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Directors’ Report

The directors present their annual report and the audited financial statements
of the Company and of the Group for the year ended 31st March, 2001.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities of
the Company’s principal subsidiaries as at 31st March, 2001 are set out in
note 31 to the financial statements.

PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at 31st March, 2001
are set out in note 31 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and the appropriations of the Company for the year
ended 31st March, 2001 are set out in the consolidated income statement
on page 22 of the annual report and in the accompanying notes to the
financial statements.

The directors recommend the payment of a final dividend of HKO.37 cent per
share payable to shareholders whose names appeared on the register of
members on 13th September, 2001 which, together with the interim dividend
of HKO.23 cent per share paid during the year, gives a total dividend of
HKO.60 cent per share for the year. Details of the dividends are set out in
note 9 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate purchases attributable to the Group’s five
largest suppliers comprised approximately 71% of the Group’s total purchases
and the purchases attributable to the Group’s largest supplier were
approximately 20% of total purchases. The aggregate sales attributable to
the Group’s five largest customers were less than 30% of the Group’s total
sales.

None of the directors, their associates or any shareholders which, to the
knowledge of the directors, owns more than 5% of the Company’s issued
share capital had any interest in the share capital of any of the five largest
suppliers of the Group.
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Directors’ Report

RESERVES

Details of the movements in the reserves of the Group and of the Company
during the year are set out in note 21 to the financial statements.

The Company’s reserves available for distribution to its shareholders comprise
its contributed surplus and retained profits amounting to approximately HK$53
million (after the proposed final dividend of HK$6,127,000) as at 31st March,
2001 provided that, after distribution, the Company will be able to pay its
debts as they fall due in the ordinary course of business.

FINANCIAL SUMMARY

A summary of the results of the Group for the five years ended 31st March,
2001 and of the assets and liabilities of the Group as at 31st March, 1998,
1999, 2000 and 2001 is set out on page 55 of the annual report.

INVESTMENT PROPERTIES AND PROPERTY, PLANT AND
EQUIPMENT

During the year, the Group spent approximately HK$15,226,000 and
HK$50,092,000 on the acquisition of investment properties and property,
plant and equipment, respectively, for the purpose of expanding the Group’s
business.

The investment properties and leasehold land and buildings of the Group
were revalued on 31st March, 2001. The deficit arising on revaluation of
these properties of approximately HK$649,000 has been charged to the
consolidated income statement.

Details of these and other movements in the investment properties and
property, plant and equipment of the Group during the year are set out in
notes 11 and 12 to the financial statements, respectively.

A summary of the investment properties of the Group is set out on page 56
of the annual report.
SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the share capital of the Company during the
year are set out in note 19 to the financial statements.

Details of the Company’s share option scheme are set out in note 20 to the

financial statements. No share options were granted by the Company up to
31st March, 2001.



ERRBTEEFHFE

R—FREEEEREREEENR
TIERREEAQEE TYERS
BE-R-_TT—FZA=+—8"'1R
BHBAONERERBITERNER
DN TR BB BEREMF17R
BT 180

FAAEEHESTANERETE
P

EF

ARARNEARBEAREBHNE

BOTEE

MEXEE (TEREFREE)
MEHRZ L
RERGRE

BIUFRTES

BREXE
BEEEE

RBARBDERZMANFE108(A)EEF
11216 BRFFEEAR B EITHK
RBEFREHESE MHREEES
fFo

BEBUFATEFENETH HNEEH
REARAERADYGRESERL-

EEMRBEESH

BERTERHEMARRTIRE A
#E—NANNFOA—-BRE 15
RUZF ERSEBELER BEERE
PRS- HTEL=ZEANELS
ERMTALIERIE.

B EXFREESN BN A K RITH
BRRBFAG LEFNES= HER
ARRARHEEMMBRFETZAAH
AEER—FATIEECEERE
BRoN) & L ERIREE 4

Directors’ Report

BORROWINGS AND INTEREST CAPITALISED

Bank borrowings and obligations under hire purchase contracts repayable
within one year or on demand are classified as current liabilities. Repayment
analyses of obligations under hire purchase contracts and bank borrowings
at 31st March, 2001 are set out in notes 17 and 18 to the financial statements,
respectively.

No interest was capitalised by the Group during the year.

DIRECTORS

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

Executive directors:

Mr. Cheng Chung Man, Johnny (Chairman and Managing Director)
Ms. Lam Yuk Sum
Mr. Ng Man Kit, Lawrence

Independent non-executive directors:

Mr. Cheng Chung Hoo
Mr. Yang Wei Tak

In accordance with clauses 108(A) and 112 of the Company’s Articles of
Association, Mr. Cheung Chung Hoo retires at the forthcoming annual general
meeting and, being eligible, offers himself for re-election.

The term of office of each independent non-executive director is the period
up to his retirement by rotation in accordance with the Company'’s Articles of
Association.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service agreement with
the Company for an initial period of three years, commencing on 1st April,
1999 which will continue thereafter until terminated by either party by three
months’ prior written notice.

Save as disclosed above, none of the directors 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.
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Directors’ Report

DIRECTORS, SENIOR MANAGEMENT BIOGRAPHIES
Executive directors

Mr. CHENG Chung Man, Johnny, aged 44, is the chairman and managing
director of the Group. He established the Group in 1984 and is responsible
for the overall strategic planning and formulation of corporate policies of the
Group. Mr. Cheng has over 17 years of experience in the apparel distribution
and manufacturing business.

Ms. LAM Yuk Sum, aged 41, is an executive director responsible for the
overall strategic planning as well as the Group’s merchandising management
and design and development. She joined the Group in 1987 and has over
12 years of experience in fashion design and garment industry. She is the
wife of Mr. Cheng.

Mr. NG Man Kit, Lawrence, aged 45, is an executive director. Mr. Ng is
responsible for the overall strategic planning, retail operation as well as
business development of the Group. Before joining the Group in December,
1997, Mr. Ng was an executive director of a listed footwear group, an
executive director of a listed fashion group and the vice president of a listed
trading company in Hong Kong. Mr. Ng holds a distinction diploma in History
from the Hong Kong Baptist University and has over 20 years of experience
in the retail services industry in Hong Kong.

Independent non-executive directors

Mr. CHENG Chung Hoo, aged 64, is a non-executive director. Since 1975,
he has been a managing director of a fashion trading and property
development company. He has also been a managing director of a property
investment company over 3 years,

Mr. YANG Wei Tak, aged 71, is a non-executive director. He has over 40
years of experience in international trading and has been a managing director
of an import and export company over 27 years.
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Senior management

Ms. WONG Chi Ying, aged 32, is the financial controller of the Group and
also the secretary of the Company. Prior to joining the Group in July 1996,
Ms. Wong worked in an international accounting firm for about four years.
She holds a bachelor degree in accountancy from the City University of
Hong Kong. She is an associate member of The Association of Chartered
Certified Accountants in the United Kingdom and the Hong Kong Society of
Accountants.

DIRECTORS’ INTERESTS IN SHARES

At 31st March, 2001, the interests of the directors and their associates in
the share capital of the Company and its associated corporations as recorded
in the register maintained by the Company pursuant to Section 29 of the
Hong Kong's Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”) were as follows:

B A

Number of Shares held
LFRES BARRS xRS Hthig e
Corporate Personal Family Other
EFENS Name of director interests interests interests interests
(Bat) (Btat)
(Note) (Note)

B 5B A Mr. Cheng Chung Man, Johnny - - 911,739,650
MEZL L Ms. Lam Yuk Sum - 124,194,000 911,739,660 911,739,650

REG%E Mr. Ng Man Kit, Lawrence - 82,804,530 -
Hfat: % 5 B 1D B Silver Crown Profits  Note:  These shares are beneficially owned by Silver Crown Profits Limited (“Silver Crown”). The

Limited ( [ Silver Crown]) B # H °
Silver Crown#) ik 3 Jh 83 & # 15 5F
J Cheng Family Trustf) st AFTH B
ZEREANIRABREBELEEN
KI&RK B °

B EXFTIEEIN BRETEFNUE
AEARTEEFERBARTOHE
THREARDIIN R=ZFT—-F=A
=t—R REEHEREAL HE
NARRHETMEE AR (RKE
BAGONER) WEMNESFTHER
Ef e

shares in Silver Crown are in turn held by the trustee of the J Cheng Family Trust, a
discretionary trust the beneficiaries of which include Mr. Cheng Chung Man, Johnny's
family members.

Save as disclosed above, other than certain nominee shares in the subsidiaries
held by certain directors in trust for the Group, none of the directors or their
associates had any interests in any securities of the Company or any of its
associated corporations as defined in the SDI Ordinance as at 31st March,
2001.
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DIRECTORS’
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Other than the share option scheme of the Company as disclosed in note 20
to the financial statements, 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. None of the directors, or their spouses or their children under the
age of 18, had any right to subscribe for the securities of the Company, or
had exercised any such rights during the year.

CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS

Details of the discloseable connected transactions for the year are set out in
note 29 to the financial statements. Save as disclosed therein:

(i) no contracts of significance subsisted at any time during the year 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; and

(if) there were no other transactions which need to be disclosed as
connected transactions in accordance with the requirements of the
Rules (the “Listing Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

In accordance with the conditions agreed with the Stock Exchange with
respect to the connected transactions, the independent non-executive
directors have reviewed the connected transactions set out in note 29(a) to
the financial statements and in their opinion, these transactions entered into
by the Group were:

(i) in the ordinary and usual course of business of the Group;
(ii) on arm’s length basis, on normal commercial terms and in accordance

with the terms of the agreement governing such transaction; and

(iif) fair and reasonable so far as the shareholders of the Company are
concerned.
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SUBSTANTIAL SHAREHOLDERS

At 31st March, 2001, the register of substantial shareholders maintained by
the Company pursuant to Section 16(1) of the SDI Ordinance showed that,
other than the interests disclosed under the heading “Directors’ Interests In
Shares”, the Company had not been notified of any interests representing
10% or more of the issued share capital of the Company.

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.

PURCHASES, 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.

CORPORATE GOVERNANCE
The Company has complied throughout the year ended 31st March, 2001

with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules.

AUDITORS

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

Cheng Chung Man, Johnny
Chairman and Managing Director

Hong Kong, 24th July, 2001





