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DIRECTORS’ REPORT

The directors present their annual report and the audited financial
statements of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) for the year ended 31st
March, 2004.

PRINCIPAL ACTIVITIES AND SEGMENT INFORMATION

The Company is an investment holding company. The
subsidiaries of the Company are engaged in the design,
manufacture and sale of a wide range of electronic products
and in securities trading.

Details of segment information of the Group are set out in note
4 of the financial statements.

An analysis of the turnover and contribution to profit from
operations of the Group is set out in note 4 to the financial
statements.

SUBSIDIARIES
Particulars of the Company’s subsidiaries at 31st March, 2004
are set out in note 40 on the financial statements.

RESULTS
The results of the Group for the year ended 31st March, 2004
are set out in the consolidated income statement on page 22.

DIVIDENDS

The directors have declared an interim dividend of HKO0.8 cent
per share which was paid on 19th December, 2003. The directors
recommend the payment of a final dividend of HK3.5 cents per
share.

FINANCIAL SUMMARY
A 5 year financial summary of the Group is set out on pages 86
and 87.

SHARE CAPITAL

Pursuant to an ordinary resolution passed at a Special General
Meeting of the Company held on 13th November, 2003, every
four issued and unissued shares of HK$0.10 each were
consolidated into one share of HK$0.40 each. During the year,
the Company repurchased a total of 7,160,000 of its own shares
on The Stock Exchange of Hong Kong Limited. The directors
considered that, as the Company’'s shares were trading at a
discount to the net assets value per share, the repurchases
would increase the net asset value per share of the Company.
The Company also issued 48,624,528 new shares as a result of
the exercise of share options and 300,000,000 shares of the
Company as a result of the placing and subscription arrangement.
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DIRECTORS’ REPORT

SHARE CAPITAL - continued
Details of the movements in share capital are set out in note 27
to the financial statements.

Details of share options of the Company outstanding during the
year are set out in note 28 to the financial statements.

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in note 29 to the financial statements.
The Company had distributable reserves of HK$164,398,000 as
at 31st March, 2004 (2003: HK$104,763,000).

INVESTMENT PROPERTIES

At balance sheet date, the Group revalued its investment
properties. The corresponding deficit on revaluation of
HK$6,618,000 was debited to the consolidated income
statement. Details of investment properties of the Group are
set out in note 13 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and
equipment of approximately HK$74,718,000 to expand its
business. Details of this and other movements in the property,
plant and equipment of the Group during the year are set out in
note 14 to the financial statements.

CHARITABLE DONATIONS
No donation was made by the Group during the year (2003: Nil).

DIRECTORS AND SERVICE CONTRACTS
The directors during the year and up to the date of this report
were:

Executive directors:

Lau Sak Hong, Philip
Lau Sak Kai, Anthony
Lau Sak Yuk, Andy

Independent non-executive directors:
Ho Hau Chong, Norman
Hon Sheung Tin, Peter

In accordance with the Company’s bye-law 82, Mr. Ho Hau
Chong, Norman retires by rotation and, being eligible, offers
himself for re-election at the forthcoming annual general
meeting.
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DIRECTORS’ REPORT

DIRECTORS AND SERVICE CONTRACTS - continued

No director being 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).

The independent non-executive directors are appointed for a
term subject to retirement by rotation as required by the
Company's bye-laws.

DIRECTORS’ INTERESTS IN CONTRACTS AND CONNECTED
TRANSACTIONS

No contract of significance to which the Company or any of its
subsidiaries was a party and in which a director had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

DIRECTORS’ INTERESTS IN SECURITIES

At 31st March, 2004, the interests and short positions of the
directors and chief executives in the shares of the Company
and associated corporations, as defined in Part XV of Securities
and Futures Ordinance (the “SFO”) and as recorded in the
register required to be kept by the Company under section 352
of the SFO or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (“HKSE") pursuant to
the Model Code for Securities Transactions by the Directors of
Listed Companies, were as follows:

BEERARRMER
Number of shares of the Company held
BAEE ARER Hith i &
Personal Corporate Other % of total
interests interests interests Total Issued Shares
HITES: Executive directors:
AHE Lau Sak Hong, Philip 62,711,572 3,018,090 (a) 168,114,050 (c) 243,944,127 32.22%
- 10,100,415 (b) -
285 E Lau Sak Kai, Anthony 37,265,929 3,018,090 (a) - 50,384,434 6.65%
- 10,100,415 (b) -
2R Lau Sak Yuk, Andy 35,059,108 3,018,090 (a) - 48,177,613 6.36%
- 10,100,415 (b) -
BUXHTEE: Independent non-executive directors:
Bl Ho Hau Chong, Norman - - - - -
#IAH Hon Sheung Tin, Peter 194,645 - - 194,645 0.03%
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DIRECTORS’ REPORT

DIRECTORS’ INTERESTS IN SECURITIES - continued

Notes:

(a) These shares are held through K.K. Nominees Limited, a
company which is beneficially owned by Lau Sak Hong, Philip,
Lau Sak Kai, Anthony and Lau Sak Yuk, Andy (hereinafter
collectively with other family members referred to as the “Lau
family”). Accordingly, Lau family is deemed to be interested in
the shares held by K.K. Nominees Limited.

(b) These shares are held through Wincard Management Services
Limited, a company which is beneficially owned by the Lau
family. Accordingly, Lau family is deemed to be interested in
the shares held by Wincard Management Services Limited.

(c) These shares are beneficially owned directly or indirectly by
Philip Lau Holding Corporation, a company beneficially owned
by a discretionary trust, the discretionary objects of which include
Lau Sak Hong, Philip and his associates. Accordingly, Lau Sak
Hong, Philip is deemed to be interested in the shares held by
Philip Lau Holding Corporation.

In addition, other members of the Lau family held an aggregate
of 15,270,415 shares.

Save as disclosed above and other than certain nominee shares
in subsidiaries held by directors in trust for the Company or its
subsidiaries, no director held any interest in the securities of
the Company or any of its associated corporations, as recorded
in the register required to be kept under section 352 of the SFO
or as otherwise notified to the Company pursuant to the Model
Code for Securities Transactions by the Directors of Listed
Companies.

SHARE OPTION SCHEME

Under the Company’s share option scheme (“Old Scheme”)
which was approved and adopted at the special general meeting
of the Company held on 7th April, 1997 for a period of 4 years,
the directors might grant options to any eligible employees of
the Group, including directors, of the Company and its
subsidiaries to subscribe for shares in the Company. Options
granted are exercisable within a period of five years commencing
from the date of grant of the options. The subscription price of
the option shares is the higher of the nominal value of the
shares and an amount which is not less than 80% of the average
of the last dealt prices of the shares on the five trading days
immediately preceding the offer of the options.
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TEEREERZA— B METHNTE

AFR0.101B T

* RIBE=F+—-A+=BKRMH®E AR
AZEBETRARETEREMEIGET
2B BHRA A —REREEC.40
BT Z & Gt 17 (B & ik AR FE R

2o

REARANR_ZFZT_FAA+_BE]T
ZERRBHIREMBEBRASHRAFLE
PerEat &I [#aT 81 - T E B AN SE & 82
B2mENREEIELZ TR/ 7] 2 8HE
FALBEET FRTEE BRARB
HER AR FAAERAREEQF
PR -

DIRECTORS’ REPORT

SHARE OPTION SCHEME - continued

The Old Scheme was expired on 6th April, 2001 and thereafter,
no more option could be granted pursuant to the Old Scheme.
In respect of the options already granted under the Old Scheme,
the provisions shall remain in force. Movements of the options
granted pursuant to the Old Scheme during the year ended
31st March, 2004 are as follows:

REAFE

BRE
R-ZZ2ZF %%BE REFEAE REAFERG R-Z2OF
mA-BZ Number of BREZE Aftz@A% ZH=Zt-H
BREHE option shares Number of  Adjustment EREYA
Number of lapsed/ option shares for Number of
option shares cancelled exercised consolidation option
outstanding during during during shares at
at 1.4.2003 the year the year the year 31.3.2004
43,645,056 - (21,822,528)  (16,366,896) 5,455,632
43,645,056 - (21,822,528)  (16,366,896) 5,455,632

The weighted average closing price per share immediately before
the date on which the options were exercised was HK$0.101.

The exercise price were adjusted with effect from the close of
business on 13th November, 2003, as a result of consolidation
of four issued and unissued shares of HK$0.10 par value each
into one share of HK$0.40 par value each in the ordinary share
capital of the Company.

A new share option scheme (“New Scheme"”) was approved
and adopted at the special general meeting of the Company
held on 12th September, 2002 for a period of 5 years. The
primary purpose is to provide incentives or rewards to
participants for their contribution to the Group. Eligible
participants of the New Scheme included any employees, non-
executive directors, suppliers of goods or services, customers,
advisors or consultant and shareholders of any member of the
Group.
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DIRECTORS’ REPORT

SHARE OPTION SCHEME - continued

The maximum number of shares options which may be issued
upon exercise of all options to be granted under this New
Scheme and other share option scheme of the Company must
not, in aggregate, exceed 10% of the shares in issue while
overall limit for all outstanding options granted and yet to be
exercised must not exceed 30% of the shares in issue from
time to time.

The total number of shares issued and to be issued upon
exercise of the option granted to each participant (except
substantial shareholder, independent non-executive director, or
their respective associates) in any 12 months period up to the
date of the grant shall not exceed 1% of the shares in issue.

The option period within which the shares must be taken up
under an option is any period as determined by the Board, which
shall not be more than 5 years from the date on which the
option is granted. The option may be exercised by the grantee
at any time during the option period.

The subscription price of the share options is determined by
the Board, but shall be no less than the highest of the closing
price of the shares on the offer date, the average of the closing
price of the shares of the 5 trading day immediately preceding
the offer date; or the nominal value of the shares on the offer
date.

The consideration for the grant is HK$1.00 and it shall in no
circumstance be refundable.
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DIRECTORS’ REPORT

SHARE OPTION SCHEME - continued
Movements of the options granted pursuant to the New Scheme
during the year ended 31st March, 2004 are as follows:—

R-Z2ZF REEE REFENTR REAFERG R-ZBOF
mMA-AZ BT BREHE fzHE =B=1+-H
BREYA BREZR Number of  Adjustment BREYA
Number of Number of option shares for Number of

option shares option shares exercised consolidation option

outstanding granted during during during shares at
at 1.4.2003 the year the year the year 31.3.2004

- 53,604,000 (26,802,000) (20,101,500 6,700,500
- 60,576,000 (45,432,000) 15,144,000

- 114,180,000 (26,802,000)  (65,533,500) 21,844,500

Notes:

(1) The above options were granted for an exercise period of five
years from the date of grant of the options.

(2) No option was lapsed or cancelled during the year.

(3) The Directors consider it inappropriate to value the options
granted during the year as a number of factors critical for the
valuation cannot be determined accurately. Any valuation of the
options based on various speculative assumptions would be
meaningless and could be misleading to the shareholders.

(4) The weighted average closing price per share immediately before
the date on which the options were exercised was HK$0.201.

* The exercise prices were adjusted with effect from the close of

business on 13th November, 2003, as a result of consolidation
of four issued and unissued shares of HK$0.10 par value each
into one share of HK$0.40 par value each in the ordinary share
capital of the Company.
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Value Partners

Limited (4f7F)
THE

Value Partners
Limited (Note)
Lee Yu Chiang

i
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DIRECTORS’ REPORT

SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2004, the following persons, other than the
interest disclosed above in respect of the directors, interest in
5% or more in the shares and underlying shares of the Company
have been notified to the Company and recorded in the register
of substantial shareholders’ interests in shares and short
positions required to be kept under Section 336 of Part XV of
the SFO:

HEeERTREAZ
BB ERvid=a
Number of Ordinary Shares % of total

in which interested issued shares

60,647,500 8.01%
60,647,500 8.01%
42,140,878 5.56%

Note:

Cheah Cheng Hye beneficially owned 31.82% controlling interest in
Value Partners Limited.

Save as mentioned above and in section of “Directors’ Interests
in Securities”, as at 31st March, 2004, the register maintained
by the Company pursuant to section 336 of the SFO recorded
no other interests or short positions in shares of the Company.
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DIRECTORS’ REPORT

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
During the year, the Company repurchased its shares on The
Stock Exchange of Hong Kong Limited (“the Stock Exchange”)
as follows:

B e
#|R0.10%B T
ReGEHE
Number of BERER
shares of Price per share we
HK$0.10 each RIKE B=E Aggregate
repurchased Lowest Highest Consideration
T AT AT
HK$ HK$ HK$
2,630,000 0.089 0.100 250,100
4,530,000 0.098 0.104 461,060

7,160,000 711,160

The above shares were cancelled upon repurchase and
accordingly the issued share capital of the Company was reduced
by the nominal value of these shares. The discount on
repurchase was credited to accumulated profits. An amount
equivalent to the nominal value of the shares cancelled was
transferred from accumulated profits to the capital redemption
reserve.

CODE OF BEST PRACTICE

The Company has complied throughout the year with the Code
of Best Practice as set out in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's
bye-laws, or the laws of Bermuda, which would oblige the
Company to offer new shares on a pro-rata basis to existing
shareholders.
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DIRECTORS’ REPORT

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group's largest customer
and five largest customers accounted for 32% and 58%
respectively of the Group’s total turnover for the year.

The aggregate purchases attributable to the Group's largest
supplier and five largest suppliers accounted for 12% and 27%
respectively of the Group's total purchases for the year.

None of the directors, their associates, or any shareholder (which
to the knowledge of the directors owns more than 5% of the
Company’s share capital) has any interest in the Group’s five
largest customers or suppliers.

AUDITORS

The auditors, Messrs. Moores Rowland merged with Messrs.
Mazars on 1st October, 2003, and are now practicing under the
name of Moores Rowland Mazars.

A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Moores Rowland Mazars, Chartered
Accountants, Certified Public Accountants, as auditors of the
Company.

On behalf of the Board
Lau Sak Hong, Philip
CHAIRMAN

Hong Kong, 26th July, 2004
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