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| have pleasure to present to shareholders the 2003/2004 annual report of the Group.

During the year, Memorex® made significant achievements throughout North America, Europe
and Asia.

In the North American market, Memorex® continues to achieve strong results in all segments of
its business. The Memorex® brand continues to lead the market for optical media, maintaining in
excess of 30% market share for both CD-R and DVD media. The Group also achieved substantial
growth in its computer accessories and USB flash drive businesses segments during the year.
Key to the Group’s success continues to be its extensive retail distribution network in both the
U.S. and Canada.

The Group expects continued sales growth to be driven by DVD media and USB flash drives in
the coming year. Both categories are expected to experience a 100% increase in unit shipments
during the year. The surge in demand for DVD media can be attributed to declining retail prices
and the explosive growth of DVD computer drives and DVD home recorders which have started
to replace the VCR in the home. The USB flash drive has become the standard for small file
transfer and is replacing the floppy disc.

During the year, the Group relocated its headquarters in North America from Santa Fe Springs to
a new enlarged facility in Cerritos, California to enhance efficiency.

The results in Europe have been very successful. Turnover increased by 16.6% over the previous
year. The key focus of this year was to improve profitability. This was achieved by a combination
of significant improvements to gross margin and reducing costs. The improvement in gross
margin was attained by discontinuing non-profit making products, such as hardware and input
devices, restructuring promotional activity from Pan — European to more specific local activities
and focusing the entire Memorex® team on profit and attaining turnover goals. The most significant
cost reduction was achieved by the closure of a marketing and planning office in Germany and
amalgamating those functions into the UK head office.

The Group has made a good start in its geographic penetration in Asia. A 5.5% revenue growth
with moderate earning were recorded during the year. The Group recorded a profit of approximately
HK$1.7 million for the 2nd quarter of 2004 for the Asian market from losses in previous year. In
the coming years, the Group will continue to strive to attain a strong market share for the
Memorex® brand in Asia.
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The achievements of year 2003/2004 are impressive. The Group recorded continuous growth of
20.3% in revenue and 19.0% in gross profits.

For the coming year, the Group will keep pursuing its dominant strategies towards geographic
expansion of markets and innovation in branded products to further booster its market share and
revenue. With worldwide economic recovery, the Group will take this golden opportunity to
explore new strategic alliances as stronger powerhouse of its core business and to line up
licensees for launching of a range of products.

The provision of an extensive range of products available and with the quick access to trade
information and market conditions in all the countries we operate in, the Group would then be
able to work closely with its customers to supply the optimal product mix for their particular
markets thereby improving gross margins for both the end-customers and our Group. This will
not only help maintaining business margins, but will also enhance the loyalty of our customers.

Looking forward, the Group will dedicate to maximize shareholder value by (i) maintenance of the

Group's leading position in optical media sales and marketing operation worldwide and (ii)
increasing the gross revenue and generating operating profits in years to come.

| would like to take this opportunity to express my gratitude to my fellow board members, the
management and employees for their hard work and contribution to the Group in the past year.

On behalf of the Board

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, July 23, 2004
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