Following the completion and commission of one of the two steam
and electricity co-generation facilities constructed by the Group at
the end of January, 2002, part of thermal power costs can be
saved. In addition to the garment manufacturing facilities in
Indonesia operated by K.L.W. Limited, a subsidiary of the Group, a
small scale garment manufacturing factory was set up in Dongguan
in line with the accession of the PRC into the WTO, which serves as
a foundation for the Group’s future development of garment
operations in the PRC. The Group has also formally established its
first cotton spinning mill, by acquiring the production equipment of a
former leased cotton spinning mill, and further strengthened the
management on the internal production of yarn.

Although the US economy still appears weak, there have been
remarkable improvements based on recently published data. It is
expected that there will be signs of improvements in the overall
economic environment by the end of the year. The Group has
devoted its efforts during the past few years to reduce debts, to
undergo production process re-engineering, to enhance its
productivity and to improve its steam and electricity co-generation
facilities, it is now in a favorable position to be benefited from the
economic recovery of the US. The accession of the PRC into the
WTO will bring more business opportunities to the Group. The
Group is now considering focusing on the development of the PRC
market to expand its business.
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