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The Directors have pleasure in presenting their first annual report
together with the audited financial statements of the Company
and of the Group for the year ended 31 December 2006.

Group Reorganisation and Listing

The Company was incorporated in the Cayman Islands on 13
December 2005 as an exempted company with limited liability
under the Companies Law, Cap. 22 (Law 3 of 1961, as combined
and revised) of the Cayman Islands.

On 14 August 2006, pursuant to a reorganisation to rationalise
the structure of the Group in preparation for the listing of the
Company’s shares on the Main Board of the Stock Exchange, the
Company acquired all of the equity interests in Win Hanverky
Sportswear Company Limited, Portico Group Limited, Corus
Investments Limited and Frankton International Limited through
share exchanges (the “Reorganisation”) and thereafter became
the holding company of the subsidiaries comprising the Group.
Further details of the Reorganisation are set out in note 1 to the
consolidated financial statements.

The Shares of the Company have been listed on the Main Board
of the Stock Exchange since 6 September 2006.

Principal Activities and Geographical Analysis of
Operations

The Group is principally engaged in the manufacturing and selling
of garment products, including sportswear, active and outer wear,
and related accessories. Sales are primarily under OEM
arrangement to customers in the US and Europe, and wholesale

and retail modes in the PRC and Hong Kong.

An analysis of the Group’s performance for the year by business
and geographical segments is set out in note 6 to the
consolidated financial statements.
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Results and Dividends

The results of the Group for the year ended 31 December 2006
are set out in the consolidated income statement on page 58 of
this report.

The Directors do not recommend a payment of final dividend for
the year ended 31 December 2006 as the Company was just
shortly listed in September 2006.

Reserves

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 23 to the consolidated
financial statements and in the consolidated statement of
changes in equity on pages 59 to 60 of this report, respectively.

Distributable Reserves of the Company

As at 31 December 2006, the Company’s reserves available for
distributions to shareholders of the Company were HK$1,181.1
million, comprising share premium of HK$623.9 million, share-
based payment reserve of HK$10.9 million, contributed surplus of
HK$528.3 million and retained earnings of HK$18.0 million.

Under the Companies Law of the Cayman lIslands, the share
premium reserve and the contributed surplus of the Company
may be distributed subject to the provision of the Company’s
Articles of Association and 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 debt as and when they
fall due in the ordinary course of business.

Share Capital

Details of movements in the share capital of the Company are set
out in note 22 to the consolidated financial statements.

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the
Group are set out in note 8 to the consolidated financial
statements.

Donation

During the year, the Group made charitable and other donations
totaling HK$1,192,000.
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Financial Summary

A summary of the results and of the assets and liabilities of the
Group for the last four financial years is set out on page 5 of this
report.

Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
Articles of Association and there is no restriction against such
rights under the laws of Cayman Islands where the Company is
incorporated, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

Purchase, Sale or Redemption of Securities

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities since
the listing date of the Company (i.e. 6 September 2006) up to 31
December 2006.

Directors

The Directors of the Company during the year and up to the date
of this report were:

Executive Directors
Mr. LI Kwok Tung Roy
Mr. LAI Ching Ping
Mr. CHEUNG Chi

Mr. LEE Kwok Leung
Mr. CHOW Chi Wai

(appointed on 20 February 2006)
(appointed on 20 February 2006)
(appointed on 20 February 2006)

Independent Non-Executive Directors

Mr. CHAN Kwong Fai (appointed on 18 April 2006)
Mr. KWAN Kai Cheong (appointed on 18 April 2006)
Mr. MA Ka Chun (appointed on 21 June 2006)
Mr. WUN Kwang Vincent (appointed on 18 April 2006)

In accordance with Article 86(3) of the Company’s Articles of
Association, all the Directors shall retire by rotation at the
forthcoming annual general meeting and, being eligible, offer
themselves for re-election.
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Directors’ and Senior Management’s Biographies

Biographical details of the Directors and the senior management
of the Group are set out on pages 23 to 27.

Directors’ Service Contracts

Each of the executive Directors has a service contract with the
Company for a term of three years and is subject to termination
by either party giving not less than six months’ written notice.
Under the service contracts, each of the executive Directors is
entitled to an annual discretionary management bonus in respect
of each complete financial year of the Group as the Board may
approve.

Each of the independent non-executive Directors does not enter
into any service agreements with the Company but has a fixed
term of office for three years.

Directors’ Interest in Contracts

No Director had a material interest, either directly or indirectly, in
any contract of significance to the business of the Group to which
the Company, its holding company or any of its subsidiaries was
a party during the financial year.
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EEMBEAQAAREEBLZER Directors’ Interests and Short Positions in the
? - HEROGBESNERZRAR  Shares, Underlying Shares or Debentures of the
Company and its Associated Corporations

RZBEAE+TZA=+-H BEZBEAD As at 31 December 2006, the interests and short positions of the
AREEELZE (EERFESFRBERA ([F Directors in the shares, underlying shares and debentures of the
SRBEMFRG]) EXVE) B HBEARGD R Company and its associated corporations (within the meaning of
BEF  BEREBEZSRBEHRMNEXVEE Part XV of the Securities and Futures Ordinance (“SFQ”)) which
IR BEMERRAARBEIMNER R K were notified to the Company and the Stock Exchange pursuant
E(EERERSRPEKIRERBEESS  to Divisions 7 and 8 of Part XV of the SFO (including interests
THEBEFIRAEENEERKXAR) & and short positions which any such director or chief executive
REFSRMERHEIGHFERELTRAAT was taken or deemed to have under such provisions of the SFO)
EENECMOERZRAAR BB LTHE  and were recorded in the register maintained by the Company
BFEEESFABENERARARERAHNE pursuant to section 352 of the SFO, or which were notified to the
EREBWT : Company and the Stock Exchange pursuant to the Model Code
contained in the Listing Rules, were as follows:

(a) XRBARBEE (a) Long positions in the Shares of the Company

RN

B

BoL

Approximate

Ko EAE percentage of

EEMS &4 Number interest in
Name of Director Capacity of Shares the Company
FEREE ZEHREES (FaE) 736,735,967 59.18%
Mr. LI Kwok Tung, Roy Interests in controlled company (Note)

BAEELE AR 24,000,000 1.93%
Mr. CHOW Chi Wai Personal interest

REEAE AR 12,000,000 0.96%
Mr. CHEUNG Chi Personal interest

FERELE [EPN % 2,400,000 0.19%
Mr. LEE Kwok Leung Personal interest

Btz - Note:

Z @ & % % % B Quinta Asia Limited Mr. LI Kwok Tung, Roy holds 70% of the issued share capital of
(MQuintal ) EBTRAT70% - BREE Quinta Asia Limited (“Quinta”). Mr. LI Kwok Tung, Roy has a
QuintafZHI R > REZFHFRBEKH controlling interest in Quinta and is therefore deemed to be
ZEREEREEAHES Quintafiis A0 & interested in Quinta’s interest in the Company for the purposes of the
MR - EEREFEERFFQuintaB B17 SFO. Mr. Lai Ching Ping, a Director, holds the remaining 30% of the
BRAEER30% » T 221,020,7908% B 43 issued share capital of Quinta (representing an indirect interest in
RS (BAEARARREN17.75%) ° 221,020,790 Shares or approximately 17.75% percentage

shareholding in the Company).
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(b) XARAMEBEE(EEREFRY

(b) Long positions in the Shares of Associated Corporations

ERG)HROER of the Company (as defined in the SFO)
AR EE
BEBQ
BoL
Approximate
percentage of
B EE RoEA interest in
EEpnE Associated 6% Number associated
Name of Director corporation Capacity of shares corporation
ZTERAEE Quinta (PN £ 7 70%

Mr. LI Kwok Tung, Roy Personal interest

REVEE Quinta (PN 35 3 30%

Mr. LAI Ching Ping

BREXFBEES  R-BEAFTZAZ
T-R EE THARAKEEENKME
AGREZAFERHB AR AREAEE
(ERRFZRBERPBXVE) R - 4
BRORGEFEMEZIALE -

Personal interest

Save as disclosed above, as at 31 December 2006, none of the
Directors, chief executive(s) or any of their respective associates
had any interest or short position, whether beneficial or non-
beneficial, in the shares, the underlying shares and debentures of
the Company and its associated corporations (within the meaning
of Part XV of the SFO).
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Substantial Shareholders’ Interests and Short
Positions in the Shares of the Company

As at 31 December 2006, as far as the Directors were aware, the
following persons (other than the Directors or chief executive(s) of
the Company) had interests or short positions in the Shares or
underlying Shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO or were recorded in the register required to be kept
under Section 336 of the SFO.

Interests in controlled corporation (Note)

AXRARRBER Long positions in the Shares of the Company

AR B ER

BHABEDH

Approximate

EHHE percentage of

Z1B g4 Number interest in

Name Capacity of securities the Company

Quinta BERER 736,735,967 59.18%
Beneficial interest

TSG (BVI) Limited ERER 67,069,636 5.39%
Beneficial interest

HTS Holding SEHARES (fE) 67,069,636 5.39%

Company Limited

Btz TSG (BVI) LimitedH 7 85%%# z H
HTS Holding Company Limitedi%
#l o

BREXFBBEEN R-BEAFTZA=
T—-B FRALEZEEAAL (RQFE
ERTHRABHRMN B REFEBARAR
DREBRONEZIAEMAREESR
HERGIEXVRBE2RID M2 EIANEARD
AHRER S R ERAIEIB6HRAETRA
AREFHNETH -
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Note: TSG (BVI) Limited is 85% controlled by HTS Holding
Company Limited.

Save as disclosed above, as at 31 December 2006, the Company
had not been notified by any person (other than the Directors or
chief executive(s) of the Company) who had interests or short
position in the shares and underlying shares of the Company
which were required to be disclosed to the Company under the
provisions of Division 2 and 3 of Part XV of the SFO or which
were recorded in the register kept by the Company under section
336 of the SFO.
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Pre-IPO Share Options

In recognition of the contributions made by employees and a
consultant of the Group towards its growth and success, on 10
May 2006, an aggregate of four Pre-IPO Share Options (the
exercise of which would entitle these grantees to an aggregate of
44,400,000 Shares, representing approximately 3.56% of the
issued share capital of the Company) have been granted by the
Company to, and accepted by, certain employees and the
relevant consultant. A full list of such grantees (being three
directors and one consultant) containing all the details in respect
of each option required under paragraph 10 of the Third Schedule
to the Companies Ordinance and Rule 17.02(1)(b) of and
paragraph 27 of Part A of Appendix | to the Listing Rules is set
out below:

EERDACHT

RHOTEER N3

PRERABRE BB

RETROHE Approximate

Number of Shares to percentage

be issued upon full of total issue
RRARBA exercise of the  share capital of  {TfF e
Grantee and Position Pre-IPO Share Option the Company Exercise Periods Exercise Price

REXE

HITEE 12,000,000 096% =ZETAFENAKA BREEMERI0%
Mr. CHEUNG Chi LW EATHE33% 30% discount to
Executive Director 33% upon Listing on Offer Price

6 September 2006

—ETLERA=TAH
HHEBFATRE3I%
33% on or after

30 June 2007

HBATR-ZENF
AAZTHREEAGTRE
Remaining on or

after 30 June 2008

2006 Annual Report
—EEREER



©

Win Hanverky Holdings Limited k & B ZKRER 2a

EEEHRE Report of the Dirégt
= Al e

HEARARE BT
2RITEER RAHEE
NHAERATERE BRES
FETROBE Approximate
Number of Shares to percentage
be issued upon full of total issue
ABRARBN exercise of the share capital of  1TfFH TEE
Grantee and Position Pre-IPO Share Option the Company Exercise Periods Exercise Price
BEEEE 24,000,000 1.93% Z—EEXFNAKEH RBEBITES0%
HITEE L R AT 25% 50% discount
Mr. CHOW Chi Wai 25% upon Listing to Offer Price
Executive Director on 6 September 2006
ZEZLFRAZ=TH
FEBA{TRE37.5%
37.5% on or after
30 June 2007
HBpARZEENE
AAZTHRERTE
Remaining on or
after 30 June 2008
ZEREE 2,400,000 0.19% =ZEXRFAARA BEE
HITEE L m KA 1T£33.5% At Offer Price
Mr. LEE Kwok Leung 33.5% upon Listing
Executive Director on 6 September 2006
“BREEAASHA
HEBZA{TE33.5%
33.5% on or after
30 June 2007
HBRATRZZENE
AAZTHEREETRE
Remaining on or
after 30 June 2008
Apex Link Enterprises Limited (%) 6,000,000 048% —EEXRFAARA BEF
LI HEATE At Offer Price
Apex Link Enterprises Limited Upon Listing
Consultant (Note) on 6 September 2006
st 44,400,000 3.56%

Total
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Note:

Apex Link Enterprises Limited (“Apex”) is a company which provides
management and consultancy services in Hong Kong. Apex has been
engaged by the Company as a consultant and has been granted certain
Pre-IPO Share Options for its provision of services to the Company.

According to the Pre-IPO Share Option Scheme, no additional
options will be granted under the Scheme. During the year ended
31 December 2006, no options were exercised or lapsed.

A summary of the principal conditions attached to the Pre-IPO
Share Options is set out below:

1. Consideration

A cash consideration of HK$1.00 has been paid by each
grantee of the Pre-IPO Share Options.

2. Option Period

Subject to other conditions as set out below, 10 years from
the date of the offer of the respective Pre-IPO Share Options
unless extended in writing by the Board (and approved by the
independent non-executive Directors) in its absolute
discretion. Each of the Pre-IPO Share Options (to the extent
not already exercised) shall lapse automatically at the end of
such option period.

3. Exercised Periods and Exercise Price

As set out in the table above.

4. Other conditions

The grant and/or exercise of each of the Pre-IPO Share
Options is subject to the following additional conditions:

(a) the Pre-IPO Share Option cannot be exercised within the
first six months after the commencement of dealings in
the Shares;

(b) any exercise of the Pre-IPO Share Option may be made
in part or in full subject to any further restrictions imposed
by the Company, the Stock Exchange and/or the Sponsor
as any of them see fit for the purposes of obtaining the
Stock Exchange approval to the listing of and permission
to deal in the Shares;

2006 Annual Report
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(c) any exercise of the Pre-IPO Share Option shall be further

(d)

(e)

()

(9)

su

bject to any guidelines issued by the Company from

time to time in order to ensure full compliance with the

Listing Rules;

the Pre-IPO Share Option is personal to the relevant

grantee and may not be transferred or assigned;

the Pre-IPO Share Option (to the extent not already
exercised) shall lapse at the expiry of the option period

as
fol

(i)

(i)

(iii)

described in paragraph 2 above or otherwise in the
lowing manner:

the grantee’s personal representatives (if any) may
exercise the Pre-IPO Share Option within 12 months
from his death, upon the expiry of which the Pre-IPO
Share Option (to the extent not already exercised)
shall lapse automatically unless extended by the
Board in its absolute discretion;

the grantee’s right to exercise the Pre-IPO Share
Option shall not be affected by his/its cessation of
employment, unless such cessation of employment
arises from any serious misconduct, bankruptcy or
conviction of any criminal offence involving integrity
or honesty, in which case the Pre-IPO Share Option
(to the extent not already exercised) shall lapse
automatically on the his/its last date of employment
with the Group;

if the grantee breaches any term or condition of the
Pre-IPO Share Option as described herein, the Pre-
IPO Share Option (to the extent not already
exercised) shall lapse automatically (unless
otherwise directed by the Board in writing in its

absolute discretion); and

the grantee of the Pre-IPO Share Option shall adhere
to any undertakings or restrictions that may be further
imposed on them by the Stock Exchange or the
Sponsor.

All Pre-IPO Share Option above remain outstanding as
at 31 December 2006. Apart from the above, no share
options were granted under the share option scheme,
exercised, cancelled or lapsed during the six months
ended 31 December 2006.
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Share Option Scheme

Pursuant to the written resolutions of the shareholders passed on
8 August 2006, the Company has established a share option
scheme (the “Scheme”) whereby the Board may, at their
discretion, invite any Directors, employees, consultants,
professionals, customers, suppliers, agents, partners or advisers
of or contractors to the Group (subject to the eligibility
requirements as set out therein) to take up options which entitle
them to subscribe for shares representing up to a maximum in
nominal value of 30% of the issued share capital of the Company
from time to time. The total number of shares available for issue
under the Scheme and any other schemes must not in aggregate
exceed 10% of the issued share capital of the Company as at the
Listing Date unless further shareholders’ approval has been
obtained. The total number of shares issued and to be issued
upon the exercise of the options granted and to be granted
(including both exercised and outstanding options) in any 12
months’ period up to the date of grant to a substantial
shareholder or an independent non-executive director or their
associates would not exceed 0.1% of the shares in issue or an
aggregate value of HK$5,000,000 unless further shareholders’
approval has been obtained; and to each other eligible person

would not exceed 1% of the shares in issue.

The purpose of the Scheme is to recognise and acknowledge the
contributions that eligible participants have made or may make to
the Group. It also provides the eligible participants with an
opportunity to acquire proprietary interests in the Company with a
view to (a) motivate the eligible participants to optimise the
performance and efficiency for the benefit of the Group; and (b)
attract and retain or otherwise maintain ongoing business
relationship with the eligible participants whose contributions are,
will or expected to be beneficial to the Group.
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The Scheme shall be valid and effective for a period of ten years
ending on 7 August 2016. The exercise price of options shall be
determined by the Board and shall not be less than the highest of
the closing price of the shares of the Company as stated in the
Stock Exchange’s daily quotations sheet on the date of grant of
the options and the average closing price of the shares of the
Company as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the date
of offer and the nominal value of a share of the Company. An
option may be exercised at any time during a period as the Board
may determine which shall not be more than ten years from the
date of grant of the option subject to the provisions of early
termination thereof.

The weighted average fair values of options granted in 2006
using the Black-Scholes valuation model (the “Model”) was
HK$0.45 per option. The Model was developed for use in
estimating the fair value of traded options that are fully
transferable. Such Model requires input of highly subjective
assumptions, including the expected stock price volatility.
Because the Company’s share options have characteristics
significantly different from those of traded goods, and because
changes in the subjective input assumptions can materially affect
the fair value estimate, the Model does not necessarily provide a
reliable measure of the fair value of the share options.

The accounting policy adopted for the share options is described
in note 22 to the consolidated financial statements.

As at 31 December 2006, no share options had been granted or
were outstanding under this scheme.

Management Contracts

No contract concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

Major customers and suppliers

Sales and purchases of the Group attributable to its major
customers and suppliers respectively for the year ended 31
December 2006 were as follows:

HHERDL ERBEAL

% of Sales % of Purchases

The largest customer/supplier 441 9.6
Five largest customers/suppliers 68.7 23.8
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Umbro Group and Oceanjade Corporation Limited, being
connected persons, is one of the five largest customers and
suppliers to the Group during the year ended 31 December 2006.
To the best knowledge and belief of the Directors, none of the
Directors, their associates or any Shareholder owning more than
5% of the issued share capital of the Company, has any interest
in any of the Group’s five largest customers or suppliers as
disclosed above.

Continuing Connected Transactions

Certain related party transactions, disclosed in note 34 to the
consolidated financial statements also constitute connected
transactions under the Listing Rules, required to be disclosed in
accordance with chapter 14A of the Listing Rules. The following
transactions between certain connected parties (as defined in the
Listing Rules) and the Company have been entered into and/or
are ongoing for which relevant announcements, if necessary, had
been made by the Company in accordance with the requirements
of the Listing Rules.

(A) Provision of sub-contracting services to Active and
Outerwear Business of the Group
Al-Aham Garment Manufacturing Co. Ltd (“Al-Aham”), a
wholly owned subsidiary of the Company, has been engaging
Diamond Needle Factory (Jordon) Co. Ltd (“Diamond
Needle”) as a sub-contractor for manufacturing components
of products bearing the brand of NYL since the second half of
the year 2004 due to the limitation in the production capacity
of our Group.

Mr. CHAN Kam Cheong (“Mr. Chan”) is the chief executive of
Al-Aham. Given that Diamond Needle is beneficially and
wholly-owned by Mr. CHAN'’s brother, Mr. CHAN Kam Chuen,
Diamond Needle is therefore an associate of Mr. Chan, and
hence a Connected Person.

The sub-contracting fee that has been paid or payable by our
Group to Diamond Needle amounted to HK$9,472,000 for the
year ended 31 December 2006, which was below the relevant
annual cap approved by the Stock Exchange as disclosed in
the Company’s prospectus dated 25 August 2006 (the
“Prospectus”).
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Distribution Business of the Group

The TSG Group has been leasing a portion of the property
complex located at no. 3 Tiansheng Road, Yunpu (Bayun)
Industrial Zone, Guangzhou, Guangzhou Province, the PRC
(“Guangzhou Properties”), to Guangzhou Bai Yuen Shan
Sportswear Company Limited (“Guangzhou BYS”), being an
indirect 75% owned subsidiary of our Company as at 31
December 2006, as our offices and warehouses since July
2004 before we acquired it in December 2004.

The TSG Group is owned and controlled by Mr. HO Kin Yeung
Samuel and his relatives. Given that Mr. HO Kin Yeung Samuel
was a director of certain members of the Group within the
preceding 12 months from the date of this annual report, the
TSG Group should be regarded as an associate of Mr. HO Kin
Yeung Samuel and therefore a Connected Person.

The rental expense that has been paid or payable by our
Group to the TSG Group amounted to HK$1,327,000 for the
year ended 31 December 2006, which was below the relevant
annual cap approved by the Stock Exchange as disclosed in
the Prospectus.

(C) Sales of UMBRO Products by Sportswear Distribution

Business of the Group to Win Sports Group

T&S HK has been supplying UMBRO Products to the Win
Sports Group pursuant to our Group’s distribution right under
the UMBRO Licence Agreement.

Prior to its subscription of an additional 25% interest in Win
Sports in 2007, the Win Sports Group was a group of
companies jointly owned and controlled by us and the TSG
Group as at 31 December 2006, which in turn owned and
controlled by Mr. HO Kin Yeung Samuel and his relatives.
Given that Mr. HO Kin Yeung Samuel was a director of
certain members of the Group within the preceding 12
months from the date of this annual report, the TSG Group is
therefore an associate of Mr. HO Kin Yeung Samuel and is
therefore a Connected Person.

Our sales of UMBRO Products to the Win Sports Group
amounted to HK$6,909,000 for the year ended 31 December
2006, which was below the relevant annual cap approved by
the Stock Exchange as disclosed in the Prospectus.
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(D) Purchases of fabrics by Active and Outwear Business of

the Group

Oceanjade Corporation Limited (“Oceanjade”) is one of the
suppliers of Rich Form (HK) Limited, a wholly-owned
subsidiary of our Company, for fabrics and related fabric-
samples (“Fabrics”) for the production of products bearing the
brand of NYL. We established a business relationship with
Oceanjade since 2001 and would like to continue our
relationship so long as Oceanjade is able to continue to
supply quality Fabrics at competitive pricing to us.

Given that Oceanjade is beneficially and wholly-owned by Mr.
Chan’s brother, Mr. CHAN Kam Chuen, and that Mr. Chan is
a chief executive of Al-Aham, an indirect wholly-owned
subsidiary of our Company, Oceanjade is therefore an
associate of Mr. Chan, and hence a Connected Person.

Our purchases of Fabrics from Oceanjade amounted to HK$
49,910,000 for the year ended 31 December 2006, which was
below the relevant annual cap approved by the Stock
Exchange as disclosed in the Prospectus.

(E) (i) Sales of products bearing UMBRO brand by

Sportswear Manufacturing Business to the Umbro
Group

In addition to being a licensed distributor of UMBRO
Products for the Umbro Group, we are also an authorised
supplier of the Umbro Group for products bearing
UMBRO brand for the Umbro Group’s distribution in the
EU. We, through, Win Hanverky Limited, our wholly-
owned subsidiary, has been supplying such products to
the Umbro Group since August 2004. To better allocate
our production resources and capacity and for cost
effectiveness, we engage independent third party
contractors for the manufacture of such products.

The Umbro Group is a substantial shareholder of a
subsidiary of our Company, hence it is a Connected
Person.

Our sales to Umbro Group amounted to HK$50,846,000
for the year ended 31 December 2006, which was below
the relevant annual cap approved by the Stock Exchange
as disclosed in the Prospectus.
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(E) (ii) Payment of royalty by Sportswear Distribution

Business to the Umbro Group for distribution of the
UMBRO Products

Pursuant to the UMBRO Licence Agreement, we
distribute various UMBRO Products in Hong Kong and
the PRC. These products are sourced from suppliers
approved by the Umbro Group directly or via an internet
platform operated by the Umbro Group (“Platform”). As
part of the UMBRO Licence Agreement, we pay, through
T&S HK and Guangzhou BYS, a wholly-owned subsidiary
of T&S HK, royalty to the Umbro Group for our
distribution of UMBRO Products in Hong Kong and the
PRC calculated in accordance with the terms set out
therein.

The Umbro Group is a substantial shareholder of a
subsidiary of our Company, hence it is a Connected
Person.

Our royalty to Umbro Group amounted to HK$52,642,000
for the year ended 31 December 2006, which was below
the relevant annual cap approved by the Stock Exchange
and announced to the public on 4 December 2006.

(F) Purchases of UMBRO Products by Sportswear

Distribution Business from the TSG Group

Due to the long established relationship with the TSG Group,
TSG Group, one of the Umbro Group’s approved suppliers
which is also an approved supplier on the Platform, has been
supplying UMBRO Products to each of T&S HK and
Guangzhou BYS for distribution pursuant to our Group’s
distribution right under the UMBRO Licence Agreement.

The TSG Group is owned and controlled by Mr. Samuel Ho
and his relatives. Given that Mr. Samuel Ho was a director of
certain members of the Group within the preceding 12
months from the date of this annual report, the TSG Group
should be regarded as an associate of Mr. Samuel Ho and
therefore a Connected Person.

Our purchases from the TSG Group amounted to
HK$23,694,000 for the year ended 31 December 2006, which
was below the relevant annual cap approved by the Stock
Exchange as disclosed in the Prospectus.
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(G) Sales by Sportswear Manufacturing Business to Win Gear

(Asia Pacific) Company Limited (“Win Gear”)

Win Hanverky Limited, a wholly-owned subsidiary of our
Company, has been supplying sportswear products, including
two active wear brands brought in by Win Gear (“Win Gear
Customers”) to Win Gear since 2004 by engaging third party
production facilities for Win Gear’s onsale to the Win Gear
Customers.

As Win Gear is 45% beneficially owned by Ms. TAM Shuk
Wai (“Ms. Tam”) and that Ms. Tam is a director of Win Gear
during the year under review, being our indirect 54.9% owned
subsidiary, Win Gear is an associate of Ms. Tam, and hence a
Connected Person.

Our sales to Win Gear amounted to HK$6,907,000 for the
year ended 31 December 2006, which was below the relevant
annual cap approved by the Stock Exchange as disclosed in
the Prospectus.

The Directors, including the independent non-executive
Directors, have reviewed the continuing connected
transactions made during the year ended 31 December 2006
and confirmed that these transactions were entered into:

(1) in the ordinary and usual course of business of the
Group;

(2) on normal commercial terms or on terms no less
favourable to the Company than terms available to or
from independent third parties;

(3) in accordance with each of the relevant agreements
governing them on terms that are fair and reasonable and
in the interests of the shareholders of the Company as a
whole; and

(4) have not exceeded the relevant maximum amount
capped in accordance to the waiver previously granted by
the Stock Exchange or previous announcement.

Pursuant to Rule 14A.38 of the Listing Rules, the Board
engaged the auditor of the Company to perform certain
factual finding procedures on the above continuing connected
transactions on a sample basis in accordance with Hong
Kong Standards on Related Services 4400 “Engagements to
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Perform Agreed-Upon Procedures Regarding Financial
Information” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has reported their factual
findings for the selected samples based on the agreed
procedures to the Board stating that:

(1) the selected samples of the transactions had been
approved by the Company’s Directors;

(2) the selected samples of the transactions in respect of
provision of goods or services by the Group were entered
into in accordance with the pricing policies of the Group;

(3) the selected samples of the transactions were entered
into in accordance with the terms of the agreements
governing such transactions; and

(4) such transactions, where applicable, did not exceed the
relevant caps in accordance to the waivers previously
granted by the Stock Exchange or previous

announcements.

Code on Corporate Governance Practices

The Company has applied the principles and complied with the
code provisions in the Code on Corporate Governance Practices
as set out in Appendix 14 of the Listing Rules throughout the
accounting period covered by this annual report. Principal
corporate governance practices adopted by the Company are set
out in the Corporate Governance Report on pages 28 to 33 of this
report.

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, throughout
the year ended 31 December 2006 and up to the date of this
report, the Company has maintained a sufficient public float of
more than 25% of the Company’s issued shares as required
under the Listing Rules.
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Auditor

The financial statements for the year ended 31 December 2006
have been audited by PricewaterhouseCoopers who will retire at
the forthcoming annual general meeting. A resolution will be
proposed at the forthcoming annual general meeting to re-appoint
PricewaterhouseCoopers as the auditor of the Company.

By order of the Board
LI Kwok Tung Roy
Chairman

Hong Kong, 11 April 2007
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