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The directors present their report and the audited financial
statements of the Company and the Group for the year
ended 31 March 2005.

The principal activity of the Company is investment holding.
The subsidiaries are engaged in the design, manufacture
and trading of consumer electronic products and
components and home appliance products. There were no
changes in the nature of the Group’s principal activities
during the year.

Details of the principal activities of the Company’s subsidiaries
are set out in note 17 to the financial statements.

The Group's profit for the year ended 31 March 2005 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 28 to
86.

No interim dividend was paid to shareholders during the
year (2004: HK1 cent per share). The directors recommend
the payment of a final dividend of HK1 cent per share (2004:
HKO.5 cent per share) in cash to shareholders whose names
appear on the register of members on 15 September 2005.
This recommendation has been incorporated in the financial
statements as an allocation of retained profits within the
capital and reserves section of the balance sheet.

Details of movements in the reserves of the Company and of
the Group during the year are set out in note 30(b) to the
financial statements and in the consolidated statement of

changes in equity, respectively.
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At 31 March 2005, the Company’s reserves available for cash
distribution and/or distribution in specie amounted to
HK$ 159,785,000, including the share premium account, of
which HK$9,529,000 has been proposed as a final dividend
for the year. Under the Companies Law (2000 Revision) of
the Cayman Islands, the share premium account of the
Company, in the amount of HK$59,098,000, is available for
paying distributions or dividends to shareholders subject to
the provisions of its memorandum or articles of association
and, provided that immediately following the distribution of
dividends, the Company is able to pay its debts as and when
they fall due in the ordinary course of business. In the
opinion of the directors, the Company’s reserves available
for distribution represent the share premium account,
contributed surplus and retained profits.

During the year, the five largest customers in aggregate
accounted for approximately 74% of the total turnover of
the Group and the largest customer accounted for
approximately 29% of the total turnover of the Group.

During the year, the five largest suppliers in aggregate
accounted for approximately 43% of the total purchases of
the Group and the largest supplier accounted for

approximately 14% of the total purchases of the Group.

As far as the directors are aware, neither the directors, their
associates (as defined in the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”)), nor any shareholders which, to the
knowledge of the directors, own more than 5% of the
Company'’s issued share capital, had any interest in the five

largest customers or suppliers.

A summary of the published results, assets and liabilities of
the Group for the last five financial years, as extracted from
the audited financial statements and reclassified as
appropriate, is set out on page 87. This summary does not
form part of the audited financial statements.
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Details of movements in the fixed assets of the Group during
the year are set out in note 14 to the financial statements.

Details of movements in the Company’s share capital and
share options during the year, together with the reason
therefor, are set out in notes 28 and 29 to the financial
statements, respectively.

There are no provisions for pre-emptive rights under the
Company’s articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares

on a pro rata basis to existing shareholders.

The directors of the Company during the year and up to the

date of this report were:

Ling Siu Man, Simon (Chairman and Managing Director)
Lee Ka Yue, Peter

Wong Ki Cheung

Li Fung Ching, Catherine

Au Wai Man

Liu Hoi Keung, Gary

Lam Kwai Wah (appointed on 27 September 2004)

Wong Wai Kwong, David

Ho Fook Hong, Ferdinand *

Pang Hon Chung *

Cheng Tsang Wai * (appointed on 27 September 2004)

* Independent non-executive directors
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In accordance with article 116 of the Company’s articles of
association, Mr. Au Wai Man, executive director and Mr. Ho
Fook Hong, Ferdinand, independent non-executive director,
will retire and, being eligible, will offer themselves for re-
election at the forthcoming annual general meeting.

In accordance with article 119 of the Company’s articles of
association, Mr. Lam Kwai Wah, executive director, and Mr.
Cheng Tsang Wai, independent non-executive director, will
retire and, being eligible, will offer themselves for re-election
at the forthcoming annual general meeting.

The terms in office of the non-executive directors are the
periods from their dates of appointment up to their
retirement by rotation in accordance with the Company’s
articles of association.

The Company has received annual confirmations of
independence from Mr. Ho Fook Hong, Ferdinand, Mr. Pang
Hon Chung and Mr. Cheng Tsang Wai, and as at the date of
this report still considers them to be independent.

Biographical details of the directors of the Group are set out
on pages 9 to 11 of the annual report.

All the executive directors, other than Mr. Lee Ka Yue, Peter,
and Mr. Lam Kwai Wah, have entered into service contracts
with the Company for terms of three years commencing
from 1 October 2003. Mr. Lam Kwai Wah has entered into a
service contract with the Company for a term of three years
commencing from 27 September 2004.

Save as disclosed above, none of the directors proposed for
re-election at the forthcoming annual general meeting has a
service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year
without payment of compensation, other than statutory
compensation.
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The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company’s board of directors with reference to the directors’
duties, responsibilities and performance and the results of
the Group.

At 31 March 2005, the interests of the directors in the share
capital of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO”)), as recorded in the register required
to be kept by the Company pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:
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Percentage of

Number of the Company'’s

ordinary issued share
Nature of shares held capital
interest s HEAARE BT
Name of director Esng EatE BERHA BABDEE
Ling Siu Man, Simon %D Corporate (Note] 476,830,173 50.04
~aEl(H )
Wong Ki Cheung =5HE Personal 1,749,000 0.18
& A
Li Fung Ching, Catherine ZE A Personal 2,142,000 0.22
PN
Liu Hoi Keung, Gary B A 58 Personal 8,000 -
& A
Pang Hon Chung ZEH Personal 2,000,000 0.21
PN
482,729,173 50.65
Note: These shares were held by Success Forever Limited, a ’LTJ}EEEAS%EJ%K%% TR AL

company incorporated in the British Virgin Islands, the
entire issued share capital of which is beneficially owned
by Ling Siu Man, Simon.
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At 31 March 2005, Ling Siu Man, Simon personally held
2,850 non-voting deferred shares of HK$100 each of
Tonic Electronics Limited, a subsidiary of the Company.

The interests of the directors in the share options of the
Company are separately disclosed in note 29 to the financial
statements.

Save as disclosed above, as at 31 March 2005, none of the
directors had registered an interest or short position in the
shares, underlying shares or debentures of the Company or
any of its associated corporations that was required to be
recorded pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of
Listed Issuers.

Apart from as disclosed under the heading “Directors’
interests in shares” above and in the share option scheme
disclosures in note 29 to the financial statements, at no time
during the year were rights to acquire benefits by means of
the acquisition of shares in or debentures of the Company
granted to any directors or their respective spouse or minor
children, or were any such rights exercised by them; or was
the Company, its holding company or any of its subsidiaries
a party to any arrangement to enable the directors to acquire
such rights in any other body corporate.

Save as disclosed in note 35 to the financial statements, no
contract of significance to which the Company or any of its
subsidiaries was a party in which any director had a material
interest, whether directly or indirectly, subsisted at the end

of the year or any time during the year.
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Concerning the share options granted during the year to HMEELRERERHBERESE F GFEH

the directors and employees, as detailed in note 29, the RHFE29) - EFRRELEARRFRN B
directors do not consider it appropriate to disclose a REMSEENBERLT BEMREER
theoretical value of the options granted because in the 2 BwmEBELTTEE @ AU ESRRET
absence of a readily available market value of the share HHEBRENEE -

options on the shares of the Company, the directors were
unable to arrive at an assessment of the value of these share

options.
At 31 March 2005, the following parties having the interests R-_ZEZERF=ZA=+—8  BREARA
of 5% or more of the issued share capital of the Company BEHFRBEEFEI0EMFEE ZERE
were recorded in the register of interests kept by the M AraceE - A AR RIE BITIRAS%L
Company pursuant to Section 336 of the SFO: LAE#ESm2ZATIT
Percentage of
Number of the Company’s
Capacity ordinary issued share
and nature shares held capital
Name of interest gl HERATE BT
7518 BOREREME REE RAE 2 (%)
Success Forever Limited Directly beneficially owned 476,830,173 50.04
(Note 1) (K&t 1) BERBEEHRA
Eco-Haru Mfr. Holdings Directly beneficially owned 181,651,303 19.06
Limited (“Eco-Haru”) EREERS
(Note 2) (Hf7#2)
Glorious Concept Limited Directly beneficially owned 12,753,000 1.34
[“Glorious Concept’) EREERS
(Note 2) (K1 7#2)
EganaGoldpfeil (Holdings) Through controlled 194,404,303 20.40
Limited (“EganaGoldpfeil”) corporations
(Note 2)
Bt N ] R 55 [ BEEEEE
(TEEM) (K aE2)
Peninsula International Limited Through controlled 194,404,303 20.40
(“Peninsula”) (Note 3) corporations
(M7t 3) BEEEEE
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Notes:

1) The entire issued share capital of Success Forever Limited is
beneficially owned by Ling Siu Man, Simon as disclosed in the
section “Directors’ interests in shares” above.

2) The entire issued share capital of Eco-Haru and Glorious
Concept is beneficially owned by EganaGoldpfeil.

3) The issued share capital of EganaGoldpfeil is held as to 38.65%
by Peninsula.

Save as disclosed above, as at 31 March 2005, no person,
other than the directors of the Company, whose interests
are set out in the section “Directors’ interests in shares” above,
had registered an interest or short positions in the shares or
underlying shares of the Company that was required to be
recorded pursuant to Section 336 of the SFO.

Details of the connected and continuing connected
transactions of the Company are set out in note 35 to the
financial statements.

The independent non-executive directors of the Company
have reviewed and confirmed that the continuing connected
transactions set out in note 35 to the financial statements
have been entered into (i) in the ordinary and usual course
of business of the Group; (ii) on normal commercial terms or
on terms no less favourable to the Group than terms available
to independent third parties; and (iii) in accordance with the
relevant agreements governing them on terms that are fair
and reasonable and in the interests of the shareholders of
the Company as a whole.

During the year, neither the Company, nor any of its
subsidiaries purchased, sold or redeemed any of the

Company’s listed securities.
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Details of the significant post balance sheet event of the
Group are set out in note 36 to the financial statements.

In the opinion of the directors, the Company throughout the
Year, complied with the Code of Best Practice (the “Code”)
as set out in Appendix 14 of the Listing Rules of the Hong
Kong Stock Exchange, which was still in force prior to 1
January 2005 and remains applicable to the Year under
review, except that Mr. Wong Wai Kwong, David as the
non-executive Director and Mr. Ho Fook Hong, Ferdinard
and Mr. Pang Hon Chung as the independent non-executive
directors are not appointed for specific terms as required by
paragraph 7 of the Code, but are subject to retirement by
rotation in accordance with the Company’s articles of
association.

The Company has adopted its code of conduct regarding
directors’ securities transactions on terms no less exacting
than the required standard set out in the Model Code as
then in force, and after having made specific enquiry to all
of the Company’s directors, the directors of the Company
are satisified that the required standard set out in the Model
Code and its code of conduct regarding directors’ securities
transactions have been fully complied with, throughout the
accounting period covered by the annual report.

Pursuant to the requirements of Rule 3.21 of the Listing
Rules, the Company has established an audit committee
which comprises all of the Company’s non-executive
directors. Except for Mr. Wong Wai Kwong, David, all
members of the audit committee are independent non-
executive directors. There are written terms of reference
describing the authority and duties of the audit committee.
The audit committee’s principal duties include the review
and supervision of the Group’s financial reporting process
and internal controls.
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In compliance with the continuing disclosure requirements
under Rule 13.21 of Chapter 13 of the Listing Rules, the
directors of the Company reported below details of the loan
agreement which included conditions relating to the specific
performance of the controlling shareholder of the Company.

In 2003, the Group signed a term loan facility agreement for
a syndicated loan of HK$245 million for a period of 3'/2
years. Under the terms of the agreement, the chairman of
the Company, Mr. Ling Siu Man, Simon, being the single
largest shareholder and is actively involved in the
management and business of the Group, is required to
maintain at least 40% of the beneficial interests in
shareholdings in the Company.

Based on information that is publicly available to the
Company and within the knowledge of the directors, at least
25% of the Company’s total issued share capital was held by
the public as at the date of this report, being the latest
practical date prior to the date of this report.

Ernst & Young retire and a resolution for their reappointment
as auditors of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Chairman

Ling Siu Man, Simon

Hong Kong
15 July 2005
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