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The directors present their annual report and the audited financial statements
for the year ended 31st March, 2005.

Principal Activities

The Company is an investment holding company. The principal activities
of its principal subsidiaries are set out in note 28 to the financial statements.

Results and Appropriations

The results of the Group for the year ended 31st March, 2005 are set out in
the consolidated income statement on page 24 of the annual report.

An interim dividend of HK0.8 cent per share amounting to HK$13,248,000
was paid to the shareholders during the year. The directors now recommend
the payment of a final dividend of HK1.2 cents per share to the shareholders
whose name appeared on the register of members on 20th September,
2005, amounting to HK$19,872,000, and the retention of the remaining
profit for the year.

Property, Plant and Equipment

During the year, the Group spent HK$24,324,000 on the acquisition of
property, plant and equipment for the purpose of expanding the Group’s
business.

Leasehold land and buildings of the Group were revalued at 31st March,
2005. The revaluation resulted in a surplus of HK$2,389,000 which has
been credited directly to the property revaluation reserve.

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

Investment Properties

Investment properties of the Group were revalued at 31st March, 2005.
The increase in fair value of HK$3,770,000 has been credited directly to
the consolidated income statement.
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Investment Properties (continued)

Details of this movement in the investment properties of the Group during
the year are set out in note 11 to the financial statements.

A summary of the investment properties of the Group is set out on page 68
of the annual report.

Directors

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

were:

Executive directors

Mr. Cheng Chung Man, Johnny
Ms. Lam Yuk Sum

Independent non-executive directors

Mr. Cheng Chung Hoo
Mr. Yang Wei Tak
Mr. Yeung Wing Kay
(appointed on 17th September, 2004)

In accordance with clauses 108 and 112 of the Company’s Articles of
Association, Mr. Yang Wei Tak and Mr. Yeung Wing Kay retire at the
forthcoming annual general meeting and, being eligible, offer themselves
for re-election.

Term of Office of Independent Non-executive Directors

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

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, Senior Management Biographies

Executive directors

Mr. CHENG Chung Man, Johnny, aged 48, 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 21 years of experience in the apparel
distribution and manufacturing business. Mr. Cheng was awarded the Young
Industrialist Awards of Hongkong in November 2001. He is the husband of
Ms. Lam Yuk Sum.

Ms. LAM Yuk Sum, aged 45, is an executive director responsible for the
overall strategic planning as well as the Group’s merchandising management
and design and product development. She joined the Group in 1987 and
has over 18 years of experience in fashion design and garment industry.
She is the wife of Mr. Cheng.

Independent non-executive directors

Mr. CHENG Chung Hoo, aged 68, is a non-executive director. Since 1975,
he has been a managing director of an international trading and property
development company. He has also been a managing director of a property

investment company over 13 years.

Mr. YANG Wei Tak, aged 75, 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 30 years.

Mr. YEUNG Wing Kay, aged 53, is a non-executive director. He is a Certified
Public Accountant (Practising) and has been a partner of Yeung & Cheuk, a
firm of Certified Public Accountants in Hong Kong for 12 years. He
graduated from the Chinese University of Hong Kong with a degree of

Bachelor of Social Sciences.

Senior management

Ms. WONG Chi Ying, aged 36, 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 a fellow member of the Association of Chartered Certified
Accountants in the United Kingdom and an associate member of the Hong

Kong Institute of Certified Public Accountants.
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Date of grant

ZER=E+-ATNH
18th November, 2003

ZER=EF-ATNH
18th November, 2003

ZEEMEAAZT-H
21st September, 2004

ZEEMENAZT-H
21st September, 2004

friEnifA
(AfRiH s
Vesting period

(from the date of grant)

ZER-ET-ATNEE
“ETRET-ATtH
18th November, 2003
to 17th November, 2005

ZERET-ATNRE
ZEELE+-ATLH
18th November, 2003
to 17th November, 2007

“TEMFAAT-RE
“ZERENAZTA
21st September, 2004
to 20th September, 2006

~2EmERA=T-AE
“ZE\$NAZTH
21st September, 2004
to 20th September, 2008

Share Option Schemes

Particulars of the share option schemes adopted by the Group are set out

in note 24 to the financial statements.

No options were granted to the directors or substantial shareholders of the

Company during the year.

The following table discloses details of options held by employees of the

Group and movements in such holdings during the year ended 31st March,

2005:
RZSEMF RZFERE
MA-H  REER  REER ZA=1+-H
BkiTERE ki R A8 WA
FEHE Exercise Balance Granted Cancelled  Outstanding
Exercisable price at during during at
period per share 1.4.2004 the year the year  31.3.2005
ZITREF-ATNAE 062E:L 18,600,000 - (600,000) 18,000,000
“ETLET-ATtH HK$0.162
18th November, 2005
to 17th November, 2007
ZETLEF-AFNAE 062E:L 18,600,000 - (600,000) 18,000,000
ZEENET-ATLA HK$0.162
18th November, 2007
to 17th November, 2009
“ZERENACT-HBE  0255%T% - 2,000,000 — 2,000,000
ZEE)\ENAZTH HK$0.255
21st September, 2006
to 20th September, 2008
“EENENAZt-HE 02551 - 2,000,000 ~ 2,000,000
ZZ-REAACTH HK$0.255
21st September, 2008
to 20th September, 2010
37,200,000 4,000,000 (1,200,000) 40,000,000
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Share Option Schemes (continued)

The closing price of the Company’s shares immediately before 21st
September, 2004, the date of grant of options during the year, was HK$0.28.

At the date of this report, the total number of shares to be issued upon
exercise of the outstanding options is 40,000,000, representing 2.4% of the
issued share capital of the Company at the date of this report.

The fair value of the options granted during the year measured at the date
of grant on 21st September, 2004 was HK$0.13 and HK$0.14 per option,
respectively, for the options exercisable from 21st September, 2006 to 20th
September, 2008 and exercisable from 271st September, 2008 to 20th
September, 2010. The following significant assumptions were used to derive
the fair values using the Black-Scholes option pricing model:

z “FENFAR-+—H
BENFAA-+H

ECE-FFAATH
aJ A7 fdi e A CIEsgided 303114
Option exercisable Options exercisable
from 21st from 21st
September, 2006 to September, 2008 to
RHHH Date of grant 20th September, 2008 20th September, 2010
8 5 BB AU HE HA IR Expected life of options mF NE
4 years 6 years

1R 1% AR B /R 520K 18 1 Expected volatility based on
SHE 2z REK R historical volatility of share prices 76% 76%
BHFERX Expected annual dividend yield 4.7% 4.7%
ERIEESFREX Hong Kong Exchange Fund Notes rate 2.6% 3.4%

RAEAFEEMS  ARRZESL
BUE B EBL RIS TR 2B
Pt i 1F HH AR 2

BAR—RANNEEEREARTES
EXEMRR  SEREKE- AR
ERZIBEMNRERZEHHEEFTRF
BEABKEATZE BEZAR/A
B2 BRI T REFE ) 1R 4t — (8 T 52

RE-—BEBREAFEMBZINEL

For the purposes of the calculation of fair value, no adjustment has been
made in respect of options expected to be forfeited, due to lack of historical
data.

The Black-Scholes option pricing model requires the input of highly
subjective assumptions, including the volatility of share price. Because
changes in subjective input assumptions can materially affect the fair value
estimate, in the directors’ opinion, the existing model does not necessarily
provide a reliable single measure of the fair value of the share options.
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FEHA Name of director

Ep B S A Mr. Cheng Chung Man, Johnny
MERK T Ms. Lam Yuk Sum

Ktz - Notes:

1. #% % 994,044,180/% 5 & Silver 1.
Crown Profits Limited ([ Silver
Crown |) Bz # A ° Silver Crown
WD I 2%EEEJ Cheng
Family Trust R 2 X @ A FTH
B ZEEEENXEZABRERE
XEERMERLTIHOREKE -

2. BENEEARMERLLTZIK 2.
WHEREBEEEMERL L ES S
H124,194,000 0 1p 2 # 25 -

G173
Capacity

mIEFERE
Held by trust

HEBREE
Held by spouse

HEERA
Held by trust

BEDEEA

Beneficial owner

FEFE 17
LRt E ¢E]
Number of
issued ordinary
shares held

994,044,180
(Btat 1)
(Note 1)

124,194,000
(Ktat 2)
(Note 2)

1,118,238,180

994,044,180
(Kt 1)
(Note 1)

124,194,000

1,118,238,180

Directors’ Interests in Shares, Underlying Shares
and Debentures

As at 31st March, 2005, the interests of the directors and their associates
in the shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)), as recorded in the register maintained by
the Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code”) contained in the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”), were as follows:

AATIE#TT

[ Z Nk e
Percentage of
the issued
share capital

of the Company

60.03%
7.50%
67.53%
60.03%
7.50%

67.53%

These 994,044,180 shares are beneficially owned by Silver Crown Profits
Limited (“Silver Crown”). The shares in Silver Crown are in turn held by
the trustee of the J Cheng Family Trust, a discretionary trust, the
discretionary objects of which include family members of Mr. Cheng
Chung Man, Johnny and Ms. Lam Yuk Sum.

Mr. Cheng Chung Man, Johnny is the husband of Ms. Lam Yuk Sum and
is deemed to be interested in 124,194,000 shares beneficially owned by
Ms. Lam Yuk Sum.
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Directors’ Interests in Shares, Underlying Shares
and Debentures (continued)

Other than disclosed above and certain nominee shares in subsidiaries
held by certain directors in trust for the Group, none of the directors nor
their associates had any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of part XV of the SFO) as at 31st March, 2005, as
required to be recorded in the register maintained 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.

Directors’ Rights to Acquire Shares or Debentures

Other than the share option schemes of the Company, 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.

Connected Transactions and Directors’ Interests in Contracts

Details of the discloseable connected transactions for the year are set out

in note 27 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

(ii) there were no other transactions which need to be disclosed as

connected transactions in accordance with the requirements of the

Listing Rules.
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Connected Transactions and Directors’ Interests in Contracts
(continued)

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 27(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;

(i)~ on arm’s length basis, on normal commercial terms and in accordance
with the terms of the agreement governing such transactions; and

(iii) ~ fair and reasonable so far as the shareholders of the Company are
concerned.

Substantial Shareholders

Other than disclosed above under the section headed “Directors’ Interests
in Shares, Underlying Shares and Debentures” and other substantial
shareholders’” interests disclosed in the following table, at 31st March,
2005, the register of substantial shareholders maintained by the Company
pursuant to Section 336 of the SFO showed that the Company had not
been notified of any other relevant interests or short positions in the shares
or underlying shares of the Company.

AATIE 1T
A E 81T [ ZNELR)

i 3mfx # H Percentage of

Number of the issued share

g1 issued ordinary capital of the

Rt Name of shareholder Capacity shares held Company

HEE Cheah Cheng Hye BXESEZERE 164,340,000 9.92%
Held by controlled (Kt &t)
corporation (Note)

EEESER Value Partners Limited MERELERE 164,340,000 9.92%
NG| Held by investment (hrst)
managers (Note)

Value Partners Value Partners BEolEaE A 95,720,000 5.78%

High-Dividend
Stocks Fund

Stocks Fund

High-Dividend

Beneficial owner
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Substantial Shareholders (continued)

Note: Value Partners Limited through its investment managers including Value
Partners High-Dividend Stock Fund owns an aggregate of 164,340,000
ordinary shares of the Company. Mr. Cheah Cheng Hye is deemed to be
interested in 164,340,000 ordinary shares of the Company as he

beneficially owns 31.82% of Value Partners Limited.

Major Customers and Suppliers

During the year, the aggregate purchases attributable to the Group’s five
largest suppliers accounted for approximately 69% of the Group’s total
purchases for the year and the purchases attributable to the Group'’s largest
supplier were approximately 31% of the Group’s total purchases for the
year. The aggregate sales attributable to the Group’s five largest customers

were less than 30% of the Group’s total sales for the year.

None of the directors, their associates or any shareholders of the Company
(which to the knowledge of the directors owns more than 5% of the
Company’s issued share capital) had an interest in the share capital of any

of the Group’s five largest suppliers.

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.

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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Corporate Governance

In the opinion of the directors, the Company has complied throughout the
year ended 31st March, 2005 with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules.

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required standard
set out in the Model Code. Having made specific enquiry of all directors,
all directors confirmed they have complied with the required standard set
out in the Model Code and the code of conduct regarding securities

transactions by directors adopted by the Company.

The Code of Best Practice has been replaced by the Code on Corporate
Governance Practices and Corporate Governance Report (Appendices 14
and 23 to the Listing Rules) with effect from 1st January, 2005. Compliance
of the new Code by the Company will be required for accounting periods

commencing from 1st April, 2005.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout the year
ended 31st March, 2005.

Auditors

A resolution will be submitted to the annual general meeting of the Company

to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board
Cheng Chung Man, Johnny
Director

Hong Kong, 5th July, 2005




