Liquidity and Financial Information

The Group’s liquidity was maintained at a healthy level. At 28th
February, 2002, the total amount of short-term bank deposits, bank
balances and cash of the Group was approximately
HK$302,975,000.

The Group regularly reviews its liquidity and liabilities, so as to
maintain the gearing ratio at a healthy level. As a result of the
adoption of the SSAP 31, the asset revaluation reserve of the Group
was reduced by approximately HK$87,628,000, having a slight
impact on financial ratios (after the inclusion of proposed dividends)
of the Group:

Gearing ratio BREBENX
Bank borrowings ratio MITEEL X
Net bank borrowings ratio RITEEFEL

The sales of the Group is mainly denominated in Hong Kong dollars
and US dollars and the purchase of raw materials is made mainly in
Hong Kong dollars, US dollars and Renminbi. Bank borrowings are
also denominated in Hong Kong dollars and US dollars and
interests are charged on a floating rate basis. Hence, the Group’s

exposure to foreign exchange risk is minimal.

Capital Expenditure

During the period under review, the Group invested approximately
HK$108,909,000 in the addition of property, plant and equipment.

As the two steam and electricity co-generation facilities will be
recognised for in this financial year, together with the need to
upgrade and add plant and equipment to support the expected
increase in orders for the second half of this financial year, it is
expected that the capital expenditure of the Group for this financial
year will be increased to approximately HK$300 million. At 28th
February, 2002, the capital commitment of the Group was
approximately HK$54,869,000.
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Ocean Yarn Dyeing Factory Limited, a wholly owned subsidiary of
the Company, entered into an agreement on 28th February, 2002 to
establish a wholly owned knitting and dyeing factory, Jiangyin Fuhui
Textiles Limited, in Jiangyin, Jiangsu Province, PRC, for the long
term development of the Group and the creation of room for further
expansion. The project will proceed in several phases in
accordance with the actual market environment for the next five
years. The total investment amount for the project will be US$125
million, comprising the total registered capital of US$42 million. It is
expected that the capital expenditure of the Group for the next
financial year will be increased to approximately HK$300 million.

Pledge of Assets

At 28th February, 2002, properties and plant and machinery with an
aggregate carrying value of approximately HK$506,911,000 (31st
August, 2001 : HK$575,620,000) were pledged to certain banks for
the general banking facilities granted to the Group.

Contingent Liabilities

At 28th February, 2002, the Group had contingent liabilities
amounting to approximately HK$45,273,000 (31st August, 2001 :
HK$62,579,000) in respect of discounted bills with recourse and
invoices factored with recourse.
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