Report of the Directors & & & i &

The directors herein present their annual report and the audited

financial statements of the Company and the Group for the year

ended 31 March 2001,
Principal Activities

The Group's principal activities during the year consisted of the
production, dyeing and sale of knitted fabric and yarn, the
retailing and distribution of casual apparel and accessories, the
provision of repair and mainfenance services for motors and
generators, the trading of generators and the provision of
franchise services. There was no change in the nature of the

Group's principal activities during the year.

The principal activity of the Company is investment holding.
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Report of the Directors & 5 & 3 & (continued #)

Segmental Information

The Group's turnover and profit from operating activities are

predominately derived from activities in the People’s Republic of

China [the "PRC"), including Hong Kong.

An analysis of the Group's tumnover and profit from operating
activities by principal activity for the year ended 31 March

2001 is as follows :
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2001 2000 2001 2000

HK$’000 HK$'000  HK$’000 HK$'000
B¥FT ERETT EEFT  EETI

By principal activity: TEXRH:

Production, dyeing and sale of knitied fabric ~ #t &0 2 Z #1 R B 3

Production, dyeing and sale of yam RO ZEHRER

Retailing and distribution of casual apparel ~ BRR R &2 T &
and accessories ko #

Repair and maintenance services for motors RERBERZIEE
and generators, and trading of generators RERHELTH

Franchise income SR T PN

1,886,215 10605758 327,215 244,186
706,385 418,796 82,804 41,568

1,682,424 1,030,751 68,524 34,272

24,787 25,247 (1,908) (2,952)
9,625 12,232 3,840 3,807

Tofal =X

4,309,436 3092784 480,475 320,881




Report of the Directors ¥ & & 3 & (continued )

Results and Dividends

The Group's profit for the year ended 31 March 2001 and the
state of affairs of the Company and the Group at that date are

set out in the financial statements on pages 49 to 116.

An inferim dividend of HK6.0 cents per share was paid on 12
February 2001. The direcfors recommend the payment of a final
dividend of HK9.0 cents per share in respect of the year, to
shareholders whose names appear on the register of members
on 28 August 2001. This recommendation has been

incorporated in the financial statements.
Summary Financial Information

The table below summarises the results and the assefs and
liabilities of the Group for the last five financial years, as
extracted from the published audited financial statements and

reclassified as appropriate.
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Report of the Directors & & 3 & (continued &)

Summary Financial Information (coniinued) MERHEBE )
RESULTS E S|
Year ended 31 March
BHE=A=t+-HLEE
2001 2000 1999 1998 1997
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
BT BB BT EETT BETFT
TURNOVER EXE 4,309,436 3,092,784 2725293 2,811,580 1,805,104
PROFIT FROM OPERATING
ACTIVITIES #FRBAN 480,475 320,881 248,956 315,194 295,314
Share of profit of an L =N
associafe i A 56,299 30,685 12,382 6,823 —
Finance costs MGEER (6,229) (22,963) (51,327) (62,037] (32,708)
PROFIT BEFORE TAX RRmasH 530,545 328,603 210,011 259,980 262,606
Tax HA (59,089) (27,011) (19,414) (25,804) (17,685)
PROFIT BEFORE FHOBER
MINORITY INTERESTS ERWaH 471,456 301,592 190,597 234,176 244,921
Minority inferests DR R (7,568) = = 24,259 (623)
NET PROFIT FROM ORDINARY
ACTIVITIES ATTRIBUTABLE BRREEES
TO SHAREHOLDERS RERTBHE 463,888 301,592 190,597 258,435 244,298




Report of the Directors ¥ & & 3 & (continued )

S 'mEeEm
Summary Financial Information (coniinued) MERHEBE )
ASSETS AND LIABILITIES & 5 & &
As at 31 March
R=A=+-H
2001 2000 1999 1998 1997
HK$'000  HK$'000  HK$000  HK$000  HK$000
E®TT ERTT ERTT BRI EETR
TOTAL ASSETS wEAE 2,540,375 2,034,191 1,867,367 2,009,612 1,558,050
TOTAL LIABILITIES AfERE (960,974)  (723,284)  (753,238) (1,020,387 (741 ,685)
MINORITY INTERESTS PHEEEE (8,046) 1478) 2,522 2600 [21,659)
NET ASSETS REPE 1,571,355 1310429 1116651 991,825 794706
Fixed Assets and Investment Properties EERERBRRME

Details of movements in the fixed assets and investment
properties of the Group are set out in notes 11 and 12 fo the

financial statements, respectively.

Subsidiaries and Associate

Particulars of the Company's principal subsidiaries and the
Group's associate are set out in notes 27 and 15 to the financial

statements, respectively.

Bank Loans and Overdrafts

The amounts of bank loans and overdrafts of the Company and
the Group at 31 March 2001 are set out in notes 21 and 22 to

the financial statements, respectively.
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Report of the Directors & 5 & 3 & (continued #)

Share Capital and Share Options

Details of movements in the share capital and share options of
the Company during the year and subsequent to the balance
sheet date, together with the reasons therefor, are set out in note

25 to the financial statements.

There are no provisions for pre-emptive rights under the
Company's Bye-laws or the laws of Bermuda which would
oblige the Company fo offer new shares on a pro-rata basis to

existing shareholders.
Reserves

Details of movements in the reserves of the Company and the
Group during the year are set out in note 26 fo the financial

statements.
Distributable Reserves

At 31 March 2001, the Company's reserves available for cash
distribution and/or distribution in specie amounted to
HK$425,918,000. In addition, the Company’s share premium
f HK$305,960,000 may be distributed

in the form of fully paid-up bonus shares.

account,in the amount o

Major Customers and Suppliers

n the year under review, both purchases and sales from/to the
five largest suppliers/customers accounted for less than 30% of

the total purchases and sales for the year.
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Report of the Directors & 5 & 3 & (continued #)

Major Customers and Suppliers (confinued)

No directors, their associates, or shareholders which to the
knowledge of the directors owned more than 5% of the
Company's share capital, had any interest in the above five

largest customers or suppliers.
Directors
The directors of the Company during the year were:

Executive Directors
Poon Bun Chak
Poon Kai Chak
Poon Kei Chak
Poon Kwan Chak
Ting Kit Chung

Independent Non-executive Directors
Au Son Yiu
Cheng Shu Wing

In accordance with the Company's Bye-laws, all existing
directors will refire and, being eligible, will offer themselves for

re-election af the forthcoming Annual General Meeting.

Emoluments of directors and the five highest paid

employees

Details of the directors’ emoluments are set out in note 5 to the

financial statements.

The five highest paid individuals employed by the Group during
the year were all directors, defails of whose remuneration are set

out in note 5 to the financial statements.
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Report of the Directors & 5 & 3 & (continued #)

Employees

As at 31 March 2001, the Group had approximately 496
employees in Hong Kong, as well as 9,151 and 462
employees in the PRC and Taiwan, respectively. The Group

remunerates its employees largely based on industrial practice.
Retirement Benefits Scheme

Details of the refirement benefits scheme of the Group and the
employer’s contributions charged to the profit and loss account
for the year are set out in notes 2 and 4 fo the financial

statements, respectively.
Directors’ Service Contracts

The service contracts entered into between the Company and
each of the following directors may be terminable by either party
by giving not less than three months’ written notice or

compensation in lieu.

Poon Bun Chak
Poon Kai Chak
Poon Kei Chak
Poon Kwan Chak
Ting Kit Chung

Save as disclosed above, no director proposed for re-election at
the forthcoming Annual General Meeting has a service confract
with the Company which is not determinable by the Company
within one year without payment of compensation other than

statutory compensation.
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Report of the Directors ¥ & & 3 & (continued )

Directors’ Interests in Contracts

Save as disclosed in note 32 to the financial statements, no
director had a material inferest in any confract of significance to
the business of the Group to which the Company, its holding

company or any of ifs subsidiaries was a party during the year.

Biographical Details of Directors and
Senior Management

Executive Directors

Mr. Poon Bun Chak, aged 53, is the chairman and managing
director overseeing the planning, organisation and development
of the Group. He founded the Group in 1975 and has more

than 26 years’ experience in the textile field.

Mtr. Poon Kai Chak, aged 51, is a younger brother of Mr. Poon
Bun Chak. He joined the Group in 1980 and has more than 21
years' experience in the industry. He is responsible for the

knitting operations of the Group.

Mtr. Poon Kei Chak, aged 49, is a younger brother of Mr. Poon
Bun Chak. He joined the Group on its establishment in 1975
and has more than 26 years' experience in the field. He looks
after the dyeing operations and assists in the overall

management of the Group.

EEShiEG

BRI RRMENBREEI  SEERFAM
BEARRA  HERDRXMBRRRRTZ
ERERROREBEENER -

ESREREEAREE

BRTES

EWRELE BTSH TRREFQEE
EEEEAEEI AN BRREE - HH—
NEREMRAEE  FAER-+AEHHRE
g -

BERAE At BWELEZRSD -
BR—NANEEMALER  HHEE_+—F
RT%ERR REEEAEBRBHEY -

BRERE DNTAR BWERLEZES -
BR—NERAEAKEEUKMALEE - %
AR+t AFHBELR BEEEBEER
MBI EEARE—REH



Report of the Directors & 5 & 3 & (continued #)

Executive Directors (continued)

Mr. Poon Kwan Chak, aged 55, is the elder brother of Mr. Poon
Bun Chak. He joined the Group in 1976 and has more than 25
years' related experience. He is responsible for the Group's

merchandising and sales management.

Mr. Ting Kit Chung, aged 45, is responsible for the general
administration and financial management of the Group. He
joined the Group in 1991 and has more than 10 years' banking
experience. He holds a Bachelor of Arts degree from the

University of Hong Kong.

Independent Non-executive Directors

Mr. Au Son Yiu, aged 56, is a registered investment adviser and
has exfensive experience in the securities industry. He is a
dealing director of Realink Securities Limited, a director of China
Point Stock Brokers Limited and | & P Securities limited, a
consultant to Dao Heng Securities Limited, and a non-executive
director for several public companies listed on The Stock
Exchange of Hong Kong Llimited (the “Stock Exchange”). In
addition, he is an ex-deputy chairman of the Hong Kong
Securities Clearing Company Llimited [1992-1994) and an ex-
council member of the Stock Exchange (1988-1994.

Mr. Cheng Shu Wing, aged 51

Capital Limited. He holds a Bachelor of Business Administration

. is a director of Worldvest

degree from the Chinese University of Hong Kong and has more
than 25 years’ experience in the banking and securities

industries in Hong Kong.
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Report of the Directors & 5 & 3 & (continued #)

Senior Management

Mr. Chan Min, aged 46, is a director of the Group’s refail
operations. He is a graduate of Hong Kong Polytechnic (now
Hong Kong Polytechnic University) and is a member of the British
Computer Society. Prior to joining the Group in 1996, Mr. Chan
had more than 13 years' experience as a business and

management information consultant in the refail industry.

Mtr. Chan Chi Hon, aged 39, joined the Group in 1997 and is
the Group’s financial controller and company secretary. Mr.
Chan holds a master’s degree in commerce from the University
of New South Wales,Australia, and is a fellow member of the
Hong Kong Society of Accountants and a certified practising
accountant of the CPA Australia. He has more than 14 years'

experience in auditing and accounting.

Mr. Chau Kuen Kai, aged 43, is a factory manager of the
knitting operations of the Group. He joined the Group in 1979

and has more than 21 years' experience in the knitting industry.

Mr. Fung Wai Lun, aged 44, is a director of the Group's retail
operations. Before joining the Group in 1996, Mr. Fung had

more than 20 years' experience in the refailing industry.

Mr. Hon Siu Kit, aged 41, is an associate director of Nice
Dyeing Factory limited, a subsidiary of the Group engaged in
the sale of finished knitted fabric. He joined the Group in 1993

and has more than 23 years' experience in the fextile industry.

Ms. leung Mei Yin, aged 36, is an associate director of Nice
Dyeing Factory limited, a subsidiary of the Group engaged in
the sale of finished knitted fabric. She joined the Group in 1990

and has more than 15 years' experience in the fextile industry.
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Report of the Directors & & 3 & (continued &)

Senior Management (confinued)

Mr. ling Man, aged 48, is a factory manager of the yarn
dyeing operations of the Group. He joined the Group in 1998
and has more than 25 years' experience in the dyeing and

finishing industry.

Mr. Liu Ying Che, aged 36, is a factory manager of the fabric
dyeing operations of the Group. He joined the Group in 1989
and has more than 17 years' experience in the dyeing and

finishing industry.

Mr. Ting Kit Hung, aged 49, is a director and chief executive of
the Group'’s motor and generator services operations in the PRC.
Mr. Ting is an associate member of the Institute of Motor
Industry, the Chartered Institute of Transport and the British
Institute of Management. He also holds a Master of Business
Administration degree from the University of East Asia, Macau.
He joined the Group in 1995 and has more than 31 years'
experience in the mofor indusiry. He is the elder brother of Mr.

Ting Kit Chung.

Mr. Wong Tung Yiu, aged 46, is an associate director and
general manager of Nice Dyeing Factory limited, a subsidiary
of the Group engaged in the sale of finished knitted fabric. He
joined the Group in 1994 and has more than 27 vyears'

experience in the fextile industry.
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Report of the Directors & 5 & 3 & (continued #)

Directors’ Interests in Share Capital

At 31 March 2001, the interests of the directors and their
associates in the share capital of the Company and its
associated corporations, as recorded in the register maintained
by the Company pursuant to Section 29 of the Securities

(Disclosure of Interests) Ordinance ("SDI Ordinance”], were as

EEChFER

TT—F-A=1+—8 " BEEH(DHE
=) 1601 ([RFRERIES) 206 B EmMBEARR
AEFZREGMACHESESRABEBAS
BEBZARAREMERNR 2R AN
T

follows:
Number of shares held and nature of interest
FEFLFARMBEREGHE
Personal Family Corporate
interests interests interests Total
Name of director EEgs BAER RERR NRER &t
Poon Bun Chak B E Note 33,720,000 234,800,104 571,200,000 839,720,104
Poon Kai Chak BEE fizt 6,502,800 = = 6,502,800
Poon Kei Chak B E 27,377,200 = = 27,377,200
Poon Kwan Chak HE 9,442 800 — — 9,442 800
Ting Kit Chung THRE 6,500,000 = = 6,500,000
Au Son Yiu R 48 400,000 = = 400,000
Cheng Shu Wing S 300,000 = = 300,000
84,242,800 234,800,104 571,200,000 890,242,904

Note: 234,800,104 shares are owned by Farrow Star Limited, which is
wholly-owned by Perfection Inc. as frustee for The Evergreen Trust, a
discretionary frust, the objects of which include the family members of
Mr.Poon Bun Chak. These shares are held as family inferests under the

SDI Ordinance.

571,200,000shares are owned by Giant Wizard Corporation in
which Farrow Star Limited has an 87.51% equity inferest, and are held
as corporate interests under the SDI Ordinance. A 12.4% inferest in
Giant Wizard Corporation is owned by Mr. Poon Kai Chak, Mr.Poon
Kei Chak and Mr.Poon Kwan Chak.

Krat © 234,800,104 &3 B Farrow Star limited 5 4 -
il Perfection Inc. BILA The Evergreen Trust Z & A
ST E%EA Farrow Star limited * Z2EEFTEZ
R AOEEWELECRKEKRE - BEARER
Bhl - ZEROBRARGERFESR °

71,200,0008% i3 &1 Farrow Star limited #EA
87 51%RA# 3 2 Giant Wizard Corporation #
B RELARESEY  BRAAREERA
Giant Wizard Corporation 2 12.4%%# & i1 & (£ 2
FEERELEREDRLEES



Report of the Directors & & 3 & (continued &)

Directors’ Interests in Share Capital

[continued)

Save as disclosed above, none of the directors, or their
respective spouses or children under 18 years of age or any of
the chief executives or their associates, had any personal, family,
corporate or other interests in the share capital of the Company
or any of its associated corporations, as defined in the SDI

Ordinance.
Directors’ Rights to Acquire Shares

Apart from the share option scheme as defailed below under the
heading “Share Option Scheme” and in note 25 fo the financial
statements, at no time during the year was the Company or any
of its subsidiaries a party to any arrangement to enable the
Company's directors, their respective spouses, or children under
18 years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body

corporate.

Substantial Shareholders

At 31 March 2001, no person, other than Mr. Poon Bun Chak,
whose inferests are set out above, had any inferest in the share
capital of the Company that was required to be recorded under

Section 16(1) of the SDI Ordinance.
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Report of the Directors & 5 & 3 & (continued #)

Purchase, Redemption or Sale of Listed
Securities

Apart from the particulars of the repurchases of shares by the
Company as sef out in note 25 to the financial statements,
neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company's listed securities during

the year.

Particulars of the repurchases of shares by the Company after the

year end are set out in note 25 fo the financial statements.
Connected Transactions

As at 31 March 2001, Nice Dyeing Factory Limited, a wholly-
owned subsidiary of the Company, provided advances of
HK$297,291,000 to Baleno Kingdom Limited, a non-wholly-
owned subsidiary of the Company, at prime rate minus 1.25%
per annum. The advances are unsecured and have no fixed
terms of repayment. The principal purpose of these advances is

to finance the non-wholly-owned subsidiary’s operations.

Subsequent to the balance sheet date, Baleno Kingdom Lid.

repaid partially the above advances mainly by bank borrowings.
On 18 July 2001
HK$230,888,000.

. the above advances were reduced to
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Report of the Directors & & 3 & (continued &)

Share Option Scheme R B &t &

On 15 July 1992, the Company adopted a share option R—ANZFLtA+ER  ARAHRMERE
scheme, the details of which are set out in note 25 to the E BEFBIENTBEBRERME2S o AF
financial statements. Details of options granted in prior years to EZRRBUHASMRTEST  EREZFA

the directors under this scheme are as follows: ERMT :
Number of share
options exercised
Number of Number of  from 1 April to
share options share options 18 July 2001
outstanding at Number of share  outstanding at E_B2-F
31 March 2000 options exercised 31 March 2001 MA—BE
E_ZZTZTHFE  during the year E_B2-F tA+I\H
Name of director =ZA=t+-H EFRNETE =ZA=t+-H BT
EXER WERENE MRRERE REENA WERENE
Poon Bun Chak EWE 29,000,000 = 29,000,000 =
Poon Kai Chak BEE 8,300,000 = 8,300,000 (1,000,000
Poon Kei Chak EEE 10,600,000 = 10,600,000 =
Poon Kwan Chak HE 3,300,000 — 3,300,000 —
Ting Kit Chung THRE 8,100,000 (2,000,000 6,100,000 (3,100,000
Au Son Yiu R 4 2 200,000 (200,000 = =
Cheng Shu Wing S 200,000 (200,000 = =

59,700,000 (2,400,000) 57,300,000 (4,100,000)




Report of the Directors & 5 & 3 & (continued #)

Audit Committee

Pursuant fo the Code of Best Practice, as set out in Appendix 14
of the Llisting Rules of the Stock Exchange, the Company
established an Audit Committee [the “Committee”) on 15th
March 1999. The members of the Committee comprise the two

independent non-executive directors of the Group, Mr. Au Son

Yiu and Mr. Cheng Shu Wing.

The terms of reference and duties have been laid down as a
guideline for the Committee. The principal duties of the
Committee include the review and supervision of the financial
reporting process and internal controls. During the year, the
Committee held two meetings to review the internal controls and
annual results and provide recommendations to the board of

directors.

Code of Best Practice

In the opinion of the directors, the Company complied with the
Code of Best Practice, as sef out in Appendix 14 of the Listing
Rules of the Stock Exchange, throughout the accounting period

covered by the annual report.
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Report of the Directors & & 3 & (continued &)

Auditors

Ernst & Young refire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming

Annual General Meeting.

ON BEHALF OF THE BOARD

Poon Bun Chak

Chairman

Hong Kong, 18 July 2001

&% BB

ZKEFREMEHAEMEE  EARBHRE
ERREAFAGLREEBRZZEM 2 RE

=

AEEE®
TE
BWE

'R —_ZE-FtAt/\H



