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The directors have pleasure in presenting their annual report together with the audited accounts for the year ended 31st March,
2007.

Group Activities
The Company’s activity isthat of investment holding. The principal activity of the Group is the sale of luxury goods.

The analysis of the principal activities and geographical locations of the operations of the Group during the financial year are set
out in Note 2 on the accounts.

Accounts

The profit of the Group for the year ended 31st March, 2007 and the financia position of the Company and the Group at that date
are set out in the accounts on pages 41 to 84.

Dividends
An interim dividend of 13.8 cents (2006 : 13.8 cents) per ordinary share was paid on 18th January, 2007.

The directors recommend the payment of afinal dividend of 27.5 cents (2006 : 27.5 cents) per ordinary share in respect of the
year ended 31st March, 2007.

Share Capital and Reserves
Movementsin share capital and reserves during the year are set out in Notes 21 and 22 respectively on the accounts.

Share Option Scheme

Details of the Share Option Scheme of the Company are set out in Note 21 on the accounts.

Share Purchase, Sale and Redemption

At no time during the year was there any purchase, sale or redemption by the Company, or any of its subsidiary companies, of the
Company’s shares.

Pre-emptive Rights

Thereisno provision for pre-emptive rights under the Company’s New Bye-laws although there is no restriction against such
rights under Bermuda law.

Charitable Donations
Donations made by the Group during the year amounted to HK$3,754,000.

Fixed Assets

Movements in fixed assets during the year are set out in Note 10 on the accounts.
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Borrowings
Bank loans and other borrowings repayable are stated in Note 17 on the accounts.

Retirement Schemes
Retirement schemes operated by the Group during the year are outlined in Notes 1(0), 3 and 24 on the accounts.

Principal Subsidiary and Associated Companies

Particulars of the Company’s principal subsidiary and associated companies are set out on pages 80 to 84.

Man agement Contracts
No contracts concerning the management and/or administration of the whole or any substantial part of the business of the
Company were entered into or existed during the year.

Employment and Remuneration Policies

Asat 31st March, 2007, the Group had 3,116 (2006 : 2,477) employees. Total staff costs (including Directors emoluments)
amounted to HK$472.6 million (2006 : HK$406.2 million). Remuneration policies are reviewed regularly by the Board of
Directors of the Company and by the Remuneration Committee in respect of directors and senior management. Remuneration
packages are structured to take into account the level and composition of pay and the general market conditionsin the respective
countries and businesses in which the Group operates.

Liquidity and Financial Resources

During the year, the Group's operations generated net cash of HK$313.5 million (2006 : HK$288.4 million) before working
capital changes, capital expenditure, investments and dividend distribution.

Increased working capital requirements mainly due to higher stock holdings from new stores opened during the year together
with the related capital expenditure totalling HK$314.1 million was funded by the net cash generated from operations.

Further payments totalling HK$524.2 million comprising the purchase consideration of HK$396.0 million for the Tommy
Hilfiger Asia Pacific licensed business and HK$128.2 million of dividends was funded by the surplus cash holdings of the
Group.

Thus, as at 31st March, 2007, the Group's net liquid financial resources stood at HK$46.1 million (2006 : HK$506.5 million)
comprising cash and bank deposits of HK$187.8 million and short-term bank borrowings of HK$141.7 million.

The Group maintai ns significant uncommitted short-term |oan facilitieswith its rel ationship banks for working capita requirements

and funding flexibility. Based on the Group’s current capital expenditure and investment plans and the continuation of positive
cash flow generated by the Group's operations, material utilisation of these facilities over and above current levelsis not anticipated.
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Foreign Currency Exposure and Financial Management

Merchandise purchased by the Group is mainly denominated in United States Dollars, Euros, Pounds Sterling and Swiss Francs.
Where appropriate, forward foreign exchange contracts are utilised to purchase the relevant currency to settle amounts due and
it is the Group’s policy that such foreign exchange contracts or foreign currency purchases are strictly limited to approved
purchase budget amounts or actual purchase commitments.

Exposure to fluctuations in the exchange rate of regional currenciesin respect of the Group’s overseas operations is minimised
by utilising local currency borrowings, where necessary, to fund working capital and capital expenditure requirements with
repayment from funds generated from local sales. The Group’s outstanding foreign currency bank borrowings are aresult of the
application of this policy and comprise short-term bank loans drawn in New Taiwan Dollars and Singapore Dollars by the
respective operating subsidiary companies.

Financia risk management for the Group is the responsibility of the treasury department based in Hong Kong which implements
the policies and guidelines issued by the Board of Directors. Surplus cash is held mainly in United States Dollars, Hong Kong
Doallars and Renminbi with the majority placed on short-term deposits with established international banks.

Asat 31st March, 2007, the Group’s current ratio, being current assets divided by current liabilities, was 1.6 times compared to
2.5timesas at 31st March, 2006. The Group has maintained a net surplus cash position throughout the financial year under
review and its gearing ratio, being total bank borrowings net of cash balances as a percentage of consolidated capital and
reservesis Nil (asat 31st March, 2006 : Nil).

Financial Summary
The results, assets and liabilities of the Group for the last five years are summarised on page 85.

Major Customers and Suppliers

The percentages of turnover and purchases attributabl e to the Group’s five largest customers and suppliers respectively during
the year were both less than 30 per cent..

Directors

The directors during the year were :-

Dickson Poon (Group Executive Chairman)

Raymond Lee (Deputy Chairman and Chief Executive Officer)
Chan Tsang Wing, Nelson (Executive Director)

Ching Sau Hong, Kevin (Executive Director) (Resigned on 1st July, 2006)
Edwin Ing (Executive Director)

Ng Chan Lam (Executive Director)

Walter Josef Wuest (Executive Director)

Bhanusak Asvaintra (Independent Non-Executive Director)

Nicholas Peter Etches (Independent Non-Executive Director)
Christopher Patrick Langley, OBE (Independent Non-Executive Director)
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In accordance with bye-law 111(A) of the Company’s New Bye-laws, Mr. Ng Chan Lam, Mr. Walter Josef Wuest and
Mr. Nicholas Peter Etchesretire and, being eligible, offer themselves for re-election. None of the directors offering themselves
for re-election has a service contract with the Group which is not determinable by the Group within one year without payment of
compensation (other than statutory compensation).

Directors’ Biographies

Dr. Dickson Poon (Group Executive Chairman)

Dr. Poon, aged 51, is the founder and a substantial shareholder of the Group. He established the Dickson Group in 1980 and was
appointed an Executive Director of the Company in 1991 and has been the Group Executive Chairman since 1992. Dr. Poon
provides leadership for the Board of Directors and ensures that the Board of Directors discharges its responsibilities effectively
and efficiently. The relationship between Dr. Poon and Dickson Investment Holding Corporation which has a notifiable interest
in the Company under the provisions of the Securities and Futures Ordinance (“the SFO”) ismentioned in the Directors’ Interests
and Substantial Shareholders and Others sections of this report.

Mr. Raymond L ee (Deputy Chairman and Chief Executive Officer)

Mr. Lee, aged 57, joined the Group in 1992 as an Executive Director. He was appointed the Deputy Chairman in 2000 and the
Chief Executive Officer in 2005. HeisaFellow of The Institute of Chartered Accountants in England and Wales, and prior to
joining the Group, held a senior position with a major international financial institution. Mr. LeeisaQualified Accountant as
prescribed under the Rules Governing the Listing of Securities (“the Listing Rules”) on The Stock Exchange of Hong Kong
Limited (“the Stock Exchange”) and provides leadership for the management of the Group to implement the strategies and
oversee the realisation of the objectives set by the Board of Directors.

Mr. Chan Tsang Wing, Nelson (Executive Director)
Mr. Chan, aged 51, was appointed an Executive Director in 2000. HeisaFellow of The Institute of Chartered Accountantsin
England and Wales, and was previoudly chief executive of amajor international trading group.

Mr. Edwin Ing (Executive Director)

Mr. Ing, aged 46, joined the Group in 1987 as Company Secretary and was appointed an Executive Director in 1992. A graduate
of the University of Birmingham, England, he isa Fellow of The Institute of Chartered Secretaries and Administrators and The
Hong Kong Institute of Chartered Secretaries.

Mr. Ng Chan Lam (Executive Director)

Mr. Ng, aged 58, joined the Group in 1988 and was appointed an Executive Director in 1994. A graduate of a university in
Montreal, Canada, he acquired extensive trading and administrative experience prior to joining the Group.
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Mr. Walter Josef Wuest (Executive Director)
Mr. Wuest, aged 67, joined the Group in 1983 and has been an Executive Director since flotation in 1986. Prior to joining the
Group, he acquired extensive experience in the international merchandising and marketing of watches.

Mr. Bhanusak Asvaintra (Independent Non-Executive Director)

Mr. Asvaintra, aged 62, was appointed an Independent Non-Executive Director in September 2004. A graduate of the University
of Pennsylvania and the University of Chicago, he held senior executive positions with the Chase Manhattan Bank group in New
York, Hong Kong and Singapore in the 1970s. Mr. Asvaintra joined the Charoen Pokphand group of companiesin 1980 and
retired as its chief executive officer in 1998.

Mr. Nicholas Peter Etches (Independent Non-Executive Director)

Mr. Etches, aged 59, was appointed an Independent Non-Executive Director in June 2004. He has over 34 years auditing
experience with clientsin arange of industries, also speciaising in the fields of banking and finance as well as insolvency and
corporate recovery practice. HeisaFellow of The Institute of Chartered Accountantsin England and Wales and a Fellow of the
Hong Kong Institute of Certified Public Accountants of which he was the President in 1995. Mr. Etches joined one of the
leading international accounting firmsin London in 1967, transferred to the firm’s Hong Kong office in 1975 and became a
partner in 1978 until his retirement in 2002.

Mr. Christopher Patrick Langley, OBE (Independent Non-Executive Director)

Mr. Langley, aged 62, was appointed an Independent Non-Executive Director in November 2002. He was formerly an executive
director of The Hongkong and Shanghai Banking Corporation Limited. Mr. Langley holds directorshipsin anumber of publicly
listed companies and maintains close ties with the business community in Hong Kong.
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Directors Interests

As at 31st March, 2007, the interests and short positions of the directorsin the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of Part XV of the SFO) as recorded in the register required to be
kept by the Company under Section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed Issuers (“the Directors Model Code”) as set out in Appendix
10 of the Listing Rules were as follows :-

Dickson Concepts (International) Limited
Ordinary shares of HK $0.30 each

Name of Per sonal Family Corporate Other
Director Capacity  Interests Interests Interests Interests Total Percentage(ii)
Dickson Paon Beneficia 14,040 — —  149,395,699(i) 149,409,739 48.15
owner and
trust founder
Edwin Ing Beneficia 26,620 — — — 26,620 0.0086
owner
Walter Josef Wuest  Beneficia 13,097,618 — — — 13,097,618 4.22
owner
Note :-

(i) These shares are held through two trusts.
(if) Percentage which the aggregate long position in shares represents to the issued share capital of the Company.

In addition, Dr. Dickson Poon is deemed to beinterested in the share capital of all the subsidiary and associated companies of the
Company by virtue of hisinterest in the Company.

Save asreferred to above, as at 31st March, 2007, none of the directors had any interest or short position in the shares, underlying
shares or debentures of the Company or any associated corporations (within the meaning of Part XV of the SFO) which are
recorded in the register required to be kept by the Company under Section 352 of the SFO or which are natified to the Company
and the Stock Exchange pursuant to the Directors Model Code.

Except as disclosed in the Connected Transactions section of this report, no contracts of significance in relation to the Group’s
business to which the Company or any of its subsidiary companies was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of the year or at any time during the year.

Asat 31st March, 2007, no share options had been granted to the directors of the Company under the share option scheme which
was adopted on 26th August, 2003.

Save asdisclosed above, at no time during the year was the Company or any of its subsidiary companies aparty to any arrangements

to enable the directors of the Company or any of their spouses or children under 18 years of age to acquire benefits by means of
the acquisition of sharesin or debentures of the Company or any other body corporate.

« 19



D

ncxsov’ REPORT OF THE DIRECTORS

Substantial Shareholders and Others

As at 31st March, 2007, the interests and short positions of the persons (other than the directors of the Company) in the shares
and underlying shares of the Company as recorded in the register required to be kept by the Company under Section 336 of the
SFO were asfollows :-

Dickson Concepts (International) Limited

Ordinary shares

Name of shareholder of HK$0.30 each Percentage (iii) Capacity

Yu Kwai Chu, Pearl 149,409,739 (i) 48.15 Interest of spouse

Dickson Investment Holding Corporation 149,395,699 (ii) 48.14 Trustee
(“DIHC")

Paicolex Trust Company (BV1) Limited 149,395,699 (ii) 48.14 Trustee
(“Paicolex BVI™)

Paicolex Trust Management AG 149,395,699 (ii) 48.14 Trustee
(“Paicolex AG”")

Matthews International Capital 31,272,400 10.08 Investment Manager

Management, LLC

INVESCO Hong Kong Limited 22,755,075 7.33 Investment Manager

Note :-

(i) These sharesrefer to the family interest attributable to Dr. Dickson Poon, the spouse of Ms. Pearl Yu.

(i) These shares refer to the same block of shares. DIHC, Paicolex BVI and Paicolex AG are trustees of two trusts. These
shares are aso included in the 149,395,699 shares which were disclosed as “ Other Interests’ of Dr. Dickson Poon in the
Directors' Interests section of this report.

(iii) Percentage which the aggregate long position in shares represents to the issued share capital of the Company.

Save as aforesaid and as disclosed in the Directors’ Interests section of this report, the Company has not been notified by any

person who had an interest or short position in the shares or underlying shares of the Company as at 31st March, 2007 whichis

required to be notified to the Company pursuant to Part XV of the SFO or which is recorded in the register required to be kept by
the Company under Section 336 of the SFO.
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Connected Transactions

1.

During the year, the Group has on an on-going basis conducted transactions with the ST Dupont Group (i.e. S.T. Dupont
S.A., acompany incorporated in France with limited liability, the shares of which are listed on the Paris Bourse in France
and which is owned as to 68.9 per cent. of itsissued share capital by atrust established for the benefit of the members
of Dr. Dickson Poon’s family, together with its subsidiary companies, which are principally engaged in the manufacture
and distribution of luxury lighters, writing instruments, |eather goods, accessories, ready-to-wear clothing, watches and
fragrances under the brand name of “S.T. Dupont™) on normal commercial terms and in the ordinary and usual course of
business of the Group, details of which are set out as follows :-

(@ On 27th March, 2006, Dickson Concepts Limited (“DCL"), a member of the Group, as seller and S.T. Dupont
Marketing Limited (“STDM"), a member of the ST Dupont Group, as purchaser entered into and renewed a
merchandise sale and purchase agreement (“the Agreement No. 1) regarding the sales of certain merchandise by the
Group to the ST Dupont Group including, but not limited to, luxury lighters, writing instruments, leather goods,
accessories, ready-to-wear clothing, watches aswell as fragrances under the brand name of “S.T. Dupont” or names
of product lines under “S.T. Dupont” (for that merchandise manufactured in the People’s Republic of China (“PRC")
only) for aperiod of not exceeding three years commencing from 1st April, 2006 and ending on 31st March, 2009 in
compliance with Rule 14A.35 of the Listing Rules. The selling prices of the merchandise are at or above the Group's
purchase cost of the merchandise, due upon shipment of the merchandise and to be settled in cash with a credit period
of up to 60 days. The maximum annual caps received/receivable by the Group for the sales of merchandise to the ST
Dupont Group under the Agreement No. 1 for the financial years ended/ending 31st March, 2007, 31st March, 2008
and 31st March, 2009 are HK$14,061,000, HK$18,280,000 and HK$23,764,000 respectively. The sales of
merchandise by the Group to the ST Dupont Group during the year was HK $4,824,000 which was below the
maximum annual cap of HK$14,061,000.

(b) On 27th March, 2006, STDM, a member of the ST Dupont Group, as seller and DCL, a member of the Group, as
purchaser entered into and renewed a merchandise sale and purchase agreement (“the Agreement No. 2") regarding
the purchases of certain merchandise by the Group from the ST Dupont Group including, but not limited to, luxury
lighters, writing instruments, leather goods, accessories, ready-to-wear clothing, watches as well as fragrances
under the brand name of “S.T. Dupont” or names of product lines under “S.T. Dupont” (for that merchandise
manufactured outside the PRC only) for a period of not exceeding three years commencing from 1st April, 2006 and
ending on 31st March, 2009 in compliance with Rule 14A.35 of the Listing Rules. The purchase prices of the
merchandise are at the standard wholesale prices as set by the ST Dupont Group, due upon shipment of the merchandise
and to be settled in cash with acredit period of up to 60 days. The maximum annual caps paid/payable by the Group
for the purchases of merchandise from the ST Dupont Group under the Agreement No. 2 for the financial years
ended/ending 31st March, 2007, 31st March, 2008 and 31st March, 2009 are HK$15,223,000, HK$19,790,000 and
HK$25,727,000 respectively. The purchases of merchandise by the Group from the ST Dupont Group during the
year was HK$4,716,000 which was bel ow the maximum annual cap of HK$15,223,000.
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On 27th March, 2006, S.T. Dupont Japan K.K., amember of the ST Dupont Group, as service provider and
D Marketing Japan K.K. (“DMJKK™), a member of the Group, as service receiver entered into and renewed a
management agreement (“the Agreement No. 3”) regarding the provision of various specialised services by the ST
Dupont Group to the Group, including specialised knowledge, resources and data pertaining to the managing, marketing
and sale of watchesin Japan for a period of not exceeding three years commencing from 1st April, 2006 and ending
on 31st March, 2009 in compliance with Rule 14A.35 of the Listing Rules. The management fee payable by the
Group is equal to theinitial amount of 1 per cent. of annual turnover of DMJKK, excluding value added tax, plus
20 per cent. of its annual pre-tax profit, with a maximum of 20 million Yen (about HK$1.33 million) and this
management fee shall be payable on ayearly basis with a credit period of up to 45 days. The maximum annual caps
pai d/payable by the Group for the receipt of the management services from the ST Dupont Group under the Agreement
No. 3 for the financial years ended/ending 31st March, 2007, 31st March, 2008 and 31st March, 2009 are
HK$121,000, HK$158,000 and HK $206,000 respectively. The management fee paid by the Group to the ST Dupont
Group in respect of the receipt of the management services from the ST Dupont Group during the year was
HK $64,000 which was below the maximum annual cap of HK$121,000.

On 27th March, 2006, DCL, a member of the Group, as service provider and STDM, a member of the ST Dupont
Group, as service receiver entered into and renewed a services agreement (“the Agreement No. 4a”) together with an
agreement on personnel (“the Agreement No. 4b") regarding the provision of certain management and supporting
services by the Group to the ST Dupont Group including office and warehouse space, stock management services,
centralised administrative and supporting functions including management, stock control and information technol ogy
for a period of not exceeding three years commencing from 1st April, 2006 and ending on 31st March, 2009 in
compliance with Rule 14A.35 of the Listing Rules. Moreover, pursuant to the Agreement No. 4b, the salaries of
employees in charge of marketing and selling of products provided by the ST Dupont Group and the Group and
supervising exclusive S.T. Dupont boutiques in the PRC are to be shared between the Group and the ST Dupont
Group. The service fee payable by the ST Dupont Group is calculated on a cost and/or cost plus (as may be required
by the relevant tax or other rulings or regulations) allocation basis and this service fee shall be payable on a monthly
basis with a credit period of up to 30 days. The maximum annual caps received/receivable by the Group for the
provision of management and supporting servicesto the ST Dupont Group under the Agreements Nos. 4aand 4b for
the financial years ended/ending 31st March, 2007, 31st March, 2008 and 31st March, 2009 are HK$11,832,000,
HK$15,382,000 and HK$19,997,000 respectively. The service fee received by the Group from the ST Dupont
Group in respect of the provision of the management and supporting servicesto the ST Dupont Group during the year
was HK $6,168,000 which was bel ow the maximum annual cap of HK$11,832,000.

On 27th March, 2006, Dickson Interior Design Limited, a member of the Group, as service provider and STDM, a
member of the ST Dupont Group, as service receiver entered into and renewed an interior design services agreement
(“the Agreement No. 5”) regarding the provision of interior design services by the Group to the ST Dupont Group
relating to its retail outlets and sales corners for a period of not exceeding three years commencing from 1st April,
2006 and ending on 31st March, 2009 in compliance with Rule 14A.35 of the Listing Rules. The interior design
service fee payable by the ST Dupont Group is charged at a rate of 10 per cent. of the total contract sum for the
building and fitting out of any of its freestanding boutiques, department store corners and retail outlets and this
interior design service fee shall be payable on a contract phase completion basis with a credit period of up to 30 days.
The maximum annual caps received/receivable by the Group for the provision of interior design servicesto the ST
Dupont Group under the Agreement No. 5 for the financial years ended/ending 31st March, 2007, 31st March, 2008
and 31st March, 2009 are HK$875,000, HK $1,138,000 and HK $1,480,000 respectively. The service fee received by
the Group from the ST Dupont Group in respect of the provision of interior design services to the ST Dupont Group
during the year was HK$68,000 which was bel ow the maximum annual cap of HK$875,000.
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(f) On 27th October, 2005, Hong Kong Seibu Enterprise Company Limited (“HK Seibu”), a member of the Group, as
grantor and STDM, a member of the ST Dupont Group, as licensee entered into a licence agreement (“the Old
Agreement No. 6") regarding the licensing of a sales corner (“the ST Dupont Corner”) by the Group to the ST
Dupont Group in the Group's Seibu store at Two Pacific Place, 88 Queensway, Hong Kong (“Pacific Place Seibu
Store”) with atotal retailing area of about 762 sq. ft. for aperiod of two years commencing from 2nd April, 2005 and
ending on 1st April, 2007. The licence fee payable by the ST Dupont Group is based on a certain percentage of the
monthly sales made at the ST Dupont Corner but subject to a minimum monthly licence fee of HK$175,260, to be
paid in cash within 20 days from the end of each month in arrears. The maximum annual caps received/receivable by
the Group for the licensing of the ST Dupont Corner under the Old Agreement No. 6 for the financial years ended/
ending 31st March, 2007 and 31st March, 2008 are HK$4,667,000 and HK$12,800 (one day) respectively. The
licence fee received by the Group from the ST Dupont Group in respect of the licensing of the ST Dupont Corner
under the Old Agreement No. 6 during the year was HK$2,368,000 which was below the maximum annual cap of
HK$4,667,000.

On 26th March, 2007, the Old Agreement No. 6 was renewed and a new licence agreement (“the Agreement No. 6")
was entered into in respect of the ST Dupont Corner for a further period of two years commencing from 2nd April,
2007 and ending on 1st April, 2009. The licence fee payable by the ST Dupont Group is based on a certain percentage
of the monthly sales made at the ST Dupont Corner but subject to a minimum monthly licence fee of HK$201,549,
to be paid in cash within 20 days from the end of each month in arrears. The maximum annual caps receivable by the
Group for the licensing of the ST Dupont Corner under the Agreement No. 6 for the financial years ending 31st
March, 2008, 31st March, 2009 and 31st March, 2010 are HK$3,102,000 (el even months and twenty nine days),
HK$4,044,000 and HK$15,000 (one day) respectively.

(g9 On27th March, 2006, STDM, a member of the ST Dupont Group, as licensor and Bondwood Investments Limited,
amember of the Group, as licensee entered into and renewed a sublicence agreement (“the Agreement No. 77)
regarding the payment of sublicence fee by the Group to the ST Dupont Group on the S.T. Dupont products which
the Group distributes in the PRC (excluding Hong Kong) in the capacity as both wholesaler and retailer for a period
of not exceeding three years commencing from 1st April, 2006 and ending on 31st March, 2009 in compliance with
Rule 14A.35 of the Listing Rules. The sublicence fee is calculated based on certain percentages on each of the
wholesale and retail turnover (excluding sales of imported products purchased from the ST Dupont Group) of S.T.
Dupont products per year and the sublicence fee shall be payable on aquarterly basis with a credit period of up to 45
days. The maximum annua caps pai d/payable by the Group for the payment of the sublicence fee under the Agreement
No. 7 for the financial years ended/ending 31st March, 2007, 31st March, 2008 and 31st March, 2009 are
HK$31,669,000, HK$37,370,000 and HK $44,097,000 respectively. The sublicence fee paid by the Group to the
ST Dupont Group in respect of the distribution of S.T. Dupont products by the Group in the PRC (excluding Hong
Kong) during the year was HK$18,964,000 which was below the maximum annual cap of HK$31,669,000.

During the year, the Group has on an on-going basis conducted transactions with the Artland Group (i.e. Artland Watch
Company Limited (“Artland”) and Precision Watch Company Limited (“ Precision”), both companies areindirectly wholly-
owned by Dr. Dickson Poon, together with their subsidiary companies, which are principally engaged in the sale of watches,
jewellery and fashion products in Hong Kong and the PRC) on normal commercial terms and in the ordinary and usual
course of business of the Group, details of which are set out as follows :-
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On 27th March, 2006, Castlereagh Limited (“ Castlereagh”), a member of the Group, as seller and Artland and
Precision, both of which are members of the Artland Group, as purchasers entered into and renewed a merchandise
sale and purchase agreement (“the Agreement No. 8”) regarding the sales of certain merchandise by the Group to the
Artland Group including, but not limited to, certain prestigious branded watches, timepieces and jewellery under
various prestigious international brand names for a period of not exceeding three years commencing from 1st April,
2006 and ending on 31st March, 2009 in compliance with Rule 14A.35 of the Listing Rules. The salling prices of the
merchandise are equal to the retail pricesless normal trade discounts, due upon shipment of the merchandise and to
be settled in cash with a credit period of up to 90 days. The maximum annual caps received/receivable by the Group
for the sales of merchandise to the Artland Group under the Agreement No. 8 for the financial years ended/ending
31st March, 2007, 31st March, 2008 and 31st March, 2009 are HK$12,933,000, HK$16,813,000 and
HK$21,857,000 respectively. The sales of merchandise by the Group to the Artland Group during the year was
HK$5,718,000 which was below the maximum annual cap of HK$12,933,000.

On 27th March, 2006, Artland and Precision, both of which are members of the Artland Group, as sellersand DCL,,
amember of the Group, as purchaser entered into and renewed a merchandise sale and purchase agreement (“the
Agreement No. 9") regarding the purchases of certain merchandise by the Group from the Artland Group including,
but not limited to, certain prestigious branded watches, timepieces and jewellery under various prestigiousinternational
brand names for a period of not exceeding three years commencing from 1st April, 2006 and ending on 31st March,
2009 in compliance with Rule 14A.35 of the Listing Rules. The purchase prices of the merchandise are equal to the
retail pricesless normal trade discounts, due upon shipment of the merchandise and to be settled in cash with a credit
period of up to 30 days. The maximum annual caps paid/payable by the Group for the purchases of merchandise
from the Artland Group under the Agreement No. 9 for the financial years ended/ending 31st March, 2007, 31st
March, 2008 and 31st March, 2009 are HK$9,743,000, HK$12,666,000 and HK $16,466,000 respectively. The
purchases of merchandise by the Group from the Artland Group during the year was HK $549,000 which was below
the maximum annual cap of HK$9,743,000.

On 3rd February, 2005, HK Seibu, amember of the Group, as grantor and Precision, a member of the Artland Group,
as licensee entered into a licence agreement (“the Old Agreement No. 10”) regarding the licensing of a sales corner
(“the Precision Corner”) by the Group to the Artland Group in the Pacific Place Seibu Store with atotal retailing area
of about 616 sg. ft. for aperiod of three years commencing from 12th September, 2004 and ending on 11th September,
2007 at a monthly licence fee of HK$270,080, to be paid in cash within 20 days from the end of each month in
arrears. The maximum annual caps received/receivable by the Group for the licensing of the Precision Corner under
the Old Agreement No. 10 for the financial years ended/ending 31st March, 2007 and 31st March, 2008 are
HK $3,240,960 and HK $1,449,429 (five months and eleven days) respectively. No licence fee was received by the
Group from the Artland Group in respect of the licensing of the Precision Corner under the Old Agreement No. 10
during the year due to new licence agreement signed (see below).

On 27th March, 2006, anew licence agreement (“the Agreement No. 10”) was entered into which superseded the Old
Agreement No. 10 due to the expansion of the retailing areas of the Precision Corner in the Pacific Place Seibu Store
with atotal retailing area of about 847 sg. ft. for one year four months and twenty-nine days commencing from 13th
April, 2006 and ending on 11th September, 2007 at a monthly licence fee of HK$396,880, to be paid in cash within
20 days from the end of each month in arrears. The maximum annual caps received/receivable by the Group for the
licensing of the Precision Corner under the Agreement No. 10 for the financial years ended/ending 31st March, 2007
and 31st March, 2008 are HK$4,604,000 and HK $2,130,000 respectively. The licence fee received by the Group
from the Artland Group in respect of the licensing of the Precision Corner under the Agreement No. 10 during the
year was HK$4,604,000 which was the same as the maximum annual cap.
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(d) On 3rd February, 2005, HK Seibu, a member of the Group, as grantor and Top Creation Limited (“ Top Creation”), a
member of the Artland Group, as licensee entered into alicence agreement (“the Agreement No. 11") regarding the
licensing of a sales corner by the Group to the Artland Group in the Pacific Place Seibu Store with atotal retailing
area of about 760 sg. ft. for a period of two years and five months commencing from 15th August, 2004 and ending
on 14th January, 2007. The licence fee payable by the Artland Group (i) for the five months commencing from 15th
August, 2004 is based on certain percentages of the monthly sales made at the sales corner; and (ii) for the two years
commencing from 15th January, 2005 is based on a certain percentage of the monthly sales made at the sales corner
but subject to aminimum monthly licence fee of HK$154,050, both to be paid in cash within 20 days from the end of
each month in arrears. The maximum annual cap received by the Group for the licensing of the sales corner under the
Agreement No. 11 for the financial year ended 31st March, 2007 is HK$1,682,355. The Agreement No. 11 ceased to
be a continuing connected transaction of the Group upon the completion of the acquisition of the entire issued share
capital (“the THAP Shares’) of Tommy Hilfiger Asia-Pacific Limited (“THAP”) and its branch and subsidiary
companies (“the THAP Acquisition”) on 25th August, 2006 (“the Completion Date”). The licence fee received by
the Group from the Artland Group in respect of the licensing of the sales corner under the Agreement No. 11 during
the period from 1st April, 2006 to 24th August, 2006 was HK$717,000 which was below the maximum annual cap of
HK$1,682,355.

(e) On 3rd February, 2005, HK Seibu, a member of the Group, as grantor and Tommy Hilfiger Marketing Limited, a
member of the Artland Group, as licensee entered into alicence agreement (“the Agreement No. 12") regarding the
licensing of a sales corner by the Group to the Artland Group in the Group’s Seibu store at Langham Place, 8
Argyle Street, Kowloon, Hong Kong with atotal retailing area of about 337 sg. ft. for aperiod of two years commencing
from 1st November, 2004 and ending on 31st October, 2006. The licence fee payable by the Artland Group is based
on acertain percentage of the monthly sales made at the sales corner but subject to a minimum monthly licence fee
of HK$84,250 while the monthly fixture fee payable by the Artland Group is HK$9,000, both to be paid in cash
within 20 days from the end of each month in arrears. The maximum annual cap (including licence fees and fixture
fees) received by the Group for the licensing of the sales corner under the Agreement No. 12 for the financial year
ended 31st March, 2007 is HK$689,250. The Agreement No. 12 ceased to be a continuing connected transaction of
the Group upon the completion of the THAP Acquisition on the Completion Date. The licence fee and fixture fee
received by the Group from the Artland Group in respect of the licensing of the sales corner under the Agreement No.
12 during the period from 1st April, 2006 to 24th August, 2006 was HK $427,000 which was below the maximum
annual cap of HK$689,250.

(f)  On 27th October, 2005, HK Seibu, a member of the Group, as grantor and Top Creation, a member of the Artland
Group, as licensee entered into a licence agreement (“the Agreement No. 13") regarding the licensing of a sales
corner by the Group to the Artland Group in the Pacific Place Seibu Store with atotal retailing area of about
890 s0. ft. for a period of two years commencing from 19th September, 2005 and ending on 18th September, 2007.
The licence fee payable by the Artland Group is based on a certain percentage of the monthly sales made at the sales
corner but subject to a minimum monthly licence fee of HK$195,800, to be paid in cash within 20 days from the end
of each month in arrears. The maximum annual caps received/receivable by the Group for the licensing of the sales
corner under the Agreement No. 13 for the financial years ended/ending 31st March, 2007 and 31st March, 2008 are
HK$3,718,500 and HK $2,603,000 respectively. The Agreement No. 13 ceased to be acontinuing connected transaction
of the Group upon the completion of the THAP Acquisition on the Completion Date. The licence fee received by the
Group from the Artland Group in respect of the licensing of the sales corner under the Agreement No. 13 during the
period from 1st April, 2006 to 24th August, 2006 was HK$979,000 which was below the maximum annual cap of
HK$3,718,500.
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(g) On 27th October, 2005, HK Seibu, a member of the Group, as grantor and Top Creation, a member of the Artland
Group, as licensee entered into a licence agreement (“the Agreement No. 14”) regarding the licensing of asales
corner by the Group to the Artland Group in the Pacific Place Seibu Store with a total retailing area of about
780 sg. ft. for a period of two years commencing from 14th September, 2005 and ending on 13th September, 2007.
The licence fee payable by the Artland Group is based on a certain percentage of the monthly sales made at the sales
corner but subject to a minimum monthly licence fee of HK$117,000, to be paid in cash within 20 days from the end
of each month in arrears. The maximum annual caps received/receivable by the Group for the licensing of the sales
corner under the Agreement No. 14 for the financial years ended/ending 31st March, 2007 and 31st March, 2008 are
HK$2,599,500 and HK $1,765,500 respectively. The Agreement No. 14 ceased to be a continuing connected transaction
of the Group upon the completion of the THAP Acquisition on the Completion Date. The licence feereceived by the
Group from the Artland Group in respect of the licensing of the sales corner under the Agreement No. 14 during the
period from 1st April, 2006 to 24th August, 2006 was HK$585,000 which was below the maximum annual cap of
HK$2,599,500.

The independent shareholders (“Independent Shareholders’) of the Company (i.e. shareholders of the Company, other
than Dr. Dickson Poon and his associates (the meaning of which is as ascribed under the Listing Rules)) approved the
THAP Acquisition for a consideration of HK$396,000,000 to be settled upon the completion of the S& P Agreement (as
defined below) at the special general meeting of the Company held on 24th August, 2006 on the terms and subject to the
conditions of the conditional sale and purchase agreement dated 6th July, 2006 (“the S& P Agreement”) entered into
between K.S.D.P. (International) Limited (“KSDP"), amember of the Artland Group, as vendor and Castlereagh, a member
of the Group, as purchaser, Dr. Dickson Poon as guarantor and the Company as purchaser’s guarantor. Pursuant to the
S& P Agreement, Castlereagh agreed to acquire and KSDP agreed to sell the THAP Shares and the Company agreed to
guarantee the obligations of Castlereagh under the S& P Agreement and the related matters. The THAP Acquisition
constituted a major and connected transaction of the Group. Following the completion of the THAP Acquisition on the
Completion Date, THAP became awholly-owned subsidiary company of the Company and the Agreements Nos. 11 to 14
ceased to be the continuing connected transactions of the Group.

During the year, the Group has on an on-going basis conducted transactions with Dickson Communications Limited
(“Dickson Communications’) (which isindirectly wholly-owned by Dr. Dickson Poon and is principally engaged in the
provision of advertising and promation services) on normal commercial terms and in the ordinary and usual course of
business of the Group, details of which are set out as follows :-

On 27th March, 2006, Dickson Communications as service provider and DCL, amember of the Group, as service receiver
entered into and renewed a service agreement (“the Agreement No. 15”) regarding the provision of advertising and promotion
services by Dickson Communications to the Group for a period of not exceeding three years commencing from 1st April,
2006 and ending on 31st March, 2009 in compliance with Rule 14A.35 of the Listing Rules. The Group pays a monthly
retainer fee and a handling service fee at arate of 10 per cent. of the media or other costs incurred and paid by the Group
to any third party media specialists, agents or independent contractorsin connection with the provision of these servicesto
the Group and this handling service fee shall be payable on a monthly basis with a credit period of up to 30 days. The
maximum annual caps paid/payable by the Group for the receipt of the advertising and promotion services from Dickson
Communications under the Agreement No. 15 for the financial years ended/ending 31st March, 2007, 31st March, 2008
and 31st March, 2009 are HK $17,958,000, HK $26,937,000 and HK $40,406,000 respectively. The amount of the retainer
fee and the handling service fee paid by the Group in respect of the receipt of advertising and promotion services
from Dickson Communications during the year was HK$6,351,000 which was below the maximum annual cap of
HK$17,958,000.
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During the year, the Group has on an on-going basis conducted transactions with the DTG Group (i.e. Dickson Investment
(Singapore) Pte. Ltd. (“Dickson Investment (S)”) and Top Creation Singapore Pte. Ltd. (“Top Creation (S)"), both companies
are directly wholly-owned by Dr. Dickson Poon, together with the subsidiary companies of Dickson Investment (S), which
are principally engaged in the importing, exporting, sale of fashion consumer goods, investment holding and provision of
management and supporting services) on normal commercial terms and in the ordinary and usual course of business of the
Group, details of which are set out as follows :-

(@ On25th April, 2005, Dickson Concepts (Wholesale) Limited, amember of the Group, as seller and Dickson Trading
(S) Pte Ltd (“Dickson Trading (S)”), amember of the DTG Group, as purchaser entered into a merchandise sale and
purchase agreement (“the Agreement No. 16”) regarding the wholesales of certain merchandise of different brand
names by the Group to the DTG Group including apparel, accessories and watches, of which the Group owns the
distribution rights of the respective merchandise in Asia, for a period of three years commencing from 1st April,
2005 and ending on 31st March, 2008. The selling prices of the merchandise will be the standard wholesale prices or
with atrade discount ranging from 5 per cent. to 10 per cent., due upon shipment of the merchandise and to be settled
in cash with a credit period of up to 60 days. The maximum annual caps received/receivable by the Group for the
wholesales of merchandise to the DTG Group under the Agreement No. 16 for the financia years ended/ending 31st
March, 2007 and 31st March, 2008 are HK $120,000,000 and HK $157,000,000 respectively. The Agreement No. 16
and the annua capsin relation thereto were approved by the Independent Shareholders at the special general meeting
held on 6th June, 2005. The wholesales of merchandise by the Group to the DTG Group during the year was
HK $65,871,000 which was below the maximum annual cap of HK$120,000,000.

(b) On 27th March, 2006, Dickson Trading (S), a member of the DTG Group, as seller and Dickson Stores Pte Ltd
(“Dickson Stores’), amember of the Group, as purchaser entered into and renewed a merchandise sale and purchase
agreement (“the Agreement No. 17”) regarding the purchases of certain merchandise by the Group fromthe DTG
Group including, but not limited to, certain watches and | eather goods under various international brand namesfor a
period of not exceeding three years commencing from 1st April, 2006 and ending on 31st March, 2009 in compliance
with Rule 14A.35 of the Listing Rules. The purchase prices of the merchandise are equal to the standard wholesale
prices, due upon shipment of the merchandise and to be settled in cash with a credit period of up to 30 days. The
maximum annual caps paid/payable by the Group for the purchases of merchandise from the DTG Group under the
Agreement No. 17 for the financial years ended/ending 31st March, 2007, 31st March, 2008 and 31st March, 2009
are HK$805,000, HK$1,007,000 and HK $1,259,000 respectively. The purchases of merchandise by the Group from
the DTG Group during the year was HK$186,000 which was below the maximum annual cap of HK$805,000.

(©) On27th March, 2006, Dickson Trading (S), amember of the DTG Group, as service provider and Dickson Stores, a
member of the Group, as service receiver entered into and renewed a services agreement (“the Agreement No. 18”)
regarding the provision of certain management and supporting services by the DTG Group to the Group’s Singapore
retail shopsincluding maintenance of accounting records and management supervision for a period of not exceeding
three years commencing from 1st April, 2006 and ending on 31st March, 2009 in compliance with Rule 14A.35 of
the Listing Rules. The service fee payable by the Group is based on the overhead costs incurred by the DTG Group
in providing these services on a cost recovery basis to the Group and this service fee shall be payable on a monthly
basiswith no credit period. The maximum annual caps paid/payable by the Group for the receipt of management and
supporting services from the DTG Group under the Agreement No. 18 for the financial years ended/ending 31st
March, 2007, 31st March, 2008 and 31st March, 2009 are HK$6,858,000, HK$8,916,000 and HK$11,591,000
respectively. The service fee paid by the Group to the DTG Group in respect of the receipt of management and
supporting services from the DTG Group during the year was HK$379,000 which was below the maximum annual
cap of HK$6,858,000.

27 »



D

ncxsov’ REPORT OF THE DIRECTORS

(d)

C)

On 3rd February, 2005, Dickson Investment (S), a member of the DTG Group, as lessor and Dickson Stores, a
member of the Group, as lessee entered into alease agreement (“the Old Agreement No. 19") regarding the leasing
of ashop space (“the Shop Space”) by the DTG Group to the Group in a shopping mall at #01-05/06, Centrepoint,
No. 176 Orchard Road, Singapore with atotal retailing area of about 689 sq. ft. for aperiod of two years commencing
from 1st November, 2004 and ending on 31st October, 2006. The monthly rental payable by the Group for the first
year is S$27,560 (about HK$142,000) and for the second year is S$31,005 (about HK$160,000), to be paid in cash
on the first day of each month in advance. The maximum annual cap paid by the Group for the leasing of the Shop
Space under the Old Agreement No. 19 for the financial year ended 31st March, 2007, based on the said monthly
rental, isHK$1,035,692. Therenta paid by the Group to the DTG Group in respect of the leasing of the Shop Space
under the Old Agreement No. 19 during the year was HK$1,035,692 which was the same as the maximum annual

cap.

On 27th September, 2006, the Old Agreement No. 19 was renewed and a new |ease agreement (*the Agreement
No. 19") was entered into in respect of the Shop Space for a further period of three years commencing from 1st
November, 2006 and ending on 31st October, 2009. The monthly rental payable by the Group for the first year is
S$34,450 (about HK$177,000), for the second year is S$36,517 (about HK$188,000) and for the third year is
S$37,895 (about HK$195,000), to be paid in cash on the first day of each month in advance. The maximum annual
caps paid/payable by the Group for the leasing of the Shop Space under the Agreement No. 19 for the financia years
ended/ending 31st March, 2007, 31st March, 2008, 31st March, 2009 and 31st March, 2010, based on the said
monthly rental, are S$173,000 (about HK$891,000) (five months), S$424,000 (about HK $2,183,000), S$446,000
(about HK$2,297,000) and S$266,000 (about HK$1,370,000) (seven months) respectively. The rental paid by the
Group to the DTG Group in respect of the leasing of the Shop Space under the Agreement No. 19 was HK$856,000
which was below the maximum annual cap of S$173,000 (about HK$891,000) (five months).

On 6th July, 2006, THAP, a member of the Group upon the completion of the THAP Acquisition on the Completion
Date, as sdller and Top Creation (S), amember of the DTG Group, as purchaser entered into a conditional merchandise
sale and purchase agreement (“the Agreement No. 20") regarding the sales of certain merchandise by the Group to
the DTG Group including, but not limited to, apparel, leather goods and accessories under the brand name of “ Tommy
Hilfiger” for a period of three years commencing from the Completion Date. The selling prices of the merchandise
are at the standard wholesale prices or with a trade discount ranging from 5 per cent. to 10 per cent., due upon
shipment of the merchandise and to be settled in cash with a credit period of up to 60 days. The maximum annual
caps received/receivable by the Group for the sales of merchandise to the DTG Group under the Agreement No. 20
for the financial years ended/ending 31st March, 2007, 31st March, 2008, 31st March, 2009 and 31st March, 2010
are HK$9,070,000 (seven months), HK$20,210,000, HK $26,270,000 and HK $14,230,000 (five months) respectively
(based on the assumption that the date of completion of the THAP Acquisition was 1st September, 2006). The sales
of merchandise by the Group to the DTG Group under the Agreement No. 20 during the year was HK$9,070,000
which was the same as the maximum annual cap.

5. During the year, the Group has on an on-going basis conducted transactions with Tommy Hilfiger Handbags and Small
Leather Goods Inc. (“TH Handbags’) (a company incorporated in the United States of America and wholly-owned by a
trust established for the benefit of the members of Dr. Dickson Poon’s family, which is principally engaged in the designing,
manufacturing and distribution of handbags and leather goods) on normal commercial terms and in the ordinary and usual
course of business of the Group, details of which are set out as follows :-
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On 6th July, 2006, TH Handbags as seller and THAP, amember of the Group upon the completion of the THAP Acquisition
on the Completion Date, as purchaser entered into a conditional merchandise sale and purchase agreement (*the Agreement
No. 21") regarding the purchases of certain merchandise by the Group from TH Handbags including, but not limited to,
handbags and |eather goods under the brand name of “Tommy Hilfiger” for a period of three years commencing from the
Completion Date. The purchase prices of the merchandise are equal to the standard wholesale prices, due upon shipment
of the merchandise and to be settled in cash with no credit period. The maximum annual caps paid/payable by the Group
for the purchases of merchandise from TH Handbags under the Agreement No. 21 for the financial years ended/ending
31st March, 2007, 31st March, 2008, 31st March, 2009 and 31st March, 2010 are HK$1,170,000 (seven months),
HK$2,610,000, HK$3,390,000 and HK $1,840,000 (five months) respectively (based on the assumption that the date of
completion of the THAP Acquisition was 1st September, 2006). The purchases of merchandise by the Group from
TH Handbags under the Agreement No. 21 during the year was HK$504,000 which was below the maximum annual cap
of HK$1,170,000 (seven months).

In connection with the above continuing connected transactions, (i) the maximum aggregate annual caps paid/payable by the
Group for the receipt of the management and/or supporting services from the ST Dupont Group and the DTG Group under the
Agreements Nos. 3 and 18 for the financia years ended/ending 31st March, 2007, 31st March, 2008 and 31st March, 2009 are
HK$6,979,000, HK$9,074,000 and HK$11,797,000 respectively; (ii) the maximum aggregate annual caps received/receivable
by the Group for the provision of management and supporting services and/or interior design services to the ST Dupont Group
under the Agreements Nos. 4a, 4b and 5 for the financial years ended/ending 31st March, 2007, 31st March, 2008 and 31st
March, 2009 are HK$12,707,000, HK$16,520,000 and HK $21,477,000 respectively; and (iii) the maximum aggregate annual
caps received/receivable by the Group for the licensing of propertiesto the ST Dupont Group and the Artland Group under the
Old Agreement No. 6 and Agreements Nos. 10, 13 and 14 for the financial years ended/ending 31st March, 2007 and 31st
March, 2008 are HK$15,589,000 and HK $6,511,300 respectively of which the Agreements Nos. 13 and 14 ceased to be the
continuing connected transactions of the Group upon the completion of the THAP Acquisition on the Completion Date.

The above continuing connected transactions have been reviewed by the directors of the Company (including the independent
non-executive directors). The independent non-executive directors of the Company have confirmed that during the year the
above continuing connected transactions have been entered into :-

() intheordinary and usual course of business of the Group;

(i) onnormal commercial terms or, where there is no available comparison, on terms no less favourabl e to the Group than
terms available to or from (as appropriate) independent third parties; and

(iii) inaccordance with the relevant agreements governing them on termsthat are fair and reasonable and in the interests of the
shareholders of the Company as awhole.

The above continuing connected transactions have also been reviewed by the independent auditor of the Company who have
confirmed that during the year the above continuing connected transactions :-

(i) havereceived the approva of the Company’s Board of Directors;

(i) areinaccordance with the pricing policies of the Company;

(iii) have been entered into in accordance with the relevant agreements governing them; and
(iv) have not exceeded the caps as stated above.
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Director’s I nterest in Competing Business
Set out below isinformation disclosed pursuant to Rule 8.10 of the Listing Rules :-

1

Mr. Walter Josef Wuest, an Executive Director, is amember of the supervisory board of S.T. Dupont S.A. and is deemed
to have aninterest in S.T. Dupont S.A. under Rule 8.10 of the Listing Rules.

Certain subsidiary companies of S.T. Dupont S.A. carry on the sale of the S.T. Dupont products in Hong Kong, the PRC,
Taiwan, Singapore and Malaysia and are deemed as competing with the wholesale and retail businesses of the Group.
However, the S.T. Dupont brand is targeted at its own specific customer base which is attracted by its unique history and
exclusive product range. Given the distinct features of the S.T. Dupont brand, the Group considers that its interests are
adequately safeguarded. The day-to-day operations of the Group and the ST Dupont Group are managed by two distinct
management teams based in Hong Kong and France respectively except for Mr. Walter Josef Wuest who as af orementioned
isone of the three supervisory board members.

In order to further safeguard the interests of the Group, those directors of the Company not interested in this competing
business review on aregular basis the businesses and operations of the Group to ensure that its businesses are run on the
basis that they are independent of, and at arm’s length from, these subsidiary companies of S.T. Dupont S.A..

Dr. Dickson Poon, the Group Executive Chairman, is a director of Artland and Precision and the ultimate sharehol der of
the Artland Group which is engaged in the sale of watches and jewellery in Hong Kong. These businesses are deemed as
competing with the retail business of the Group. However, the Artland Group targets its own specific customer base which
is attracted by its unique history, reputation and image. Given the distinct features of the Artland Group’s customer base,
the Group considersthat itsinterests are adequately safeguarded. The day-to-day operations of the Group and the Artland
Group are managed by two distinct management teams except for Dr. Dickson Poon who as aforementioned is one of the
four board members of Artland and one of the five board members of Precision.

In order to further safeguard the interests of the Group, those directors of the Company not interested in this competing
business review on aregular basis the businesses and operations of the Group to ensure that its businesses are run on the
basis that they are independent of, and at arm’s length from, the Artland Group.

Public Float

Based on the information that is publicly available to the Company and within the knowledge of the directors as at the date of this
report, the Company has maintained the prescribed amount of public float as required under the Listing Rules at all times up to
the date of thisreport.
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Corporate Governance

The Company is committed to maintaining high standards of corporate governance. The Company recognises that corporate
governance practices are fundamental to the smooth, effective and transparent operation of a company and its ability to attract
investment, protect the rights of shareholders and enhance shareholder value.

The Company has complied with the code provisions of the Code on Corporate Governance Practices as set out in Appendix 14
of the Listing Rules throughout the year ended 31st March, 2007. Detailed information on the Company’s corporate governance
practicesis set out in the Corporate Governance Report on pages 32 to 38.

I ndependent Auditor

KPMG retireand, being eligible, offer themselvesfor reappointment. A resolution for the reappointment of KPMG asindependent
auditor of the Company isto be proposed at the forthcoming annual general meeting.

By Order of the Board

——
ot

—

Dickson Poon
Group Executive Chairman
Hong Kong, 26th June, 2007
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