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Report of the Directors

The directors present their report and the audited financial statements of the Company and of the Group for the year
ended 31 March 2006.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. Details of the principal activities of the subsidiaries of the
Company are set out in note 18 to the financial statements. There were no significant changes in the nature of the
Group’s principal activities during the year.

RESULTS AND DIVIDENDS
The profit of the Group for the year ended 31 March 2006 and the state of affairs of the Company and of the Group
at that date are set out in the financial statements on pages 53 to 114.

An interim dividend of HK6 cents per ordinary share was paid on 19 December 2005. The directors recommend the
payment of a final dividend of HK6 cents per ordinary share in respect of the year, to shareholders on the register of
members on 17 August 2006. This recommendation has been incorporated in the financial statements as an
allocation of retained profits within the equity section of the balance sheet.

USE OF PROCEEDS FROM THE ISSUE OF NEW SHARES AND A CONVERTIBLE
NOTE OF THE COMPANY
The proceeds from the issue of new shares and a convertible note by the Company in April 2004, after deduction of
related expenses, amounted to approximately HK$343 million. As at 31 March 2006, the Group had utilised
approximately HK$243 million, which was in line with the proposed applications set out in the circular of the
Company dated 24 March 2004 (the “Circular”), as follows:

HK$’million

Acquisition of an additional factory building in Shantou, the People’s Republic of China 50
Acquisition of new machinery and fixtures and fittings 40
General working capital 153

243

The remaining net proceeds of approximately HK$100 million at 31 March 2006 were placed on short-term interest-
bearing deposits with a bank in Hong Kong. The directors intend to use the net proceeds in the manner as disclosed
in the Circular.
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SUMMARY FINANCIAL INFORMATION
The following is a summary of the published results and assets and liabilities of the Group for the last five financial
years prepared on the basis set out in the notes below.

Results

Year ended 31 March
2006 2005 2004 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Restated) (Restated) (Restated)

Revenue 519,310 451,446 325,411 242,330 218,704

Profit before tax 92,081 104,103 35,922 34,403 31,630

Tax (14,670) (9,200) (3,511) (3,444) (3,502)

Profit for the year 77,411 94,903 32,411 30,959 28,128

Assets and liabilities

As at 31 March
2006 2005 2004 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Restated) (Restated) (Restated)

Non-current assets 267,244 130,618 51,395 45,015 14,600

Current assets 311,805 420,808 118,535 48,212 42,094
Current liabilities (46,909) (53,226) (77,136) (47,333) (33,685)

Net current assets 264,896 367,582 41,399 879 8,409

Non-current liabilities (1,802) (898) (6,460) (7,774) (910)

530,338 497,302 86,334 38,120 22,099

Notes:

(i) The summary of the consolidated results of the Group for each of two years ended 31 March 2003 and of the assets and
liabilities of the Group as at 31 March 2002 and 2003, which were extracted from the Company’s listing prospectus dated 12
August 2003, has been prepared as if the current structure of the Group had been in existence throughout both years.

(ii) The summary of the consolidated results of the Group for the year ended 31 March 2004 and of the assets and liabilities of
the Group as at 31 March 2004, which were extracted from the Company’s annual report dated 23 July 2004, has been
prepared as if the current structure of the Group had been in existence throughout that year.

(iii) The consolidated results of the Group for each of the two years ended 31 March 2006 and the consolidated assets and
liabilities of the Group as at 31 March 2005 and 2006 are those set out on pages 53 to 54 of the annual report.

The amounts for each year in the summary financial information have been adjusted for the effects of the
retrospective changes in accounting policies, as detailed in note 2.2 to the financial statements.
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PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group during the year are set out in note 14 to the
financial statements.

SHARE CAPITAL
There were no movements in either the Company’s authorised or issued share capital during the year.

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, REDEMPTION OR SALE OF LISTED SECURITIES OF THE
COMPANY
Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company’s listed securities
during the year.

RESERVES
Details of movements in the reserves of the Company and of the Group during the year are set out in note 27 to the
financial statements and in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES
At 31 March 2006, the Company’s reserves available for distribution, calculated in accordance with the provisions of
the Companies Law of the Cayman Islands, amounted to HK$432,576,000, of which HK$25,620,000 has been
proposed as a final dividend for the year. The amount of HK$432,576,000 includes the Company’s share premium
account and capital reserve of HK$403,020,000 in aggregate at 31 March 2006, which may be distributed provided
that immediately following the date on which a dividend is proposed to be distributed, the Company will be in a
position to pay off its debts as and when they fall due in the ordinary course of business.

MAJOR CUSTOMERS AND SUPPLIERS
In the year under review, sales to the Group’s five largest customers accounted for approximately 94.5% of the
Group’s total sales for the year and sales to the largest customer included therein accounted for approximately
71.9%.

Purchases from the Group’s five largest suppliers accounted for approximately 52.5% of the Group’s total purchases
for the year and purchases from the largest supplier included therein accounted for approximately 20.4%.

None of the directors of the Company or any of their associates or any shareholders (which, to the best knowledge of
the directors, own more than 5% of the Company’s issued share capital) had any beneficial interest in the Group’s five
largest customers or suppliers.
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DIRECTORS
The directors of the Company during the year were:

Executive directors:
Mr. Chung Yuk Sing
Mr. Chung Tung Sau
Mr. Kuo Tai Yu
Ms. Tsang Sau Fan
Mr. Ku Yu Sun, Edward
Mr. Tsai Nai Kun (appointed on 14 October 2005)
Mr. Lin Pin Huang, Otto (appointed on 14 October 2005)
Mr. Chen Zhen Hao (appointed on 14 October 2005)
Ms. Tsang Yuk Ni (resigned on 14 October 2005)

Non-executive director:
Mr. Ong Chor Wei (resigned on 14 October 2005)

Independent non-executive directors:
Mr. Chan Cheuk Ho
Mr. Li Chi Chung
Mr. Cheng Yung Hui, Tony

In accordance with article 86(3) of the Company’s articles of association, Mr. Tsai Nai Kun, Mr. Lin Pin Huang, Otto
and Mr. Chen Zhen Hao will hold office until the forthcoming annual general meeting of the Company and, being
eligible, will offer themselves for re-election at the forthcoming annual general meeting.

In accordance with article 87 of the Company’s articles of association, Ms. Tsang Sau Fan and Mr. Chan Cheuk Ho will
retire by rotation and, being eligible, will offer themselves for re-election at the forthcoming annual general meeting.

The Company has received annual confirmations of independence from Mr. Chan Cheuk Ho, Mr. Li Chi Chung and
Mr. Cheng Yung Hui, Tony, and as at the date of this report still considers them to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
Biographical details of the directors of the Company and senior management of the Group are set out on pages 12 to
13 of the annual report.

DIRECTORS’ SERVICE CONTRACTS
Other than Ms. Tsang Sau Fan who has entered into a service contract with a subsidiary of the Company, Eagle Nice
Development Limited (“Eagle Nice Development”), the principal terms of which are set out in the circular to the
shareholders of the Company accompanying the annual report, no director proposed for re-election at the
forthcoming annual general meeting of the Company has a service contract with the Company or any of its
subsidiaries, which is not determinable by the employing Company within one year without payment of
compensation, other than statutory compensation.

The non-executive directors (including the independent non-executive directors) have no fixed terms of office, but are
subject to the provisions governing the retirement and the rotation of directors in the articles of association of the
Company.
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DIRECTORS’ REMUNERATION
The directors’ fees are subject to shareholders’ approval at general meetings. Other emoluments are determined by
the Company’s board of directors with reference to directors’ duties, responsibilities and performance and the results
of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS
No director had a significant beneficial interest, either directly or indirectly, in any contract of significance to the
business of the Group to which the Company or any of its subsidiaries was a party during the year.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES
As at 31 March 2006, the interests and short positions of the directors and chief executive in the share capital,
underlying shares and debentures of the Company or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”)), which have been notified
to the Company pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which any
such directors or chief executive was taken or deemed to have under such provisions of the SFO) or as recorded in the
register required to be kept under 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 Issuers (the “Model Code”), were as follows:

(i) The Company
Percentage

Capacity/ of the issued
Nature Number of shares held share capital of

Name of director of interest Long position Short position the Company

Chung Yuk Sing Interest of a controlled 123,000,000 – 28.81
corporation/ (Note)

Corporate

Kuo Tai Yu Beneficial owner/ 1,680,000 – 0.39
Personal

Tsang Sau Fan Beneficial owner/ 1,500,000 – 0.35
Personal

Lin Pin Huang, Otto Beneficial owner/ 1,043,000 – 0.24
Personal

Tsai Nai Kun Beneficial owner/ 777,000 – 0.18
Personal

Note: These shares are held by Time Easy Investment Holdings Limited (“Time Easy”). The entire issued share capital of Time
Easy is held by Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni, the spouse of Mr. Chung Yuk Sing, in the proportion of 90%
and 10% respectively.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES (continued)
(ii) Associated corporations

Percentage
of the

issued share
capital of the

Name of Capacity/ Number and class of shares in same class of
associated Nature associated corporations held the associated

Name of director corporation of interest Long position Short position corporation

Chung Yuk Sing Eagle Nice Beneficial 9,000 non-voting 9,000 non-voting 90
Development owner/ deferred deferred

Personal  (Note 1)

Far East (International) Beneficial 9,000 non-voting 9,000 non-voting 90
Garment Limited owner/ deferred deferred
(“Far East”) Personal  (Note 2)

Tsang Yuk Ni Eagle Nice Development Beneficial 1,000 non-voting 1,000 non-voting 10
owner/ deferred deferred

Personal (Note 1)

Far East Beneficial 1,000 non-voting 1,000 non-voting 10
owner/ deferred deferred

Personal (Note 2)

Notes:

1. Pursuant to an option agreement dated 28 March 2002, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni granted an
option to Jespar Age Limited (“Jespar”), a wholly-owned subsidiary of the Company, whereby Jespar has the right to
purchase all of his/her non-voting deferred shares in Eagle Nice Development upon the terms therein provided.
Accordingly, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni is taken to have a short position in his/her non-voting
deferred shares in Eagle Nice Development under the SFO.

2. Pursuant to an option agreement dated 28 March 2002, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni granted an
option to Jespar whereby Jespar has the right to purchase all of his/her non-voting deferred shares in Far East upon the
terms therein provided. Accordingly, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni is taken to have a short position
in his/her non-voting deferred shares in Far East under the SFO.

Save as disclosed above, as at 31 March 2006, none of the directors or chief executive had registered an interest or
short position in the shares, underlying shares or debentures of the Company or any of its associated corporations
that was required to be recorded 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
At no time during the year were rights to acquire benefits by means of the acquisition of shares in or debentures of
the Company granted to any directors or their respective spouse or minor children, or were any such rights exercised
by them; or was the Company or any of its subsidiaries a party to any arrangement to enable the directors to acquire
such rights in any other body corporate.

SHARE OPTION SCHEME
On 6 August 2003, the Company has conditionally adopted a share option scheme whereby eligible participants of
the share option scheme, including any employee (whether full-time or part-time) and any director of the Company
and/or any of its subsidiaries whom the Company’s board of directors (the “Board”) may think fit with reference to
their respective contributions to the Group, may be granted options which entitle them to subscribe for the shares of
the Company. Details of the share option scheme are set out in note 26 to the financial statements.

As at 31 March 2006, no share options have been granted under the share option scheme.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES
As at 31 March 2006, the interests and short positions of the following persons, other than directors and chief
executive of the Company, in the shares and underlying shares of the Company which have been disclosed to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO and which have been recorded in the register kept by
the Company pursuant to Section 336 of the SFO:

Percentage of
Capacity/ Number of the Company’s
Nature of ordinary shares held issued share

Name interest Long position Short position capital

Time Easy Beneficially owner/ 123,000,000 – 28.81
Personal  (Note 1)

Pou Chen Corporation Interest of a controlled 192,000,000 – 44.96
(“PCC”) corporation/ (Note 2)

Corporate

Wealthplus Holdings Limited Interest of a controlled 192,000,000 – 44.96
(“Wealthplus”) corporation/ (Note 2)

Corporate

Yue Yuen Industrial (Holdings) Interest of a controlled 192,000,000 – 44.96
Limited (“Yue Yuen”)  corporation/  (Note 2)

Corporate

Pou Hing Industrial Co. Ltd. Interest of a controlled 192,000,000 – 44.96
(“Pou Hing”) corporation/  (Note 2)

Corporate

Great Pacific Investments Limited Beneficial owner/ 192,000,000 – 44.96
(“Great Pacific”) Personal (Note 2)

Notes:

1. The entire issued share capital of Time Easy is held by Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni in the proportion of 90% and
10%, respectively.

2. PCC owns the entire interest in Wealthplus, which in turn owns an interest of approximately 47.4% in Yue Yuen. Yue Yuen
owns the entire interest in Pou Hing, which in turn owns the entire interest in Great Pacific.

Save as disclosed above, as at 31 March 2006, no person, other than the directors and chief executive of the
Company, whose interests are set out in the section headed “Directors’ and chief executive’s interests and short
positions in shares, underlying shares and debentures” above, had registered an interest or short position in the shares
or underlying shares of the Company that was required to be recorded pursuant to Section 336 of the SFO.

SUFFICIENCY OF PUBLIC FLOAT
Based on the information that is publicly available to the Company and within the knowledge of the directors, at least
25% of the Company’s total issued share capital was held by the public as at the date of this report.

DIRECTOR’S INTEREST IN A COMPETING BUSINESS
Interest of the director of the Company in a competing business required to be disclosed pursuant to Rule 8.10 of the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) is as follows:

Nature of
Name of director Name of company competing business Nature of interest

Mr. Ku Yu Sun, Edward Yuen Thai Industrial Garment manufacturing As a director
(“Mr. Ku”) Company Limited

(“Yuen Thai”) (Note)
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DIRECTOR’S INTEREST IN A COMPETING BUSINESS (continued)
Note: Yuen Thai is a company incorporated in Hong Kong on 24 September 2003 and is held as to 50% by Yue Yuen and its

subsidiaries (the “Yue Yuen Group”) and 50% by a subsidiary of Luen Thai Holdings Limited, a company listed on the Stock
Exchange since 2004. Mr. Ku has been nominated by the Yue Yuen Group to represent its interest on the board of directors of
Yuen Thai.

Having considered (i) the nature, geographical market, scope and size of Yuen Thai as compared to those of the
Group; and (ii) the nature and extent of Mr. Ku’s interest in Yuen Thai, the directors of the Company believe that there
is unlikely to be any significant competition caused to the business of the Group.

Save as disclosed above, none of the directors of the Company or their respective associates was interested in, apart
from the Group’s businesses, any business which competes or is likely to compete, either directly or indirectly, with the
businesses of the Group.

CORPORATE GOVERNANCE
In the opinion of the directors, the Company has complied with the Code on Corporate Governance Practices (the
“Code”) as set out in Appendix 14 of the Listing Rules throughout the accounting period covered by the annual
report, except for certain deviations. For further information on the Company’s corporate governance practices and
details of deviations, please refer to the Corporate Governance Report on pages 22 to 24.

MODEL CODE FOR SECURITIES TRANSACTIONS
The Company has adopted the Model Code as the Company’s code of conduct for dealings in securities of the
Company by the directors. Based on specific enquiry of the Company’s directors, the directors confirmed that they
have complied with the required standard set out in the Model Code, throughout the accounting period covered by
the annual report.

AUDIT COMMITTEE
The Company has an audit committee which was established on 6 August 2003 and in compliance with Rule 3.21 of
the Listing Rules for the purpose of reviewing and providing supervision over the Group’s financial reporting process
and internal controls. The audit committee comprises the three independent non-executive directors of the Company.

AUDITORS
Ernst & Young retire and a resolution of their reappointment as auditors of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Chung Yuk Sing
Chairman

Hong Kong
18 July 2006


