The directors has pleasure in presenting their report and the
audited financial statements of the Company and the Group for

the year ended 31 March 2003.

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 accessory, the
provision of franchise services, the provision of repair and
maintenance services for motors and generators, and the trading
of generators. There were no significant changes in the nature of

the Group's principal activities during the year.

The principal activity of the Company is investment holding.

RESULTS AND DIVIDENDS
The Group’s profit for the year ended 31 March 2003 and the
state of affairs of the Company and the Group at that date are set

out in the financial statements on pages 33 to 116.

An interim dividend of HK11.0 cents per ordinary share was paid
on 10 February 2003. The directors recommend the payment of a
final dividend of HK14.0 cents per ordinary share in respect of the
year, to shareholders on the register of members on 28 August
2003. This recommendation has been incorporated in the financial
statements as an allocation of retained profits within capital and

reserves section of the balance sheet.
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SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets, liabilities
and minority interests of the Group for the last five financial years,
as extracted from the published audited financial statements and

reclassified as appropriate, is set out below.
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RESULTS 5
Year ended 31 March
BE=ZR=1T—HLEE
2003 2002 2001 2000 1999
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
BETT EMFTT BEFT EBEFT BEFT

TURNOVER BEEH 5,198,585 4,720,333 4,309,436 3,092,784 2,725,293
PROFIT FROM OPERATING #EFEX#E &%

ACTIVITIES 618,734 531,418 480,475 320,881 248,956
Share of profit of FEALH & A R

an associate &= A 46,630 62,157 56,299 30,685 12,382
Finance costs B E A (2,787) (5,770) (6,229) (22,963) (51,327)
PROFIT BEFORE TAX FR#ReiidF 662,577 587,805 530,545 328,603 210,011
Tax i (37,926) (29,501) (59,089) (27,011) (19,414)
PROFIT BEFORE Kt O BBERERAN

MINORITY INTERESTS i Fl 624,651 558,304 471,456 301,592 190,597
Minority interests VPERRER (34,089) (28,197) (7,568) = =
NET PROFIT FROM BRRBEERER

ORDINARY ACTIVITIES BFBHE

ATTRIBUTABLE

TO SHAREHOLDERS 590,562 530,107 463,888 301,592 190,597
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ASSETS, LIABILITIES EE AFHA

AND MINORITY DHBRRER
INTERESTS
As at 31 March
®W=BR=+—H
2003 2002 2001 2000 1999
HK'000 HK$'000 HK$'000 HK$'000 HK$'000
BYETT BETT BETT BETT BETT
TOTAL ASSETS EERE 3,368,333 2,793,575 2,540,375 2,034,191 1,867,367
TOTAL LIABILITIES BfE@E (1,001,912)  (731,945)  (846,071)  (646,669)  (714,876)
MINORITY INTERESTS PHBRRES (50,710) (36,971) (8,046) (478) 2,522
2,315,711 2,024,659 1,686,258 1,387,044 1,155,013

FIXED ASSETS AND INVESTMENT PROPERTIES
Details of movements in the fixed assets and investment
properties of the Group during the year are set out in notes 13

and 14 to the financial statements, respectively.

SHARE CAPITAL AND SHARE OPTIONS
Details of movements in the share capital and share options of the
Company during the year, together with the reasons therefor, are

set out in note 26 and 27 to the financial statements, respectively.

PRE-EMPTIVE RIGHTS

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

shareholders.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES
OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during

the year.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 28 to the financial
statements and in the consolidated statement of changes in

equity, respectively.

DISTRIBUTABLE RESERVES

At 31 March 2003, the Company’s reserves available for cash
distribution and/or distribution in specie amounted to
HK$612,378,000, of which HK$185,437,000 has been proposed as
a final dividend for the year. In addition, the Company’s share

premium account, in the amount of HK$333,628,000, may be

distributed in the form of fully paid-up bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS
In the year under review, both purchases and sales from/to the
five largest suppliers and customers accounted for less than 30%

of the Group's total purchases and sales for the year, respectively.
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DIRECTORS

The directors of the Company during the year were:

Executive Directors
Poon Bun Chak (Chairman and Managing Director)
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 the existing
directors will retire and, being eligible, will offer themselves for

re-election at the forthcoming Annual General Meeting.

DIRECTORS' SERVICE CONTRACTS

The service contracts entered into between the Company and
each of the executive directors as listed above may be terminable
by either party by giving not less than three months’ written

notice or compensation in lieu.

Save as disclosed above, no director proposed for re-election at
the forthcoming Annual General Meeting has a service contract
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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DIRECTORS' INTERESTS IN CONTRACTS
No director had a material interest 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 year.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Executive Directors

Mr. Poon Bun Chak, aged 55, is the chairman and managing
director overseeing the planning and development of the Group.
He founded the Group in 1975 and has more than 28 years’

experience in the textile field.

Mr. Poon Kai Chak, aged 53, is a younger brother of Mr. Poon Bun
Chak. He joined the Group in 1980 and has more than 23 years’
experience in the industry. He is responsible for the knitting

operation of the Group.

Mr. Poon Kei Chak, aged 51, is a younger brother of Mr. Poon Bun
Chak. He joined the Group on its establishment in 1975 and has
more than 28 years' experience in the field. He looks after the
dyeing operation and assists in the overall management of the

Group.

Mr. Poon Kwan Chak, aged 57, is the elder brother of Mr. Poon
Bun Chak. He joined the Group in 1976 and has more than 27
years' related experience. He is responsible for the Group's

merchandising and sales management.
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Mr. Ting Kit Chung, aged 47, 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 58, has extensive experience in the
securities industry. He is a dealing director of Realink Securities
Limited, a director of China Point Stock Brokers 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 Limited (the “Stock Exchange”). In
addition, he is a former deputy chairman of The Hong Kong
Securities Clearing Company Limited (1992-1994) and a former

council member of the Stock Exchange (1988-1994).

Mr. Cheng Shu Wing, aged 53, is a director of Worldvest Capital
Limited. He holds a Bachelor of Business Administration degree
from the Chinese University of Hong Kong and has more than 27
years' experience in the banking and securities industries in Hong

Kong.

Senior Management

Mr. Chan Min, Samuel, aged 48, is a director of the Group’s retail
operation. He holds a master’s degree in business administration
from the Northwestern University and Hong Kong University of
Science and Technology. He is a member of the British Computer
Society. Prior to joining the Group in 1996, Mr. Chan had over 13

years' experience in retail operation and MIS management.
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Mr. Chan Chi Hon, aged 41, 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 16 years’ experience in

auditing and accounting.

Mr. Chau Kuen Kai, aged 45, is a factory manager of the knitting
operation of the Group. He joined the Group in 1979 and has more

than 23 years' experience in the knitting industry.

Mr. Fung Wai Lun, Daniel, aged 46, is a director of the Group's
retail operation. Before joining the Group in 1996, Mr. Fung had

more than 20 years’ experience in the retailing industry.

Mr. Hon Siu Kit, aged 43, 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 25 years' experience in the textile industry.

Ms. Leung Mei Yin, aged 38, 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 17 years’ experience in the textile industry.

Mr. Ling Man, aged 50, is a factory manager of the yarn dyeing
operation of the Group. He joined the Group in 1998 and has more

than 27 years’ experience in the dyeing and finishing industry.
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Mr. Liu Ying Che, aged 38, is a factory manager of the fabric
dyeing operation of the Group. He joined the Group in 1989 and
has more than 19 years’ experience in the dyeing and finishing

industry.

Mr. Ting Kit Hung, aged 51, is the director and chief executive of
the Group’s motor and generator services operation in The
People’s Republic of China (“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 33 years’ experience in the motor industry. He is

the elder brother of Mr. Ting Kit Chung.

Mr. Wong Tung Yiu, aged 48, is an associate director and the
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 29 years’ experience in the

textile industry.
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DIRECTORS' INTERESTS IN SHARE CAPITAL

At 31 March 2003, 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 (the “SDI Ordinance”), were as follows:

ERECckFRER

ZEE=F=ZRA=1t—-H  REFRH (2F
) RBI ([RBIRERRRE]) B 291 B E ™
HAARBEFZRREMACHITESRA
BEASHEEZARAREHELTAZR
AEZMT :

Number of shares of the Company held

and nature of interest

BFEFLATRGCBERESNHH

Personal Family Corporate Total
Name of director EEHS BA Kik oF &t
Poon Bun Chak BEWIE Note 29,720,000 168,800,104 571,200,000 769,720,104
Poon Kai Chak EEE 7,802,800 — — 7,802,800
Poon Kei Chak EHOE 21,477,200 — — 21,477,200
Poon Kwan Chak EE 6,442,800 — — 6,442,800
Ting Kit Chung THA 1,600,000 — — 1,600,000
Au Son Yiu oy — — — —
Cheng Shu Wing IS ES o o e =

67,042,800 168,800,104 571,200,000 807,042,904

The interests of the directors in the share options of the Company

are separately disclosed in note 27 to the financial statements.

Note: 168,800,104 shares are owned by Farrow Star Limited, which is wholly-
owned by Perfection Inc. as the trustee for The Evergreen Trust, a
discretionary trust, the objects of which include the family members of
Mr. Poon Bun Chak. These shares are held as family interests under the

SDI Ordinance.

BEEMFAARRAZBREEZCHKER
B RS HRAR ML 27 o

Mf&E : 168,800,1048 AR 4D B Farrow Star Limited ¥¥
B » M Perfection Inc. BILL The Evergreen
Trust ZEEASHTEHESE Farrow Star
Limited » Z2EEEZZ R ABEEWEL
EZREHE - REBELABAESGL  ZER
DERURKERIEE -



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

Save as disclosed above, none of the directors, or their respective
spouse 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 as disclosed in the share option scheme disclosures in
note 27 to 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
spouse, 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.

SHARE OPTION SCHEME

Due to the adoption of Statement of Standard Accounting
Practice No.34 “Employee benefits” during the year, most of the
detailed disclosures relating to the Company’s share option

scheme have been moved to note 27 to the financial statements.

571,200,0008% B& 13 BB Farrow Star Limited #
BB7.51%KR Az Giant Wizard
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FEEE BREBAEREBESELERS
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Concerning the share options granted during the year to the
directors and employees, as detailed in note 27 to the financial
statements, the directors of the Company do not consider it
appropriate to disclose a theoretical value of the share options
granted to the directors and employees of the Company during
the year, because a number of factors crucial for the valuation
cannot be determined. Accordingly, any valuation of the share
options based on various speculative assumptions would not be
meaningful, but would be misleading to the shareholders of the

Company.

SUBSTANTIAL SHAREHOLDERS

At 31 March 2003, the following interests of 10% or more of the
issued share capital of the Company were recorded in the register
of interests required to be kept by the Company pursuant to

Section 16(1) of the SDI Ordinance:

RERARTESKEEZBREMS (F1E
RMBH/ERME27) AR AESRATE
BREAFEECRTARAESRESEZEBR
B2EREER EREFAZEESHEER
ZEZEEERZLRGERE - At - REZ
T8 4R MR BR T BB IR B R B (R B EFT (A

ERZEEEE YEHARXARRBAR
o
FEERRE

R-ZZBZE=F=A=1+—H0 ' UATRR%EA
RRBEBITRMND Z10%H A LR ER
BARBERRAEI(NEREECHRNEER
RETMA :

Number of shares of

Percentage of
issued share capital

as at 31 March 2003

the Company held E_BE=F
Name BEFELE =RA=+—H
2| BRIZHE HEBRTRAZESE
The Capital Group Companies, Inc. 171,666,700 12.96%
Save as disclosed above, no person, other than Mr. Poon Bun  BRLL L3R EE S - BWELE (HERD
Chak, whose interests are set out in the section “Directors’ HRIEZZRAEZIRP)IZLABAERIKE
Interests in Share Capital” above, had registered an interest in IS 16(IMFEBEREEZRRE LM o

the share capital of the Company that was required to be

recorded under Section 16(1) of the SDI Ordinance.



++$$&%: e%ffmzﬂzmemw

CONNECTED TRANSACTIONS
Details of connected transactions have been set out in note 34(b)

to the financial statements.

AUDIT COMMITTEE

Pursuant to the Code, the Company established an Audit
Committee (the “Committee”) on 15 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 (the "Code”), as set 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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AUDITORS
Ernst & Young retire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming

Annual General Meeting.

By Order of the Board

Poon Bun Chak

Chairman

Hong Kong, 23 July 2003
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