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The Company is a limited liability company incorporated in the
Cayman Islands. The principal place of business of the Company is
located at Units 0902-0903 and 0905-0906, 9/F, Tower B, Regent
Centre, 70 Ta Chuen Ping Street, Kwai Chung, New Territories,
Hong Kong.

The Group's principal activities are the manufacture and trading of
sportswear and garments.

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs"”) (which also
include Hong Kong Accounting Standards (“HKASs"”) and
Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost
convention, except for certain buildings and available-for-sale
investments, which have been measured at fair value. These
financial statements are presented in Hong Kong dollars (“HK$")
and all values are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year ended
31 March 2006. The results of subsidiaries are consolidated from
the date of acquisition, being the date on which the Group obtains
control, and continue to be consolidated until the date that such
control ceases. All significant intercompany transactions and
balances within the Group are eliminated on consolidation.
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The following new and revised HKFRSs affect the Group and are
adopted for the first time for the current year’s financial statements:

HKAS 1
HKAS 2
HKAS 7
HKAS 8

HKAS 10

HKAS 12
HKAS 14
HKAS 16
HKAS 17
HKAS 18
HKAS 19
HKAS 21

HKAS 24
HKAS 27

HKAS 32

HKAS 33

HKAS 36

HKAS 37

HKAS 39

HKAS 39

(Amendment)

HKFRS 2
HK-Int 4

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in
Accounting Estimates and Errors

Events after the Balance Sheet Date

Income Taxes

Segment Reporting

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign
Exchange Rates

Related Party Disclosures

Consolidated and Separate
Financial Statements

Financial Instruments: Disclosure
and Presentation

Earnings per Share

Impairment of Assets

Provisions, Contingent Liabilities and
Contingent Assets

Financial Instruments: Recognition
and Measurement

Transition and Initial Recognition of Financial
Assets and Financial Liabilities

Share-based Payment

Leases — Determination of the Length of
Lease Term in respect of Hong Kong
Land Leases

Except for those discussed below, the adoption of other HKFRSs
above has had no material impact on the accounting policies of
the Group and the Company and the methods of computation in
the Group’s and the Company’s financial statements.
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The impact of adopting the other HKFRSs is summarised as follows:

(a)

(b)

HKAS 17 and HK-Int 4 - Leases

In prior years, leasehold land and buildings held for own use
were stated at valuation, less accumulated depreciation and
any impairment losses.

Upon the adoption of HKAS 17 and HK-Int 4, the Group’s
leasehold interest in land and buildings is separated into
leasehold land and leasehold buildings. The Group’s leasehold
land is classified as an operating lease, because the title of
the land is not expected to pass to the Group by the end of
the lease term, and is reclassified from property, plant and
equipment to prepaid land lease payments, while leasehold
buildings continue to be classified as part of property, plant
and equipment. Prepaid land premiums for land lease
payments under operating leases are initially stated at cost
and subsequently amortised on the straight-line basis over
the lease term. Accordingly, the Group has restated the
comparative amounts to reflect the reclassification
retrospectively for the earliest period presented in the financial
statements. The effects of the above changes are summarised
in note 2.4 to the financial statements.

HKAS 32 and HKAS 39 - Financial Instruments

In prior years, the Group classified its investments in unlisted
investment funds intended to be held on a long term basis as
long term investments, which were held for non-trading
purposes and were stated at their estimated fair values, on
an individual basis, with gains and losses recognised as
movements in the asset revaluation reserve. Upon the
adoption of HKAS 39, these financial instruments held by the
Group at 1 April 2005 in the amount of HK$4,527,000 are
designated as available-for-sale investments under the
transitional provisions of HKAS 39 and accordingly are stated
at fair value with gains or losses being recognised as a separate
component of equity until subsequent derecognition or
impairment.
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(b) HKAS 32 and HKAS 39 - Financial Instruments (continued)

The adoption of HKAS 39 has not resulted in any change in
the measurement of these financial instruments. The effects
of the above change are summarised in note 2.4 to the
financial statements.

The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial
statements. Unless otherwise stated, these HKFRSs are effective
for annual periods beginning on or after 1 April 2006:

HKAS 1 Amendment Capital Disclosures

HKAS 21 Amendment  The Effects of Changes in Foreign
Exchange Rates

HKAS 39 Amendment  The Fair Value Option

HKFRS 7 Financial Instruments: Disclosures

HK(IFRIC)-Int 4 Determining whether an Arrangement
contains a Lease

The HKAS 1 Amendment shall be applied for annual periods
beginning on or after 1 April 2007. The revised standard will affect
the disclosures about qualitative information about the Group’s
objective, policies and processes for managing capital; quantitative
data about what the Company regards as capital; and compliance
with any capital requirements and the consequences of any non-
compliance.

HKFRS 7 requires disclosures relating to financial instruments and
incorporates many of the disclosure requirements of HKAS 32. This
HKFRS shall be applied for annual periods beginning on or after
1 April 2007.

Except as stated above, the Group expects that the adoption of
the other pronouncements listed above will not have any significant
impact on the Group’s financial statements in the period of initial
application.
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(a) Effect on the consolidated balance sheet (a) BHREEEEERZEE

Effect of adopting

KASHERZEE
HKAS 327
HKAS 17¢  Change in
Prepaid classification
land lease of equity
payments investments
EEEEL BESHEA
Effect of new policies E175R%¢ $F325%"
(Increase/(decrease)) AT Lt BEXRBRE Total
FBRzEE HENE PEEE st
(B, R2)) HK$°000 HK$'000 HK$'000
FET FET FET
At 1 April 2005 R=ZEZ2RFMA—H
Assets BE
Property, plant and equipment L ER N ] (36,519) - (36,519)
Prepaid land lease payments T b &R 29,868 = 29,868
Current portion of prepaid land FTARTERFRIE 128 Rk
lease payments included H e IR 2 FAAS
in prepayments, deposits and TS RIE
other receivables BNHAER 2> 1,117 - 1,117
Available-for-sale investments AMEHERE - 4,527 4,527
Long term investments RERE - (4,527) (4,527)
(5,534)
Liabilities/equity a8 EX
Deferred tax liabilities RETIBEEE (568) - (568)
Asset revaluation reserve BEEMHR (6,261) - (6,261)
Retained profits REB AT 1,295 - 1,295
(5,534)

#  Adjustments/presentation taken effect retrospectively *ORE 25 HRE B HER
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(a) Effect on the consolidated balance sheet (continued) (a) HIREEEEEBERZFE (B

Effect of adopting
RASHBRZEE
HKAS 32#
HKAS 17#  Change in
Prepaid classification
land lease of equity
payments investments

BREER BFESIER

Effect of new policies E175R 325k
(Increase/(decrease)) AT Lt BEXRBRE Total
FBERzEE HEMA PEEE et
(1B, CE2)) HK$°000 HK$'000 HK$°000
FET FET FAET
At 31 March 2006 R=BEARF=A=+-—H
Assets BE
Property, plant and equipment L ER N ] (64,782) - (64,782)
Prepaid land lease payments T b & R 58,093 - 58,093
Current portion of prepaid land FTATERRIE 'E R
lease payments included in H e IROR 2 FAAS
prepayments, deposits and TSR
other receivables BERER &> 1,491 - 1,491
(5,198)
Liabilities/equity & EX
Deferred tax liabilities EEFIE A E (641) - (641)
Asset revaluation reserve BEEGHREE (5,981) - (5,981)
Retained profits TRER & A 1,424 = 1,424
(5,198)

# Adjustments/presentation taken effect retrospectively tORE 25 HRE LB HER
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(b) Effect on the balances of equity at 1 April 2004 and at 1

(9]

April 2005

1 April 2004

Effect of new policy
(Increase/(decrease))

Ho_ZBRNFNA-HAR_ZFZHFNA
—BEXRERTE

—EENFNA—H
Effect of adopting

HKAS 17 Prepaid
land lease payments

FREzTE RaE S e ERE175
(#hn, B ) ANTEERE e
HK$°000

FAET

Asset revaluation reserve BEEARE (4,481)
Retained profits B 453
(4,028)

Effect on balances of equity of the Group at 1 April 2005 is
set out in the “Liabilities/equity” section under note 2.4(a)

above.

Effect on the consolidated income statement for the

years ended 31 March 2006 and 2005

HASE _ZThFNA - BERERZTZEN
R EtHiEE2.4a) [REEAR] -

HBE-ZEAFR-ZZTAF=A=T
—BLEFEFERBERHE

Effect of adopting
HKAS 17 Prepaid
land lease payments

HREBETHERE175
Bt EEREFE
HK$'000
FET

Year ended 31 March 2006 BE-—EZEXRF=A=+—HLFE
Decrease in cost of sales SHER AR 19
Decrease in administrative expenses TERE R 110
Total increase in profit i AIE hn4EEE 129
HK cent
=21l
Increase in basic earnings per share FRREARZFIE M 0.03
Increase in diluted earnings per share AR AN hn N/A RiEH
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(c) Effect on the consolidated income statement for the
years ended 31 March 2006 and 2005 (continued)

(3]

HEBZ_ZR FER-_EZRF=A=T
—RLEFEGERSERZPE (B

Effect of adopting
HKAS 17 Prepaid
land lease payments

RABEEEHERE175
BEALEEREZEE
HK$'000
F#E

Year ended 31 March 2005 BE_ZZTRF=A=1+—HLEE
Decrease in cost of sales HERARD 400
Decrease in administrative expenses TRERRD 108
Decrease in other operating expenses Hipe & BRARBD 334
Total increase in profit s A hn4eEE 842
HK cent
gl
Increase in basic earnings per share FRREARZFIE M 0.25
Increase in diluted earnings per share TR RRIE N 0.20

Subsidiaries

A subsidiary is an entity whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits

from its activities.

The results of subsidiaries are included in the Company’s income

statement to the extent of dividends received and receivable. The
Company'’s interests in subsidiaries are stated at cost less any

impairment losses.
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Impairment of assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
deferred tax assets and financial assets), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is calculated
as the higher of the asset’s or cash-generating unit’s value in use
and its fair value less costs to sell, and is determined for an individual
asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets,
in which case, the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to the income statement
in the period in which it arises, unless the asset is carried at a
revalued amount, in which case the impairment loss is accounted
for in accordance with the relevant accounting policy for that
revalued asset.

An assessment is made at each reporting date as to whether there
is any indication that previously recognised impairment losses may
no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognised
impairment loss of an asset other than goodwill is reversed only if
there has been a change in the estimates used to determine the
recoverable amount of that asset, however not to an amount higher
than the carrying amount that would have been determined (net
of any depreciation/amortisation), had no impairment loss been
recognised for the asset in prior years. A reversal of such impairment
loss is credited to the income statement in the period in which it
arises, unless the asset is carried at a revalued amount, in which
case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued
asset.
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Related parties
A party is considered to be related to the Group if:

(@) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (i) has an interest in the
Group that gives it significant influence over the Group; or
(iii) has joint control over the Group;

(b) the party is an associate;
() the party is a jointly-controlled entity;

(d) the party is a member of the key management personnel of
the Group;

(e) the party is a close member of the family of any individual
referred to in (a) or (d);

(f)  the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting
power in such entity resides with, directly or indirectly, any
individual referred to in (d) or (e); or

(9) the party is a post-employment benefit plan for the benefit
of the employees of the Group, or of any entity that is a
related party of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress,
are stated at cost or valuation less accumulated depreciation and
any impairment losses. The cost of an item of property, plant and
equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location
for its intended use. Expenditure incurred after items of property,
plant and equipment have been put into operation, such as repairs
and maintenance, is normally charged to the income statement in
the period in which it is incurred. In situations where it can be
clearly demonstrated that the expenditure has resulted in an
increase in the future economic benefits expected to be obtained
from the use of an item of property, plant and equipment, and
where the cost of the item can be measured reliably, the expenditure
is capitalised as an additional cost of that asset or as a replacement.
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Property, plant and equipment and depreciation (continued)
Valuations are performed frequently enough to ensure that the
fair value of a revalued asset does not differ materially from its
carrying amount. Changes in the values of property, plant and
equipment are dealt with as movements in the asset revaluation
reserve. If the total of this reserve is insufficient to cover a deficit,
on an individual asset basis, the excess of the deficit is charged to
the income statement. Any subsequent revaluation surplus is
credited to the income statement to the extent of the deficit
previously charged. On disposal of a revalued asset, the relevant
portion of the asset revaluation reserve realised in respect of previous
valuations is transferred to retained profits as a movement in
reserves.

Depreciation is calculated on the straight-line basis to write off the
cost or valuation of each item of property, plant and equipment to
its residual value over its estimated useful life. The principal annual
rates used for this purpose are as follows:

2% to 15%

Over the lease terms or 20%,
whichever is shorter

10% to 20%

20%

Buildings
Leasehold improvements

Plant and machinery
Furniture, fixtures, equipment
and motor vehicles

Where parts of an item of property, plant and equipment have
different useful lives, the cost or valuation of that item is allocated
on a reasonable basis among the parts and each part is depreciated
separately.

Residual values, useful lives and depreciation method are reviewed,
and adjusted if appropriate, at each balance sheet date.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected from
its use or disposal. Any gain or loss on disposal or retirement
recognised in the income statement in the year the asset is
derecognised is the difference between the net sales proceeds and
the carrying amount of the relevant asset.
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Property, plant and equipment and depreciation (continued)
Construction in progress represents leasehold improvements and
renovation works in progress, which is stated at cost less any
impairment losses, and is not depreciated. Cost comprises the direct
costs of construction during the period of construction.
Construction in progress is reclassified to the appropriate category
of property, plant and equipment when completed and ready for
use.

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance lease,
the cost of the leased asset is capitalised at the present value of
the minimum lease payments and recorded together with the
obligation, excluding the interest element, to reflect the purchase
and financing. Assets held under capitalised finance leases are
included in property, plant and equipment, and depreciated over
the shorter of the lease terms and the estimated useful lives of the
assets. The finance costs of such leases are charged to the income
statement so as to provide a constant periodic rate of charge over
the lease terms.

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets, and
rentals receivable under the operating leases are credited to the
income statement on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under the operating
leases are charged to the income statement on the straight-line
basis over the lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms.
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Investments and other financial assets

Applicable to the year ended 31 March 2005:

The Group classified its equity investments, other than subsidiaries,
as long term investments.

Long term investments

Long term investments are non-trading investments in unlisted
investment funds intended to be held on a long term basis, and
are stated at their estimated fair values, on an individual basis. The
fair values of such unlisted investment funds are determined by
reference to the individual market prices of the underlying securities
held by the funds.

The gains or losses arising from changes in the fair value of an
investment are dealt with as movements in the asset revaluation
reserve, until the investment is sold, collected, or otherwise disposed
of, or until the investment is determined to be impaired, when the
cumulative gain or loss derived from the investment recognised in
the asset revaluation reserve, together with the amount of any
further impairment, is charged to the income statement in the
period in which the impairment arises.

Applicable to the year ended 31 March 2006:

Financial assets in the scope of HKAS 39 are classified as either
financial assets at fair value through profit or loss, loans and
receivables, and available-for-sale financial assets, as appropriate.
When financial assets are recognised initially, they are measured
at fair value, plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs. The Group
determines the classification of its financial assets after initial
recognition and, where allowed and appropriate, re-evaluates this
designation at the balance sheet date.

All regular way purchases and sales of financial assets are recognised
on the trade date, i.e., the date that the Group commits to purchase
the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.
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Investments and other financial assets (continued)
Applicable to the year ended 31 March 2006: (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Such assets are carried at amortised cost using the effective interest
method. Gains and losses are recognised in the income statement
when the loans and receivables are derecognised or impaired, as
well as through the amortisation process.

Available-for-sale investments

Available-for-sale investments are non-derivative financial assets
in unlisted investment funds that are designated as available for
sale or are not classified in any of the other two categories. After
initial recognition, available-for-sale investments are measured at
fair value, with gains or losses recognised as a separate component
of equity until the investment is derecognised or until the investment
is determined to be impaired, at which time the cumulative gain or
loss previously reported in equity is included in the income
statement.

Fair value

The fair value of investments that are actively traded in organised
financial markets is determined by reference to quoted market bid
prices at the close of business at the balance sheet date.

Impairment of financial assets

Applicable to the year ended 31 March 2006:

The Group assesses at each balance sheet date whether there is
any objective evidence that a financial asset or a group of financial
assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and
receivables carried at amortised cost has been incurred, the amount
of the loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate
(i.e., the effective interest rate computed at initial recognition).
The carrying amount of the asset is reduced either directly or
through the use of an allowance account. The amount of the
impairment loss is recognised in the income statement.

RERHMBERMEE (B)
BRARBE-ZEEAF=ZA=T-—HLFE:
(%)

B R EWTR

B M EWKIR 32 A Bl E ok AT HEE (S SR 'R T
VAT EMNSREE AR T EHEERTISH
% EEERMERAZEREHR AR
B SRR R WK TR M R RERR SR B B S B B SR A
s R iR Bt

AR ERE

AHEERETFFETREES ZIITEERE
B EEFA M ERERAEINEE M ELR
Bl Yl HERIE AT M ERER A HERE MR
HEAPWEEARBILE D B EREWHIFHER IR
BEEA/RERE BN ZAINERERZ 251
WS E R A At AEn R -

AT
NERGERMSEREERA ATE 254
ERERAERHMEREREADRET

SREERE
BRARBZE-ZEERF=A=+—HILEE:

EREEX—HEREELRRME

BN AN R Z BE

6 RE BB REHR AR 2 B R R
REHBRRERE A RSERREE 2 REEHR
R ERERE (TRERNAHRZ BREEES
1) ZEZRFAE YASREEZ REBRFZ A
AR E 2 BREN X8 - B EZ RAEE
RYEBRBRABRERD BER RS BE N R

e



EAGLE NICE (INTERNATIONAL) HOLDINGS LIMITED ANNUAL REPORT 2006

(31 March 2006)
(R=ZFEEANE=A=+—H)

Impairment of financial assets (continued)

Applicable to the year ended 31 March 2006: (continued)
Assets carried at amortised cost (continued)

The Group first assesses whether objective evidence of impairment
exists individually for financial assets that are individually significant,
and individually or collectively for financial assets that are not
individually significant. If it is determined that no objective evidence
of impairment exists for an individually assessed financial asset,
whether significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics and that group
is collectively assessed for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is or
continues to be recognised are not included in a collective
assessment of impairment.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously
recognised impairment loss is reversed. Any subsequent reversal
of an impairment loss is recognised in the income statement, to
the extent that the carrying value of the asset does not exceed its
amortised cost at the reversal date.

Available-for-sale investments

If an available-for-sale investment is impaired, an amount
comprising the difference between its cost (net of any principal
payment and amortisation) and its current fair value, less any
impairment loss previously recognised in the income statement, is
transferred from equity to the income statement. Impairment losses
on equity instruments classified as available for sale are not reversed
through the income statement.

Derecognition of financial assets

Applicable to the year ended 31 March 2006:

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is derecognised where:

e the rights to receive cash flows from the asset have expired;

e the Group retains the rights to receive cash flows from the
asset, but has assumed an obligation to pay in full without
material delay to a third party under a “pass-through”
arrangement; or
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Derecognition of financial assets (continued)

Applicable to the year ended 31 March 2006: (continued)

e the Group has transferred its rights to receive cash flows from
the asset and either (a) has transferred substantially all the
risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows
from an asset and has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred control of the
asset, the asset is recognised to the extent of the Group’s continuing
involvement in the asset. Continuing involvement that takes the
form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to repay.

Derecognition of financial liabilities

Applicable to the year ended 31 March 2006:

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between
the respective carrying amounts is recognised in the income
statement.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the first-in, first-out basis and, in the case of
work in progress and finished goods, comprises direct materials,
direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash
and cash equivalents comprise cash on hand and demand deposits,
and short term highly liquid investments which are readily
convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value, and have a short maturity
of generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral
part of the Group’s cash management.
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Cash and cash equivalents (continued)

For the purpose of the balance sheets, cash and cash equivalents
comprise cash on hand and at banks, including term deposits, which
are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the balance sheet date of the
future expenditures expected to be required to settle the obligation.
The increase in the discounted present value amount arising from
the passage of time is included in finance costs in the income
statement.

Income tax

Income tax comprises current and deferred tax. Income tax is
recognised in the income statement, or in equity if it relates to
items that are recognised in the same or a different period directly
in equity.

Current tax assets and liabilities for the current and prior periods
are measured at the amount expected to be recovered from or
paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all temporary
differences at the balance sheet date between the tax bases of
assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

e where the deferred tax liability arises from the initial
recognition of an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;
and
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Income tax (continued)

e in respect of taxable temporary differences associated with
investments in subsidiaries, where the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and
the carryforward of unused tax credits and unused tax losses can
be utilised except:

e where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of an
asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

e inrespect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assets are only
recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences
can be utilised.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilised. Conversely, previously
unrecognised deferred tax assets are reassessed at each balance
sheet date and are recognised to the extent that it is probable that
sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is realised
or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.
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Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(i) from the sale of goods and samples, when the significant
risks and rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither managerial
involvement to the degree usually associated with ownership,
nor effective control over the goods sold; and

(i)  interest income, on an accrual basis using the effective interest
method by applying the rate that discounts the estimated
future cash receipts through the expected life of the financial
instrument to the net carrying amount of the financial asset.

Employee benefits

Employment Ordinance long service payments

Certain of the Group’s employees have completed the required
number of years of service to the Group in order to be eligible for
long service payments under the Hong Kong Employment
Ordinance in the event of the termination of their employment.
The Group is liable to make such payments in the event that such
a termination of employment meets the circumstances specified in
the Employment Ordinance.

Provision has not been recognised in respect of such possible
payments, as it is not considered probable that the situation will
result in a material future outflow of resources from the Group.

Staff retirement schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for those employees
who are eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’ basic salaries
and are charged to the income statement as they become payable
in accordance with the rules of the MPF Scheme. The assets of the
MPF Scheme are held separately from those of the Group in an
independently administered fund. The Group's employer
contributions vest fully with the employees when contributed into
the MPF Scheme.
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Employee benefits (continued)

Staff retirement schemes (continued)

In addition, the Group also operates a defined contribution
retirement benefits scheme (the “Retirement Scheme”) for those
employees who are eligible to participate in the Retirement Scheme.
Contributions to the Retirement Scheme are charged to the income
statement as incurred. The Retirement Scheme operates in a similar
way to the MPF Scheme, except that when an employee leaves
the Retirement Scheme before his/her interest in the Group’s
employer contributions vests fully, the ongoing contributions
payable by the Group are reduced by the relevant amount of the
forfeited employer contributions.

The employees of the subsidiaries which operate in Mainland China
are required to participate in a central pension scheme operated
by the local municipal government. These subsidiaries are required
to make contributions for its employees who are registered as
permanent residents in Mainland China. The contributions are
charged to the income statement as they become payable in
accordance with the rules of the central pension scheme.

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained profits within the equity section of the balance
sheet, until they have been approved by the shareholders in a
general meeting. When these dividends have been approved by
the shareholders and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.
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Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation currency. Each
entity in the Group determines its own functional currency and
items included in the financial statements of each entity are
measured using that functional currency. Foreign currency
transactions are initially recorded using the functional currency rates
ruling at the date of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the balance sheet date. All
differences are taken to the income statement. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are translated using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when
the fair value was determined.

The functional currencies of certain overseas subsidiaries are
currencies other than the Hong Kong dollar. As at the balance
sheet date, the assets and liabilities of these entities are translated
into the presentation currency of the Company at the exchange
rates ruling at the balance sheet date and, their income statements
are translated into Hong Kong dollars at the weighted average
exchange rates for the year. The resulting exchange differences
are included in the exchange fluctuation reserve. On disposal of a
foreign entity, the deferred cumulative amount recognised in equity
relating to that particular foreign operation is recognised in the
income statement.

For the purpose of the consolidated cash flow statement, the cash
flows of overseas subsidiaries are translated into Hong Kong dollars
at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which arise
throughout the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.
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Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on
the amounts recognised in the financial statements:

Impairment of assets

In determining whether an asset is impaired or whether the event
previously causing the impairment no longer exists, the Group has
to exercise judgement in the area of asset impairment, particularly
in assessing: (1) whether an event has occurred that may affect
the asset value, or such an event affecting the asset value has not
been in existence; (2) whether the carrying value of an asset can
be supported by the net present value of future cash flows, which
are estimated based upon the continued use of the asset; and (3)
the appropriate key assumptions to be applied in preparing cash
flow projections including whether these cash flow projections are
discounted using an appropriate rate. Changing the assumptions
selected by management to determine the level of impairment,
including the discount rates or the growth rate assumptions in the
cash flow projections, could have a material effect on the net
present value used in the impairment test.

Income tax

Deferred tax is provided using the liability method, on all temporary
differences at the balance sheet date between the tax bases of
assets and liabilities, and their carrying amounts for financial
reporting purposes.

Estimation uncertainty

The key assumption concerning the future and other key sources
of estimation uncertainty at the balance sheet date, that has a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, is
discussed below.

Impairment test of assets

The Group determines whether an asset is impaired at least on an
annual basis. This requires an estimation of the value in use of the
asset. Estimating the value in use requires the Group to make an
estimate of the expected future cash flows from the asset and also
to choose a suitable discount rate in order to calculate the present
value of those cash flows.
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Segment information is presented by way of the Group’s primary
segment reporting basis, by geographical segment. No further
business segment information is presented as the Group is solely
engaged in the manufacture and trading of sportswear and
garments.

Each of the Group’s geographical segments, based on the location
of customers (the destination of sales), represents a strategic
business unit that offers products to customers located in different
geographical areas which are subject to risks and returns that are
different from those of the other geographical segments. The
Group’s customer-based geographical segments are as follows:

(@) Mainland China
(b) Japan

(c) South Korea

(d) Hong Kong

(e) Australia

(f)  Others

In addition, segment assets and capital expenditure are further
analysed by the geographical location of the assets (the origin of
sales), where the Group's assets are located in different geographical
areas from its customers and segment revenue from external
customers or segment assets are 10% or more of the Group’s total
amount. There are two asset-based geographical segments, namely
Hong Kong and Mainland China.

AEBAEDBAEIBNBEREEEZIIDHE
BR N AEE RN EEDRERKREENEER
ZER HABE— S 2T EBNBER -

REER RS BUFTP AL GHE B &) 5
Ei KRR A TR AR PR HUE m e RS
BB FrAE R kMg EibE SR A =
Al AREE AR P RERIMR SR T

(@) FEIAREE
(b) AR
© mH%®
d) &S
(@ M
(f) Hfvdl

SN AR B E EE MR ) M B P D M N RIA
MRBIMNAEPZ D BBAS D BEEGAREE
RE10%IIA L AN EEEREARX SREE
Pl (ASHE RSB RERE) (FE— P ofT &K
SENEESERNBR S EEME D HIAEE
KR EIARE.
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Geographical segments based on the location of () BREFMEMHESE
customers
The following tables present revenue, profit and certain asset, TERINBE—EEANER-EERE=A
liability and expenditure information for the Group’s AR PR AR S
geographical segments for the years ended 31 March 2006 WA SEH B ETEE BB RES Sk
and 2005. -
B —
Group-2006 zF% —7gl\ﬂ=‘
Mainland South
China Japan Korea  Hong Kong Australia Others Consolidated
GED: BA H# B Y| it E &4
HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TAT TAR FAR FAR TAT TAT TAT
Segment revenue: PREEMA:

Sales to external customers HOEPHER 255,083 161,243 44,302 15,902 - 42,780 519,310
Segment results nEEE 66,689 36,127 10,184 3,610 - 9,023 125,633
Interest and other unallocated IS REM

income AEERA 7,634
Unallocated expenses AERER (41,186)
Profit before tax WA 92,081
Tax e (14,670)
Profit for the year attributable to ARAAREREA

equity holders of the Company ERER R 77411
Segment assets NEEE 146,294 78,655 24,659 7223 - 22,300 279,131
Unallocated assets AMelAE 299,918

579,049
Segment labilities PHAR 3,366 4,470 2,302 318 - 2,769 13,285
Unallocated liabilities AREEE 35,426
48,711

Other segment information: B EER:
Depreciation and amortisation mEREH 6,539 4,134 1,136 408 - 1,096 13313
Unallocated amounts ARREE 8,718
22,031
Capital expenditure BARX 82,101 51,898 14,259 5118 - 13,770 167,146
Unallocated amounts ARARHE 26,322

193,468




(31 March 2006)
(R=ZFEEANE=A=+—H)

0]

EAGLE NICE (INTERNATIONAL) HOLDINGS LIMITED ANNUAL REPORT 2006

Geographical segments based on the location of () REFAEHESE (B
customers (continued)
Group-2005 (Restated) AEE-—FTHF (BF)
Mainland South
China Japan Korea  Hong Kong Australia Others  Consolidated
REAE A% i B ZN EE A
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T T
Segment revenue: HREEEWA:
Sales to external customers HNEPHES 177,122 165,213 48,649 14,853 12,557 32,452 451,446
Sale of samples BIREE K27 1,238 13 1,192 592 1,070 4,532
Total @it 178,149 166,451 48 662 16,045 13,149 33,522 455,978
Segment results PR 55,158 46,236 12,960 5,265 3,920 9,553 133,092
Interest and other unallocated MEREM
income T ON 2,579
Unallocated expenses ARERER (31379)
Finance costs IR (189)
Profit before tax BaTaR 104,103
Tax HE (9,200)
Profit for the year attributable to ARARERBA
equity holders of the Company ERER R 94,903
Segment assets NEEE 45,370 39,280 10,057 5,588 3,755 16,002 120,052
Unallocated assets AEREE 431374
551,426
Segment liabilities PERE 2,240 5,540 1,534 1177 1,116 4,602 16,209
Unallocated liabilities AREAR 37915
54124
Other segment information: EthHEER:
Depreciation and amortisation mERES 1436 33876 1,256 354 338 914 8,174
Unallocated amounts NesE 3,003
11,267
Capital expenditure EREX 2,039 8,495 2,900 182 799 2,198 17,213
Unallocated amounts NelsE 30,79

48,009
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(ii) Geographical segments based on the location of assets

(i) REEREHEDE

Mainland
China Hong Kong Consolidated
B KR Eic e
HK$'000 HK$'000 HK$'000
FET FET FET
Group-2006 TEE-—BEXRF

Segment assets as at 31 March 2006 RZZEEXF=H=+—H
ZOBEEE 264,093 15,038 279,131
Capital expenditure BARFE 167,146 - 167,146
Unallocated amounts RARELEEE 26,322
193,468

Group-2005 (Restated) AEB-—ZFZHTF (B5)

Segment assets as at 31 March 2005 RZZEZERF=RA=+—H
ZHEREE 95,893 24,159 120,052
Capital expenditure BEARMRAS 17,043 170 17,213
Unallocated amounts RRBCEEE 30,796

48,009
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Revenue, which is also the Group’s turnover, represents the net
invoiced value of goods sold, after allowances for returns and trade
discounts. All significant intra-group transactions have been
eliminated on consolidation.

An analysis of the Group’s revenue, other income and gains is as

BEWANRER 2 S5 THENRRE RS
FHEREEERmZERHE-AEEARREMBEE
AR ZERERE IR B R E5He

REBERBAE AR 2 AT T

follows:
2006 2005
—EEXRE —ETRF
HK$°000 HK$°000
FBT FET
Revenue EEIWA
Sale of goods BEmiEE 519,310 451,446
Other income Hen gt A
Sale of samples Bk - 4,532
Bank interest income ERITH BULA 6,503 2,192
Others H 800 387
7,303 7,111
Gains Wz
Gain on redemption of available-for-sale  BE[EI At H & 18E » WS
investments 215 -
Gain on disposal of items of property, HEWE - BE R
plant and equipment RAEIE R 2 e 116 -
331 -
Other income and gains E Ui A Rz 7,634 7,111
Group
TEE
2006 2005
—ETREF —ETREF
HK$’000 HK$°000
FET FHET
Interest on bank loans and overdrafts ARAFRBEEEZRITERR
wholly repayable within five years RITBE 2 FIE - 121
Interest on finance leases BMERE AL - 68

- 189
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The Group’s profit before tax is arrived at after charging/(crediting): Vi

BB HADEM MR Gt A) THIRRRE

&
i
2006 2005
—EBEXRE ZETHF
HK$'000 HK$'000
FET FET
(Restated)
(&%)
Cost of inventories sold BEEFEKA 393,677 322,886
Auditors’ remuneration ZEE 2 1,030 940
Depreciation (note 14) * e (Kat14)* 20,914 10,894
Amortisation of prepaid land lease TEf A SRR Y (f7aF15)
payments (note 15) * 1,117 373
Staff costs (excluding directors’ BIRAN (TEEESEHE -
remuneration-note 8): Htaz8) -
Wages and salaries IERF® 84,168 72,549
Pension scheme contributions RIREETEIHR
(defined contribution schemes) (EEMHREE) 2,338 1,898
Less: Forfeited contributions BRI ER (114) (28)
Net pension scheme contributions RIS EIHFEE 2,224 1,870
Total staff costs* 88 TR A * 86,392 74,419
Minimum lease payments under T REBFREHE Y
operating leases in respect of land =4 liwiEhe N NP
and buildings* 3,097 4,445
Foreign exchange differences, net HNES B W = FEF R 1,558 430
* Included in the respective balances are the following amounts which *  RIFESHEEN T A XA EDEEY
are also included in cost of inventories sold disclosed above: KAy 4%:
2006 2005
—EBEXRE ZETHF
HK$'000 HK$'000
FET FET
(Restated)
(&%)
Depreciation e 12,855 8,091
Amortisation of prepaid land lease FEA o FE B R IE
payments 458 83
Staff costs B IR 73,102 64,774
Minimum lease payments under operating £ R IEFE LR E
leases in respect of land and buildings HEASHR 3,056 3,580
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Directors’ remuneration for the year, disclosed pursuant to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) and Section 161 of the Hong

Kong Companies Ordinance, is as follows:

AEEEEWERIBET BB

RHER ARG

Z EMAR (T EMRA) REBRAHEHIZE161

PRI ERLA T :

Group
TEE
2006 2005
—ETREF —ETREF
HK$°000 HK$'000
FBT FET
Fees vk 430 420
Other emoluments: HAub<
Salaries, allowances and benefits e EZMREYER
in kind 2,558 2,828
Performance related bonuses R IABMNTEAT 860 830
Pension scheme contributions RINEBFTEIHR 162 152
3,580 3,810
4,010 4,230
(a) Independent non-executive directors (a) BIUFEHITES
The fees paid to independent non-executive directors during FANTEIIERTESZ ZHBIA N
the year were as follows:
2006 2005
—ETREF —ETREF
HK$’000 HK$°000
FET FHET
Mr. Chan Cheuk Ho FRESIE 120 120
Mr. Cheng Yung Hui, Tony PSR 120 60
Mr. Li Chi Chung TERRS L 120 120
360 300

There were no other emoluments payable to the independent
non-executive directors during the year (2005: Nil).

FRALEEMEMBIIFRTEETZHE

(ZEZRF &)
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(b) Executive directors and a non-executive director (b) HMITEER—BHFHTES
Salaries,
allowances Performance Pension
and benefits related scheme
in kind bonuses contributions Total
Fees & E2HE BERHE E{k€ remuneration
we BENEF HETEAL FTEIftR &g
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FEr FEr FEr FEr FEr
2006 —EERE
Executive directors; WITES:
Mr. Chung Yuk Sing BEALE - 1,040 240 60 1,340
Mr. Chung Tung Sau ERMBLE - 520 120 36 676
Ms. Tsang Sau Fan BEFLL - 683 500 44 1,227
Ms. Tsang Yuk Ni =k e - 315 - 22 337
- 2,558 860 162 3,580
Non-executive director: FEHTES:
Mr. Ong Chor Wei FHELE 70 - - - 70
70 2,558 860 162 3,650
2005 —ZEERE
Executive directors; WITES:
Mr. Chung Yuk Sing BEALE - 1,040 160 60 1,260
Mr. Chung Tung Sau BRFELE - 520 80 36 636
Ms. Tsang Sau Fan EEFRT - 683 500 44 1,227
Ms. Tsang Yuk Ni =k e - 585 90 12 687
- 2,828 830 152 3,810
Non-executive director: FEHTES:
Mr. Ong Chor Wei FHELE 120 - - - 120
120 2,828 830 152 3,930
There was no arrangement under which a director waived or NER B (e B S A B ok R B R (A B

agreed to waive any remuneration. &2 HEe
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(b) Executive directors and a non-executive director
(continued)
The directors’ remuneration shown above does not include
the estimated monetary value of the Group’s owned premises
provided rent-free to an executive director, Mr. Chung Yuk
Sing, during the year. The estimated rental value of such
accommodation was HK$718,000 (2005: HK$595,000) for
the year ended 31 March 2006.

The five highest paid employees during the year included three
(2005: four) directors, details of whose remuneration are set out
in note 8 above. Details of the remuneration of the remaining two
(2005: one) non-director, highest paid employees for the year are
set out below:

(b) BTEER-EFITES (H)

TR EEHES W AR BIEFAARITES
EEALERHIRHNASEAEME G
SAEEHE_TENE_AZ+ALSF
& %ER 2 A EAR718,0008T (ZF
T :595,0007T) °

FR AEBEFMESRE=2 (CFTZTAhF: 0
) EE ERARSHFHNFBEE L XXME8H
B-FA- ﬁ%Tﬁlﬂ% (Z220%F:—R) RaMen
FEERENMEFFFNOT:

Group

REE
2006 2005
—EBERE —ETRF
HK$'000 HK$°000
FET FEr
Salaries, allowances and benefits in kind ¥4 285 R EWEF 991 405
Performance related bonuses AR IFEMAIEAT 150 100
Pension scheme contributions BIREFT B 57 30
1,198 535

The remuneration of each of the non-director, highest paid
employees for the year ended 31 March 2006 fell within the band
of nil to HK$1,000,000. The remuneration of the remaining one
non-director, highest paid employee for the year ended 31 March
2005 fell within the band of nil to HK$1,000,000.

Hong Kong profits tax has been provided at the rate of 17.5%
(2005: 17.5%) on the estimated assessable profits arising in Hong
Kong during the year. Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

BE_ZE X E=A=T—HLFE =5
9!5%%4@/\2@%&1’7” TZZ%1,000,000/8 7CEE
BA%@LY TRF=A=1+—HBILFE #T
EEERENEESREEZHENTER
1,000,000/8 T £5[E

BANE %FEDAE NEBBELNGHERBE
R17.5% (ZETRF:17.5%) TRk i
TTFERRBUS N IR RIIRIE AR S B 2 5 P IR
HERTPER OGRS B HIAE A K5 &
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SWEET BB AR A A) (“EN (Shantou)”), Shantou SEZ Far East
(International) Garments Factory Co., Ltd. (“FE (Shantou)”) and ¥4
& CGilisa) X AR AA (“YY (Shantou)”) are entitled to be
exempted from the People’s Republic of China (the “PRC")
corporate income tax for the first two profit-making years and a
50% reduction in the corporate income tax for the succeeding
three years. Moreover, under the relevant tax laws and regulations
in Mainland China, EN (Shantou), FE (Shantou), YY (Shantou) and
W3 CIlEE) BIK AR AT (“YM (Shantou)”) may set off losses
incurred by them in a financial year against profits made by them
in the succeeding financial year or years, subject to a maximum of
five financial years.

According to the confirmation obtained by the Group from the
PRC tax bureau, the first profit-making year of both EN (Shantou)
and FE (Shantou) was the year ended 31 December 2002, and the
first profit-making year of YY (Shantou) was the year ended 31
December 2005.

AT EEBXR AR AR ([EE CLER) |) Il
RErRER (BR) BKEmAERAR (HER Ol
58) |) BB OlisE) HXBERDA ([#4E Ol
SR) |) FJER S A MERN FE NP EARLM
(B REMBH ARERRR =FE#RR
BRZ50% REFTS B UL M RIEH B BIARER
BERA AN B OlsE) =R CILsE) #E Ol
8) sk ClisR) HRBR AR ([+#43% ClsE])
A ER A R EL 2 B AN E R
—RBEFBFE S BHZ T FEE R EE
B

RIBANR B BB SR 2 #:2 EX OlsE)
FaER OlsE) WEERNFERRHE —TT -
FT-A=T—RLEFEMHAE CLER) 0 & EE
NEZAHABRE_ZETAF+-_A=+—HIF
FEe

Group
rEH
2006 2005
—EEXRE —ETREF
HK$'000 HK$'000
FET FHEx
Current tax charge for the year: REFHIEL H:
Hong Kong E 4,534 5,688
Elsewhere Hbib 7 2,573 3,519
Underprovision/(overprovision) of BEFEHRERBETE
current tax in respect of prior years (EBEERE) 6,748 (7)
Deferred (note 24) EIEFIA (MfaF24) 815 =
Total tax charge for the year RNEEMIBY LB 14,670 9,200
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A reconciliation of the tax expense applicable to profit before tax EREEMEAE 2 BB RNAN 2 TR > - Big
using the statutory rates to the tax expense at the effective tax ERE R ERBIIER S 2 8K LA RE AT
rates, and a reconciliation of the applicable rates (i.e., the statutory (EDEERR) EERRH R 2 $IBRNT -

tax rates) to the effective tax rates, are as follows:

Group
rEH
2006 2005
TEBEXREF ZETHF
HK$'000 HK$'000
FET FHET
Profit before tax FRE AT 2 A 92,081 104,103
Tax at the applicable rate to profit in REBNG AR CEAMSHE
the tax jurisdictions concerned FTE2TIE 22,471 25,249
Lower tax rate for specific provinces fEARE 17 2 BIEF = (7,383) (8,165)
Income not subject to tax BERFWA (3,580) (4,508)
Expenses not deductible for tax T ER 656 174
Adjustments in respect of current tax of ~ BLBAEFEFHIBEL 2 AL
previous years 6,748 (7)
Lower tax rate due to tax holiday HISEEH s 8RR = (4,825) (3,420)
Tax losses utilised from previous periods BB FE 2 FiIEE 18 (103) -
Tax losses not recognised ANHERTIIEE R 1,291 371
Others Hith (605) (494)

Tax charge at the Group's effective rate  ZAKBEERREAE 2 HBESH 14,670 9,200
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The net profit from ordinary activities attributable to equity holders
of the Company for the year ended 31 March 2006 dealt with in
the financial statements of the Company was HK$54,172,000

HE T NFE=A=T—HILFEERARQA
VERREEZREERGHARERLEH B
54,172,000/ 7t (ZZZ R4 :41,433,000/%7T)

(2005: HK$41,433,000) (note 27). (F=E27) ©
2006 2005
—EBERF ZETRF
HK$°000 HK$°000
FET FET
Interim-HK6 cents (2005: HK4.5 cents) EPHHHQ % TR @Azl
per ordinary share based on (ZZZRF 4.55) ZREBT
427,000,000 (2005: 340,000,000) 427,000,000 (=== fﬁi
shares in issue 340,000,0008%) & D&t & 25,620 15,300
Proposed final — HK6 cents FOR R BARR B — BAR EmAR 6 7S (1L
(2005: HK6 cents) per ordinary share (ZEZRF 6/8/) BB T
based on 427,000,000 427,000,000f% (=% ﬁi
(2005: 427,000,000) shares in issue 427,000,0000%) A& (D&t & 25,620 25,620
51,240 40,920

The proposed final dividend for the year is subject to the approval
of the Company’s shareholders at the forthcoming annual general
meeting.

AEE 2 kAR BAF AR RBIRN EER

=]

RBFERSHER HAER-
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The calculation of basic earnings per share amounts is based on
the profit for the year attributable to ordinary equity holders of the
Company for the year of HK$77,411,000 (2005: HK$94,903,000
(restated)), and the weighted average number of 427,000,000
ordinary shares in issue (2005: 337,821,918 ordinary shares deemed
to have been in issue) during the year.

A diluted earnings per share amount for the year ended 31 March
2006 has not been disclosed as no dilution events existed during
the year.

The calculation of diluted earnings per share amount for the year
ended 31 March 2005 is based on the profit attributable to ordinary
equity holders of the Company for that year of HK$94,903,000
(restated). The weighted average number of ordinary shares used
in the calculation was the sum of the 337,821,918 ordinary shares
in issue during that year as used in the basic earnings per share
calculation and the weighted average number of 79,849,315
ordinary shares assumed to have been issued at no consideration
on the deemed conversion of the outstanding convertible note
since its date of issue to the date of conversion during that year.

BRERZAF TIREFAARQ R EBRRERE
ABIERANT7,411,0008 T (ZE2HFE:
94,903,000/ 7T (4&£ &) ) - LARF AE 1T I
T % 85427,000,000 R EBR (TR F:
337,821,918/ R 1EE 1T @AR) T & -

BE_TTRF-A=t—HALFEYEFEH
EEG AU BRBEFAZEREERN

HE_TTRF-A=-1+BUFEBRHE
B SR HIEFRANRA AL BIRARERE AR
J#4194,903,0008 7T (K E=5) 5 & AR B BaT
B2 L@ ARE BREARHESRER
AFHFAE BT BARARE337,821,9180% R
F AR N B AR EBRGIERN BT AR EF AR
& B B iR A B 317 0 AR N 39 AR B
79,849,315f%°
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Group
31 March 2006

A5
—EEAF=A=+-A

Furniture,
fixtures,
equipment
Leasehold and motor
improvements Plant and vehicles  Construction
Buildings HE  machinery HE#E-  in progress Total
BT ML HERE RERAE EEIR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiErn FiErx FiEr FiErx FiEr FiErn
Cost or valuation: A (E:
At beginning of year 2]
As previously reported kRS 49,458 13,210 42,319 10,367 7,437 122,791
Prior year adjustment BEFRHE (36,519) - - - - (36,519)
As restated 2] 12,939 13,210 42,319 10,367 1437 86,272
Additions NE 72,317 8,805 57,889 10,343 14,518 163,872
Surplus on revaluation Efh A% 1,184 - - - - 1,184
Transfers L3 - 15,991 - 5,964 (21,955) -
Disposals HE - (1,080) (1,200) (500) - (2,780)
Exchange realignment ERTEEE: 62 46 222 45 - 375
At 31 March 2006 RZEERE
=R=1t—H 86,502 36,972 99,230 26,219 - 248,923
Analysis of cost or valuation: KASEED T
At cost BKAE - 36,972 99,230 26,219 - 162,421
At 31 March 2006 valuation ERZTEE
“A=T—HZ{E 86,502 - - - - 86,502
86,502 36,972 99,230 26,219 - 248,923
Accumulated depreciation: 2BNE:
At beginning of year E7) - 9,760 19,764 4,954 - 34,478
Provided during the year FREE 1,575 4,653 11,372 3314 - 20,914
Write-back of disposal e - (911) (867) (207) = (1,985)
Write-back of revaluation EfO# (1,575) - - - - (1,575)
Exchange realignment ERTIFER: - " 62 8 - 81
At 31 March 2006 RIETRE
=A=1t—H - 13,513 30,331 8,069 - 51,913
Net book value: REFE:
At 31 March 2006 RIETRE
=R=1t—H 86,502 23,459 68,899 18,150 - 197,010
At 31 March 2005 (restated) R_ZZTHEF
=A=+—H(&3) 12,939 3,450 22,555 5413 1437 51,794
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Group
31 March 2005
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REHE

—EERF=A=+—H

Furniture,
fixtures,
equipment
Leasehold and motor
improvements Plant and vehicles  Construction
Buildings HE machinery HEKE: in progress Total
BF MERE HERME FERAE TRIE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET AT FET AT AT
Cost or valuation: AT ME:
At beginning of year E4)
As previously reported mMERIRE 24128 11,566 30,321 8,024 - 74,039
Prior year adjustment BEFERE (19,286) = = = = (19,286)
As restated il 4,842 11,566 30,321 8,024 - 54,753
Additions NE 8,097 1,644 11,998 2,343 7,437 31,519
At 31 March 2005 R_ZZTHEF
=A=t-H 12,939 13,210 42,319 10,367 7,437 86,272
Analysis of cost or valuation: A EEA T
At cost B AE - 13,210 42,319 10,367 7,437 73,333
At 31 March 2005 valuation RZTTHE
=R=t—HftE 12,939 - - - - 12,939
12,939 13,210 42,319 10,367 7,437 86,272
Accumulated depreciation: ZEME:
At beginning of year &) - 7,338 13,289 3,356 = 23,983
Provided during the year FREE 399 2,422 6,475 1,598 = 10,894
Write-back of revaluation ek (399) - - - - (399)
At 31 March 2005 RZEERF=A=1+-H = 9,760 19,764 4,954 - 34,478
Net book value; EEFE:
At 31 March 2005 (Restated) R_ZZTHEF
=R=1+—H (&%) 12,939 3,450 22,555 5,413 7,437 51,794
At 31 March 2004 (Restated) RZEENE
ZA=1+—H (&5 4,842 4,228 17,032 4,668 - 30,770
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The Group’s buildings were revalued at 31 March 2006 by Greater
China Appraisal Limited, independent professionally qualified
valuers, at open market value, based on their existing use. A
revaluation surplus of HK$2,759,000 (2005: HK$399,000 (restated))
resulting therefrom has been credited to the asset revaluation
reserve.

Had these buildings been carried at historical cost less accumulated
depreciation, their carrying amounts would have been
HK$82,744,000 (2005: HK$12,003,000 (restated)).

As at 31 March 2006, one of the Group’s buildings with a net
book value of HK$2,607,000 (2005: HK$2,607,000 (restated)) was
pledged to secure banking facilities granted to the Group (note
23).

Two of the Group’s properties with a net book value of
HK$3,147,000 (2005: HK$3,136,000 (restated)) in aggregate have
been provided as rent-free accommodation to an executive director
of the Company during the year.

REEZEFHBLEES AR OEMEETE
ERAFR _EENFZA=+—RIREEHEA
BAAFHMEEN EhATELE2,759,0008 7T (=
TE R4 :399,000% 7T () ) EfHRERE D R
STABEEGREE

W7 B L1 A TR LA ANR RTETESBR - &
BREEREA82,744,0008 T (ZEZRE:
12,003,000/ 7T (E%1)) ) °

R-ZEERF=ZA=1+—B AEEEF—BER
7H{82,607,000/8 T (ZE2ZT R4 :2,607,000/8 7T
(7)) ZEFEEM LIERAEEER 2 RIT
R EE (fFFE23)

AEBEE P RIBIRMEFMES 3,147,000 7T (=
TETRHF:3,136,000/8 7T (EF) ) ZMERFA
REFANR —BRITESEREER-

Group
rEE
2006 2005
—EBTRE ZETRF
HK$'000 HK$'000
FET FET
(Restated)
(&%)
Carrying amount at beginning of year FHRmE
As previously reported L RIS - -
Effect of adopting HKAS 17 RNBEB G ERE17TIR 2T E 30,985 14,868
As restated =l 30,985 14,868
Additions NE 29,596 16,490
Amortisation recognised during the year RE NS (1,117) (373)
Exchange realignment M 34, e 120 -
Carrying amount at 31 March R=A=+—BZKHEE 59,584 30,985
Current portion included in prepayments, T ATERTRRIE 12 E K EAth FEU AR X
deposits and other receivables Z BNERER > (1,491) (1,117)
Non-current portion FERNERFR S 58,093 29,868
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An analysis of carrying amounts of prepaid land lease payments of REEAGBRA ANEEEN T EFIE 2 RE
the Group at the balance sheet date is as follows: EXHT:

2006 2005

ZEERF “TTRF

HK$’000 HK$000

FET FET

Long term leases outside Hong Kong BAFINZ REATEA 1,637 1,632

Medium term leases in Hong Kong EBFEA 2 R EITEL 24,151 24,724

Medium term leases outside Hong Kong EBFEINZ AL 33,796 4,629

59,584 30,985

As at 31 March 2006, one of the Group’s prepaid land lease
payments with a net book value of HK$11,180,000 (2005:
HK$11,444,000 (restated)) was pledged to secure banking facilities
granted to the Group (note 23).

Certain of the Group’s prepaid land lease payments with a net
book value of HK$12,603,000 (2005: HK$12,862,000 (restated))
in aggregate have been provided as rent-free accommodation to
an executive director of the Company during the year.

As at 31 March 2006, prepayments and deposits for property,
plant and equipment included a deposit of HK$11,107,000 for
the acquisition of a multi-purpose building (the “Multi-purpose
Building”) located at No. 49 Hengshan Road, Longhu District,
Shantou Special Economic Zone, the PRC (note 31) from an
independent third-party of the Group for staff recreation and
training purposes and a deposit for the development of certain
computer equipment of HK$1,034,000 from a related company
(note 32).

Subsequent to the balance sheet date, the Multi-purpose Building
has been accepted by and delivered to the Group. The Group is
currently in the progress of applying for the relevant title certificates.

As at 31 March 2005, prepayments and deposits for property, plant
and equipment included deposits of HK$43,341,000 and
HK$ 1,088,000 for the acquisition of a production plant (the “New
Production Plant”) and certain office and computer equipment,
respectively, which have been accepted by and delivered to the
Group during the year ended 31 March 2006, and such amounts
were transferred to property, plant and equipment during the year.

R-ZEERF=ZA=1+—B AEEEF—BER
F{E 411,180,000/ 7T (ZEZ R4 : 11,444,000
BT (B5)) 2B T EFEEIRBIEALR
EEMBRITEREE ZBR (FiFE23) -

FRAEEETHREFES $£12,603,000/87T
(ZZZ R 412,862,000/ 7T (BH)) 28N
WA ERIBRFNRBIEAER AR —BHITES
ZRHMIETE

R-BEXREZA=1+—8 9% BEI&EZ
BARERESEEANEE 2B E=8H
LR AR B\ B T A I B DA I 1 L L BK 495k AR
BB T HRRIIBAR ZREET ([ZARE
F ) HIE £ 11,107,000 7T (F5E31) * AR BLES
BETERZEMR—BMEEAR TN ZERSE
1,034,000/ 7T (Fif5E32) °

REEREBERAR AEECDREZ AEET K
SERERFRBEDFEE-

RIZZRF=F=1—"H WX BELAREZ
BB, BRRE—HEERE (3R
FNREETHRAZEREMRENEZED AR
43,341,000 7T % 1,088,000/ T WE REZE =
EERE=A=T-HILFERRAEERZK B
HERONFREREDE BE M&E-
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Group
rEE
2006 2005
—EBEXRE —ETRF
HK$'000 HK$'000
FET FBT
Unlisted investment funds, at fair value FEETREES HAFEE - 4,527

Upon the adoption of HKAS 39 on 1 April 2005, the Group has
reclassified long term investments as available-for-sale investments.

The unlisted investment funds were matured and redeemed during
the year ended 31 March 2006. The cumulative gain reported in
asset revaluation reserve is included in the consolidated income
statement.

As at 31 March 2005, the unlisted investment funds were pledged
as security for banking facilities granted to the Group.

RoFTRENA—ARGESRIEAIEIN
% AREDERMRETN D BATREER
=

\

FEMREEGENBE_TTRF=A=1—
BIEFERZIERER -RNEESMARHENZ R
REHEEFT AR A WK

R-ZERF=A=1+—H FLHREEZSEHE
RIERTEBERRITEE 2 ER-

Company
AT

2006 2005

TEBEXRE —EERF

HK$'000 HK$°000

FET FET

Unlisted investments, at cost JELETHIRE IR AE 43,368 43,368

The balances with subsidiaries approximate to their fair values and BB AT 2 AR AEER £ ERARERE
are unsecured, interest-free and are repayable on demand. Ro
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Particulars of subsidiaries of the Company are as follows:

Nominal
value of issued

Place of share/paid-up
incorporation/ registered
registration capital
and operations BBIT
Name ML B BRGEE
REER E-E3:1 BEEMES
Jespar Age Limited British Virgin Us$1,000
Islands (“BVI") 1,0003 7T
RERLS
(@RS ])
Eagle Nice Development Hong Kong Ordinary HK$2;
Limited BB Non-voting
EXERERAF deferred
HK$10,000
(Note (a))
LB
EIRERRER
10,000/ 7T
Ktz @)
Far East (International) Hong Kong Ordinary HK$2;
Garment Limited E Non-voting
RR (R 2K ERAT deferred
HK$10,000
(Note (a))
LB
BICE R
10,000/ 7T
(Ktita)
EN (Shantou) (Note (b)) PRC/ HK$9,500,000
B3 ClLER) (Ffabn) Mainland China 9,500,000/
B, B R RE

AR ZHBRARFENT:

Percentage
of equity
attributable to
the Company
AAT MG
REBDLL
Direct Indirect
HiE LiFE=

100 =

= 100

= 100

= 100

Principal
activities

EEXEHK

Investment
holding
TEER

Manufacture
and trading
of sportswear
and garments
EEAR AR

Manufacture
and trading
of sportswear
and garments
BER&IKK

Manufacture
and trading
of sportswear
and garments
BERKEKK
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Place of

Nominal
value of issued
share/paid-up

Percentage
of equity
attributable to

incorporation/ registered the Company
registration capital PN R

and operations 28T RETDE Principal
Name ML ERE RAEE Direct Indirect activities
AREH R B BEEMESR B i3 FTEEK
FE (Shantou) (Note (b)) PRC/ HK$15,000,000 - 100 Manufacture
ER OLER) (M) Mainland China 15,000,000/ 7T and trading
B R B RE of sportswear
and garments
BERKIKK
YM (Shantou) (Note (b)) PRC/ US$22,497,139 - 100 Manufacture
3 ClEr) (M) Mainland China 22,497,139% 7T and trading of
B R B RE sportswear and
garments
EFREAK
YY (Shantou) (Note (b)) PRC/ HK$10,000,000 - 100 Manufacture
IE CliEE) (FYaEwm)) Mainland China 10,000,000/ 7T and trading of
FR B A B sportswear and
garments
EHREAK
Everall Development BVI Us$1,000 - 100 Investment
Limited EBEXES 1,000 7T holding
KEERBERAT TEZER
Yue Mei (HK) Garment Hong Kong HK$1,000 - 100 Manufacture
Limited Bt 1,000/ 7T and trading of

WE (BB BXKERAT sportswear and
garments
SEREE
EBEREKK
Notes: Bzt :

(@)  The non-voting deferred shares carry no rights to dividends, no rights
to attend or vote at general meetings and no rights to receive any
surplus assets in a return of capital in a winding-up (other than the
nominal amount paid up or credited as paid-up on such shares, after
the sum of HK$100,000,000,000,000 per ordinary share has been
distributed to the holders of the ordinary shares of the company in

such winding-up).

(b)  EN (Shantou), FE (Shantou), YM (Shantou) and YY (Shantou) are
registered as wholly-foreign-owned enterprises under the PRC law.

(@) EREFFERIAEN T TEF ERRE
JERBA GRS IR L RIEBARE LR
EETFSEE BERFGREBREE
100,000,000,000,000/8 7T 77k T 2~ Al B 55
A1 BEIR (7 2 82 HABRSER R B ETE R

Sh) e

(b) B CiFR) &R CUIZR) #5% ClIFE) RHE Cill
5B) 1RIE T BLE P 2 SN B D
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Group

rEH
2006 2005
TEBEXREF —ZEThF
HK$’000 HK$000
FET FET
Raw materials R 13,175 13,655
Work in progress fE&m 10,532 28,205
Finished goods LURK A 7,738 5,832
31,445 47,692

The Group’s accounts receivable mainly relate to a few recognised
and creditworthy customers. The credit period is generally for a
period of 30 days. The Group seeks to maintain strict control over
its outstanding receivables to minimise the credit risk. Overdue
balances are regularly reviewed by the management of the Group.
Trade receivables are non-interest-bearing and their carrying amount
approximate to their fair values.

An aged analysis of the accounts and bills receivable as at the
balance sheet date, based on the invoice date, is as follows:

Within 30 days 30KA

31 to 60 days 31RE60K
61 to 90 days 61RE90K
Over 90 days 90K A E

REE 2 EWRRRE B8R TERARGEERI
R PR EEH—RA0OR-ANEEH N L&
WERR SRR R R R BEERREN E&E
I BEIARN 2 R AR BB B HIER
FEUR R A% SRR RAREER QA FERE

AEEREERER B ZBUSRR R EBRIEE
SRR MRER DI :

Group

EE
2006 2005
—EERE —EThHEF
HK$°000 HK$'000
FET FET
45,075 37,207
6,100 703
14 531
656 116

51,845 38,557
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Group Company
rEHE KATF
2006 2005 2006 2005
—BEXRE —ITTHE ZBEXRE —ITThHF
HK$'000 HK$°000 HK$'000 HK$'000
FET FAET FET FEr
Cash and bank balances Be RIRITET 41,692 51,374 176 141
Time deposits TEHATE 3K 183,530 277,020 104,051 271,502
225,222 328,394 104,227 271,643
Less: Time deposits pledged for BRI TER RE 5
bank overdrafts and trade B AR
financing facilities (note 23) 2 EHATE R
(#17E23) (10,105) (5,518) - -
Cash and cash equivalents BeMReEEER 215,117 322,876 104,227 271,643

As at the balance sheet date, the cash and bank balances of the
Group denominated in Renminbi (“RMB”) amounted to
HK$23,916,000 (2005: HK$44,829,000). The RMB is not freely
convertible into other currencies, however, under Mainland China’s
Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange business.

Cash at bank earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short term time deposit rates. The carrying amounts of the cash
and cash equivalents and the pledged deposits approximate to
their fair values.

REEBEBRB NEEUARE ([ARE])
ERIR S R IRTT4ETF £23,916,0008 7T (ZFZTH
144,829,000 7T)  AREET S B R LB AEM
B MR R A B RRE R INE B IR 511 A R 45 HE
EERNEEEET AEEAT S BEEREN
PEXIS 2 IRITHIEARY KA E b E ¥

FRIRITORA SRS ARTHERNE 2 FPHEE
BREA S -AREIZARREFREH—RE=(E
FEVEEATE B0 X090 Rl RKE A E AT SRR R B
BAB-RE MR EEERA RS EREMERZ
RE(EEE QA (ERE
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An aged analysis of the accounts and bills payable as at the balance
sheet date, based on the invoice date, is as follows:

REERBERAZENRRIEZEREERAY
HRRER D ATAN T :

Group

EE
2006 2005
ZEEBREF —ZEThF
HK$'000 HK$000
FET FET
Within 90 days 90Kk 12,533 15,598
91 to 180 days 91 RE180K 524 532
181 to 365 days 181 KE365K 50 26
Over 365 days 365KLA L 178 53
13,285 16,209

The trade payables are non-interest-bearing and are normally settled
on 45-day terms.

As at 31 March 2006, the Group’s banking facilities were secured
by the following:

(i)  Certain property, plant and equipment (note 14) and prepaid
land lease payments (note 15) of the Group;

(i) pledged bank deposits of the Group (note 21);

(iiiy corporate guarantees executed by the Company to the extent
of HK$163.6 million; and

(iv) unlimited corporate guarantees executed by three subsidiaries.

B HRNR AR ERF FEH—RR45K-

REZEZRNF=ZA=1—B KEEZRITEAE
TS IR R

() AEEETYE BERRE (iE14) KB
A ERIEA (HRE15)

(i) ANEEZEMRITER MEE21)

(iiiy AATZEILLA163,600,00078 7T AR 2 A 7
B &

(iv) =FHBRRFEILNERBEARER-
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Group REH
Accelerated tax Asset
depreciation  revaluation Total
IEBIIEITE BEESH Fob
HK$'000 HK$'000 HK$'000
FET FET FAET
At 1 April 2004 RZEZWNFMNA—H
As previously reported LRI 810 400 1,210
Prior year adjustments BEFEFE - (390) (390)
As restated H5 810 10 820
Deferred tax debited to equity during FAREARNR 2
the year (restated) EIEFRIA () = 78 78
At 31 March 2005 RZBEERF=A=1T—H 810 88 898
At 1 April 2005 RZZEZERFMNA—H
As previously reported TR E 810 656 1,466
Prior year adjustments BEFERAE - (568) (568)
As restated 57 810 88 898
Deferred tax charged to the consolidated FARERE W RTRZ
income statement during the year RIERIE (M17E10)
(note 10) 815 - 815
Deferred tax debited to equity during FERREARNR 2 BT TE
the year - 89 89
At 31 March 2006 RZEENF=ZA=+—H 1,625 177 1,802

At 31 March 2006, there was no significant unrecognised
deferred tax liability (2005: Nil) for taxes that would be payable
on the unremitted earnings of certain of the subsidiaries as the
Group has no liability to additional tax should such amounts be

remitted.

The Company has tax losses arising in Hong Kong of HK$1,224,000
(2005: HK$1,814,000) that are available indefinitely for offsetting
against future taxable profits of the Company in which the losses
arose. Deferred tax assets have not been recognised in respect of

HEfE

those losses as the Company has had no taxable profits for some Ee

time.

There are no income tax consequences attaching to the payment

of dividends by the Company to its shareholders.

— ==

REZEZRNF=ZA=1T—B UBEHIEAEEES
TR R B2 AREE H & A P EE A IR T Hi 3R
ZERARHERELERHALE (
H RBMERZE R

hFE) R
HE - AR B TR B AIEREIMA

RARRBEBEE 2 TIIEEE1,224,0008 7T (=
TEHF:1,814,000787T) 7 &R BA EHESEA A
Al A ERBLE ] AR AR RIS A —BSHER
RECEF AMTERZSEERRREERIBE

AR AR R RS BRI B S B e R
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Company
b N
2006 2005
—EEARE —EEREF
HK$’000 HK$°000
FET FET
Authorised: VAR
10,000,000,000 ordinary shares of 10,000,000,0000%
HK$0.01 each SRMEEC.01TE T LB 100,000 100,000
Issued and fully paid: BETREE:
427,000,000 ordinary shares of 427,000,000 X AEE
HK$0.01 each 0.0/ 8Tz LR 4,270 4,270

The changes in the issued share capital of the Company for the

ARBEBETBRARBE_FTTRAF=A=1—

year ended 31 March 2005 were as follows: HIEFEZ 28T
Number of
ordinary Nominal
shares of value of
HK$0.01 each ordinary
Notes HEREE0.0178 T shares
MtaE ZERREE ERREE
‘000 HK$'000
FhAR FET
Issued: BT

At 1 April 2004 RZZEZWFOA—H 200,000 2,000
Subscription of new shares REEFTR () 105,000 1,050
Placement of new shares Bt & A% (i) 35,000 350
Exercise of the Convertible Note 1T AR IR (iii) 87,000 870
At 31 March 2005 RZZEERF=A=+—H 427,000 4,270
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The movements in the share capital of the Company during the
year ended 31 March 2005 were as follows:

(i)

(ii)

(iii)

On 16 April 2004, 105,000,000 new shares of HK$0.01 each
in the Company were issued to Great Pacific Investments
Limited (" Great Pacific”), a wholly-owned subsidiary of Yue
Yuen Industrial (Holdings) Limited, at a price of HK$1.06 per
share, for a cash consideration, before expenses, of
HK$111,300,000.

On 16 April 2004, 35,000,000 new shares of HK$0.01 each
in the Company were issued at a price of HK$1.06 each by
way of placement of shares, for a total cash consideration,
before expenses, of HK$37,100,000.

On 3 March 2004, the Company entered into a conditional
subscription agreement with Great Pacific in relation to the
subscription by Great Pacific of a convertible note (the
“Convertible Note”) at a subscription price of
HK$207,060,000, which was convertible into 87,000,000
new shares of the Company at the conversion price of
HK$2.38 per share. The subscription agreement was
completed on 16 April 2004. On 17 March 2005, 87,000,000
shares of HK$0.01 each in the Company were issued pursuant
to the conversion of the Convertible Note.

HE—_ZTT

EFE=RA=+—HILFE RRFZK

REENIAT :

(i)

(ii)

(iii)

R-ZTZTOEN A+ X8 AR ERAF
105,000,000 ¢ F A EEO0.01 BT Z #A% - #2
BA%1.0678 T2 BT TR LE (5E)
ERAFzE2ENBAFGreat Pacific
Investments Limited ( [ Great Pacific] ) * LA$&
IR e RE CGRIK%RF) 111,300,000 T

RZZZNFNA B AR RRARF
35,000,0008% &R EIEO.01/ B T Z #TA% 1538
BERE A = R B 0678 7T 2 (B8 3817 LAY
iR &R E CGRINRFZ) 37,100,000 T°

—EENF=A=H AR AHGreat
Paoﬂch:zu BE(E207,060,0007%8 7T 728 Al 2 A%
ZiE ([A[3#AR =45 | ) BGreat PacificR] 328
IR RIB T TR RIE RS2 3878
JC 2 HAR(E 5 ,3287,000,0000% AN A &) F Ak
RERZONZZEZNEN B +75H 5K e
R-ZTZERF=A++tH ARFIRENR
AR ZE I 3£7787,000,000 4 B A% EI{E0.01
BT Z e

A summary of the transactions during the year ended 31 March HERARABBREITLBRA 2 EE) BHEZTT
2005 with reference to the above movements in the Company’s AF=A=+—HIEFERARZBMMT:
issued ordinary share capital is as follows:
Issued Share
Number share premium
Notes of shares capital account Total
HizE BREBE CDRITRE RORER st
‘000 HK$'000 HK$'000 HK$'000
FAR FET FAET F#E
At 1 April 2004 RZZTZEMEMA—H 200,000 2,000 19,354 21,354
Issue of new shares BITHAR (i), (i) 140,000 1,400 147,000 148,400
Conversion of the R AR R (iii)
Convertible Note 87,000 870 206,190 207,060
227,000 2,270 353,190 355,460
Share issue expenses f&nE178 A - = (12,612) (12,612)
At 31 March 2005 RZZEZTRF
=A=+—H 427,000 4,270 359,932 364,202
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The Company operates a share option scheme (the “Scheme”) for
the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Eligible participants of the Scheme include the
Company’s directors, including independent non-executive
directors, other employees of the Group, suppliers of goods or
services to the Group and customers of the Group. The Scheme
became effective on 6 August 2003 and, unless otherwise cancelled
or amended, will remain in force for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount equivalent,
upon their exercise, to 10% of the shares of the Company in issue
at any time. The maximum number of shares issuable under share
options to each eligible participant in the Scheme within any 12-
month period is limited to 1% of the shares of the Company in
issue at any time. Any further grant of share options in excess of
this limit is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to independent non-executive directors’ approval in
advance. In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their associates, in excess of 0.1% of the
shares of the Company in issue at any time or with an aggregate
value (based on the price of the Company’s shares at the date of
the grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general
meeting.

The offer of a grant of share options may be accepted within 21
days from the date of the offer upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise period
of the share options granted is determinable by the directors, and
commences after a certain vesting period and ends on a date which
is not later than five years from date of the offer of the share
options or the expiry date of the Scheme, if earlier.

ARRlRA —BBREE ([&er8ll) -5 &R
HAEERINELEEMERNEBRSEALR
HEB N RE -ZENAER2BALBEAR
AEE (BREITES) AKEEMES
AEEERARGHERRARERF Zt8lA
“ET=F)\ARBRER BRI STEURRIE
71 BRI %Al B B R 10F RA R

B RIEZA BEAER L ARITRBRESRE
TR &2 MEBEAERARRREFAERE
IR 10% ° PMER+ & A R A RIREA
AR EEEA ER2EATETHORNE
B &Z P EHBEARR AR EAIRRE H1TRO
1% ° E— IR M ETREZ R BB AR
BERAE ISR AL A

2N A E B 1 THUAREY ok 2= B A% 3R sl i ST {aT gt
BATE L ERE HEEERGEL I TES
HotE bSO MR+ — {8 A BRI A - (R AN A | =
ERR B IERTITE BN F A BA T
YRR RGAE - BB A A RIS R B BT D
0.1%HEFEEEBARRREFERERLRR
5,000,000/ 7T BIIZEH AL AR R 2 BRI AR #E
i

RERHOBEREAINERE AL 21 KRR
BAXMNAEKNBETRBARBRER-FRHE
BENTERRESEE NE THRBHRAR:
WRNER 2R B 2 B R F sakat
ZEm AR T B H4E
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The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the Stock
Exchange closing price of the Company’s shares on the date of the
offer of the share options; (ii) the average Stock Exchange closing
price of the Company’s shares for the five trading days immediately
preceding the date of the offer; and (iii) the nominal value of the
Company's shares.

No share options have been granted under the Scheme as at 31
March 2006 or up to the date of approval of these financial
statements.

Share options do not confer rights on the holders to dividends or
to vote at shareholders’ meetings.

Group

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on page 55 of the financial
statements.

The capital reserve of the Group represents the difference between
the aggregate of the nominal value of the share capitals of the
subsidiaries acquired by the Company pursuant to a group
reorganisation in August 2003, over the nominal value of the share
capital of the Company issued in exchange therefor and the existing
1,000,000 shares of HK$0.01 each credited as fully paid, at par.

In accordance with the relevant PRC regulations, subsidiaries
registered in the PRC are required to transfer 10% of their profits
after tax, as determined under the PRC accounting regulations, to
the statutory surplus reserve, until the balance of the reserve reaches
50% of their respective registered capitals. Subject to certain
restrictions as set out in the relevant PRC regulations, the statutory
surplus reserve may be used to offset against accumulated losses.
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Company AT
Share
premium Capital Retained
Notes account reserve profits Total
fis RARERR ERfRE R =T 45T
HK$000 HK$'000 HK$'000 HK$'000
FEr FEr FEx FEx
(Note)
e
At 1 April 2004 —ETMFEMNA—H 19,354 43,088 491 62,933
Issue of new shares BT 25 147,000 - = 147,000
Conversion of the Convertible XA #IGZE
Note 25 206,190 - - 206,190
Share issue expenses BITRHE R 25 (12,612) = = (12,612)
Profit for the year F N 11 - - 41,433 41,433
Interim 2005 dividend “ETRFPERE 12 - - (15,300) (15,300)
Proposed final 2005 dividend — #k —ZTTRFREKRE 12 = = (25,620) (25,620)
At 31 March 2005 and RZEEREF
at 1 April 2005 =—A=+—8k
—EERFNHA—H 359,932 43,088 1,004 404,024
Profit for the year F N 11 - - 54,172 54,172
Interim 2006 dividend “EERNFHHRE 12 - - (25,620) (25,620)
Proposed final 2006 dividend — ¥k —ZTT SERERE 12 = = (25,620) (25,620)
At 31 March 2006 —EERF=A=+—H 359,932 43,088 3,936 406,956
Note: Biat:

The capital reserve of the Company represents the excess of the then
consolidated net assets of the subsidiaries acquired by the Company
pursuant to the same reorganisation over the nominal value of the share
capital of the Company issued in exchange therefor. Under the Companies
Law of the Cayman Islands, the capital reserve may be distributed to the
shareholders of the Company, provided that immediately following the
date on which the 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.
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BRAEEZ ZERE-RIEFSHE R A% BN E A 2K
TARARR R RFEEZ RS AR AR aw
BRE(EER H 5 E 5 2IHER



EAGLE NICE (INTERNATIONAL) HOLDINGS LIMITED ANNUAL REPORT 2006

(31 March 2006)
(R=FEXF=A=+—A)

(a)

(b)

Disposal of subsidiaries () HEMEAHR
2006 2005
ZEERF ZETHF
HK$'000 HK$°000
FET FHT
Net assets disposed of: BEEHEEFE:
Cash and bank balances R e RIRITHERR - 31
Satisfied by: XA
Cash e - 31
There was no net inflow or outflow of cash and cash REBEE_TZRF=A=1T—HIFE I
equivalents in respect of the disposal of subsidiaries for the EANEMNBAREEFNReRE2SE
year ended 31 March 2005. BB RASRH F R
The subsidiaries disposed of had no significant contribution EEEMBARYASENEE _TTOF
to the Group’s consolidated revenue or profit after tax for the = R=T—BILFEZHFEE EE WA RT
year ended 31 March 2005. &R A M BT R
Major non-cash transaction (b) FEHRERS

During the year ended 31 March 2005, 87,000,000 ordinary
shares of HK$0.01 each in the Company were issued at a
price of HK$2.38 per share, amounted to HK$207,060,000
in total, pursuant to the conversion terms, rights and
conditions of the Convertible Note issued by the Company to
Great Pacific.

The Group did not have any significant contingent liabilities not
provided for at the balance sheet date (2005: Nil).

As at 31 March 2006, the Company has given corporate guarantees
to banks to the extent of HK$163,600,000 (2005:
HK$163,600,000) for banking facilities granted to certain
subsidiaries of the Company, which were not utilised at the balance
sheet date.

HE_ZTERF=A=+—ALFE AR
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The Group leases certain of its factories under operating lease AEERBCEHELZHHEESETHRE #EZ
arrangements, with leases negotiated for terms ranging from one HEANF—ZENFIE.
to four years.

At the balance sheet date, the Group had total future minimum REEABERA RNEBR I AIREELEHERT
lease payments under non-cancellable operating leases falling due ZARREIEF S BREAER THIEARE
as follows:
2006 2005
—ETRE “ZTThHF
HK$'000 HK$'000
FET FHET
Within one year —F R 1,318 3,624
In the second to fifth years, inclusive E_FEERF (RIEERWF) - 1,930
1,318 5,554
In addition to the operating lease commitments detailed in note R = SCPfEE307FF 2 £ S EAIEIN REERE
30 above, the Group had the following capital commitments at EABERAZEREENT:

the balance sheet date:

2006 2005
TEBEXRE —ZEThF
HK$’000 HK$'000
FET FET

Contracted, but not provided for: EHEEESEGE
Acquisition of the New Production Plant BEFRE - 53,939
Construction in progress fERTHE - 6,926
Purchases of computer equipment (note 32) BEEMRE (Wit32) 1,861 -
Acquisition of Multi-purpose Building* g% Risg T~ 5,346 -
7,207 60,865

Authorised, but not contracted for: EREERARFTL:
Leasehold improvements HEMEEE 2,223 -
Construction in progress fERTHE - 39,416

2,223 39,416
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(e

As at 31 March 2006, the unpaid consideration for the Multi-purpose
Building amounted to RMB5.56 million (approximately HK$5.34
million). Subsequent to the balance sheet date, in April 2006, an
instalment of RMB5 million (approximately HK$4.8 million) was paid.
The remaining balance is payable as to RMB560,000 (approximately
HK$538,000) after the issuance of the Real Estate Title Certificate of
the Multi-purpose Building by the relevant PRC authorities.

The Company did not have any significant commitments at the
balance sheet date (2005: Nil).

(ii)

In May 2005, a subsidiary of the Company entered into a
contract with Pou Yuen Technology Company Limited (“Pou
Yuen”), a subsidiary of Yue Yuen Industrial (Holdings) Limited,
a substantial shareholder of the Company, for purchasing a
computer system of HK$2,895,000. The consideration was
determined after arm’s length negotiation.

Up to the balance sheet date, aggregate instalments of
HK$1,034,000 had been paid by the Group and such amount
was classified as non-current assets under “Prepayments and
deposits for property, plant and equipment”, as further
detailed in note 16 to the financial statements. The unpaid
balance of HK$1,861,000 had been included as commitment
as detailed in note 31 to the financial statements.

The directors are the key management personnel of the Group.
Details of their remunerations are disclosed in note 8 to the
financial statements.

RZZETRFE=ZA=+—H8 ZABEFTZRMAR
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(ii)
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The Group’s principal financial instruments comprise cash and short
term deposits. The Group has various other financial assets and
liabilities such as accounts and bills receivable and accounts and
bills payable, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are
cash flow interest rate risk, foreign currency risk, liquidity risk and
credit risk. The board of directors reviews and agrees policies for
managing each of these risks and they are summarised below.

Cash flow interest rate risk
The Group has no interest-bearing borrowings, and believes its
exposure to cash flow interest rate risk is minimal.

Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise from substantial portion of sales or purchases by operating
units in US dollars and RMB. The Group is exposed to foreign
exchange risk arising from the exposure of US dollars and RMB.
Considering that there is insignificant fluctuation in the exchange
rates of US dollars and RMB against Hong Kong dollars, the Group
believes its exposure to exchange rate risk is minimal.

The Group currently does not have a foreign currency hedging
policy. However, the management monitors the foreign exchange
exposures and will consider hedging the significant foreign currency
exposures should the need arise.

Liquidity risk

The Group maintains a balance between continuity of funding and
flexibility through maintaining sufficient cash and available banking
facilities. The directors have reviewed the Group’s working capital
and capital expenditure requirements and determined that the
Group has no significant liquidity risk.

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to trade
on credit terms are subject to credit verification procedures. In
addition, receivables balances are monitored on an ongoing basis.

Since the Group trades only with recognised and creditworthy third
parties, there is generally no requirement for collateral.
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As further explained in notes 2.2 and 2.4 to the financial statements, WNEA TS SRR B 5E2. 2 22 AR R - FR PA AN S B BR AN
due to the adoption of new and revised HKFRSs during the current A REERT BB I B S 22 B R R A0S
year, the accounting treatment and presentation of certain items TIER RAEsR 2 St RIBH AR 2HmAALERT
and balances in the financial statements have been revised to ARFE B BRFTRE - R AR BELR S TREFE
comply with the new requirements. Accordingly, certain prior year AR ATHREEMEEN D ERES AR
adjustments have been made and certain comparative amounts ERFENERRE T A

have been reclassified and restated to conform with the current
year’s presentation and accounting treatment.

The financial statements were approved and authorised for issue MBHREREN_EZRFLA T \AEES=SH
by the board of directors of the Company on 18 July 2006. AT
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