The directors present their report and the audited financial
statements of the Company and the Group for the year
ended 31 March 2004.

PRINCIPAL ACTIVITIES

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.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 March 2004 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 27 to
86.

An interim dividend of HK1 cent per share was paid to
shareholders on 14 January 2004.The directors recommend
the payment of a final dividend of HKO.5 cent per share in
cash to shareholders whose names appear on the register
of members on 23 September 2004. 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.

RESERVES

Details of movements in the reserves of the Company and
of the Group during the year are set out in note 29 to the
financial statements and in the consolidated statement of
changes in equity, respectively.
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DISTRIBUTABLE RESERVES

At 31 March 2004, the Company’s reserves available for cash
distribution and/or distribution in specie amounted to
HK$92,828,000, including the share premium account, of
which HKS$3,176,000 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$28,735,000, 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.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers in aggregate
accounted for approximately 53% of the total turnover of
the Group and the largest customer accounted for
approximately 15% 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.
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FIVE YEAR FINANCIAL SUMMARY

A summary of the published results and assets and liabilities
of the Group for the last five financial years, as extracted
from the audited financial statements and reclassified and
restated as appropriate, is set out on page 87.This summary
does not form part of the audited financial statements.

FIXED ASSETS

Details of movements in the fixed assets of the Group
during the year are set out in note 14 to the financial
statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the share capital and share options of the
Company are set out in notes 27 and 28 to the financial
statements, respectively.

PRE-EMPTIVE RIGHTS

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.

DIRECTORS

The directors of the Company during the year and up to
the date of this report were:

Executive directors:

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
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DIRECTORS (Continued)
Non-executive directors:

Wong Wai Kwong, David
Ho Fook Hong, Ferdinand *
Pang Hon Chung *

* Independent non-executive directors

In accordance with article 116 of the Company’s articles of
association, Mr. Lee Ka Yue, Peter and Mr. Wong Wai Kwong,
David 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.

DIRECTORS' BIOGRAPHIES

Biographical details of the directors of the Group are set
out on pages 11 to 12 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

All the executive directors, other than Lee Ka Yue, Peter,
have entered into service contracts with the Company for
terms of three years commencing from 1 October 2003.

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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DIRECTORS’ INTERESTS IN SHARES

At 31 March 2004, 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 “SFQ")), 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 Companies, were as

follows:

(a) Long positions in ordinary shares of the Company
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Percentage of the

Number of Company’s issued

Ordinary share capital

Nature of interest shares held HAERDRE BT

Name of director EERE EnttE FESTERHKEAE i NI o

Ling Siu Man, Simon & DX Corporate (Note) 317,886,782 50.04
nA (KaE)

Wong Ki Cheung =HE Personal 938,000 0.15
(PN

Li Fung Ching, Catherine  ZF Bl & Personal 1,200,000 0.19
18 A

Liu Hoi Keung, Gary 2 B o8 Personal 3,920 -
[EPN

320,028,702 50.38

Note:  These shares were held by Success Forever
Limited, a 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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DIRECTORS' INTERESTS IN SHARES (Continued)
(b) Associated corporation

At 31 March 2004, 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 28 to the financial
statements.

Save as disclose above, 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
Companies.

DIRECTORS’
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Apart from as disclosed under the heading "Directors’
interests in shares” above and in the share option scheme
disclosures in note 28 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 children under 18 years of age, 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.
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DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 34 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.

SHARE OPTION SCHEME

Concerning the share options granted to the directors and
employees, as detailed in note 28, the directors do not
consider it appropriate to disclose a theoretical value of
the options granted because in the absence of a readily
market value of the share options on the shares of the
Company, the directors were unable to arrive at an
assessment of the value of these share options.

SUBSTANTIAL SHAREHOLDERS
At 31 March 2004, the following parties having the interests

of 5% or more of the issued share capital of the Company
were recorded in the register of interests kept by the
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Success Forever Limited (Note 1) (Bfat1) Beneficially owned 317,886,782 50.04
EEHR
Eco-Haru Mfr. Holdings Limited Beneficially owned 121,100,869 19.06
(“Eco-Haru’) (Note 2) (K &%2) EEHAE
Glorious Concept Limited (“Glorious Beneficially owned 8,502,000 1.34
Concept”) (Note 2) (B 5£2) EEHB
EganaGoldpfeil (Holdings) Limited Interest held by 129,602,869 20.40
("EganaGoldpfeil”) (Note 2) controlled corporation
MBI EE AR LR ([HM]) REABEMEER
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Peninsula International Limited Interest held by 129,602,869 20.40

("Peninsula”) (Note 3) ( Bt 7%3)
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SUBSTANTIAL SHAREHOLDERS (Continued)

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
39.18% by Peninsula.

Save as disclosed above, 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.

CONNECTED TRANSACTIONS

Details of the connected transactions of the Company are
set out in note 34 to the financial statements.

The independent non-executive directors of the Company
have reviewed and confirmed that the connected
transactions were conducted in the ordinary and usual
course of the Group's business and are fair and reasonable
so far as the Company’s shareholders are concerned, or in
accordance with the terms of the agreements governing
the transactions.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

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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CODE OF BEST PRACTICE

In the opinion of the directors, the Company 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,
throughout the accounting period covered by the annual
report, except that the non-executive directors of the
Company 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.

AUDIT COMMITTEE

Pursuant to the requirements of the Listing Rules, the
Company has established an audit committee which
comprises all of the Company’s non-executive directors.
Except for 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.

COMPLIANCE WITH THE CONTINUING DISCLOSURE
REQUIREMENT UNDER CHAPTER 13 OF THE LISTING
RULES

In compliance with the continuing disclosure requirements
under Rule 13.21 of Chapter 13 of the Listing Rules (as
amended on 31 March 2004), 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.

During the year, the Group signed a term loan facility
agreement for a syndicated loan of HK$245 million for a
period of 3'/, 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.
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AUDITORS B ED

Ernst & Young retire and a resolution for their ZTXKEFMEBEBATREE REBRER

reappointment as auditors of the Company will be proposed FAEGHIRE—BRBER BEEALAQFR
at the forthcoming annual general meeting. 1% SR

ON BEHALF OF THE BOARD REREZE

Chairman FE

LING Siu Man, Simon B

Hong Kong B

16 July 2004 —EEMELA XA
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