T

02033494

PROCESSED
MAY 20 2002

THOMSON
FINANCIAL

N

For a company with the

foresight to prepare for the
storm, the next question is

NAM TAI ELECTRONICS, INC. ANNUAL REPORT 2001




i TR F e et e




For soms, successfully weathering a bad economy is an achievement in itself. For Nam Tai, it is just the beginning. Our strategy
for the past few years has been to prepare for the emergence of the new breed of 3G telecommunication devices by establishing
our Company as a pre-eminent manufacturer of key components and subassemblies. This last year has given us the opportunity
to further prepare to handle the global demand for these new products. We have expanded capacity, increased investment in
high technology production equipment, and strengthened customer relationships. [n addition, our business development efforts
in the domestic China market are showing exciting potential, For Nam Tai, the futurs is bright. The clouds are rising and our

financial and competitive position is strong. We're ready for the opportunities a growing economic climate will bring.
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_"Oure onstant pollcy of utrhzmg the'lates technology to control productlon costs
and ing ease qualrty levels has always served us: well Nam - Taihas been
’consrstently profltable since our:1PO:in 1988. In'a difficult’ 'year for the ‘entire”
1 ,ltechnology mdustry we achreved our third consecutive year of sales growth, with.
o record sales, strong cash flows, and conﬁdence |n our future busmess prospects.‘

{3 Over $68 million in cash and marketable securities
[ $23.2 million in cash provided by operating activities
[0 Long-term customer relationships including Epson Precision,
Texas {nstruments, Toshiba, Seiko, and Sharp
O Producing mobite phone digital camera accessory for new client Ericsson
{3 Vertically integrated LCD module production capabilities

{0 New corporate head office in Hong Kong
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ewcesA by mcreasmg our productron capabllmes both physmally wnh
g 38*000 square foot. factory expansxon .dnd technolog;cally by adop’nng

O Experienced multinational management team
£3 iSO 9001 and 14001 certified

O 4 new chip on glass fines in 2001

O Chip on film technology

1 $12 million investment in new STN production line

3 6.5 acres of land reserved for further expansion
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[ Diversifying into component and subassembly manufacturing

O Long-term relationships with major Japanese customers and suppliers

O Kaey relationships with some of China’s largest electronics companies
including TCL and Legend

[O China is the world's largest mobile phone market with projected growth
at 40% annually

[0 Over 20 years of experience operating in China-we know what works

O3 New capacity ready to handle increased demand as the market recovers
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¢ i vth:potenti Ve d_odays
isting: technofogles Our sales and marketmg efforts have mcreased m both
Ja ar vh

: and T¢ ,ohd fmances loya!
v‘-custo ers operaﬂonal excellenc conservat eyet conﬂdent management

= de lcated employees Through every kmd of economy, Nam: Ta| ‘fhas adhered

O Expansion of sales and marketing team planned for 2002

O Continued focus an lowering material costs, minimizing inventory levels,
and controlling overhead costs

0 $36 million in capital expenditures and investments planned for 2002

O Mam Tai repurchased 227,300 of its common shares in 2001

0O Dividends increased by 20% in February 2002
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Message to our. shareholders

as lways been abom long lerm plannmg, alrgmng today 's resources to cspnar 28 on tomorrow s oppomnmes,
d not waver from this slyle We adapted to turbulent times by streamlining costs, while commumg with over

- $36 mvlllon in‘ca lal expendltures, expanding our loundanon for sustamable growth.

Overcommg Challenges o

Nam Ta vercame the economlc slowdcwn of - 2001 poshng record sales’ of $234 milfion and its 13!h cbnsecitive- year

‘Sales mcluded grsaler customar anid pmduct line diversification, as Nam Tai conlmued to shlﬂ towards more
technologlcally ad ; nced producls. targenng key componenls and subassemblles for moblle phones

T orders resulted in.a one- -tire mvenlory wme off and

i

cost reduct:l:ns. and au general and ! auve costs resulhng in vmproved proﬁtabnllty n lhe second half of 2001‘

mnéhed products By contlnuously upgradmg our prnduchon tachnology we have expanded the range

of subasssmblles andicomponents | that we manulacture axpandmg our produm and'customet base and gammg a competitive

advamags ovsr © mpamas ‘that focus prlmarlly on flnal product assembly

y _founder, Mr Joseph Ll. tothe posmon of chlel financial ofﬁcer of Narn Tai, and the consol‘vdatlon
adrnlnnstmhve and markeung offices ints a new centralized head office-exhibits the success of this acquisition.

~ - mig- 2000 Nam Tai began produ ng lithium jon: rschargeable bal\ery packs |n aplnl venture partnershrp wnh Tcsh;ba
o Tl'us busm S: has grown slgmf'camly in 2001 wnth sales excsedmg $21’ mllhon in our first full yeer of: operahons

Nam Ten is-continuing ‘to invest in state»ol tha art manufactunng technologles ln 2001 we mvested $5 B mxlhon in hrgh
glass ("COG") productlon tschnology lhat allows Nam Tai to Cconnéet’ lnlegratsd crrcun Chlps to LCD-
out any, w;re bondmg yielding mors advanced lightweight LCD modules. Four additional COG linea were

-level clean room envirenment, increasing the total number of lines-to fine: We also intraduced chip

,a manufacturlng advanlage for the productmn of components for mobile phones, PDAs and
tl
riven bylthe adopnon cf third genera’ucn telecommunlcatron products.

notebook PCs We mw ha € technology, capaclty and. management infrastructure, necessary to meet mcreases in
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pane! productlon fine to increase Nam Tai" s vertical mtegranon as'STN LCD panels are a crmcal componan’( in‘cellular phone
Lco modules manufactured by Nam Tal..

Al $12 rmllton |nvestment to acquire a 6%, intefest'in TOL Holdlngs Corporahon Ltd. was recently announced. With

X thls transactmn both Narn Tel and the TCL: Group. one ol Chlna s most rsnowned electromcs compan airh to.create

: On bahalf ol the Board of Dxrec!ors,

Tad Murakam: . : i
Chairman T
" April'2; 2002
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Business overview

Founded in 1975 as an electronics trading company, Nam Tai has experienced steady growth, evolving into a world-class
electronics manufacturing services provider. Nam Tai buiit a reputation as a high quality, low cost, high volume manufacturer
of finished goods including telecommunication products, personal digital assistants, calculators, and electronic dictionaries;

however it now derives approximately two thirds of its r from p b nblies including LCD modules
and lithium ion rechargeable battery packs for mobile phones, and components including LCD panels and transformers.

Nam Tai provides hardware and software design, plastic molding, component purchasing, assembly into finished products

or electronic subassemblies, post nbly testing, and shipping services, Nam Tai also provides OEMs with software

development services, silkk screening services for plastic and metal parts, and manufactures transformers.

Mission .
Nam Tai's mission is to become the preferred supplier of electronic manufacturing services (*EMS”) to leading OEMs worldwide.

Shift in Praduct Mix to Component Assembly
Nam Tai has successfully diversified its product base, reducing its reliance on calculators and personal organizers, while

growing its busi in key p s and sub nblies aimed at telecommunication products. The table opposite, sets
forth the sales percentages for the Company's product lines for the years ended December 31, 2001, 2000, and 1999,

Close Relationships with a Diversified International Customer Base

Over its 27 year history, Nam Tai has developed long-term relationships with the world's leading consumer electronics
and telecommunication customers including Epson Precision, Texas Instruments, Toshiba, Seiko, Sharp, Optrex, Canon,
Vtech, Sony, Hitachi, Ericsson, and from China, Legend and TCL. Nam Tai's intimate working relationships with its customers
allows it to jointly design and develop new.products with its customers and ensure a continuous stream of design and

manufacturing business.

hodi h

To retain cust: s, and lly attract new s, Nam Tai emp high quality competitive pricing, strong

research and development support, quality customer service, advanced assembly processes and high volume manufacturing.
To maintain customer service standards Nam Tai's senior managers work clossly with CEM customers in the design

and manufacture of new products. Often, Nam Tai's customers maintain representatives at the factory. it is also common
for these customers to transfer important manufacturing pracess technology to our engineers representing a high degree

of co-operation and trust.

Marketing products to new and existing customers is handled trom Nam Tai's new headquarters in Hong Kong Central.
Notable new customers in 2001 included Ericsson, for whom we produce a digitat camera attachment for mobile phones,

The graph at the top of the following page shows the approximate percentages of net sales ta customers by geographic area
based upon location of praduct delivery.
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Net sales to customers by geographic region Year ended Decamber 31,

2001 2(229 1999
~—————{ Hong Xong 27%
~———1{7 Noh America 24%
—{] China 1%
~—{3 Europe 10%
—{ sapan 10%
——{7 Other 18%

High Tech Manufacturing in Low Cost China
Nam Tai moved its manufacturing facilities to China in 1980 to take advantage of lower overhead costs, lower matarial costs,
and competitive labor rates. Nam Tai's main manufacturing complex is one of southern China's most advanced manufacturing

familiti

consisting of facturing plants, administrative offices, employee dormitories, recreational areas, an internet

bar and cafeteria space. Nam Tai's facilities are only 30 miles from Hong Kong where its executive and marketing offices
are located, providing the Company with easy worldwide transportation of its finished products.

The Company at year end had 548,000 square feet of manufacturing space. The external structure of a new 138,000 square
foot factory building was completed this year and installation of machinery and fixtures, including two clean rooms, will be
finished in the second quarter of 2002. Nam Tai's facilities are SO 9001 and 14001 certified.

State-of-the-Art Producli;n Technology

Low cost labor is not enough to maintain a competitive advantage. To sustain a competitive position Nam Tai continually
invests in leading edge technologies that offer increased component packaging options, higher density circuit board designs,
and more complex assembly. Nam Tai utilizes advanced production techniques such as chip on glass, chip on film, chip
on board, surface mount technology, ball grid array, tape automated bonding, and outer lead banding.

In 2001 Nam Tai invested $5.5 million ta acquire four additional chip on glass production lines, a technology that
enables the connection of integrated circuits to LCD panels without any wire bonding, resulting in lighter, more advanced
LCD modules for inclusion in high-end electronic preducts such as mobile phones and other wireless products, We also
introduced chip on film technology, an assembly method for bonding integrated circuit chips and surface mount technology
components onto a flexible printed circuit, a manufacturing advantage for the production of components for mobile phones,
PDAs and notebook PCs.

The Company will continue focusing on maintaining a low cost structure with continuous emphasis on impeccable praduct
quality, improving the design and manufacturing process, strengthening the local supplier base, deepening its vertical integration,
and continually upgrading its technology.

Acquisitions and Strategic Investments

In 2000, Nam Tai completed its acquisition of JIC Group, a Shenzhen based manufacturer of LCD panels and transformers,
LCD panels are a key component in most of the praducts that Nam Tai manufactures. With the installation of a $12 million STN
LCD production line in the first quarter of 2002, Nam Tai will increase its vertical integration and secure a supply of LCD panels
to support the expansion of the Company’s growing COG LCD module business. The successiu! integration of operations and
management of this acquisition demonstrates Nam Tai's ability to accelerate its growth through acquisitions. We are now working
on obtaining a public fisting for JIC on the Hong Kong Stock Exchange that will provide JIC with a strong foundation to accelerate
its business expansion in China. ! various conditions are met the listing should be obtained by the end of the second quarter.

In September 2000, Nam Tai acquired a §% indirect interest in both TCL Mobile Communication (HK) Co., Lid and Huizhou
TCL Mobile Communication Ca., Ltd. (collectively “TCL Mobite”) a member of the TCL Group of Companies. TCL Mobile is
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one of China's largest companies engaged in the design, manufacturing, sales and markating of mobile phones. TCL Mobile
is also a customer of Nam Tai, as it currently purchases rechargeable battery packs from BPC (Shenzhen) Co., Ltd. — a joint
venture company owned by Nam Tai and Toshiba Battery Co., Ltd. This relationship will be further strengthened as Nam Tai
plans to invest $12 million for a 6% interest in TOL Holdings Corporation Ltd. the parent company of the TCL Group of
Companies. Through this investment Nam Tai and the TCL Group aim to create a strategic partnership allowing the parties
to expand and develop new business in the manufacturing and marketing of consumer electronic products, including
telecommunication products in the growing domestic China market and globally.

Industry Trends

In recent years, OEMs have increasingly looked to outscurce a higher percentage of their manufacturing-rslated functions
to third parties in order to focus on their core competencies of marketing and distribution. The expansion of the market
for EMS is evident in the rise of outsourcing as a percentage of OEMs' cost of goods sold, which has increased from
approximately 9% in 1994 to 19% in 2001 and is projected to reach 49% by 2010,

The Japanese electronics industry, with an estimated electronics assembly markat worth $124.9 billion in 2000, is at the
very early stages of disintegrating their businsss models, representing an enormous opportunity for the EMS companies
like Nam Tai with operations located nearby in low cost China,

EMS providers® growth is directly refated to the growth rates of their customers’ end markets. Nam Tai has targeted its
manufacturing to service the mobile phone end markets. While current growth in handset sales is driven by new subscriber
growth and increasingly by handset replacement, future growth will be driven by the integration of various applications such
as telephony, voice and e-mail messaging, internet browsers, and personal information managers into integrated handheld
devices operating on third generation networks.

The potential for growth in handset sales is perhaps the greatest in China. The penetration rate of China's mobile phone
market was 9% in 2001 compared ta the average penstration rate of 40% to 50% in Europe and the United States. Despite
its low penetration rates China is already the world’s largest mobile phone market with 126.7 million mobile phone users
and is expected to grow at 40% annually for the next four years.

Prepared to Capitalize as Industry Growth Resumes

When the electronics market's recovery accelerates, Nam Tai is prepared for growth. Our manufacturing facilities in China
blend leading edge technologies and an experienced multinational management team, with a low cost highly motivated work
force and a strong network of domestic suppliers. To build capacity to support expansion we spent $36 million on capital
expenditures in 2001 with a further $36 million in capital expenditures and investments planned for 2002, all of which can
be financed from operating cash flows and our $68.7 miliion of cash an hand. Most importantly, with our long-term planning
approach we are prepared to capitalize on the growth opportunities available as the electronics market recover, particularly
the expected boom in outsourcing from Japan, the growth opportunities arising from China's telecommunications explosion,
and increased demand for mobile phones driven by the adogption of third generation telecommunication products.
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Operating and financial review

This section, as well as other sections of this report contains forward looking statements involving risks and uncertainties.
You can identify these statements by forward looking words including “expect’, “anticipate’, “believe’, *seek", *estimate”.
Forward looking statements are not guarantees of Nam Tai's future performance or results and the Company’s actual
results could differ materially as a result of certain factors, including those set forth in the Company’s 2001 Annual Report
on Form 20-F. This section should be read in conjunction with the Company's Cansolidated Financia! Statements.

Operating Results

Year ended December 31, 2001 compared to Year ended December 31, 2000

Nam Tai's sales increasad by 9.5% to $234,008,000 for the year ended December 31, 2001 compared to $213,688,000 for
the year ended December @1, 2000. The acquisition of JIC Group in October 2000 contributed $36.0 million in sales for the
year ended December 31, 2001 compared to $10.3 million for the fourth quarter of 2000, The startup of the battery pack
business contributed $21.1 million in sales for the year ended December 31, 2001 compared to only $6.2 million in sales
in the prior year period. Sales of subassemblies and compaonents, particutarly LCO madules for mohile phones increased
by approximately $14.7 million. Sales increases in these categories were partially offsst by decreased sales of calculators,
personal digital assistants and linguistic products, and telecommunication products of $23.4 million, $4.3 million and
$9.3 million respectively compared to the prior year period. Management attributes this growth in sales to a focus on key

for ication products and increased production capabilities resulting from its investment in additional

D

high technology equipment, expansion into the battery pack business, and the acquisition of JIC Group,

The Company's gross profit decreased 5% 1o $30,032,000 for the year ended December a1, 2001 frem $31,592,000

for the year ended December 31, 2000. Nam Tai's gross profit declined as a result of a decrease in the gross profit margin
! : ) 0 12.8% in 2001 from 14.8% in 2000. A number of reasons combined to lower gross profit margins including: (1) a changing

product mix towards more capital intensive subassemblies and components with a reduction in sales of higher margin finished

goods such as electronic data banks and deskiop caleufators; (2) lowering unit prices caused by the increasingly competitive

environment; (3} $3.8 million in inventory provisions for slow moving raw materials relating to caneelled, reduced or delayed

orders; and (4) severance payments of $300,000.

Selling, general and administrative expenses, or SG&A, for the year ended Decembar 31, 2001 increased to $21,974,000
ar 9.3% from $17,646,000 or 8.3% of sales in the year snded December 31, 2000. The increase reflects, increased
amortization charges related 1o the acquisition of JIC Group and the purchase of a new office, the addition of JIC Group's

expenses for an entire year compared ta only the fourth quarter in 2000, a stock option compensation expense of $0.8 million
and various realignment charges, including severance charges, of $0.7 million. Commencing January 1, 2002, under new
accourt rule SFAS No. 142, goodwill and other intangible assets with indefinite lives will nat be amortized, but will be tested

for impairment on an annual basis. The amount of amortization of goodwill that was included in SG&A for the year ended
December 31, 2001 was approximately $1978,000. Management is reviewing SFAS No.142 1o determine what effect
it will have on its financial position and results of operations and a determination of the extent of impairment of goodwill,
See "Recent Changes in Accounting Standards” on page 22.
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Research and development expenses for the year ended December 31, 2001 decreased to $2,954,000 or 13% of sales
from $3,489,000 or 1.6% of sales in the year ended December 31; 2000, The decrease is refated to a reduction of some
staff in 2001 as well as the closure of the Korean office in the later part of 2000.

Gain on disposal of land was $18,000 for the year ended December 31, 2001 compared to $355,000 for the year ended
December 31, 2000, The gains in both 2001 and 2000 were realized on the sale of a portion of the Company's land holdings
in Hong Kong.

Loss on disposals of property, plant and equipment was $396,000 for the year ended December 31, 2001 as compared
to $111,000 for the year ended December 31, 2000.

Other income (excluding interest income) decreased to $1496,000 for the year ended December 31, 2001 compared to
$10,188,000 (including a gain on the sale of Nam Tai's interest in Group Sense (International) Limited of $10,781,000) for
the year ended December 31, 2000. Other income in 2001 included, unrealized gain on marketable securities of $1,568,000,
$580,000 foreign exchange gains, and dividend income on marketable securities of $625,000. Such gains were offset by
2 write-off of $500,000 of a non-trade receivable, bank charges of $333,000, and miscellanecus expenses of $294,000.

interest income decreased to $1,195,000 for the year ended December 31, 2001 compared to $3,300,000 for the year
ended December 31, 2000. The decrease is a result of lower cash balances and lower interest rates. interest expenses
rose to $178,000 for the year ended December 31, 2001 compared to $165,000 for the year ended December 31, 2000,
The increase in interest charges is the result of $15 million in long-term debt secured by the Company in the third quarter
offset by a reduction in interest rates.

Equity in income of affiliated companies, including amortization of goodwill, was $1867,000 for the year ended

December 31, 2001, representing the Company's 26% investment in Mate Fair, a company holding a 20% interest in TCL
Mobile, Equity in loss of affiliated companies, including amertization of goodwill, was $189,000 for the year ended
December 31, 2000 with such amount relating to the Company’s investment in Mate Fair, and Shanghai Q&T Tech. Co., Ltd.

The income tax expense of $227,000 for the year ended Decemnber 31, 2001 compares 10 a benefit of $33,000 for the prior
year. Under current British Virgin Istands law, Nam Tai is not subject to tax on its income, Most of the Company's operating
profits accrus in China, where its effective tax rate is 15%, and in Hong Kong, where the corporate tax rate on assessable
profits was 18% in 2001, As a result of locating in a Special Economic Zone of China, the Company enjoys favorable tax
treatment in China. See Note 7 of Notes to Consolidated Financial Statements for information of income taxes applicable
to the Company and the sffect of tax holidays and tax concessions that Company has received for the years ended
December 31, 2001, 2000 and 1999. Efforts by the Chinese government to increase tax revenues could result in decisions
or interpretations of the tax laws by the taxing authorities which are unfavorahle to Nam Tai and which increase its future
tax liabilities, or deny expected refunds. There can be no assurance that changes in Chinese tax faws or their interpretaticn
or application will not subject the Company to additionat Chinese taxation in the future.

Net income decreased by $14,956,000 or 62% to $9,045,000 (3.9% of sales) for the year ended December 31, 2001
compared to $24,001,000 (112% of sales) for the year ended December 31, 2000. This resulted in diluted sarnings
per share for the year ended December 31, 2001 of $0.87 ($0.88 basic) compared to $2.56 ($2.63 basic) for the year
ended December 31, 2000. The decrease in net income and earnings per share is the result of: (i) a lower gross profit
margin caused by $3.8 million in inventory provisions for slow moving raw materials arising from canceilations, reductions,
and delays of customer orders; (i} $15 million in amortization of goodwill arising from the acquisition of JIC Group in the
fourth quarter of 2000; (iii) increased general and administrative expenses; {iv} a gain of $10,781,000 from the sale of Nam Tai
interest in Group Sense (International} Limited in 2000; and (v) an increase in the fully diluted weighted average number
of shares outstanding from 9,375,000 for the year ended December 31, 2000 to 10,393,000 for the current year,
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Expected growth of cell phone market in China i mifions of users)

The diluted weighted average number of common shares outstanding increased to 10,393,000 (basiz 10,274,000) for the year
ended December 31, 2001 from 9,375,000 (basic 8,14,000) for the year ended December 31, 2000, During 2001 the
Company issued 300,000 common shares upon the exercise of an advisors warrant, and 116,000 shares upon the exercise
of employee stock options. The Company repurchased and cancelled 227,900 common shares pursuant to the Company's
repurchase program in 2001, The increase in the basic and diluted weighted average number of common shares outstanding
is also attributed to the issuance of 1161,087 shares at the end of October 2000 for the acquisition of JIC Group.

Liquidity and Capital Resources

Current assets decreased to $125,771,000 for the year ended December 31, 2001 from $135,352,000 for the year
ended December 31, 2000. Cash and cash equivalents, consisting of cash and short-term term deposits, decreased
to $58,678,000 for the year ended December 31, 2001 from $58,896,000 for the year ended December 31, 2000, The
principal uses of cash and cash equivalents were: (i) $36,013 000 for the purchase of property, plant and equipment;
(if) $3,947,000 used for the payment of dividends; and (jii) $3,3563,000 for the repurchase of 227,800 common shares
under the Company's repurchase program. Major sources of cash in 2001 were: (i) $23,235,000 provided by operating
activities; {iiy $15,000,000 provided by a long-term bank loan; and {iii) $4,307,000 from the issuance of shares on exercise
of options and warrants. Nam Tai does use off-balance sheet financing arrangements, such as securitization of receivables
or obtaining access to assets thraugh special purpose entities as a source of liquidity.

Marketable securities increased to $9,505,000 for the year ended December 31, 2001 from $7,837,000 for the year
ended December 31, 2000 consisting of 500,000 common shares of Deswell Industries, Inc. The increase is attributable
to the increase of $1,588,000 in unreafized gains on these shares at December 31, 2001 from Dacember 31, 2000. Through
February 28, 2002, Nam Tai sold 180,000 of its 500,000 Desweli shares, realizing cash in the amount of $3,593,000 and
a gain of $172,000.

Accounts receivable at December 31, 2001 increased to $41,968,000 from $37,560,000 at December 31, 2000 primarily
a result of the 9.5% increase in sales,

Inventory levels were reduced to $11,892,000 at December 31, 2001 from $27,172,000 at December 31, 2000 a decrease
of 56%, reflecting an inventory turnover period of 21 days versus 54 days in 2000. The decrease in inventory is attributed
to a shortening of inventory lead times as the Company attempts to localize its supplier base, and $3.8 miliion in inventory
provisions for slow moving inventory due to cancelled, reduced or delayed orders. The December 31, 2000 inventory levet
included safety stock, components ordered in expectation of future orders to accammadate the long lead times that were
common in 2000 as a result of industry wide component shortages. With the abatement of component shortages in 2001
maintaining safety stock is not necessary.

I in affiliated panies at December 31, 2001 increased 10 $3,921,000 from $2,054,000 at December 31, 2000
primarily as a result of the Company's 6% indirect share the net income of TCL Mobite. (See Note 11 of the Notes to the
[of lidated Financial 8 8]
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Property, plant and equipment - net of $70,414,000 as at December 31, 2001 is up from $44,599,000 as at December 31, 2000.
Depreciation on fixed assets for 2001 was $8,136,000 white additions to property, plant and equipment during 2001 were
approximately $38 million including $13.0 million for the purchase and renovation of the new head office in Hong Kong,
$5.5 million for purchase of new chip on glass equipment, $2 million for the doubling of the front end production capacity
for LCD panels, $5.6 million for new factory construction and machinery, and $6.4 million for staff quarters.

At December 31, 2001, 72.9% and 27.1% of the Company's identifiable assets were located in Hong Kong and China,
respectively, as compared to €5,8% and 34.2% respectively, at December 31, 2000.

Short-term borrowing was nil and $24,000 at December 31, 2001 and 2000, respectively.

At December 31, 2001, Nam Tai had in place general banking facilities aggregating $76,494,000. The maturity of these
facilities is generally up to 90 days. For the three years ended December 31, 2001, banking facilities bore Nam Tai's
corporate guarantee and there was an undertaking not to pledge any assets to any other banks without the prior consent
of the Company’s bankers. Interest rates are generally based on the bank's usual lending rates and such facilities which
are subject to annual review permit the Compary to obtain overdrafts, lines of credit for forward exchange contracts, letters
of credit, import facilities, trust receipt financing, shipping guarantees and working capital, as well as fixed loans. As at
December 31, 2001, the Company had utilized approximately $8,730,000 under such general credit facilities and had
available unused credit facilities of $66,764,000.

Accounts payable decreased by 14.8% to $34,258,000 for the year ended December 31, 2001 from $40,224,000 for
the year ended December 31, 2000, principally as a result of the reduced lead times for purchases from suppliers and
the efimination of a safety stock.

As of December 31, 2001 the Company had $15 million of long-term debt including the current portion of long-term debt
of $2,140,000. The seven year loan amount was cbtained in the fourth quarter of 2001 with a fixed rate of interest of 5.05%
for the first four years and 1% over the Singapore Interbank Money Market Offer Rate, or SIBOR, for the following three years.
Principal repayments of $535,000 are to be made on a quarterly basis for the term of the loan. The Company had no long-
term debt at December 31, 2000,

A summary of contractual obligations and commercial commitments is as follows:

Payments Due by Period

Contractual Obligation Total 2002 2008 - 2005 2006 -2007 2008 and beyond
Long-term Debt $ 15,000,000 $ 2,140,000 $ 6,420,000 $ 4,280,000 $ 2,160,000
Operating Leases $ 7,519,000 $ 1,335,000 $ 3,930,000 $ 1,880,000 $ 394,000
Capitat Expenditures $ 15,397,000 $ 15,397,000 - - -
Total $ 37,916,000 $ 18,872,000 $ 10,350,000 $ 6,140,000 $ 2,554,000

Over the last few years the Company's cash requirements have been principally provided by internally generated funds.
The Company had working capital of $83,982,000 and $89,568,000 as of December 31, 2001 and 2000, respectively. in
the opinicn of the Company, the cash on hand of $58,675,000 as at December 31, 2001 as well as cash flow from operations
is sufficient to fund its liquidity needs for the next twelve months. However, the Company may require or choose to obtain

additional debt or equity financing in order te finance isitions or ather ir in its business. Nam Tai will continue

to devote resources for expansion and other business requirements. Its future capital requirements will depend on many factors,
including acquisitions, its rate of revenue growth, the timing and extent of spending to support development of new or enhanced
products, expansion of sales and marketing, and market acceptance of its products and those of its OEM customers.
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During the year ended December 31, 2001, the Company paid a total of $178,000 in interest on indebtedness.

Cash flow provided by (used in) cperations for 2001 was $23,235,000 an increase from ($1135,000) for 2000. Cash provided
by operating activities for 2001 included net income of $5,045,000, depraciation and amontization of $12,273,000, non-warking
capital adjustments of {$2,710,000), and changes in working capital (excluding cash and bank borrowings) of $4,627,000.

During 2001, the Company's net investment activities used $35,438,000 including $36,013,000 for the purchase
of property, plant and equipment; less (i) proceeds from the disposal of property, plant and equipment of $688,000.

Net cash provided by financing activities was $11,683,000 in 2001 including $15,000,000 from long-term debt financing,
$4,307,000 from the issuance of shares upon the exercise of options and warrants, less $3,847,000 for the payment of
dividends, and $3,353,000 for share repurchases.

The Company believes there are no material restrictions (including foreign exchange controls) on the ability of Nam Tai's
non-China subsidiaries to transfer funds to the Company in the form of cash dividends, loans, advances or product/material
purchases. With respect to the Company's China subsidiaries, there are restrictions on the payment of dividends and the

removal of dividends from China due to the Company's reinvestment program for tax purposes and the 10% reserve fund.
(See note 14 of the Notes to the Consclidated Financial Statements.} In the event that dividends are paid by the Company's
China subsidiaries, they would reduce the amount available for the reinvestment program and accordingly taxes would be payable

on the profits not reinvested. The Company believes such restrictions will not have a material effect on the Company's

liquidity or cash flows.

For information concerning the Company’s related party transaction with Toshiba Battery Co., Ltd., or TBCL, see note 16

of the Notes to the Consolidated Financial ts. In the opinion of management existence of this relationship has not
materially affected the nature and amount of sales and purchases between the Company and TBCL's related companies.

- In 1994, the Company resumed declaring annua! dividends and has increased dividends for the last nine consecutive years.
The Company declared shareholders aggregate dividends of $12,190,000, or $1.36 per share {including a $1.00 special
dividend) in 2000 and $4,134,000, or $0.40 per share in 2001. On February 6, 2002 the Company announced that it was
increasing the annual dividend to $0.48 per share to be paid on a quarterly basis commencing with the first quarter 2002

dividend of $0.12 per share. It is the general policy of Nam Tai to determine the actual annual amount of futura dividends
based upon the Company's growth during the preceding year. Future dividends will be in the form of cash or stock or a
combination of both. There can be no assurance that any dividend on the Common Shares will be declared, or if declared,

what the amounts of dividends will be os whether such dividends, once dectared, will continue {or any future peried.

impact of infiation
Inflation/{deflation} in China and Hong Kong in 2001, estimated at 0.7% and -1.6% respectively, has not had a material

effect on Nam Tai’s past business. During times of inflation, the Company has generally been able to increase the price

of its products in order to keep pace with inflation.
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Exchange Rates

The Company sells a majority of its products in U.S. dollars and pays for its material components in Japanese yen, U.S. dollars,
Hong Kong dollars, and Chinese renminbi. It pays labor costs and overhead expenses in renminbi, the currency of China
(the basic unit of which is the yuan), Hong Kong dollars, and Japanese yen. The exchange rate of the Hong Kong dollar
to the U.S. dollar has been fixed by the Hong Kong government since 1983 at approximately HK$7.80 to US$1.00 through
the currency issuing banks in Hong Kong and accordingly has not in the past presented a currency exchange risk.

While the governments of Hong Kong and China have indicated they will support their currencies, and have supported
their currencies to date, possible devaluations may occur. While the Company expects that it may initially benefit from such
devaluations through their effect of reducing expenses when transtated into U.S. dollars, such benefits could be outweighed

it it causes a destabilizing downturn in China's economy, creates serious domestic problems in China or creates other problems
- adversely affecting the Company's business.

Management belfieves the Company's mest significant foreign exchange risk results from material purchases made in
Japanese yen. Approximately 16%, 14% and 15% of Nam Tai's material costs have been in Japanese yen during the years
ended December 31, 2001, 2000, and 1999, Sales made in yen account for fess than 7% of sales for the years ended
December 31, 2001, 2000 and 1998. The Campany believes its customers will accept an increase in the selling price
of manufactured products if the exchange rate of the yen appreciates beyond a range of 5% to 10%, although such customers
may also request a decrease in selling price in the event of a depreciation of the Japanese yen. There may also be a delay
betwean the time of the exchange rate fluctuation and the eventual adjustment in selling prices. The Company’s belief is
based on oral agreements with its principal customers which management believes are customary between OEMs and their
suppliers. However, there can be no assurance that such agreements will be honered, and the refusal to honor such an
agreement in the event of a severe fluctuation of the yen at a time when sales made in yen are insufficient to cover material

purchases in yen would materially and adversely affect the Company's operations.

Effective January 1, 1894, China adopted a floating currency system whereby the official exchange rate equaled the market
rate. Since the market and official renminbi rates were unified, the value of the renminbi against the dollar has been stable,
The Company believes any devaluation of the renminbi would benefit Nam Tai by reducing its costs in China, provided that
devaluation or other economic pressures do not lead to fundamental changes in the present economic climate in China.

Forsign exchange transactions involving the renminbi take place through the Bank of China or other institutions authorized

to buy and self foreign exchange or at an approved foreign exchange adjustment center (known as a “swap center”). In

the past, when exchanging Hong Kong dollars for Chinese renminbi, the Company used a swap center to obtain the best
possible rate. When translating the Chinese company account into U.S. dollars, the Company uses the same exchange
rate as quoted by the People's Bank of China. Since January 1, 1994, when China adopted a floating currency system
{whereby the official rate is equal to the market rate), swap centers and banks in China offer assentially the same market
rates, facilitating the exchange of Hong Kong doltars for renminbi. The adoption of a floating currency system has had no

material impact on the Company.

Beginning on November 30, 1996, the Chinese renminbi became fully convertible under the current accounts. There are
no restrictions on trade-related foreign exchange receipts and disbursements in China. Capital account foreign exchange
receipts and disbursements are subject to control, and organizations in China are restricted in foreign currency transactions

which must take place through designated banks.

The Company may elect to hedge its currency exchange risk when it judges such action may be required. In an attempt
to lower the costs of expenditures in foreign currencies, management will periodically enter into forward contracts or option
contracts 1o buy or sell foreign currency(ies) against the U.S. dollar through one of its banks. As a result, the Company may
suffer losses resulting from the fluctuation between the buy forward exchange rate and the sell forward exchange rate, or
from the price of the option premium.
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At December 31, 2001, the Gompany held no option or future contracts and during the year the Company did not purchass
or sell any commodity or currency options. The Company is continuing to review its hedging strategy and there can be no

assurance that Nam Tai will not suffer losses in the future as a result of hedging activities,

Recent Changes in Accounting Standards
In June 2001, the Financial Accounting Standard Board (the *FASB*) issued SFAS No. 141, "Business Combinations”, and
SFAS No. 142, "Goodwill and Other Intangible Assets”. These its, blish ing and reporting for business

combinations. SFAS No. 141 requires that, among other things, all business combinations entered into subsequent to
June 30, 2001, be accounted for using the purchase method of accounting. SFAS No. 142 provides that goodwill and other

Y
g

is effective for fiscal years beginning after December 15, 2001. The Company adopted SFAS No. 141 during the year ended

assets with | fives not be amortized, but will be tested for impairment on an annual basis. SFAS No. 142

December 31, 2001 and it did not impact the Company's financial statements. The Company adopted SFAS Mo, 142 an
January 1, 2002. Management is assessing, but has not yet determined, the impact that SFAS No. 142 will have on its
financial position and results of operations.

In August 2001, the FASB issued SFAS No. 143, *Accounting for Asset Retirement Obligations”. This statement addresses

the diverse ing practices for ions a: iated with the retirement of tangible long-iived assets and the associated

asset ratirement costs. The Company will be required to adopt this standard on January L 2008, Management is assessing,
but has not yet determined, the impact that SFAS No. 143 will have, if any, on its financial position and results of operations.

The FASB also recently issued SFAS No. 144, *Accounting for the Impairment or Disposal of Long-Lived Assets®, that

is applicable to financial statements issued for fiscal years beginning after December 15, 2001, The FASB's new rules
on asset impairment supersede SFAS No. 121, *Accounting for the Impairment of Lang-Lived Assets and for Long-Lived
Assets to Be Disposed Of", snd portions of APB Option Ne. 30, “Reporting the Results for Operations”. The statement
requires a single accounting model for fong-lived assets to be disposed of and significantly changes the criteria that would
have to be met 1o classify an asset as held-for-sale. Classification as held-for-sale is an important distinction since such
assets are not depreciated and are stated at the lower of fair value and carrying amount. The statements also requires
expected future operating losses from discontinued operations to be recorded in the period(s) in which the losses are
incurred, rather than as of the measurement date as previously required. Management is assessing, but has not yet

determined, the impact that SFAS No. 144 will have, if any, on its financial position and resuits of operatians.
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2001 financials

Consolidated f;{a_léncejs ‘le“ts

Cénsolidated statemerits of shareholders’equity.:

Consolidated statements’of cashif

“Notesto consofidated financial statements
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-Five-year financial summary.
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N (Rersvpoh‘_s'ibility of m_;_a_h.;t_geiment

- Thexr audrtors repcrt is contamed herem At outlmes lhe scope of lhelr exammallon and thelr opimon on lhe conso dated
»fmancxal statements' ’

The' Board ol Directors has appom!ed an Audit Commmee compnsed of thre, dlreclors all of who e neither oﬂ»cers

nor employees of the Company. The Audit Commmee from trme to time r the'fi nancxal statements .matters, relatmg :

to the audit and has full access to managemem and the Company s; audltors xﬁ !hxs regard The Ccmpany s audltcrs have .

full and free access, to the Audit’ Committes.

‘Independent auditors’ report

To the Shareho!ders and the Board o( D|rectors of Narn Tai Eamromcs Inc.:

We have audx(ed the ctronlcs lnc and subsldtarlas ag of

ofidatéd balanci sheelso(NamTa

"+ Hong Keng:
*. March 15, 2002!
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. Consolidated statements of income

Si80074° :
24,980 .

4913
9,604
e

116,689"

3 : tive expense;
:" Résearch and developmant sxpenses -
ingicome Note )~ -

ratic : S P SO i Tsdoa o doden. Tl Baet”
Gain ‘on disposal ot land., <=7 .o T B | CLassl e lg0d
Otherincome <net (Note') - -~ "1 " onn Lt T L ey T 4408 T d0n
‘,'Iﬁ'érgst'expsnse I : ; - ) Ay ""4(165\) T 182)

Write:off of in\rést'me_niﬁn an unconsolidated 5ybsiaiqry (Nots'1 é) : : s e - e ERT ) i
Equity in income {loss) of affiliated coi-npa_hies,' including o . : . )
" amortization ‘of goodwill o 1,867 (189). 1148

“Incorme Before income faxes and minority interest: |, 5 L e 9,502 Codes6t . 0 1198
‘Income taxes (éxpenée)‘beneﬁt {Nate 7)

lﬁ;bmq‘ beforg'r'ﬁinoriﬂ intérest
Minority, interest:




Nam Tai Annual Report 2001_page 28

‘Consolidated béléhé;é sheets

lnven ries (No(e 10)

. Prepavd expenses and, deposnts'

Incoma taxes recoverable (Nots 7)
Total: curren assets ’

: lnveslmant in afﬁhated compames (the 1)

. Propeny, plant and equ:pment-net (Note:12) g
“Intangiblé assets - et (Nnte 13) - 24’99.6 ”
Other assets ' B : St ) a3

Total assets ' : : C 8 204578 o8 208370

LIABILITIES AND SHAREHOI‘.DERS' EQUITY
Current llebilifes: ' v : .
Notes payable (Note 15) . $ 1547 ' $ 1,489 -
Short term debt (Note'15) :
Long ! term bank loan—current pomon (Nole 15)
able’ and accrued axpenses

ToiaJ ||abmt

Mmorrty mterest
Cé $ and

Sharehalders” equi

111 368
Retamed eamlngs c | : ‘57,8§4
Accumulated other com rehenswe vncome (Ioss) L ‘, ; i ; ’ TS ;
Total shereholders” equi : . L 169,851
Total llabtlmes and shareholders' équity o . $ 224573

$ 208,370

See sccompanying notes fo finsncial
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Consolidated statements of shareholders’ equity
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- C_t_msc}lidate_’d statements of cash flows
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_ vCbnvs‘olida_fed_ysv‘t'étements of cash flows
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‘Notes to consolidated financial statements
" " st o US dotar, axces e 534 por shars i)

1 ’Acnutsmous AND DISPOSIONS

. Subsldwnes .
_;l\ ..On March 9,2001, Nam Tai E{ei:tronics tnci*{the *Company")- established Nam Tai Group Management Lsmrted a whoHy owned .
subsi fia Y j'in 'be Hong Kong Specnal Admlms?ra!ron Region ("1 Hong Kong") of the People s Repub' S of Chma (the 'PRC”), atan:
g ,mvestment cost of 1 conmbutsd in’ cash s pnnc:pal acti d

b -ln Ocmbe 2000, the Compan ; acqu:red alr of lhe omstandmg shares of ] xmnted ('JIC"), a company lncorporaled
‘in the British ngm Island.s The purchase pncs was the initial consxdera $32 776 less an earmngs adjus lme i
ons ideration was; sansfed by a cash consderatvon of $10 981 and the' issuance 01 1,161,087.3! ares |n th Co pany at
'ac -being.the avel ge market closing price as reported on The Nasdaq Stock Market {* Nasd
rorm September 2 2000 Io dctober 24, 2000 {inch us:ve) on which Nagdag is open for tradmg 7

The arnmgs adjustment is the amount of shorrfall if'any, between (he fet.income of JIC and ns subsxdnarles for. the year ended
arch 31‘ 001‘and the uaranteed prcﬁ amount of $3,848, muttiplied by 8.5.! As lhe net income of:. JIC and ity subsndrann for lha
) 2001 met thls guarantead profit requrremenn .

accomp
=mr‘= the dale of acquisition. The & 88 of the purchase consvderahon over the fair value of th net

002 wa's $22 774 &nd has been recofded as goodw;ll whlch is bsmg amomzed on a straight hne basxs ovel

- Year ende_d Dpc(en}ube;ét'
.. Nt salés
- Net' mcom‘e

) ar d tradlng 06 rqund crysia display ILGE
at Shenzhen and Bao A’ whxch are uset_by three subs

y ecquured from M«cro Busmes Symams !

n, researchiand development, “and markehng of feleg
i.acquisition: cost: The acqunsa on was accoumed for, asa purchase‘and 8 results of ope)
incibded: in'thg accompany\ng consohdated ﬁnanc»al stalemems Sinca
i.-over the fair value of the assets acqunred oF$175 wag $776
“line, basus over. 4 ears; Tha results-of operatrons of the busrns

e

ducty lorau'

. 'Albaimmcs 'a Ho g Kong pubhc hsted cumpany. for cas
,,were engaged in'the tradmg of, e!ectromc components and i

consumer eleclromcs products

On lhe comp!euon of the Albatronlcs ecquisition.on December 2, 1958 the Cumpany |ndnca|ed that it would take step
E Albatromca dependlng on the resulis ofa comprehenswa smdy mvssugaﬂ‘ng opportumtues for corporale restmcturmg ah I
-of overhead expensas in Arbatrcmcs Despnka the Company's-cash & investmein| Albatmnlcs' financial pcsmcn weakened dramauoally
! smce tha agmement tc mvest in Albatronlcs was sighed in Septembev 18 Albatronms bacame unable to pay ns habllmes: 8:th y




Notes to the Consafidated Financial Statements

came due,

Notes to consohdated fmanmal statements

ﬂMhouuM;MUSdohn nu&ﬂ#ﬂnwwtﬁui&w
managemenl of the Company and Albatromcs undertook negouanons wnh Albatromcs maqor lrade crednors for forbearance
rid co

eekmg compensahan to recover rts mvestment and
The case'has been semed and the Cornpany has

s (Canada) Ltd ( NT Canada") toits management at'a.nominal value

el vaJue and Te! ﬁzed a Ioss on dlsposmcn of $290 NT. Canada prov:ded

TG Mokile is

gaged:in:manut:

rect sharehold»ng in both TCL Mobx}e Commumcaﬁon (HK) Co Ltd.-and Huizhou
cL Mob!le') through the acqu»smon of 25% oulstandmg shares of Mate-Fair. Group

mcorpcrated in |he Bitish Virgin lslands wn.h a 20% shareholdmg interest in TCL:
deration of $2 OGS L

nd trading of d:gltal l_nobnle'phoqe‘s’_ﬂnd accessories in the PRC &s well as,

and the:résulls of Mate Fair has béeh e’duity éccounted for in thevcunsohda!ed

mcluds the fin ncnal statemems of the
did nct account ior any addmonal Iossas of Albstronlc

P and aII ns

diaries; excludi

" and n has ceasad to prw»de addnhona} financial suppoﬁ ithe Company_
eliminated-on censol_ldanon T!'le details of the Company 's subsl

Albarromcs
anuary 1 1999 Intercompany accounts and transactlons have been
dieries are. descnbed in Note 14.
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; Notes 1o. consohdated vflnanmal statements
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Notes to'consolidated fihanc_iél statements

.. +Un thousands of US collers, excapt shars and pei shire data)

d verable An lmpa:rmem Ioss
future non: dlscoumed cash ﬂows are less than the cafrying
toedopt Statement. of Financial Accaummg Stapdards

uons in currenc;es other than ’unchonal currenc:es durmg ﬂna ysar are translated at tba exchange rates prevaxlmg on the .
dat .Monela.ry ass

lhan the’ us. da(lar are. translated in accordancs with' SFAS
ed. at ths rates c{ axchange rulmg at lhe balance sheet date

the penod

D'luted earnmgs per.share gwes eﬂsci X

ha es aulslandmg dunng the period. The wangh!ed avsrage
nuraber of ¢ common shares outstanding is. adlusted to mclude the number of addmona! common sharas lha! would have been :
outstandmg it ihe drlunva potential common shares had been ussue

Currency conh'acts
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‘wﬂh employees 16 adopt
_ the existing. -accounting tules under APB Opmwn No 25, 'Acceummg for Stock Issuad to Employees.

‘and: prowdes addmona] dlscfosuras requlred by SFAS No, 123 in Nota 1ea ! Sl

. Fair valus dls:losures

- 2001 The Company adopted SFAS.No. 141 during the year ended December 31,2001 and.it did'not impéct the: Company 4 financial

- _amount T‘* e e!so requires

-Financiat Instrumants

Notes to consolldated ﬂnancnal statements
mmmdusuhgwmmwmumv

resulting from changes inthe values of those derivatives would be accounted \‘or dependung on the. use of the: denvatwe and whether it
qualifies for hedge accounting. Since there were no free standing derivative instruments at December 3, 2001 or December ay, 2000, .
there was no significant efiect on the .consoli d financial $tatements of the Company upon the edoptron of SFAS Ne: 133,

Stock apbons . .
SFAS No. 123, 'Accourmng !or Stock-Based Compensanon alléws compan
of! accounting for stock opti

hlch have slock based compensanon anangemems :
$and: other quwy |nstrumems or.to c batintie to apply

statement dusc!osure The Gompany continues to Hecount for stotk-based

Comprehensnve lncome ol S
The Company reports comp ehensive income in d: with: SFAS No. 130 'Reponmg Comprehenswe lncome Accumu!aled

other comprehensive.irncome (loes) represents foreign currency ‘translation adjustmems and is.inclided in the shareholders “Bquity

section of the balance sheet. The comprehensive income of the Company was $8,065,.$23,052 and $11,207:for the years ended :
December 31, 2001, 2000 and 1999 respecﬂvely

b

The carrymg amounts of cash and cash et
payeble and amount.due to 2 related party. approxxmate fair value due lo (ha shon term matumy ol Ahese instruments. The iarr value
of long (erm bank Ioan is delermlned besed on qucted market rates and is approx-mately $14 920 as of December at 2001,

notes. payable; short term deby, acccums*

Recent changes in eccounﬁng s'andards

In:June 2001, the Financial Acccuntmg Standard: Board {the ‘FASB nssued SFASH NG.. 141 *Business Comblnelvons and SFAS ~

No. 142, *Goodwill and Other Intangible Assets”. These sta!emenh stablish ac: ing.and-reporting for'b in s combination.
SFAS Nc 141 requires that, among-other.things, all busi bi ’ ‘enferad’ m(o bsequent to 30 June 2001, be accounted. -
for uslng the purchase | miethod of accounhng SFAS No..142 provides:that goodwill énd. other intangible assets with mdsﬁnne lrves notbe.
amortized, bt will be tested for i lmpa‘rmenl on an annual-basis. SFAS No:'142 is effective for fiscal years beginning: att 16 Beci ber

statements..The Company has adopted SFAS'No: 142 on.1-January 2002. Managemenl is assessmg. but. has fiot 2 yet delermmed the
impact that SFAS No.-142 will heve an its fi nanmal poslhon end resui!s of operatmns

I August 2001, the FASB issued SFAS No. 143, *Accounting for Asset Reti Obligati .Thls statement addresses the diverss
accounting practices for obligations associated with the retirement of tanglble leng-lived assets and the associated assat retirement
costs. The Company will be required to adopt thls standard'on January 1,:2003: Managemenl is assessmg, but ha no yét determnned
the'| vmpec! that SFASNo 143 vl have if any, on it8 i nancmi posmon and results-of cpareﬁons ; . :

. "The FASB also recantly msued FAS No. 144 'Accountmg for: lhe Impalrmer\t or. Drsposal af_Lcng-leed Assets' lhat i8 apphcab!e

to financial statements |ssued for fiscal years:beg nmg after: Decamber 15 mpalrmem supersede. e

SFAS No 121 'Accourmng for; |he Impalrmem of. Long Lived Assets an

2001 The FASB Snewn riles on-asse

as held:for-sale is an |mportant dnstmmxon since such assets are: not depre
Gted future operahnn | LB

not yet detam-uned the impact that SFAS No 144 W|“ have‘ rlrany, on fts: ﬁnanclal posnhon &nd results uf opera} ns.

Reclass(ﬂeeuon — . . . : R = -
Certain'prior year amounts in,the P 'Qing lid T nanual have'been'rec: 410 conform to the Clirrent;
year's p jon. These recl L :

hed noeffect on the het i mcome of fihancial position for any ye presenled

The Company's financial mstrumems that are exposed to concenlrahons of credn fisk cons:st pnmar\!y of its. cash equ:va]enls (rade
recewables ‘and marketable securifies, oo i i : R L

The Company's cash and cash equwalems are hng qual”ty deposns placed with benkmg msmutnons with hlgh credu rahngs Thls

“investment policy limits the Company's exposure to concemranons of cvedlt nsk 3 . : o

The trade receivable balences largely represent amounts dua from the Company 's principal customers who are generany mtemabona!
organizations with high credit ratings. Letters of credit are the prmcxpa! "security obtained to support lings of cred:( or negotiated
contracts from a smer, As a cor e, ons. of credit risk are limited. Allowance for doubtful débts was $31 in 2001,
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Notes to- consohdated flnanma! statements
{in thousands of US dofare, -u:vpuhunwwmdah)

No allowance for doubﬂul accounts. has besn  provided for the year ended Dscember 31, 2000 and 1999, There were no olher
’movemems in'the provision for doubtful accounts.

- The Ccrhparpy 's sales to |hs qu;lomars which accquntéd for. 10% or more of its sales are as follows:

2008 - . 2000 - 1990
$ 69,996 $ 50767 $ a7e
o radies, 61194 i
COUUNACL et anaag
RTINS Cgr4ds
$.103139. 0§ 184, 781 i § 112,984

i All of the.! Ccmpany 's'si arit fnancnl st S at Decer 81 2001 and 2000 are reporlad n current asseis orcurrent Yiabifties
e m the cunsnhdaied balance hee1 at carrymg amounts whvch appyoxlmale thenr laxr value ‘due to the short matunty of these instruments:

! ime-do ﬁme lha Company hedges |\s currency exchange nsk which pnmanly arises from. mater\als purchased in. currencies other
: "lhen U S dollars th ugh the purchase and sale of currency fcvward conlracts and options. Such ccntracls typncally alfow the-Company
es that do not exceed ane year. The Company's iorward con\racts do ‘not sub‘ect

: ‘because, gains and losses from such contracts offsm lossés and; gelns respectwely,
L‘“ 31, 2001 and.D: mber 3%, 2000 there werg'no open currancy forward .

The amoum in, 1999 represenled ths reversal of lhe remammg balance of the -pfovision on the senlement of an
assessmsnt in lhe PRC whlch was recorded as- ncn-racumng expensa in 1998

ecurring customs

" Other lncome—Net
. Cther mcome-—-net consnsﬂs of

‘YearendedDecembe‘«al,v R S IR - I 2000 1999

-~ Interest income - Cae S el % _1.)?5-‘ .. 3 3,30(?‘!» . $ ..3330

stcellaneous (expense) mcome ’ (294) ! - (823) 8
tiof xnvemment in.an affiliated company ; :

- 9,435° 144

(500) = -~

- (566

530: (813)

(333) (311)

1,568 -

525! =

: s 269'1 $ . 2102

.} Company sold a pomon of its sharehold i Gruup Sense resuiting:in a gain on drsposal nf mveslmem inan’
E aff l’a1ed compan f $1 345, and the: reduction of shareholdmg in'Group-Serse below the 20% level. The Company thert conhnued to
all; ol its remammg shareholdmg in Group Sense, vesu\hng in-a gain of $9,4351n 2000 Tatal gin on d'sposaI ‘o the anhre
durmg 2000 r tedto; s1o7s1 : :

:Rrio December 2000 \he Company maumamed staff conlnbutory retzrement p|ans {defined, contribution: pens:on plans) which covered

cenam ofits amployees From:D 8! b 2000 : ardy; the Comp inated its existing staff conmbulory tirement plans and

eligible. emp}oyees n Hong Kong |nto a Mandatcry Pruvrdent Fund’ (‘MPF') scheme The MPF is: deﬁnad contnbuhon
the trustaes indépendent to-the Company :

“scheme’and'the. agsets of lhe scheme are g

. Thé MPF 15 ave able 16 alt employees aged 1810, 64 an h.. at Ieast 60 days of service under the amploymsnt of lhe Company

= in chg Kong.’ Contnbuhons are made by.the Cormpany. ‘a1 5% based:on the- stafl’s relavant income: The maximum relevant income for
= conmbutlon purpose per employee is $3 per month.;Staff membsrs are entit ed to ?OO% of the Ccmpany '3 conmbmlcns together.with -
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accmed retums crraspect»ve of thelr !
reurement age of 85 : -

kN maklng year i8:aval
- as NTES, Zastron and
in alf cases: apart:irom

'Zasxron ‘Naftek andJel
" the Company recorded
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‘Notes to consolidated fihancial gt'a_teméntgs s

1999
s
- ap

117382
8%

a2 s esen) gz

S e

675
. .53
© 538

amounts 16 approxi

be«‘ 31 2001 2000 and 1999 respettively (re,

8 ting. & decrease in the baslc earmnga per share of i‘
d. o dacrsa dcambe

$0.17 e.nd 30.1%n thy years ended|
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8 Earn!ngs PerShava E

Warran!s 10 purchase 3,0
“the ccmputallon of dnlu!ed

/. Effect of: dxlutlve secumxes
o -Stqpk opticns

Shares

9,328,213

40,997

47,570

amount;;

“2ia .




Nam Tai Annual Repart 2001_page 41

+Notes 10 consolidatd. financial statements-

mm&mmusugmwmmwm«u),

10. Jm;enkov_teé .
“Inventories.conisist of:

At December a1,

2001 - 2000

, O R Y R W)
L e T 1828 o .8128
3 e Loh T aee]
s 272

: ment.in affiliated company represems !he Company s 1merest in Mate Favr The Companys |nveslrnent in Mats Fanr includes the -
unamon )53.0f 1 lhs Company s mvsstmen v

mated ‘acanamic useful que o 10 years.: The, amomzatv n charge for the Yeat ended
December 31, 2000 wag 5153 and $51 respem:ve’y The share afresuhs of Ma Fair'i 2001 and2000 I8,

e Dacamber 31 2000 as Shanghm O&T incurred Iosses urmg the .
e any fur(her fi nancxal commnmem in'this company

2001 2000

' Al ccst ; R . . .
Land use ngm fand and bulldlngs R . C 8 38592 $ 25485
Maghinery and equipment R S ) o ’ L atema - ‘32,876,
i Leaseho!d vprcvements ; Ll e S : ; B e ‘11‘:862' N 9,872
. ‘Fumltura and fxtures : ! )i 1,519, -
Amomobdes R R < : o 1,662,
Todls ‘and maids. SR : L S ey &7
Total " L : : S 96,116 7497
“Less accumulated deprecxanon and amortiz hon . ; R R s .(35,1;225f L (27,028) .
; BRI B 8 R i
) R 4,099 —
et book'value TR $. 70,414 “$ 44500
15. g lntangible assets
: : Cao0r” L 2000,
“Goodwil.*, 2 P ) S und U§04563 7 v $ 04,478
Licensé N T N : : BT L 1,321
L Total L e o 25898 . 95799
'Les accumulated amcmzahon R N I . TN S (2‘838) . - (803)
i g SRR : $/24808

,Amomzahon expense charged to i meome from Dperaﬁons for ﬂwe year. ended December 31 2001 2000.and- 1999 was $2 035 $733
and
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14. - Investment in subsidiaries

[ f principat s

) BPC {Shenzhen).Co:; Ltd.

HG Electronlcs Company Limi

Pisce of

incorporation

.-Trading S

" Percenlage efo\mershlp. L
. as Dacembur 31;

’ Frénclp:al b

Mahifacturings - 1 L 86.67%. -

%

" 100%
~senvices R v
100%

PRC sﬁbsﬁd}i,ari;ais:_ ;

'remb‘vat of'

" 'not. have issiiad the lrus! recelp Huwever lhxs willot aﬂect rhe to(al bank facnhty
'_be offset by 8 reduchon in the same amounl o outslandmg leners of credrt
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':'Asé(fl?‘,.v sberd ‘
*7 shareholder of BRC; and its related companias:
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Notes to consohdated fmanclal statements,
. onmm;uuswmmp:mmpum.au):

redeemed and g Iled !35 500 shires o& the Ccmpany regls!er the mame. of Tele-Ant, Inc. 4t 2 price cl$“ 19°per:al tc offset
’ substamnally all of the judgement dabt, :nterest fégal costs totaling $1, 600 On, February 2 1999 lhe hqu»dalov of Tel&An Inc filed: ™
a summan in the Brmsh Virgin Island on its b half seekmg BmIong ¢ o!her lhxngs. a-declara n semng aslde lha [ i
28, 2001, Nam Tal'filed 2 simmaria seekmg 10 remove the bqu:d itor for failing to-act dvhg
knawmgly misteading the Sourt: As of February 28, 2002 neither. summons Hag'been: Ilsted for heanng Msanwh;le, the Company it
prevented from redsemmg the remalmng 189,727: Nam Tan sharea bene |a|ly owned by Tele Art. Inc, to satlsfy the Gun
vjudgmsnt debt untnl a detarmlnauon of tha. lxqundators February i

Managemem behsvss that the claum mevmoned above i wuhout mem and
. have a slgmf‘ cant effact on the hnanc' f

In May 2007, |hs Board of Dnrectors approvsd ano!her slock opticy plan hich wuuid rant'5; 000 0
“of the Ccmpany eleded at each annual gensra! meeung ‘of shareholdera, and mlght ‘grant options to key employees consuhants or advnsar;
of the Company or any of its’ subsndlanes to: subscnbe forits shares in. accordance -with the terms of this stock opbon plan The makimum -
number oi shares t6 be «ssued pursuant to !he sxercuse of opvons gtanted was OOO 000 sharss :

A summary of stock optmn actvvny dunng the three years ended Decembsr 31 2001 isas Ioﬂows

Number ' ol - Opﬂnn price’ per shara with the. :weighted .
upﬂons ) y uveraqa opﬂon prlc. ln parenthesis

Outs!andlng at January 1, 1999
Exercised R
. Gancelied”

Omstandmg at ecernbef 31 1999

353333 . $,10.50.8 $1575 ($10. 55)

Grantedv ¢ 1
‘Exerciséd - (149500)..‘ ]

Camealled * = L0 T g gg
Outstanding-al Decémber 31; 2000 . g : 0

. Granted~:~ .-
Exe‘rcisavd'a i
Cancslied it

“Oltstanding 8 Dece

‘fear endad December 34,

Nei income -

Diltéd i
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«consohdated flnanCIal statements- :
e mmmusmmmmmwnm:ﬁu}

1‘Is‘ of.th; c‘plions aﬁied by;tha Coh’ipany- R -

L éeré!sabla period

March 16, 2001

: March 16,3004 " ©
'»June 22; 2004

maining: 10, 000 ad rs warran(s -was
rssu 8 1030, mmo sharss and 58 030 warra ts Werd xssued durmg the year endsd

186 forthe 1 the exp«ry date. cf the'10; 1000 adv;sors warranls using the
een’ ch ged to the'col

1ts to.an. adv;sor as consndemhon f advusory services nder a samca contract
titied 1 1§31 25 per share -
anable acccurmng and tha[
for'the year ended
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' ’Notest 5 consohdated flnan" ial statements" R

Y. Undarwrllers purch
rice per- commcn share as reported

rmanice and allocat g resources betwesn segm
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Totdl

“Net'sales ™~ " $'196,048 ¢ 85,058 $234,006 '§203,404 3 10284 $ 218,668 | $145,056
- 'Costotales v ..o i U (174,863)) T (29,117) - " (208874).. 1 :(173,878) " . (8,318) - (182,008). " (130,074)
. Grossprofit, U Udaigs o egdy 30,082 295267 - ..2/0667. 31692, . 24,980
‘Selling, genera RS S AR EA e ‘
<, ad at

no4.918)

“aimortization: i " $.'8454° §
: Stock option;costs - [T —
Ca‘phaliexpénditdr'es‘ 84,080
: ',lvdeni‘iﬁatgle' sset

agsa
$ S36,311

47,888
$7158,747:
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A summary sets for'.h !hs percenlage oi net sales of each efthe Cﬁhapénf?s produét lines of each 'seg[nénlfl
December 31, 2001, 2000 and 1999 isas (ollows o . : A !

Productlme R R
+Year ended Dece’mber; M
,CE,P:» . IR i:'v
= subassembhes and componsnts ‘

- telécorﬁrfnunii;atvon
- battery packs :

L.
-LCb panels-and !rén'sforrherg

" A summary of et salss. nnco}nja\f?orﬁrdp»era!ion’s*an.d idgmiﬁabig assais by’ Seographic
- Jollows: © [ PRSI SR

| By geographlcal are:

: Year ended De mbsr 3

i Net salas from operatlons wtth
s Hong Kong:

* Unaffiated cistomers ] S . $206,90% $142.387. .
-PRC excludlng Hong Kong, : e »l B . -v L o L
Affiliated éustornérs (note 16) o ek _ VL atio72 ~
Unaffiliated customers * - . 6,032 - - 5;092
lntersegment salas . B oL S 1"60.503 180,065

191880 ' " raggss
(180068) - (i38,048)
3213688 e =

~ Iritersegment e]imina’tio'ns ; i
Tpta!'nels'ales_ R R

- Nefincormie withi: . .
. ~PRG,; excluding Hong Kong
~Hong Kong~ :
‘='Canatla

As‘at December 31,

Identifiable asseté by geoéraphic area:
= PRC; excludmg Hong Kong -
. .~ Hong Kong
" Total: assels

" 137108:
'$208,370
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Notes to. consolidated financial statements
. ~ (v ivncusands. dus‘dehz.wlhunv@w'lhg' data)

“Intersegment sales st from the transfar of ﬁnlshed goods between subsidiaries opereu’ng in'dif(erént area These sales are generally
at estunated rnerket pnce. : .

At December31 2

000 and 1999, the ldentlfab{e asssis i Hong Kong mcluded the investment in aﬁ\hated compamee of $3 921
pectlvely ;

BTSN [ T

o | 5'4',391
54,994
35,37

LA

22,767 ;
',22'437. ) 25,520
: IR . 44,039, . 13,2834 6900
Total et sales oo R L 3234006, $213688 -7 . $145,054

20, ‘Sub:squent Evenfs . il : B .
W January 2002 thy Company ent' red,into'a tr ion, whioh i con: ed, will result in the hstlng ofa company holdmg
"G bu néss on, the Hong Kong Stock Exchange To eﬂed the transachon the Cémpany entered a restructuring: agresment ith
“'the hqmdators of. Albatromcs. acompany whose shares had been istad on: the Hong| Ko 9 Stock: Exchange and:-which was placed into
ugus! 1999 The Company owns slrghdy riore than 50%of the' oulstandrng capnal ock of Albatronn:s Under
. lhe restru Ul ng agraamenl lhe Company has agreed to transfer JiC'i into a new: company for 8 conuolhng mteresl inthe new compsny
. ics’, listing:status. on'the Hong Kong Stock: Exchange will be wﬂhdrewn and'the new company wrll e listed on:the Hong Kong
. Stock Exchange free-from lh» iiities of Albatromcs For,its contnbullon 16 the new amp % the Cc
of urdmary and prafer h ¢ ous to common ‘stock and convertible preierred stock.of compame
. under U'S. Taw. Immed;ateiy upon comp fetion: of lhe restruclunng. the Company. the credﬂors of Albatronlcs ang the Hong Kong pubho ’
who hold shares of Albe!romcs will faceive’ ordmary shares of the'new company equal to approxlmately 70.4%, 24, 1% and'6.5% °
respecnvely, of the outslandmg ord'nary sharés. of the new company.. The Company will also receive preference shares of the. new
company, which upon their full converslon will result in the Company, the creditors and the' Hong Kong public ownmg approxxmately :
92.9%,.5.8% and 1.3%; respec(wely. of the outstanding ordmary shares of the new company |mmed|atsly upon consummation:of
. the rsstructunng The prefererica shares are nori-redeemabls, non-VOUng shares that rank paripassy with crdinary shidras of the.new
Company on'the payment of dividends' or other. d|str'buhon other than on e winding-up.:No hoider of preference shares (mcludmg ths
.- Company) may.convert them if.such onverslon td resull in the mlnlmum publlc ﬂoat of 75% thatis requrred‘unde( me Hong Kong
i Stoek Exchange‘l;l ng: Rules ot Béing

y will recalvea mbination

isi subject to.the fulfrllmenl of a numbar of condifions mclud»ng apprcval by Albationics'
ng Commmee of the Stock Exchange of Hnng Kong and the recespt of other. regula!ory and
isfi d (he restructurmg is expected to be consummated belore the end-of:the second

C A c! the astmctunm ts]
craditors and’ shareholders ahd the L

- ‘court approvals If Such condstlone ar‘
‘quartey, cl 2002.:

(ii) The Company Sxpacts to complete an mvestment transacﬂon in:2002 for the aoqmsmon ofa 6% eoulty mteres L H ldmgs
Corporation Lig. (“TCL Holdmgs') for a' consideration of approxifmately US$12 mitlion. TOL Holdlngs is:the parent company forthe
TCL Group of Companies, a PRC state-owned enterpnse that has extensive sales and distribution. channels i PRC TCL Holdmgs
scope of business includes the import and sxport.of raw maxenals the desugn manu’aclurmg and sales'and marketing of telaphones.

. VCD players; color (elevnsxon sets, mobile phones and other consumer electronic produc's Through this trangaction both the -Company
and the TCL, Group‘a: to create a sr'rateglc ra!a!xanshlp wh:oh will-allow the pames to suppon and cosordinate with eadhother to expand..
and devetop new busmess in'the mar :", ing and-mark ofl on electmmc products, mc}udmg telecommunloaﬂon products
in the- growmg dcmssl Cmna maﬂal ahd globé . e
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