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The directors present their annual report and the audited financial

statements for the year ended 31st August, 2004.

Principal Activities

The Company is an investment holding company. The principal activities
of its principal subsidiaries and jointly controlled entities are set out in

notes 14 and 15 to the financial statements, respectively.

Results and Appropriations

The results of the Group and appropriations of the Company for the
year ended 31st August, 2004 are set out in the consolidated income
statement on page 34 and in the accompanying notes to the financial

statements.

The directors recommend the payment of a final dividend of HK7.5
cents per share payable to shareholders whose names appear on the
register of members on 26th January, 2005 which, together with the
interim dividend of HK3.5 cents per share paid during the year, makes a

total dividend for the year of HK11.0 cents per share.

Investment Properties

The Group’s investment properties were revalued at 31st August, 2004
and the resulting surplus of approximately HK$42,000 has been

credited to the consolidated income statement.

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

Particulars of the Group’s investment properties are set out on page 100.

Property, Plant and Equipment

During the year, the Group incurred expenditure of approximately
HK$153,969,000 and HK$115,507,000 on additions to plant and
machinery and construction in progress, respectively, to expand and

upgrade the Group’s manufacturing facilities.

Details of these and other movements in the property, plant and
equipment of the Group and of the Company during the year are set

out in note 12 to the financial statements.
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Share Capital

Details of the Company’s share capital are set out in note 22 to the

financial statements.

Reserves

Details of movements in the reserves of the Company during the year

are set out in note 24 to the financial statements.

Directors and Directors’ Service Contracts
The directors of the Company during the year and up to the date of

this report were:

Executive directors:

Mr. Ha Chung Fong (Chairman)
Mr. Lau Hong Yon

Mr. Ha Kam On, Victor (appointed on 1st September, 2004)
Mr. Yen Gordon (appointed on 1st September, 2004)
Mr. Pow Man Kue (resigned on 1st September, 2004)

Non-executive directors:

Mr. Ha Hon Kuen

Ms. Yeh Yi Hao, Yvette

Ms. Mi Man See, Lisa (resigned on 20th April, 2004)
(alternate to Ms. Yeh Yi Hao, Yvette)

Independent non-executive directors:

Mr. Ng Kwok Tung
Mr. Wong Kwong Chi
Mr. Chow Wing Kin, Anthony, SBS, JP (appointed on 1st September, 2004)
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In accordance with Article 93 of the Company’s Articles of Association,
Messrs. Ha Kam On, Victor, Yen Gordon and Chow Wing Kin, Anthony,
SBS, JP shall retire at the forthcoming annual general meeting and
pursuant to Article 102 of the Company’s Articles of Association,
Messrs. Ha Chung Fong and Wong Kwong Chi shall retire by rotation at
the forthcoming annual general meeting. All retiring directors, being

eligible, offer themselves for re-election.

For those retiring directors, neither Messrs. Ha Kam On, Victor and Yen
Gordon has entered into service contracts with the Company. Mr. Chow
Wing Kin, Anthony, SBS, JP has entered into a service contract with the
Company for a term of one year commencing 1st September, 2004. Mr.
Ha Chung Fong has entered into a service contract with the Company
without specific terms of office on 1st May, 1995. Mr. Wong Kwong
Chi has entered into a service contract with the Company for a term of
one year commencing 16th August, 1998. During the year, the terms of

his contract was extended to 31st August, 2005.

Messrs. Ha Hon Kuen and Ng Kwok Tung have entered into separate
service contracts with the Company for a term of one year commencing
17th May, 1996 and 16th November, 1996 respectively. Ms. Yeh Yi
Hao, Yvette has entered into a service contract with the Company for a
term of eighteen months commencing 1st March, 2000. During the

year, the terms of their contracts were extended to 31st August, 2005.

Other than as disclosed above, no director proposed for re-election at
the forthcoming annual general meeting and no non-executive director
has a service contract which is not determinable by the Group within
one year without payment of compensation, other than statutory

compensation.
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Directors’ Interests in Securities

At 31st August, 2004, the interests of the directors and their associates in
the shares and underlying shares of the Company and its associated
corporations, as recorded in the register maintained by the Company
pursuant to Section 352 of the Securities and Futures Ordinance (“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 Issuers (the “Model
Code”) contained in the Rules Governing the Listing of Securities on the

Stock Exchange (the “Listing Rules”), were as follows:

Long positions in shares and underlying shares of the Company:
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Name of director owner interests Total share capital
EEEB NGB 81T
EREBA H = my N =S
Mr. Ha Chung Fong 2,986,000 282,014,044 285,000,044 35.89
EWNFEAE (note)
(Kt &t)
Mr. Lau Hong Yon 280,000 — 280,000 0.04
M RESTE
Ms. Yeh Yi Hao, Yvette 70,000 — 70,000 0.01
Skt
Note: K& -
Mr. Ha Chung Fong was deemed to be interested in 282,014,044 shares in the HAREMFTEEBEREKEMNENZ —EWIEET

Company in virtue of the set up of a discretionary trust, the Ha Trust, for the
benefit of his family and Centre Trustees (C.1.) Limited (“Centre Trustees”) is the

trustee of the Ha Trust.

Other than as disclosed above, none of the directors nor their associates
had any interests or short positions in any shares and underlying shares of
the Company or any of its associated corporations, which were recorded
in the register as required to be kept by the Company under Section 352
of the SFO or as otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code contained in the Listing Rules.
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Share Options

Particulars of the Company’s share option schemes are set out in note

23 to the financial statements.

The following table discloses movements in the share options of the

Company’s directors during the year:
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Number of share options

RIREHE

Outstanding Exercised Outstanding

Share at during at

option type 1.9.2003 the year 31.8.2004
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Name of director EEEE

Mr. Lau Hong Yon WEE&EEE 2002 280,000 (280,000) —

Mr. Pow Man Kue X ERE 2002 280,000 (280,000) —
(resigned on (R=—ZEZMF
1st September, 2004) NWA—HBEFE)

Details of the share option are as follows:

Share option type Date of grant Hold-up period

w0 IR 1 48 R BH EEH
2002 25.10.2002 25.10.2002-24.10.2003

Arrangements to Purchase Shares or Debt
Securities

Save as disclosed above, at no time during the year was the 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 debt securities, including debentures, of the Company or any other
body corporate and none of the directors nor any of their spouses or
children under the age of 18 had any rights to subscribe for the securities

of the Company, or had exercised any such rights during the year.
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Directors’ Interests in Contracts of
Significance and Connected Transactions

On 3rd May, 2004, seven subsidiaries of the Company, namely Fountain
Set Limited, Fountain Set Textiles (B.C.) Limited, Fountain Set
Worldwide Sdn. Bhd., Hiway Textiles Limited, K.L.W. Limited, Ocean
Lanka (Private) Limited and OceanStar Textiles International Limited (the
“Seven Subsidiaries”), entered into a Master Purchase Transactions
Agreement (“Purchase Agreement”) for a period until 31st August,
2006 with Fountain Set Textiles (Ontario) Limited (“Fountain Set
Ontario”) in which Mr. Kwan Wan Kee, the Vice President of Fountain
Set Ontario, and the Company continued to hold approximately 41%
and 51% of equity interest respectively. Pursuant to the Purchase
Agreement, Fountain Set Ontario would purchase fabrics, yarns and
garments (“Products”) from the Seven Subsidiaries on an order-by-
order basis with the aggregate annual amounts not exceed
HK$34,000,000, HK$42,000,000 and HK$53,000,000 for each of the
three financial years ended 31st August, 2006 respectively. During the
year, Fountain Set Ontario purchased the Products from the Seven

Subsidiaries of an aggregate amount of approximately HK$21,254,000.

On 3rd May, 2004, two subsidiaries of the Company, namely Dongguan
Fuan Textiles Limited and Jiangyin Fuhui Textiles Limited (the “Two
Subsidiaries”), entered into a Master Subcontracting Transactions
Agreement (”Subcontracting Agreement”) for a period until 31st
August, 2006 with Dongguan Goldlink Thread Factory Co. Ltd.
("Dongguan Goldlink”) in which Mr. Chow Pong Sing, a director of
Dongguan Goldlink, and the Company continued to hold
approximately 40% and 60% of equity interest respectively. Pursuant to
the Subcontracting Agreement, the Two Subsidiaries would provide
subcontracting services of dyeing to Dongguan Goldlink on an order-
by-order basis with the aggregate annual amounts not exceed
HK$9,000,000, HK$12,000,000 and HK$15,000,000 for each of the
three financial years ended 31st August, 2006 respectively. During the
year, the Two Subsidiaries provided subcontracting service to Dongguan

Goldlink of an aggregate amount of approximately HK$7,716,000.

\
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On 3rd May, 2004, eleven subsidiaries of the Company, namely Dong
Guan Hai Xing Apparel Co., Ltd., Dongguan Fuan Textiles Limited,
Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd., Faun
Industries Limited, Fountain Set Limited, Fountain Set Textiles (B.C.)
Limited, Highscene Limited, Higon Enterprises Limited, Hiway Textiles
Limited, K.L.W. Limited, and Jiangyin Fuhui Textiles Limited (the “Eleven
Subsidiaries”), entered into a Master Sales Transactions Agreement
("Sales Agreement”) for a period until 31st August, 2006 with Goldlink
Thread Limited, Goldfolk Limited and Dongguan Goldlink (“Goldlink
Group”) in which Mr. Chow Pong Sing, a director of Goldlink Group,
and the Company continued to hold approximately 40% and 60% of
equity interest respectively. Pursuant to the Sales Agreement, Goldlink
Group would sell yarns and sewing threads to the Eleven Subsidiaries
on an order-by-order basis with the aggregate annual amounts not
exceed HK$5,000,000, HK$10,000,000 and HK$15,000,000 for each
of the three financial years ended 31st August, 2006 respectively.
During the year, Goldlink Group sold yarns and sewing threads to the
Eleven Subsidiaries of an aggregate amount of approximately

HK$3,824,000.

The terms of the above transactions were considered by the Board of
Directors of the Company (including the independent non-executive
directors) as fair and reasonable and the above transactions had been

entered into on normal commercial terms.

Save as disclosed above, there were no other transactions which need
to be disclosed as connected transactions in accordance with the
requirements of the Listing Rules and no contracts of significance to
which the 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.
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Purchase, Sale and 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.

Substantial Shareholders’ and Other

Shareholders’ Interests

At 31st August, 2004, the register of substantial shareholders

maintained by the Company pursuant to Section 336 of the SFO shows

that other than the interests disclosed above in respect of certain

directors, the following shareholders had notified the Company of

relevant interests in the issued share capital of the Company.
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Long (short) positions in shares and underlying shares of the Company: RAAGIRMD REERDOEFE OXE) 1B
A
Approximate
% of
the issued
share capital
Name of substantial shareholder Number of shares Capacity HEE BT
FERRER Iz & B 55 B A b &
Centre Trustees 282,014,044 Trustee 35.52
(notes 1 and 3) XEA
(Hiat 1k 3)
Ms. Tang Kuen Mui 285,000,044 Spouse interest 35.89
B8k 2 & (notes 2 and 3) Aic 18 7 &
(Kiat2 & 3)
J.P. Morgan Chase & Co. 101,337,524 46,974,000 shares as investment 12.76
(notes 4 and 5) manager and 54,363,524 shares

Morgan Stanley

(ftat4 )% 5)

56,562,000
(7,798,000)
(note 6)
(Kiat 6)

Interest of corporation controlled by 7.12

Morgan Stanley AT 12 il B &

as approved lending agent
46,974,000 & B8 & 4238
54,363,524 IR Rz & fE ﬁ KA

Morgan Stanley

B #E

(0.98)
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Notes: Bt -
1. The following is a breakdown of the interests in shares of Centre Trustees: 1. T 5 ACentre TrusteesfTi A 2 B 1D #E 25 40
&
Total interest in shares Approximate
R EH % of
Controlling % of Direct Deemed the issued
Controlled corporation shareholder control interest interest share capital
EERE  NBERT
ZELE BRERRE Bl = HERER M & B AN b 2
Super Brilliance Company Centre Trustees (i) 100.00 280,082,044 — 35.28
Limited
Yee Chang Company Limited Koy Holdings 100.00 1,932,000 — 0.24
EZABRAE Corporations (i)
The Kam Kong Unit Trust Centre Trustees 99.99 — 1,932,000 0.24
(i) Centre Trustees is the trustee of the Ha Trust, a discretionary trust (i) Centre Trustees Zthe Ha TrustZ & 7L
set up by Mr. Ha Chung Fong for the benefit of his family. A ' the Ha Trust BE MM FE £ BA XK
B 28 T B 37 B — B B 18 15 7F ©
(if) Koy Holdings Corporations is the trustee of The Kam Kong Unit (i) Koy Holdings Corporations#&The Kam
Trust. Kong Unit TrustZ Z&EA °

2. Ms. Tang Kuen Mui, spouse of Mr. Ha Chung Fong, was deemed to be 2. BBRHEZLTABNMFEECZERB EmMHEE

interested in the shares. ERBZERMDER -
3. The interests of Mr. Ha Chung Fong, Centre Trustees and Ms. Tang Kuen 3.  EMFIELE - Centre Trustees & B 15 ik 22 &
Mui were duplicated. ZiEmEEEN
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The following is a breakdown of the interests in shares of J.P. Morgan 4. T3 A&J.P. Morgan Chase & Co.fT#5H 2 &
Chase & Co.: = MES -
Total interest in shares Approximate
ROEEEH % of
Controlling % of Direct Deemed the issued
Controlled corporation shareholder control interest interest share capital
EfFE  RNEERS
TEEE EERR BHtE HEEH i A=
JF Asset Management JF Funds Limited 99.90 7,500,000 — 0.94
(Taiwan) Limited
JF Funds Limited JF Asset Management 100.00 — 7,500,000 0.94
Limited
JF Asset Management J.P. Morgan Fleming Asset 99.99 39,064,000 7,500,000 5.86
Limited Management (Asia) Inc.
J.P. Morgan Fleming Asset J.P. Morgan Fleming Asset 100.00 — 46,974,000 5.92
Management (Asia) Inc. Management Holdings Inc.
J.P. Morgan Fleming Asset J.P. Morgan Chase & Co. 100.00 — 46,974,000 5.92
Management Holdings Inc.
JPMorgan Chase Bank J.P. Morgan Chase & Co. 100.00 54,363,524 — 6.85
JF International J.P. Morgan Fleming Asset 100.00 410,000 — 0.05
Management Inc. Management (Asia) Inc.
The 101,337,524 shares included a lending pool of 54,363,524 shares. 5. 7 101,337,524 N B #E54,363,524% 7] £

fa AR ©
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6.  The following is a breakdown of the interests in shares of Morgan Stanley: N3l &Morgan StanleyFT# B 2 B {7 #E 25 40
5
Total interest in shares Approximate
ROEEEY % of
Controlling % of Direct Deemed the issued
Controlled corporation shareholder control interest interest  share capital
B EfERE  NEERS
TEEE EERR BHtbE HERER i R b %
Morgan Stanley Capital Morgan Stanley 100.00 — 51,727,200 6.52
Management, L.L.C. — (2,963,200) (0.38)
Morgan Stanley Domestic Morgan Stanley Capital 100.00 — 51,727,200 6.52
Capital, Inc. Management, L.L.C. — (2,963,200) (0.38)
Morgan Stanley International Morgan Stanley 90.00 — 51,727,200 6.52
Incorporated — (2,963,200) (0.38)
Morgan Stanley International Morgan Stanley 80.00 — 47,698,000 6.01
Holdings Inc.
Morgan Stanley Asia Pacific Morgan Stanley International 90.00 — 47,698,000 6.01
(Holdings) Limited Holdings Inc.
Morgan Stanley Asia Regional Morgan Stanley Asia Pacific 100.00 — 47,698,000 6.01
(Holdings) Il L.L.C. (Holdings) Limited
Morgan Stanley Dean Witter Morgan Stanley Asia Regional 100.00 — 47,698,000 6.01
(Singapore) Holdings Pte. Ltd. (Holdings) Il L.L.C.
Morgan Stanley Investment Morgan Stanley Dean Witter 100.00 47,698,000 — 6.01
Management Company (Singapore) Holdings Pte. Ltd.
Morgan Stanley International Morgan Stanley International 100.00 — 4,029,200 0.51
Limited Incorporated — (2,963,200) (0.38)
Morgan Stanley Group Morgan Stanley International 98.30 — 4,029,200 0.51
(Europe) Limited — (2,963,200) (0.38)
Morgan Stanley UK Group Morgan Stanley Group 100.00 — 4,029,200 0.51
(Europe) — (2,963,200) (0.38)
Morgan Stanley & Co Morgan Stanley UK Group 100.00 4,029,200 — 0.51
International Limited (2,963,200) — (0.38)
Morgan Stanley & Co. Morgan Stanley 100.00 1,147,180 — 0.14
Incorporated (1,147,180) — (0.14)
MSDW Offshore Equity Morgan Stanley 100.00 — 3,687,620 0.46
Services Inc. — (3,687,620) (0.46)
MSDW Equity Finance MSDW Offshore Equity 100.00 3,687,620 — 0.46
Services | (Cayman) Limited Services Inc. (3,687,620) — (0.46)
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Other than as disclosed above, the Company has not been notified of
any other relevant interests or short position in the issued share capital

of the Company as at 31st August, 2004.

Major Customers and Suppliers

The aggregate turnover attributable to the Group’s five largest

customers was less than 30% of the total turnover for the year.

The aggregate purchases attributable to the Group’s largest supplier
and five largest suppliers taken together accounted for 12% and 31%

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 suppliers.

Donations

During the year, the Group made charitable and other donations

totalling approximately HK$380,000.

Corporate Governance

The Company has complied throughout the year ended 31st August,
2004 with the Code of Best Practice as set out in Appendix 14 of the
Listing Rules.

Auditors

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

the Company.
On behalf of the Board

Ha Chung Fong

Director

Hong Kong
16th December, 2004
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