Report of the Directors

The directors submit herewith their annual report together with the audited accounts for the year ended
31 March 2004.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. The principal activities and other particulars
of the subsidiaries and an associate are set out in notes 13 and 14 to the financial statements

respectively.

The analysis of the principal activities and geographical locations of the operations of the Company and
its subsidiaries during the financial year are set out in note 5 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales attributable to the major customers during the financial
year is as follows:

Percentage of the
Group’s total sales

The largest customer 14%
Five largest customers in aggregate 43%

At no tfime during the year have the directors, their associates or any shareholder of the Company
(which to the knowledge of the directors owns more than §% of the Company’s share capital) had any

interest in these major customers.

Purchases attributable to the five largest suppliers of the Group accounted for less than 30% of the value
of the Group’s total purchases for the year.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 March 2004 are set out on page 37.

The directors do not recommend the payment of any dividend for the year ended 31 March 2004.

PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant and equipment of the Group are set out in
note 12 to the financial statements.
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Report of the Directors

DIRECTORS

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

Executive directors:

Mr. Tsang Chi Hung

Mr. Liu Hoo Kuen

Ms. Kwan Yau Choi

Ms. Fung Sau Mui

Mr. Tai Wing Wah

Mr. Wong Kam Hong

Mr. Richard Warren Herlbost

Independent non-executive directors:

Mr. Chu Kwok Man
Mr. Lok Wai Kiang, Paul

In accordance with Bye-Law 87, Ms. Kwan Yau Choi and Ms. Fung Sau Mui retire from the board by
rotation and, being eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors, Mr. Tsang Chi Hung, Mr. Liu Hoo Kuen, Ms. Kwan Yau Choi, Ms. Fung Sau
Mui, Mr. Tai Wing Wah, Mr. Wong Kam Hong and Mr. Richard Warren Herbst, has entered into a service
contract with the Company for an initial term of 3 years commencing from 1 February 2000. No new
service contracts were signed upon expiration on 31 January 2003 and each service contract will
continue thereafter unless terminated by either party thereto giving to the other at least three months’
notice in writing.

Both of the independent non-executive directors, Mr. Chu Kwok Man and Mr. Lok Wai Kiang, Paul have
entered info service contracts with the Company for a term of 2 years commencing on 1 February 2004
and 1 September 2003 respectively.

No director proposed for re-election at the forthcoming annual general meeting has an unexpired
service contract which is not determinable by the Company or any of its subsidiaries within one year
without payment of compensation, other than normal statutory obligations.
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Report of the Directors

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING SHARES

As at 31 March 2004, the interests of the directors and of their associates in the issued share capital and
underlying shares of the Company and its associated corporations, as recorded in the register kept by
the Company pursuant to Section 352 of the Securities and Futures Ordinance, or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited pursuant to the Model Code of Securities

Transactions by Directors of Listed Companies were as follows:

Long position

(a) Interests in the Company’s shares

Number of shares of HK$0.10 each

Personal
Name of director interests
Mr. Tsang Chi Hung 9,920,827
Mr. Liu Hoo Kuen 8,707,481
Ms. Kwan Yau Choi 9,920,827
Ms. Fung Sau Mui 750,000
Mr. Tai Wing Wah 750,000
Mr. Wong Kam Hong 589,995
Mr. Richard Warren Herbst 589,995

Mr. Lok Wai Kiang, Paul -

Notes:

Family
interests

500,000
(note 2)

Corporate
interests

112,511,670
(note 1)

112,511,670
(note 1)

Total

122,432,497

8,707,481
122,432,497

750,000
750,000
589,995
589,995
500,000

Percentage of
the issued
share capital of
the Company

61.22%

4.35%
61.22%

0.38%
0.38%
0.29%
0.29%
0.25%

1. Mr. Tsang Chi Hung and his wife Ms. Kwan Yau Choi own 348 shares and 347 shares of USS$1 each respectively of
Peasedow Enterprises Limited respectively, representing 35% each of the issued share capital of that company, which in

furn owns 112,511,670 shares of the Company.

2. These shares are held in the name of Ms. Lok Zee Pui Pui, Teresa, the wife of Mr. Lok Wai Kiang, Paul and Mr. Lok Wai
Kiang, Paul is deemed to be interested in those shares as family interests.
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Report of the Directors

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING SHARES (continued)
Long position (continued)

(b) Personal interests in the Company’s share options

Exercise Number of

price per Number of underlying

Name of director share option options held shares
HKS

Mr. Tsang Chi Hung 0.8 1,000,000 1,000,000

Mr. Liu Hoo Kuen 0.8 1,000,000 1,000,000

Ms. Kwan Yau Choi 0.8 1,000,000 1,000,000

Ms. Fung Sau Mui 0.8 500,000 500,000

Mr. Tai Wing Wah 0.8 500,000 500,000

Mr. Wong Kam Hong 0.8 500,000 500,000

Mr. Richard Warren Herbst 0.8 500,000 500,000

5,000,000 5,000,000

(c) Personal interests in shares of Decca (Mgt) Limited (“DML”)

Non-voting

deferred shares

Name of director of HK$100 each
Mr. Tsang Chi Hung 48,650
Mr. Liu Hoo Kuen 42,700
Ms. Kwan Yau Choi 48,650

Notes:

1. As at 31 March 2004, the issued and fully paid share capital in DML comprised of 145,600 non-voting deferred shares and
10 ordinary shares of HK$100 each.

2. The rights and restrictions attached to the ordinary and non-voting deferred shares of HK$100 each in DML are as
follows:

(@) The profits which DML may determine to distribute in respect of any financial year shall be distributed as regards
the first $1 trillion thereof of among the holders of ordinary shares of DML according to the amounts paid up on
the ordinary shares of DML held by them respectively and one half of the balance of such profits shall be
distributed among the holders of the non-voting deferred shares of DML and the other half among the holders of
ordinary shares of DML according fo the amounts paid up on the shares held by them respectively.
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Report of the Directors

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING SHARES (continued)
Long position (continued)

(c) Personal interests in shares of Decca (Mgt) Limited (“DML”) (continued)

() On areturn of assets on winding up, the assets of DML fo be returned shall be distributed as regards the first $5
billion thereof among the holders of ordinary shares of DML in proportion to the nominal amounts of ordinary
shares of DML held by them respectively and one half of the balance of such assetfs shall belong to and be
distributed among the holders of the non-voting deferred shares of DML and the other half among the holders of
ordinary shares of DML in proportion to the nominal amounts of the shares held by them respectively.

(c) Every holder of ordinary shares of DML shall have one vote for every fully paid up ordinary share of DML held by
him but the non-voting deferred shares of DML shall not entitle the holders thereof to vote at any general meeting
of DML.

Save for disclosed above, none of the directors nor their associates held office at 31 March 2004 had
any interests or short positions in any shares, underlying shares or debentures of the Company or any of its
associated corporations as at that date.

SHARE OPTION SCHEME

Particulars of the Company’s share option scheme are set out in note 31 to the financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save for disclosed above in “share option scheme”, at no time during the year was the Company, its
holding company or any of its subsidiaries a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of shares in, or debentures of, the Company
or any other body corporate.

SUBSTANTIAL SHAREHOLDERS

Save for disclosed above in “directors’ interests in shares and underlying shares”, the Company has not
been notified of any interests or short positions in the share capital of the Company as at 31 March 2004
which is required to be recorded in the register as required to be kept under section 336 of the Securities
and Futures Ordinance.

CONNECTED TRANSACTIONS

The Group has entered into two tfenancy agreements (the “Agreements”) with Golden Life Investment
Limited ("Golden Life”) on 1 December 2002. The transactions pursuant to the Agreements constituted
connected transactions under the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the "Listing Rules™) as Mr. Tsang Chi Hung, Mr. Liu Hoo Kuen and Ms. Kwan Yau Choi,
directors of the Company, are also directors and shareholders of Golden Life.
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Report of the Directors

CONNECTED TRANSACTIONS (continued)

Pursuant to the Agreements dated 1 December 2002, the Company leases (1) workshop nos. 1-8, 18-21
on the 2nd floor, together with the rear portion of the flat roof on the 3rd floor and 7 car parking spaces
on the ground floor of Decca Industrial Centre, 21 Cheung Lee Street, Chai Wan, Hong Kong with an
aggregate gross floor area of about 12,358 square feet (excluding the car park and flat roof areas) as its
head office, showroom and warehouse at a monthly rental of HK$131,224; and (2) remaining portion of
lot nos. 511 and 512 in Demarcation District No. 109, Kam Tin, Yuen Long, New Territories with an
aggregate site area of about 24,237 square feet for warehousing at a monthly rental of HK$20,000 for a
period of 3 years from 1 December 2002 to 30 November 2005.

During the year, the Group paid rental of approximately HKS$1,815,000 to Golden Life pursuant to the
Agreements.

The independent non-executive directors have reviewed the transactions pursuant to the Agreements
and confirm that these transactions have been entered into:

() by the Group in the usual and ordinary course of business;

(i) on normal commercial tferms or on terms that are fair and reasonable so far as the independent
shareholders of the Company are concerned; and

(i) in accordance with the terms of the Agreements.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save for disclosed above in “connected transactions”, no contracts of significance to which the
Company, its holding company or any of its subsidiaries was a party and in which a director of the
Company had a material interest, whether directly or indirectly, subsisted at the end of the year or at
any time during the year.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S SHARES

During the year, neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of
the Company’s shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-laws, or laws of Bermuda, which
would oblige the Company to offer new shares on a pro-rata basis to existing shareholders.
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Report of the Directors

DONATIONS
During the year, the Group made donations amounting to approximately HK$99,000.
COMPLIANCE WITH THE CODE OF BEST PRACTICE

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

AUDITORS

A resolution will be submitted to the annual general meeting to re-appoint Messrs. Deloitte Touche
Tohmatsu as auditors of the Company.

On behalf of the Board

TSANG CHI HUNG
Chairman

Hong Kong, 19 July 2004

DECCA ## ¢« Annual Report 2004 33



EFEHEE

EE A

REE - FEBRAR99,0008 7T °

BrREFATA

RAFER  RARAR-—HEETELMAXZMARIR EMRAKE T HMAH 2 RERBTA -
% B Eh

MNERES - MER I EMTRARNARRBMIREARSRNEERREFAE LIRS -

EEEEW
E2
exi

B —_TTMFLHATNAE

34 DECCA ## ¢« Annual Report 2004



