Moulds
& Plastics Engineering Co., Ltd
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FINANCIAL HIGHLIGHTS

Earnings Before Interest,

Profit Before Taxation Tax, Depreciation and
Turnover (S$'M) (S$'M) Amortisation (EBITA) (S$'M)
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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.

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

The number of ordinary shares in issue in year 2000 to year 2002 have been adjusted for the bonus issue.

12



