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The coIIaboratlon with a wholly- owned sub5|d|ary of Yue Yuen Industrial

(Holdings) Limited has successfully enabled our Group to further explore
into the international market. The Group is committed to expand its
client network into other regions around the world in the coming year.
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2005 2004
Results HKS$ Million HK$ Million
Turnover 451.4 3254
Operating profit before depreciation, amortisation, interest and tax 115.2 46.6
Profit attributable to shareholders 94.1 32.1
Earnings per share HK$0.28 HK$0.17
Dividend per share
— Interim HK4.5 cents HK3.0 cents
— Final HK6.0 cents HK3.5 cents

2005 2004
Financial Position HK$ Million HK$ Million
Total assets 557.0 174.3
Net debts Nil 2.1
Shareholders’ equity 502.3 90.4
Net assets per share HK$1.49 HK$0.48
Net debts to total assets (excluding cash) Nil 1.53%
Net debts to shareholders’ equity Nil 2.32%

Profit Attributable Shareholders’

to Shareholders Equity
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The performance of our Group for the year ended 31 March 2005
continues to be encouraging. The production line of our New
Production Plant will commence operation in the last quarter of 2005.
The New Production Plant will minimize production cost as the
operation becomes more efficient. Meanwhile, it provides ample
room for further expansion. The referrals by Yue Yuen from its strong
international brand names client base have expanded our Group’s
customer base further in the international market.

Dear Shareholders,

On behalf of the board of directors (the “Board”) of
Eagle Nice (International) Holdings Limited (the
“Company”), | am pleased to present the annual report
of the Company and its subsidiaries (together the
"Group”) for the year ended 31 March 2005.

Business Review

It is a delight to report that the performance of our
Group for the year ended 31 March 2005 continues to
be excellent and encouraging.

Comparing to the previous corresponding year, the

consolidated turnover and net profit attributable to

shareholders increased by approximately 38.7% and
193.1% respectively.



Results Highlights
The results highlights for the year ended 31 March
2005 are as follows:

Turnover increased by approximately 38.7% to
approximately HK$451.4 million;

Net profit attributable to shareholders increased by
approximately 193.1% to approximately HK$94.1
million; and

As at 31 March 2005, our Group's net current assets
increased by approximately 7.9 times from
approximately HK$41.0 million in the previous
corresponding year to approximately

HK$366.5 million.

Launch of Our New Production Plant

To accommodate our Group’s expansion plan, we
have established a new production plant (“New
Production Plant”) located at No. 48 Heng Shan
Road, Shantou, People’s Republic of China (the
“PRC"). The New Production Plant is a 7-storeyed
industrial complex, with a gross floor area of
approximately 67,000 square metres. The
construction work has been completed. The New
Production Plant is scheduled to commence operation
in the last quarter of 2005. It will increase our Group'’s
existing production capacity.

Looking ahead to the coming year, we remain
optimistic while we expect to meet some challenges.
In the short term, the launch of our New Production
Plant may result in additional manpower and outlay
such as set-up related expenses. The profit in the
year 05/06 may be slightly affected due to additional
outlay and depreciation for the new plant and
equipment. We believe that this effect is only
temporary. As the New Production Plant increases its
capacity and quantity produced, we believe that the
effect will be minimized.
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As such, we are confident that our Group can achieve
sustainable growth in subsequent years.

We believe that the New Production Plant will bring
benefits to the Group. Firstly, the New Production
Plant will minimize production cost as the operation
becomes more efficient. Secondly, it provides ample
room for further expansion.

Successful Collaboration With A Wholly-
Owned Subsidiary Of Yue Yuen
Industrial (Holdings) Limited

("Yue Yuen”)

With the Subscription Agreement made on 3 March
2004, the strategic collaboration between our
Company and Yue Yuen has proven to be fruitful. The
experienced experts of Yue Yuen have assisted our
Group in the fields of production. In addition, with
referrals by Yue Yuen from its strong international
brand names client base, our Group’s customer base
has expanded further in the international market.

Looking Forward

Our Group has a track record of solid client base,
including international brand names such as Nike,
adidas and Puma. We firmly believe that our Group
has promising prospects. In the future, we will
continue to adopt the quality-oriented principle. To
establish and maintain our leading position in the
fields of sportswear manufacturing, our Group has
dedicated more resources to acquire additional
production plant. In the meantime, our management
will make every effort to tighten the cost control. This
will be achieved without compromising the quality of
our products. In order to expand business and reduce
production cost, our Group is planning to expand our
production facilities and labour training to other
places of the world in the coming year. To serve the
purpose of maximizing profit growth, our Group is
also searching for opportunities of working with
suitable business partners.

On behalf of the Board, | would like to extend our
gratitude to all staff for their dedication and hard work.

Chung Yuk Sing
Chairman

Hong Kong, 8 July 2005
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Currently, our focuses are (a) to expand and develop the overseas
markets and (b) to extend our production facilities to other parts of
the PRC and the world. Our Group continues to acquire further plant

and machinery, employ more labour and lease more factory premises.
The management believes that such focus will enable our Group to
develop its full potential by reducing the labour cost, minimizing the
investment risk and meeting the international markets standards.

Business Review

The Group is principally engaged in the design and
manufacture of sportswear for men, women and
children on an OEM (an acronym for “original
equipment manufacturer”, which produces or customises
products according to the design supplied by others) basis.
The sportswear manufactured and sold by the Group
can broadly be divided into tracksuits, sports pants,
jackets, sweaters and t-shirts. The remaining products
comprise casual wear, kids wear and fashion wear. The
Group manufactures products under international
brandnames such as Nike, adidas and Puma.

For the year ended 31 March 2005, the Group's
products were mainly sold to Japan, the PRC and
South Korea.

The performance of the Group for the year ended 31
March 2005 was strong compared to the previous
corresponding year in 2004 as the turnover and net
profit from ordinary activities attributable to the
shareholders of the Group increased by approximately
38.7% and approximately 193.1% respectively.

The growth in turnover came principally from the
increasing orders placed by the Group’s existing
customers such as Nike and other international
brandname customers. Meanwhile, the Group’s
marketing team continued to approach new customers
and orders are constantly taking place by new or
potential customers.
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On the production side, the Group continued to
expand its production capacity during the year ended
31 March 2005 compared to the previous
corresponding year in 2004. A New Production Plant
was being constructed in Shantou, the PRC during the
year. Please refer to the circular of the Company dated
14 July 2004 for further details of the New Production
Plant.

Financial Review

Results

For the year ended 31 March 2005, turnover of the
Group increased to approximately HK$451.4 million
compared to approximately HK$325.4 million for the
previous corresponding year, an increase of
approximately 38.7%. The increase was mainly
attributed to an increase in the orders placed by
customers as a result of the hard work of the Group’s
marketing team supported by an expansion in the
Group's production capacity. In terms of
geographical segments, sales to the Group’s
major markets, i.e. Japan and the PRC
increased by approximately 21.7% and
107.7% respectively.

Gross profit of the Group for the year
ended 31 March 2005 increased to
approximately HK$128.2 million
compared to approximately
HK$60.8 million for the

previous corresponding
increase of

110.9%. The increase
attributed to the
and an increase

The gross

year, an
approximately
was mainly
increase in turnover
in gross profit margin.
profit margin of the Group
was approximately 28.4%
for the year ended 31 March
2005, an increase of
approximately 9.7% compared to
approximately 18.7% for the previous ‘
corresponding year. The improvement in
gross profit margin was attributed to (a)
improved production efficiency as a result of (i)
implementation of a more advanced production
planning computer system assisted by Yue Yuen
Industrial (Holdings) Limited, (i) increase in the
use of more advanced machinery, (iii) a more
stable quality and timely delivery of
materials, (b) a lower percentage increase in
direct labours, and (c) reduction in
material consumption and wastage.
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Other income for the year ended 31 March 2005
increased by approximately 97.2% to approximately
HK$7.1 million compared to approximately HK$3.6
million for the previous corresponding year. The
increase was mainly attributed to an increase in the
amount of sale of samples and interest income.

Selling and distribution expenses of the Group for the
year ended 31 March 2005 increased to approximately
HK$5.1 million compared to approximately HK$4.4
million for the previous corresponding year, an
increase of approximately 15.9%. The increase was
mainly attributed to the increase in the transportation
costs to customers due to increase in turnover and
increase in advertising fee.

Administrative expenses for the year ended 31 March
2005 increased by approximately 19.5% to
approximately HK$26.4 million compared to
approximately HK$22.1 million for the previous
corresponding year. The increase was mainly due to an
increase in the level of salaries and general expenses
to cope with the expansion of the business.

Management Discussion and Analysis (continued)

Finance costs for the year ended 31 March
2005 decreased by approximately 91.3%
to approximately HK$0.2
million compared

to approximately

HK$2.3 million for

the previous
corresponding year.

The decrease was

mainly attributed to the
lower average level of
bank borrowings
compared to the previous
corresponding year.

The Group's profit
attributable to shareholders
for the year ended 31 March
2005 increased by
approximately 193.1% to
approximately HK$94.1
million compared to
approximately HK$32.1
million for the previous

N



Management Discussion and Analysis (continued)

The quality-oriented principle has
been our production doctrine for
years. The Group manufactures

products under well-known
brandnames such as Nike, adidas and
Puma. The products manufactured
and sold by the Group range from
tracksuits, sports pants, jackets,
sweaters, t-shirts, casual wear, kids
wear and fashion wear. The steadily
increasing number of orders placed
by our customers is evidence of the
success of our production doctrine.
Another recognition of the quality of
our products is the issue of the
“Quality Check Certificates” from
Nike to our Group. \We strive to meet
the clients' requirements at all times.

corresponding year. The increase was the result of
an increase in the level of turnover and gross
profit margin.

Liquidity and
Financial
Resources
. As at 31 March

2005, the Group
had net current
assets of

million (31 March 2004:
approximately HK$41.0 million).

The Group generally finances its
operations with internally
generated resources and

banking

¢

approximately HK$366.5
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facilities provided by its bankers. Net proceeds from the
initial public offering of the Company'’s shares,
subscription of the Company’s shares and convertible
note and placing of the Company’s shares during the
year were primarily used for acquisition of new
machinery and fixtures and fittings to support the
expansion in capacity, to acquire additional factory
building in the PRC and to expand the Group’s marketing
team and sales network. Please refer to the Report of
Directors in this annual report for the details of the use
of proceeds from the initial public offering of the
Company’s shares and from the subscription and placing
of new shares and the issue of convertible note of the
Company. As at 31 March 2005, the Group had cash
and bank deposits amounted to approximately
HK$328.4 million (31 March 2004: approximately
HK$36.9 million).

As at 31 March 2005, the Group had no outstanding
borrowings. However, as at 31 March 2004, the Group
had outstanding borrowings of approximately HK$38.9
million, comprising secured bank overdrafts of
approximately HK$7.4 million, secured trust receipt loans
of approximately HK$18.9 million, secured mortgage
loans of approximately HK$5.7 million, other secured
bank loans of approximately HK$5.0 million and
obligations under finance leases of approximately
HK$1.9 million, of which approximately HK$33.3 million
of the total outstanding borrowings were repayable
within one year and the remaining balance of
approximately HK$5.6 million was repayable beyond one
year but within five years.

As at 31 March 2005, the Group had aggregate banking
and credit facilities of approximately HK$159.6 million
(31 March 2004: approximately HK$99.2 million) and
were secured by: (i) one of the leasehold land and
buildings of the Group; (i) the unlisted investment funds
of the Group; (iii) pledged bank deposits of the Group;
(iv) corporate guarantees executed by the Company;
and (v) unlimited corporate guarantees executed
by two subsidiaries. No banking and
credit facilities were utilised by
the Group as at 31 March
2005 (31 March 2004:
approximately

HK$38.9 million).
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As at 31 March 2005, the Group’s gearing ratios
represented by total liabilities as a percentage of the
Group’s total assets amounted to approximately 9.8%
(31 March 2004: approximately 48.2%).

The Group did not have any significant contingent
liabilities not provided for at the balance sheet date (31
March 2004: nil).

For the year ended 31 March 2005, the Group was not
subject to any significant exposures in foreign exchange
rates risk. Hence, no financial instrument for hedging
was employed.

The management believes that the existing financial
resources will be sufficient to meet future expansion
plans and, if necessary, the Group will be able to obtain
additional financing with favourable terms.

Capital Structure

The shares of the Company (“Shares”) were listed on
the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 22 August 2003.
During the period from 22 August 2003 to 31 March
2005, the capital structure of the Company had the
following changes:

On 3 March 2004, the Company, Time Easy
Investment Holdings Limited (“Time Easy”) and Mr.
Chung Yuk Sing entered into the conditional
subscription agreement (the “Subscription
Agreement”) with Great Pacific Investments Limited
("Great Pacific”) and Yue Yuen in relation to the
subscription by Great Pacific of 105,000,000 new
shares in the Company at HK$1.06 per share, making
a total subscription price of HK$111.3 million, and of
the convertible note issued by the Company (the
“Convertible Note”) to Great Pacific at a subscription
price of HK$207.06 million. The total consideration
payable by Great Pacific for the subscription was
HK$318.36 million, which was payable in cash upon
completion of the Subscription Agreement.

On the same day, the Company entered into the
conditional placing agreement (the “Placing
Agreement”) with Barits Securities (Hong Kong)
Limited (“Barits”), pursuant to which Barits agreed to
place, on a fully underwritten basis, and the
Company agreed to issue, an aggregate of
35,000,000 new shares in the Company at HK$1.06
per share (the “Placing Shares”). The total
subscription price for the Placing Shares was
approximately HK$37.1 million, which was payable in
cash upon completion of the Placing Agreement.

Management Discussion and Analysis (continued)

The completion of the Subscription Agreement and
the Placing Agreement took place on 16 April 2004.
Immediately upon completion of the Subscription
Agreement and the Placing Agreement, the public
float had become about 24.56% of the total issued
share capital of the Company. Time Easy sold
1,500,000 Shares in the market on 23 April 2004 to
restore sufficient public float for the Shares to 25%.

On 28 December 2004, the Company entered into
the amendment agreement (the “Amendment
Agreement”) with, among other parties, Great Pacific
to amend the existing terms of the Convertible Note
so that Great Pacific might immediately upon the
Amendment Agreement became effective exercise
the conversion rights under the Convertible Note to
convert the outstanding Convertible Note into the
Shares (the “Conversion Shares”), instead of only
during the one month period before the third
anniversary of the Convertible Note (the “Early
Conversion”). In addition, according to the terms of
the Amendment Agreement, within 3 business days
after the Amendment Agreement became effective,
Great Pacific would exercise the conversion rights
under the Convertible Note in full and the Company
should allot and issue the Conversion Shares to Great -
Pacific or its nominee in accordance with the terms F

and conditions of the Convertible Note.

On 3 March 2005, Time Easy had concluded a
placing agreement pursuant to which Barits would
place 22,000,000 Shares at the placing price of
HK$4.125 per share to not less than 6
independent investors (the “Vendor Placing
Agreement”) in order to fulfil the condition of
the Amendment Agreement that the public
float of the Shares would not be less

than 25% immediately before and

after the Early Conversion. '*

The completion of the Vendor
Placing Agreement, the
Amendment Agreement and the .., :
Early Conversion took place on 7 March ~=____
2005, 15 March 2005 and 17 March 2005
respectively.

1

Set out below is a table showing the shareholding
structure of the Company (i) as at 1 April 2004, (ii)
immediately upon completion of the Subscription
Agreement and the Placing Agreement on 16
April 2004, (iii) immediately upon
completion of the Subscription
Agreement and the Placing
Agreement and the disposal of
1,500,000 Shares by Time Easy on



Management Discussion and Analysis (continued)

23 April 2004, (iv) immediately upon completion of
the Vendor Placing Agreement on 7 March 2005, and

Immediately upon
completion of
the Subscription
Agreement and the
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(v) immediately upon Early Conversion of the

Convertible Note on 17 March 2005:

Immediately upon
completion of
the Subscription
Agreement and the
Placing Agreement
and the disposal of
1,500,000 Shares

Immediately
upon completion
of the Vendor

Immediately
upon Early
Conversion of the

As at Placing Agreement by Time Easy on Placing Agreement  Convertible Note
1 April 2004 on 16 April 2004 23 April 2004 on 7 March 2005 on 17 March 2005

Number of Number of Number of Number of Number of
Shares % Shares % Shares % Shares % Shares %
Time Easy 150,000,000 75.00 150,000,000 44.12 148,500,000 43.68 126,500,000 37.21 126,500,000 29.63
Ms. Tsang Sau Fan 1,500,000  0.75 1,500,000 0.44 1,500,000 0.44 1,500,000 0.44 1,500,000 0.35
Great Pacific - - 105,000,000 30.88 105,000,000 30.88 105,000,000 30.88 192,000,000 44.96
Public 48,500,000 24.25 83,500,000 24.56 85,000,000 25.00 107,000,000 31.47 107,000,000 25.06
Total 200,000,000 100.00 340,000,000 100.00 340,000,000 100.00 340,000,000 100.00 427,000,000 100.00

Comments on Segmental Information
Segment information is presented by way of the
Group's primary reporting basis, by geographical
segment. No further business segment is presented as
the Group is solely engaged in the manufacture and
trading of sportswear and garments.

The Group’s turnover by geographical segments,
based on location of customers, for the two years
ended 31 March 2005 are summarised as follows:

Significant Investments
As at 31 March 2005, there was no significant
investment held by the Group (31 March 2004: nil).

Material Acquisition or Disposal of
Subsidiaries and Associated Companies
There was no material acquisition or disposal of
subsidiaries and associated companies
during the year ended 31 March 2005.

Employees and
Remuneration Policies
As at 31 March 2005, the
Group employed a total
of 4,721 (31 March
2004: 4,563)

2005 2004 Year-on-year

HK$'000 % HK$'000 % % change

Hong Kong 14,853 3.3 13,591 4.2 9.3
PRC 177,722 39.3 85,561 26.3 107.7
Japan 165,213 36.6 135,734 41.7 21.7
South Korea 48,649 10.8 54,150 16.6 (10.2)
Australia 12,557 2.8 3,722 1.2 237.4
Others 32,452 7.2 32,653 10.0 (0.6)
451,446 100.0 325,411 100.0 38.7

employees including directors. Total staff costs
including directors emoluments were approximately
HK$78.6 million in the year under review (31 March
2004: approximately HK$66.9 million).

The employees are remunerated based on their work
performance, professional experiences and the
prevailing industry practice. The Group also makes
contributions to the statutory mandatory provident
fund scheme for the employees of the Group in
Hong Kong and to the central pension scheme for
the employees of the Group in the PRC. A share
option scheme is operated by the Company from 6
August 2003. In the year under review, no share
options have been granted to any employees.
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Our Brands

The Group manufactures products
under international brandnames
such as Nike, adidas and Puma.
Long-term business opportunities can
be seen under these international
brandnames. The growth in turnover
came principally from the increasing
orders placed by the Group’s existing
customers such as Nike and other
international brandname customers.
Meanwhile, the Group will continue
to approach new customers and
orders are constantly taking place by
new or potential customers.

Future Plans for Material Investments or
Capital Assets and their Expected Source
of Funding

As part of our expansion plans, the Group had entered
into agreements acquiring new plants and buildings
during the year.

In order to increase the production capacity of the
Group to cope with the increasing orders, on 19 June
2004, Yumei (Shantou) Garments Co., Ltd. (previously
known as “Yue Mei (Shantou) Garment
Manufacturing Co. Ltd.”), a wholly-owned subsidiary
of the Company entered into an agreement with J|l|58
FOERE [ A 1B T A 3 A BR A &)(Shantou Special
Economic Zone Cheng De Industrial Village
Development Co. Ltd.) (“C.D. Real Estate”), an
independent corporation established in the PRC,
whereby C.D. Real Estate would construct and sell,
and the Group would purchase, the New Production
Plant for a consideration of RMB102,175,000
(approximately HK$96,391,509). The New Production
Plant was erected on a piece of land with a site area of
approximately 23,334 square metres. The New
Production Plant comprises a 7-storeyed industrial
complex with a planned gross floor area of
approximately 67,000 square metres together with
ancillary facilities including a basketball court and a car
port. The construction work has been completed. The
New Production Plant is scheduled to commence
operation in the last quarter of 2005. It will increase
the Group’s production capacity. As at 31 March
2005, a deposit of approximately HK$42,453,000 was
made. Subsequent to the balance sheet date, on 14
April 2005, the New Production Plant was examined
and accepted by and delivered to the Group. The
Group is currently in the progress of applying for the
relevant title certificates.

Management Discussion and Analysis (continued)

On 12 January 2005, Eagle Nice Development Limited,
a wholly-owned subsidiary of the Company entered
into a provisional agreement for sale and purchase
with Chericourt Company Limited for the acquisition
of totalling 18 units all on the 9th Floor of Tower B,
Regent Centre, 70 Ta Chuen Ping Street, Kwai Chung,

New Territories, Hong Kong (the “Properties”) for a
consideration of HK$19,594,080.

The Group expected an increase in the rental level

for commercial properties generally in the next few
years and considered it appropriate to acquire the
existing leased properties, as well as acquiring 7 more
units on the same floor of the building, which the
Board intended to recover vacant possession
upon the expiration of the existing tenancies, for
self-use as office and/or warehouse. The Board
believes that the acquisition of the Properties
represents a good investment opportunity in
commercial property for the Company and will
improve the Company’s operating
performance in the medium to long run.

For further details of the acquisition of the New
Production Plant and the Properties, please refer
to the circular and the announcement of the

Company dated 14 July 2004 and 12 January
2005 respectively.

The source of funding for the acquisition
came partly from the proceeds of the
share offer, the subscription and the

placing of the Shares and the issue of
Convertible Note.
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Our New Production Plant
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The New Production Plant in
Shantou Special Economic
Zone is erected on a piece
of land with a site area of
approximately 23,334 square
metres. The New Production
Plant comprises a 7-storeyed
industrial complex with
ancillary facilities including a
basketball court, a medical
room and a car port.
Modernized production
facilities include new
machinery, fixtures and
fittings. This all-inclusive
production environment can
significantly increase the
production quality and
efficiency of our Group.
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Executlve Directors

Chung Yuk Sing, aged 44, is the Chairman and an
executive director and the co-founder of the Group.
Mr. Chung is responsible for the overall strategic
planning, marketing and management functions of
the Group. Mr. Chung has over ten years of
manufacturing and management experience in the
garment industry. He was appointed as an executive
director in October 2002. He is the spouse of Ms.
Tsang Yuk Ni and the nephew of Mr. Chung Tung Sau.

Tsang Yuk Ni, aged 39, is an executive director and
the co-founder of the Group. Ms. Tsang is responsible
for the administrative and management functions of
the Group. Ms. Tsang has over ten years of
administration experience in the garment industry. She
was appointed as an executive director in October
2002. She is the spouse of Mr. Chung Yuk Sing.

Chung Tung Sau, aged 52, is an executive director.
Mr. Chung is responsible for the strategic planning and
management functions of the Group. Mr. Chung has
over twenty years of managerial experience in the
manufacturing industry in particular, in the areas of
production and sales and was previously a director of
Quam Limited (previously known as Wah Fu
International Holdings Limited), a company listed on the
Main Board of the Stock Exchange. Prior to joining the
Group in October 2002, he worked as a sales director
in a securities company. Mr. Chung was an
independent non-executive director of IA International
Holdings Limited, a company listed on the Growth
Enterprise Market of the Stock Exchange, until October
2003. He was appointed as an executive director in
October 2002. He is the uncle of Mr. Chung Yuk Sing.

Tsang Sau Fan, aged 38, is an executive director and
general manager of the Group. Ms. Tsang is responsible
for the sales and marketing functions of the Group. Ms.
Tsang has over ten years of experience in sales of
garment products. Prior to joining the Group in March
1996, she worked as a merchandiser in a garment
manufacturing company in Hong Kong. She was
appointed as an executive director in October 2002.

Ku Yu Sun, Edward, aged 63, is an executive
director. Mr. Ku was the senior partner of the law
firm, Ku & Fong, in Los Angeles and is licensed to
practise law in California and Taiwan. He also served
as an executive director and the secretary of First
Public Bank in Los Angeles. Mr. Ku holds a bachelor-
in-law degree from National Taiwan University and
received his J.D. degree from Washington University in
St. Louis, U.S.. Mr. Ku concurrently serves as the
executive director and general counsel of Yue Yuen, a
company listed on the Main Board of the Stock
Exchange, since 1997, responsible for legal affairs,
organisational management and control, merger and
acquisition and supervision of group labour practice of
Yue Yuen Group. In the past three years, Mr. Ku has
been and still is the executive director of Symphony
Holdings Limited, a company listed on the Main Board
of the Stock Exchange, the supervisor of Elite Group
Computer Systems Co., Ltd. and Global Brands
Manufacture Ltd. and the director of certain
companies within the Yue Yuen Group. He was
appointed as an executive director in April 2004.

Kuo Tai Yu, aged 55, is an executive director. Mr. Kuo
has 28 years of experience in production of footwear
in Taiwan. He received a bachelor’s degree from
Chung Hsing University in Taiwan. In the past three
years, Mr. Kuo has been and still is the director of
certain companies within the Yue Yuen Group and the
director of Pou Chen Corporation, a company listed
on the stock exchange of Taiwan. He is currently the
executive director of Yue Yuen and general manager
in charge of one of Yue Yuen's three shoe
manufacturing groups since 1996. He was appointed
as an executive director in April 2004.



Non-Executive Director

Ong Chor Wei, aged 35, is a non-executive director and
the secretary of the Company. Mr. Ong is responsible for
the financial management functions of the Group. He
graduated from the London School of Economics and
Political Science, University of London with a Bachelor of
Laws degree in 1990. He obtained a Master of Business
Administration jointly awarded by the University of Wales
and the University of Manchester in 2000. He is a
member of the Hong Kong Institute of Certified Public
Accountants and an associate member of the Institute
Chartered Accountants in England and Wales. Mr. Ong
has over fourteen years of experience in finance and
accounting. Mr. Ong is also an executive director of FX
Creations International Holdings Limited, a company
listed on the Growth Enterprise Market of the Stock
Exchange and a non-executive director of Jets Technics
International Holdings Limited, a company listed on the
Singapore Exchange Securities Trading Limited. He has
been a non-executive director and secretary of the
Company since October 2002.

Independent Non-Executive Directors
Chan Cheuk Ho, aged 38, obtained a masters degree
in Business Administration from the University of
Manchester in 2003. He is also a fellow member of
the Hong Kong Institute of Certified Public
Accountants. Mr. Chan has more than ten years of
experience in accounting and finance. He has been an
independent non-executive director of the Company
since November 2002.

Li Chi Chung, aged 36, is a solicitor practising in
Hong Kong. He obtained a bachelor degree in laws
from the University of Sheffield in England in 1990.
Mr. Li was admitted as a solicitor in Hong Kong in
1993 and his practice has been focused on
commercial related matters. He is also an independent
non-executive director of PINE Technology Holdings
Limited, a company listed on the Growth Enterprise
Market of the Stock Exchange. He has been an
independent non-executive director of the Company
since November 2002.

Cheng Yung Hui Tony, aged 63, is the chairman and
chief executive officer of World Friendship Company, Ltd.
Mr. Cheng has over 30 years of experience in operating
his company. He often travels between Taiwan, the PRC
and United States to manage his business. He has
extensive experience in international business, and has
profound knowledge in the recreational vehicle,
automotive accessory, and air tool industries. He has
been an independent non-executive director of the
Company since September 2004.
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Senior Management

Chan Zhen Hao, aged 39, is the supervisor of the
Group’s production facilities in the PRC. He is
responsible for the management and production
functions of the Group in the PRC. Mr. Chan has
over ten years of experience in production of
garment. Prior to joining the Group in March 1987,
he worked as a supervisor in a garment
manufacturing company in the PRC.

Ching Yuen Fun, aged 37, is the administration
assistant of the Group. She is responsible for the
administrative functions of the Group. Ms. Ching
obtained a diploma in management studies awarded
jointly by Hong Kong Management Association and
the Hong Kong Polytechnic University in 1999. Ms.
Ching has over five years of experience in
administration. Prior to joining the Group in January
2002, she worked as an administrative assistant in a
sports company in Hong Kong.

Luo Wen, aged 38, is the sales manager of the
Group. She is responsible for the Group’s sales in the
PRC. Ms. Lo has over five years of experience in sales
and marketing. She obtained a degree from Xiang Fan
University, the PRC in 1986. Prior to joining the Group
in May 1995, she worked for a property development
company in the PRC.

Mak Shun Yee, aged 35, is the accountant of the
Group. She is responsible for the accounting and
finance functions of the Group. Ms. Mak has over
ten years of experience in accounting and finance.
Prior to joining the Group in January 1995, she
worked in a toy manufacturing company in Hong
Kong.
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The directors present their report and the audited
financial statements of the Company and of the
Group for the year ended 31 March 2005.

Principal activities

The principal activity of the Company is investment
holding. Details of the principal activities of the
subsidiaries of the Company are set out in note 16 to
the financial statements. There were no significant
changes in the nature of the Group’s principal activities
during the year.

Results and dividends

The profit of the Group for the year ended 31 March
2005 and the state of affairs of the Company and of
the Group at that date are set out in the financial
statements on pages 49 to 94.

An interim dividend of HK4.5 cents per ordinary
share was paid on 2 December 2004. The directors
recommend the payment of a final dividend of
HK6 cents per ordinary share in respect of the year,
to shareholders on the register of members on 11
August 2005. This recommendation has been
incorporated in the financial statements as an
allocation of retained profits within the capital and
reserves section of the balance sheet.

Use of proceeds from the initial public
offering of the Company and the issue of
new shares and a convertible note of the
Company

The proceeds from the issue of new shares of the
Company at the time of its listing on The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) on 22 August 2003, after deduction of
related expenses, amounted to approximately HK$21
million. Up to 31 March 2005, these proceeds were
fully applied in accordance with the proposed
applications set out in the Company’s listing
prospectus dated 12 August 2003 (the “Prospectus”),
as follows:

HK$

(in million)

Acquisition of additional factory buildings 10
Acquisition of new machinery and fixtures and fittings 6
Marketing and promotion 3
General working capital 2
21

The proceeds from the issue of new shares and a
convertible note by the Company in April 2004, after
deduction of related expenses, amounted to
approximately HK$343 million. As at 31 March 2005,
the Group had utilised approximately HK$89 million,
which was in line with the proposed applications set
out in the circular of the Company dated 24 March
2004 (the “Circular”), as follows:

HK$

(in million)

Acquisition of additional factory buildings 32
Acquisition of new machinery and fixtures and fittings 17
General working capital 40

89



The remaining net proceeds of approximately HK$254
million at 31 March 2005 were placed on short-term
interest-bearing deposits with banks in Hong Kong.
The directors intend to use the net proceeds in the
manner as disclosed in the Circular.
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Summary financial information

The following is a summary of the published results
and assets and liabilities of the Group for the last five
financial years prepared on the basis set out in the
note below.

Results
Year ended 31 March
2005 2004 2003 2002 2001
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
Turnover 451,446 325,411 242,330 218,704 178,191
Profit before tax 103,261 35,597 34,275 31,630 23,281
Tax (9,200) (3,511) (3,444) (3,502) (3,246)
Net profit from ordinary activities
attributable to shareholders 94,061 32,086 30,831 28,128 20,035
Assets and liabilities
As at 31 March
2005 2004 2003 2002 2001
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
Non-current assets 137,269 56,186 45,234 14,600 10,910
Current assets 419,691 118,162 47,865 42,094 29,323
Current liabilities (53,226) (77,136) (47,333) (33,685) (25,097)
Net current assets 366,465 41,026 532 8,409 4,226
Non-current liabilities (1,466) (6,850) (7,774) (910) (1,010)
502,268 90,362 37,992 22,099 14,126

Note:

The summary of the consolidated results of the Group for each of three years ended 31 March 2003 and of the assets and
liabilities of the Group as at 31 March 2001, 2002 and 2003 have been extracted from the Prospectus. The summary was prepared
as if the current structure of the Group had been in existence throughout these financial years. The consolidated results of the
Group for each of the two years ended 31 March 2005 and the consolidated assets and liabilities of the Group as at 31 March
2004 and 2005 are those set out on pages 49 to 94 of the annual report.

Fixed assets

Details of movements in the fixed assets of the
Group during the year are set out in note 13 to the
financial statements.

Share capital

Details of movements in the share capital of the
Company during the year, together with the
reasons therefor, are set out in note 25 to the
financial statements.

Pre-emptive rights

There are no provisions for pre-emptive rights under
the Company’s articles of association or the laws of
the Cayman Islands which would oblige the Company
to offer new shares on a pro rata basis to existing
shareholders.

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 of the Group during the year are set out in note
27 to the financial statements.

Distributable reserves

At 31 March 2005, the Company'’s reserves available
for distribution, calculated in accordance with the
provisions of the Companies Law of the Cayman
Islands, amounted to HK$429,644,000, of which
HK$25,620,000 has been proposed as a final dividend
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for the year. The amount of HK$429,644,000
includes the Company’s share premium account and
capital reserve, of HK$403,020,000 in aggregate at 31
March 2005, which may be distributed provided that
immediately following the date on which a dividend is
proposed to be distributed, the Company will be in a
position to pay off its debts as and when they fall due
in the ordinary course of business.

Major customers and suppliers

In the year under review, sales to the Group’s five
largest customers accounted for approximately 99.1%
of the Group’s total sales for the year and sales to the
largest customer included therein accounted for
approximately 70.2%.

Purchases from the Group’s five largest suppliers
accounted for approximately 57.1% of the Group’s
total purchases for the year and purchases from the
largest supplier included therein accounted for
approximately 22.6%.

None of the directors of the Company or any of their
associates or any shareholders (which, to the best
knowledge of the directors, own more than 5% of the
Company’s issued share capital) had any beneficial
interest in the Group’s five largest customers or suppliers.

Directors
The directors of the Company during the year were:

Executive Directors:
Mr. Chung Yuk Sing
Ms. Tsang Yuk Ni

Mr. Chung Tung Sau
Ms. Tsang Sau Fan

Mr. Ku Yu Sun, Edward
Mr. Kuo Tai Yu

(Appointed on 16 April 2004)
(Appointed on 16 April 2004)

Non-Executive Director:
Mr. Ong Chor Wei

Independent Non-Executive Directors:
Mr. Chan Cheuk Ho

Mr. Li Chi Chung

Mr. Cheng Yung HUi, Tony (Appointed on 30 September 2004)
In accordance with article 86(3) of the Company’s
articles of association, Mr. Cheng Yung Hui, Tony
will hold office until the forthcoming annual general
meeting of the Company and, being eligible, offer
himself for re-election at the forthcoming annual
general meeting.

Report of Directors (continued)

In accordance with article 87 of the Company’s articles
of association, Mr. Chung Tung Sau and Mr. Li Chi
Chung will retire by rotation and, being eligible, offer
themselves for re-election at the forthcoming annual
general meeting.

The Company has received annual confirmations of
independence from Mr. Chan Cheuk Ho, Mr. Li Chi
Chung and Mr. Cheng Yung Hui, Tony, and still
considers them to be independent as at the date of
this report.

Directors’ and senior management’s
biographies

Biographical details of the directors of the Company
and senior management of the Group are set out on
pages 16 to 17 of the annual report.

Directors’ service contracts

Other than Mr. Chung Tung Sau who has entered into
a service contract with Eagle Nice Development
Limited (“Eagle Nice Development”), the principal
terms of which are set out in the circular to the
shareholders of the Company accompanying the
annual report, no director proposed for re-election at
the forthcoming annual general meeting of the
Company has a service contract with the Company or
any of its subsidiaries, which is not determinable by
the employing company within one year without
payment of compensation, other than statutory
compensation.

The non-executive directors (including the
independent non-executive directors) have no fixed
terms of office, but are subject to the provisions
governing the retirement and rotation of directors in
the articles of association of the Company.

Directors’ remuneration

The directors’ fee are subject to shareholders’ approval
at general meetings. Other emoluments are
determined by the Company’s board of directors with
reference to directors’ duties, responsibilities and
performance and the results of the Group.

Directors’ interests in contracts

No director had a significant beneficial interest, either
directly or indirectly, in any contract of significance to
the business of the Group to which the Company or
any of its subsidiaries was a party during the year.
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Directors’ and chief executive’s interests
and short positions in shares, underlying
shares and debentures

As at 31 March 2005, the interests and short positions of
the directors and chief executive in the share capital,
underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFO")), which have been
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notified to the Company pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short
positions which any such directors or chief executive was
taken or deemed to have under such provisions of the
SFO) or as recorded in the register required to be kept
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 “Model Code"”), were as follows:

(i) The Company

Percentage
of issued
Capacity/Nature Number of Shares held share capital
Name of director of interest Long position Short position of the Company
Chung Yuk Sing Interest of 126,500,000 - 29.63%
a controlled (Note)
corporation/
Corporate
Tsang Sau Fan Beneficial owner/ 1,500,000 - 0.35%

Personal

Note:
These shares are held by Time Easy Investment Holdings Limited (“Time Easy”). The entire issued share capital of Time Easy is held
by Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni, the wife of Mr. Chung Yuk Sing, in the proportion of 90% and 10% respectively.

(i) Associated corporations
Percentage of
issued share capital

Name of Capacity/ Number and class of shares in of the same class
associated Nature of associated corporation held of the associated
Name of director corporation interest Long position Short position corporation
Chung Yuk Sing Eagle Nice Beneficial 9,000 non-voting 9,000 non-voting 90%
Development owner/ deferred deferred
Personal (Note 1)
Far East (International) Beneficial 9,000 non-voting 9,000 non-voting 90%
Garment Limited owner/ deferred deferred
("Far East”) Personal (Note 2)
Tsang Yuk Ni Eagle Nice Development  Beneficial 1,000 non-voting 1,000 non-voting 10%
owner/ deferred deferred
Personal (Note 1)
Far East Beneficial 1,000 non-voting 1,000 non-voting
owner/ deferred deferred 10%
Personal (Note 2)

Notes:

1. Pursuant to an option agreement dated 28 March 2002, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni granted an
option to Jespar Age Limited (“Jespar”) whereby Jespar has the right to purchase all of his/her non-voting deferred shares
in Eagle Nice Development upon the terms therein provided. Accordingly, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk
Ni is taken to have a short position in his/her non-voting deferred shares in Eagle Nice Development under the SFO.

2. Pursuant to an option agreement dated 28 March 2002, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni granted an

option to Jespar whereby Jespar has the right to purchase all of his/her non-voting deferred shares in Far East upon the
terms therein provided. Accordingly, each of Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni is taken to have a short position
in his/her non-voting deferred shares in Far East under the SFO.
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Save as disclosed above, as at 31 March 2005, none of
the directors or chief executive had an interest or short
position in the shares, underlying shares or debentures
of the Company or any of its associated corporations
that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the
Company and Stock Exchange pursuant to the

Model Code.

Directors’ rights to acquire shares or
debentures

At no time during the year were rights to acquire
benefits by means of the acquisition of shares in or
debentures of the Company granted to any directors or
their respective spouse or children under the age of 18,
or were any such rights exercised by them; or was the
Company or any of its subsidiaries a party to any
arrangement to enable the directors to acquire such
rights in any other body corporate.

Share option scheme
On 6 August 2003, the Company has conditionally
adopted a share option scheme whereby eligible

Report of Directors (continued)

participants of the share option scheme, including
any employee (whether full-time or part-time) and
any director of the Company and/or any of its
subsidiaries who the Company’s board of directors
(the “Board”) may think fit with reference to their
respective contributions to the Group, may be
granted options which entitle them to subscribe for
the shares of the Company. Details of the share
option scheme are set out in note 26 to the
financial statements.

As at 31 March 2005, no share options had been
granted under the share option scheme.

Substantial shareholders’ interests

and short positions in shares and
underlying shares

As at 31 March 2005, the interests and short positions
of the following persons, other than directors and
chief executive of the Company, in the shares and
underlying shares of the Company which have been
disclosed to the Company pursuant to Divisions 2 and
3 of Part XV of the SFO and have been recorded in the
register kept by the Company pursuant to Section 336
of the SFO:

Percentage of

Capacity/ Number of Shares issued share
Nature of Long Short capital of
Name interest position position  the Company
Time Easy Beneficial owner/ 126,500,000 - 29.63%
Personal (Note 1)
Pou Chen Corporation Interest of a controlled 192,000,000 - 44.96%
("PCC™) corporation/Corporate (Note 2)
Wealthplus Holdings Interest of a controlled 192,000,000 - 44.96%
Limited (“Wealthplus") corporation/Corporate (Note 2)
Yue Yuen Industrial Interest of a controlled 192,000,000 - 44.96%
(Holdings) Limited corporation/Corporate (Note 2)
("Yue Yuen")
Pou Hing Industrial Interest of a controlled 192,000,000 - 44.96%
Co. Ltd. ("Pou Hing") corporation/Corporate (Note 2)
Great Pacific Investments Beneficial owner/ 192,000,000 - 44.96%
Limited (”Great Pacific”) Personal (Note 2)
Notes:
1. The entire issued share capital of Time Easy is held by Mr. Chung Yuk Sing and Ms. Tsang Yuk Ni in the proportion of 90%
and 10% respectively.
2. PCC owns the entire interest in Wealthplus, which in turn owns approximately 47.4% interest in Yue Yuen. Yue Yuen owns

the entire interest in Pou Hing which in turn owns the entire interest in Great Pacific.

Saved as disclosed above, as at 31 March 2005, no
person, other than the directors and chief executive of
the Company, whose interests are set out in the section
headed “Directors’ and chief executive’s interests and
short positions in shares, underlying shares and
debentures” above, had an interest or short position in

the shares or underlying shares of the Company which
would fall to be disclosed to the Company under
Divisions 2 and 3 of Part XV of the SFO and recorded in
the register kept by the Company pursuant to Section
336 of the SFO.
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Sufficiency of public float

Based on the information that is publicly available to
the Company and within the knowledge of the
directors, the directors confirmed that at least 25% of
the Company’s total issued share capital was held by
the public as at the date of this report.

Name of director Name of company

Mr. Ku Yu Sun, Edward Yuen Thai Industrial

("Mr. Ku") Company Limited
("Yuen Thai")
(Note)
Note:
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Directors’ interests in a competing
business

Interests of the directors of the Company in
competing businesses required to be disclosed
pursuant to Rule 8.10 of the Rules Governing the
Listing of Securities on the Stock Exchange (the
“Listing Rules”) are as follows:

Nature of
competing business Nature of interest

Garment Manufacturing As a director

Yuen Thai is a company incorporated in Hong Kong on 24 September 2003 and is held as to 50% by Yue Yuen and its subsidiaries
(the “Yue Yuen Group”) and 50% by a subsidiary of Luen Thai Holdings Limited, a company listed on the Stock Exchange since
2004. Mr. Ku has been nominated by the Yue Yuen Group to represent its interest on the board of directors of Yuen Thai.

Having considered (i) the nature, geographical market,
scope and size of Yuen Thai as compared to those of
the Group; and (ii) the nature and extent of Mr. Ku's
interest in Yuen Thai, the directors of the Company
believe that there is unlikely to be any significant
competition caused to the business of the Group.

Save as disclosed above, none of the directors of the
Company or their respective associates was interested
in, apart from the Group's businesses, any business
which competes or is likely to compete, either directly
or indirectly, with the businesses of the Group.

Post balance sheet event
Details of the significant post balance sheet event of the
Group are set out in note 32 to the financial statements.

Code of Best Practice

In the opinion of the directors, the Company has
complied with the Code of Best Practice (the “Code”)
as set out in Appendix 14 to the Listing Rules
throughout the accounting period covered by the
annual report, except that the non-executive directors
of the Company are not appointed for specific terms
as recommended by paragraph 7 of the Code, but are
subject to retirement by rotation in accordance with
the Company’s articles of association.

Model Code for Securities Transactions
The Company has adopted the Model Code as the
Company's code of conduct for dealings in securities of
the Company by the directors. Based on specific
enquiry of the Company’s directors, the directors
confirmed that they have complied with the required
standard set out in the Model Code, throughout the
accounting period covered by the annual report.

Audit committee

The Company has an audit committee which was
established on 6 August 2003 and is in compliance
with Rule 3.21 of the Listing Rules for the purpose of
reviewing and providing supervision over the Group'’s
financial reporting process and internal controls. The
audit committee comprises the three independent
non-executive directors of the Company.

Auditors

Ernst & Young retire and a resolution for their
reappointment as auditors of the Company will be
proposed at the forthcoming annual general meeting.

On Behalf of the Board

Chung Yuk Sing
Chairman

Hong Kong
8 July 2005
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Aciitors!

Ell ERNST & YOUNG

% A & 3t & F KA

To the members

Eagle Nice (International) Holdings Limited
(Incorporated in the Cayman Islands with limited
liability)

We have audited the financial statements on pages 49 to
94 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

Respective Responsibilities of Directors
and Auditors

The Company’s directors are responsible for the
preparation of financial statements which give a true
and fair view. In preparing financial statements which
give a true and fair view it is fundamental that
appropriate accounting policies are selected and
applied consistently. It is our responsibility to form an
independent opinion, based on our audit, on those
financial statements and to report our opinion solely
to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to
any other person for the contents of this report.

Basis of Opinion

We conducted our audit in accordance with
Statements of Auditing Standards issued by the Hong
Kong Institute of Certified Public Accountants. An
audit includes an examination, on a test basis, of
evidence relevant to the amounts and disclosures in
the financial statements. It also includes an
assessment of the significant estimates and

judgements made by the directors in the preparation
of the financial statements, and of whether the
accounting policies are appropriate to the Company's
and the Group’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain
all the information and explanations which we
considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to
whether the financial statements are free from
material misstatement. In forming our opinion we
also evaluated the overall adequacy of the
presentation of information in the financial
statements. We believe that our audit provides a
reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true
and fair view of the state of affairs of the Company
and of the Group as at 31 March 2005 and of the
profit and cash flows of the Group for the year then
ended and have been properly prepared in
accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Ernst & Young

Hong Kong
8 July 2005
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Notes 2005 2004
HtaF —EZERE ZETPUF
HK$'000 HK$'000
FET FET
TURNOVER EE 2] 4 451,446 325,411
Cost of sales SHERAR (323,286) (264,576)
Gross profit E A 128,160 60,835
Other revenue Eblg A 4 7.111 3,606
Selling and distribution costs SHE R HKA (5,114) (4,431)
Administrative expenses THR X (26,373) (22,138)
Other operating expense Hibe g (334) =
PROFIT FROM OPERATING ACTIVITIES BRI 5 103,450 37,872
Finance costs U 8 (189) (2,275)
PROFIT BEFORE TAX R A E F 103,261 35,597
Tax | 9 (9,200) (3,511)
NET PROFIT FROM ORDINARY ACTIVITIES BRRPEM B EEBAR
ATTRIBUTABLE TO SHAREHOLDERS 10 94,061 32,086
DIVIDENDS ®BE 11
Interim A Ef 15,300 6,000
Proposed final 8K R HA 25,620 11,900
40,920 17,900
HK cents HK cents
B JEN
EARNINGS PER SHARE BREF 12
Basic AR 27.8 17.0
Diluted s 22.5 N/AZ 3
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(31 March 2005)
—EFERF=A=4+—H)

Notes 2005 2004
Ktat —EZTHE —ZTF
HK$'000 HK$'000
FBT FET

NON-CURRENT ASSETS FRBEE
Fixed assets EE&E 13 88,313 50,056
Prepayments and deposits for fixed assets EEBE 2 BNFIBRZS 14 44,429 1,630
Long term investments RERIGE 15 4,527 4,500
137,269 56,186

CURRENT ASSETS mEEE
Inventories & 17 47,692 44,520
Accounts and bills receivable FEWERR R = 18 38,557 33,469
Prepayments, deposits and other receivables TAfSFRIA R & R E b EGRIR 5,048 3,297
Pledged deposits RN 19 5,518 5,518
Cash and cash equivalents He MReEEER 19 322,876 31,358
419,691 118,162
CURRENT LIABILITIES mEBE

Accounts and bills payable FERBR R R ER 20 16,209 21,146
Accrued liabilities and other payables JEFT B B R E M e FIE 20,460 12,272
Tax payable FERTFRIR 16,557 10,432
Interest-bearing bank borrowings, secured BRI ERITER 21 - 32,556
Finance lease payables HMEMNERMNKIEA 23 - 730
53,226 77,136
NET CURRENT ASSETS REBEEFE 366,465 41,026
TOTAL ASSETS LESS CURRENT LIABILITIES X¥E&ERABERE 503,734 97,212

NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank borrowings, secured BEERTRRITER 21 - 4,468
Finance lease payables BB E R RIE 23 - 1,172
Deferred tax liabilities FEER AR & 24 1,466 1,210
1,466 6,850
502,268 90,362

CAPITAL AND RESERVES BEXR#EE
Issued capital B EITRA 25 4,270 2,000
Reserves s 27 472,378 76,462
Proposed final dividend FHR AR B B 11 25,620 11,900
502,268 90,362

Chung Yuk Sing

#HEH
Director

EE

Chung Tung Sau

EE

Director

EE
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Notes 2005 2004
Kita —EEHF —ETE
HK$’000 HK$'000
FET FAET

Total equity at beginning of year ER) N 90,362 37,992
Surplus on revaluation of leasehold land and HE T REF

buildings BHA% 13 2,330 5,386
Deferred tax charged to equity IR 2 EEF 18 24 (256) (400)
Surplus on revaluation of long term investments KEIEEEH A 15 27 224
Exchange realignment M 5, 38 BE 27 96 =
Net gains and losses not recognised RRERRERZ

in the profit and loss account Wzs R B 1EF 88 2,197 5,210
Issue of new shares for cash consideration BITHRMREE SR E

and conversion of a convertible note, SRl E S

including share premium (BFERGDRE) 25 355,460 30,000
Share issue expenses AR EEATHI 25 (12,612) (8,926)
Net profit for the year FRLEF| 94,061 32,086
Dividends [N 11

Interim 2004 dividend —TEMERERE - (6,000)

Proposed final 2004 dividend “ETFER AL S (11,900) =

Interim 2005 dividend “TEREFRERE (15,300) =
Total equity at end of year FRIRABEE 502,268 90,362
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(Year ended 31 March 2005)
(B2 —ETRF=A=+—HILFE)

Notes 2005 2004
Kita —EEHF —ETE
HK$’000 HK$°000
FET FAET
CASH FLOWS FROM OPERATING ACTIVITIES REEKELCHERE
Profit before tax FR 5 B A 103,261 35,597
Adjustments for: RATIEE A%
Interest income FLEHA 4 (2,192) (288)
Depreciation e 5 11,775 8,736
Write-off of fixed assets MiEREEE 5 - 103
Revaluation deficit BihEA 5 334 =
Finance costs B TR 8 189 2,275
Operating profit before working capital changes %38 & & & 8] 2 &2 %EH 113,367 46,423
Increase in inventories FEEM (3.172) (27,023)
Increase in accounts and bills receivable JE L BR 5K 2 SRARIE AN (5,088) (14,708)
Decrease/(increase) in prepayments, deposits TEfSFRIA R & R EAL
and other receivables FEMRIE R L (3 0) (1,751) 918
Increase/(decrease) in accounts and bills payable FE{BR & #3801, (R 4) (4,937) 11,720
Increase in accrued liabilities and other payables FE&T & & & H b & 1 B N 8,188 7,019
Cash generated from operations BEEEZRE 106,607 24,349
Interest paid B S (121) (2,193)
Interest element of finance lease rental payments gt & & &3 2 F S 2D (68) (82)
Dividends paid BT E (27,200) (11,000)
Hong Kong profits tax paid BERBEEREH (2,691) (1,053)
Overseas tax paid B8N IE (384) =
Net cash inflow from operating activities BEHEREA RS RATE 76,143 10,021
CASH FLOWS FROM INVESTING ACTIVITIES REZBELZHRESHE
Purchases of fixed assets BERTEEE (46,406) (10,248)
Prepayments and deposits for fixed assets BEEEZENFERIZS (44,429) (1,630)
Increase in non-pledged deposits with original ¥R RATEHAZR=@EA Z
maturity of over three months when acquired  JEE #1718 hi (231,397) -
Decrease in pledged deposits B IRTE SO A - 961
Interest received 2 HFILE 2,192 288
Net cash outflow from investing activities BEFREEEZRE R FHE (320,040) (10,629)
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Notes 2005 2004
Kita —EEHF —ETE
HK$'000 HK$'000
FET FET
CASH FLOWS FROM FINANCING ACTIVITIES REZIBHELEZEHESRE
Proceeds from issue of shares BITRIDFTIS IR 25 148,400 30,000
Issue of a convertible note BT ER 25 207,060 =
Share issue expenses AR EEATHIZ 25 (12,612) (8,926)
Drawdown of bank loans REURITEX - 117,421
Repayment of bank loans EERIRITENR (29,633) (110,500)
Capital element of finance lease rental payments Bt &HEHR LRz RNE LD (1,902) (401)
Net cash inflow from financing activities BMEEBEEZRERAFE 311,313 27,594
NET INCREASE IN CASH AND ReRRSEHEERZ
CASH EQUIVALENTS B INFER 67,416 26,986
Cash and cash equivalents at beginning of year F#2ZR&RIREFEEE 23,967 (3,019)
Effect of foreign exchange rate changes, net INE R BB 2 R BT 96 =
CASH AND CASH EQUIVALENTS FRZACRREEEER
AT END OF YEAR 91,479 23,967
ANALYSIS OF BALANCES OF CASH AND RERRESEEEE 2ERDW
CASH EQUIVALENTS
Cash and bank balances e RIRITHET 19 51,374 31,358
Non-pledged time deposits with original SR RETHHA LR =@A
maturity of less than three months FEREHFER
when acquired 40,105 -
Bank overdrafts SRITEX 21 - (7,391)
91,479 23,967
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(31 March 2005)
(ZEFERF=A=+—H)

Notes 2005 2004
HtaF —EEREF —ZTTPYF
HK$°000 HK$'000
FET FETT

NON-CURRENT ASSETS ERBEE
Investments in subsidiaries RHB AR ZE 16 43,368 43,368

CURRENT ASSETS RBEE
Due from subsidiaries A RIEENGIE S 16 125,048 13,030
Prepayments, deposits and other receivables TAfIFRIA R & R E b EUGRIR 16 26
Cash and cash equivalents RekReEEEE 19 271,643 26,151
396,707 39,207
CURRENT LIABILITIES REBEE

Accrued liabilities EETAE 6,161 100
Due to a subsidiary FERt—R BB A R FKIE 16 - 5,642
6,161 5,742
NET CURRENT ASSETS REBEEFE 390,546 33,465
433,914 76,833

CAPITAL AND RESERVES EXE#E
Issued capital B EITRA 25 4,270 2,000
Reserves & 27 404,024 62,933
Proposed final dividend FR R B B2 11 25,620 11,900
433,914 76,833

Chung Yuk Sing

Chung Tung Sau

B

Director

EF



(31 March 2005)
(R=FFERF=ZA=+—H)

Corporate Information

The principal place of business of the Company is located at Units
0902-0903 and 0905-0906, 9/F, Tower B, Regent Centre, 70 Ta Chuen
Ping Street, Kwai Chung, New Territories, Hong Kong.

The Group’s principal activities are the manufacture and trading of
sportswear and garments.

Summary of Significant Accounting Policies

Impact of recently issued Hong Kong Financial Reporting
Standards ("HKFRSs")

The Hong Kong Institute of Certified Public Accountants (the
“HKICPA") has issued a number of new and revised Hong Kong
Financial Reporting Standards and Hong Kong Accounting Standards,
herein collectively referred to as the “New HKFRSs”, which are
generally effective for accounting periods beginning on or after 1
January 2005. The Group has not early adopted the New HKFRSs in
the financial statements for the year ended 31 March 2005. The Group
has already commenced an assessment of the impact of the New
HKFRSs but is not yet in a position to state whether the New HKFRSs
would have a significant impact on its results of operations and
financial position.

HKFRS 3 “Business Combinations” applies to accounting for business
combinations for which the agreement date is on or after 1 January
2005. The Group did not have any business combinations during the
year and, accordingly, this HKFRS has had no impact on these
financial statements.

Basis of preparation

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (which also include
Statements of Standard Accounting Practice and Interpretations)
issued by the HKICPA, accounting principles generally accepted in
Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical
cost convention, except for the periodic remeasurement of certain
fixed assets and long term investments, as further explained below.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries for the year ended 31 March
2005. The results of subsidiaries acquired or disposed of during the
year are consolidated from or to their effective dates of acquisition
or disposal, respectively. All significant intercompany transactions and
balances within the Group are eliminated on consolidation.
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Summary of Significant Accounting Policies
(continued)

Subsidiaries

A subsidiary is a company whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits from
its activities.

The results of subsidiaries are included in the Company’s profit and
loss account to the extent of dividends received and receivable. The
Company'’s investments in subsidiaries are stated at cost less any
impairment losses.

Impairment of assets

An assessment is made at each balance sheet date of whether there
is any indication of impairment of any asset, or whether there is any
indication that an impairment loss previously recognised for an asset
in prior years may no longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount is estimated. An
asset’s recoverable amount is calculated as the higher of the asset’s
value in use and its net selling price.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. An impairment loss is charged
to the profit and loss account in the period in which it arises, unless
the asset is carried at a revalued amount, when the impairment loss
is accounted for in accordance with the relevant accounting policy
for that revalued asset.

A previously recognised impairment loss is reversed only if there has
been a change in the estimates used to determine the recoverable
amount of an asset, however not to an amount higher than the
carrying amount that would have been determined (net of any
depreciation/amortisation), had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is credited
to the profit and loss account in the period in which it arises, unless
the asset is carried at a revalued amount, when the reversal of the
impairment loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.

Notes to Financial Statements (continued)
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Summary of Significant Accounting Policies
(continued)

Fixed assets and depreciation

Fixed assets, other than construction in progress, are stated at cost
or valuation less accumulated depreciation and any impairment losses.
The cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after fixed assets
have been put into operation, such as repairs and maintenance, is
normally charged to the profit and loss account in the period in which
it is incurred. In situations where it can be clearly demonstrated that
the expenditure has resulted in an increase in the future economic
benefits expected to be obtained from the use of the fixed asset, the
expenditure is capitalised as an additional cost of that asset.

Changes in the values of fixed assets are dealt with as movements in
the asset revaluation reserve. If the total of this reserve is insufficient
to cover a deficit, on an individual asset basis, the excess of the deficit
is charged to the profit and loss account. Any subsequent revaluation
surplus is credited to the profit and loss account to the extent of the
deficit previously charged. On disposal of a revalued asset, the relevant
portion of the asset revaluation reserve realised in respect of previous
valuations is transferred to retained profits as a movement in reserves.

Depreciation is calculated on the straight-line basis to write off the
cost or valuation of each asset over the following estimated
useful lives:

Leasehold land and buildings ~ Over the lease terms, or the
approved operating periods of
the subsidiaries established in
the People’s Republic of China
(the “PRC") to which the land
use right is granted, whichever
is shorter

5 years or over the lease terms,
whichever is shorter

Plant and machinery 5 years

Furniture, fixtures, equipment 5 years
and motor vehicles

Leasehold improvements

The gain or loss on disposal or retirement of a fixed asset recognised
in the profit and loss account is the difference between the net sales
proceeds and the carrying amount of the relevant asset.
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Summary of Significant Accounting Policies
(continued)

Fixed assets and depreciation (continued)

Construction in progress represents leasehold improvement and
renovation works in progress, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct costs of
construction. Construction in progress is reclassified to the appropriate
category of fixed assets when completed and ready for use.

Leased assets

Leases that transfer substantially all the rewards and risks of ownership
of assets to the Group, other than legal title, are accounted for as
finance leases. At the inception of a finance lease, the cost of the
leased asset is capitalised at the present value of the minimum lease
payments and recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing. Assets held
under capitalised finance leases are included in fixed assets and
depreciated over the shorter of the lease terms and the estimated
useful lives of the assets. The finance costs of such leases are charged
to the profit and loss account so as to provide a constant periodic
rate of charge over the lease terms.

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessee, rentals payable under such operating
leases are charged to the profit and loss account on the straight-line
basis over the lease terms.

Long term investments

Long term investments are non-trading investments in unlisted
investment funds intended to be held on a long term basis, and are
stated at their estimated fair values, on an individual investment basis.
The fair values of such unlisted investment funds are determined by
reference to the individual market prices of the underlying securities
held by the funds.

The gains or losses arising from changes in the fair value of an
investment are dealt with as movements in the asset revaluation
reserve, until the investment is sold, collected, or otherwise disposed
of, or until the investment is determined to be impaired, when the
cumulative gain or loss derived from the investment recognised in
the asset revaluation reserve, together with the amount of any further
impairment, is charged to the profit and loss account in the period in
which the impairment arises.

Notes to Financial Statements (continued)
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Summary of Significant Accounting Policies
(continued)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the first-in, first-out basis and, in the case of
work in progress and finished goods, comprises direct materials, direct
labour and an appropriate proportion of overheads. Net realisable
value is based on estimated selling prices less any estimated costs to
be incurred to completion and disposal.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised for
a provision is the present value at the balance sheet date of the future
expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the
passage of time is included in finance costs in the profit and loss account.

Income tax

Income tax comprises current and deferred tax. Income tax is recognised
in the profit and loss account, or in equity if it relates to items that are
recognised in the same or a different period directly in equity.

Deferred tax is provided, using the liability method, on all temporary
differences at the balance sheet date between the tax bases of assets
and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences:

e except where the deferred tax liability arises from the initial
recognition of an asset or liability and, at the time of the
transaction, affects neither the accounting profit nor taxable
profit or loss; and

e in respect of taxable temporary differences associated with
investments in subsidiaries, except where the timing of the
reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the
foreseeable future.
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Summary of Significant Accounting Policies
(continued)

Income tax (continued)

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax assets and unused tax losses,
to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the
carryforward of unused tax assets and unused tax losses can
be utilised:

o except where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of an
asset or liability and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

e inrespect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assets are only
recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences
can be utilised.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Conversely, previously
unrecognised deferred tax assets are recognised to the extent that it
is probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the balance sheet date.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits
will flow to the Group and when the revenue can be measured reliably,
on the following bases:

(i)  from the sale of goods and samples, when the significant risks
and rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with ownership,
nor effective control over the goods sold; and

(i) interest income, on a time proportion basis taking into account
the principal outstanding and the effective interest rate
applicable.

Notes to Financial Statements (continued)
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Summary of Significant Accounting Policies
(continued)

Foreign currencies

Foreign currency transactions are recorded at the applicable exchange
rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are
translated at the applicable exchange rates ruling at that date.
Exchange differences are dealt with in the profit and loss account.

On consolidation, the financial statements of overseas subsidiaries
are translated into Hong Kong dollars using the net investment
method. The profit and loss accounts of overseas subsidiaries are
translated into Hong Kong dollars at the weighted average exchange
rates for the year, and their balance sheets are translated into Hong
Kong dollars at the exchange rates ruling at the balance sheet date.
The resulting translation differences are included in the exchange
fluctuation reserve.

For the purpose of the consolidated cash flow statement, the cash
flows of overseas subsidiaries are translated into Hong Kong dollars
at the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout
the year are translated into Hong Kong dollars at the weighted average
exchange rates for the year.

Related parties

Parties are considered to be related if one party has the ability, directly
or indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common
control or common significant influence. Related parties may be
individuals or corporate entities.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and
cash equivalents comprise cash on hand and demand deposits, and
short term highly liquid investments which are readily convertible into
known amounts of cash and which are subject to an insignificant risk
of changes in value, and have a short maturity of generally within
three months when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management.

For the purpose of the balance sheet, cash and cash equivalents
comprise cash on hand and at banks, including term deposits, which
are not restricted as to use.
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Summary of Significant Accounting Policies
(continued)

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained profits within the capital and reserves section of
the balance sheet, until they have been approved by the shareholders
in a general meeting. When these dividends have been approved by
the shareholders and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared.

Pension schemes and other retirement benefits

The Group operates a defined contribution Mandatory Provident Fund
retirement benefits scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance for those employees who are
eligible to participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries and are
charged to the profit and loss account as they become payable in
accordance with the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group’s employer contributions
vest fully with the employees when contributed into the MPF Scheme.

In addition, the Group also operates a defined contribution retirement
benefits scheme (the “Retirement Scheme”) for those employees who
are eligible to participate in this Scheme. Contributions to the
Retirement Scheme are charged to the profit and loss account as
incurred. The Retirement Scheme operates in a similar way to the
MPF Scheme, except that when an employee leaves the Retirement
Scheme before his/her interest in the Group’s employer contributions
vested fully, the ongoing contributions payable by the Group
are reduced by the relevant amount of the forfeited
employer contributions.

The employees of the subsidiaries which operate in Mainland China
are required to participate in a central pension scheme operated by
the local municipal government. These subsidiaries are required to
make contributions for its employees who are registered as permanent
residents in Mainland China. The contributions are charged to the
profit and loss account as they become payable in accordance with
the rules of the central pension scheme.

Notes to Financial Statements (continued)
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Segment Information

Segment information is presented by way of the Group’s primary
segment reporting basis, by geographical segment. No further
business segment information is presented as the Group is solely
engaged in the manufacture and trading of sportswear and garments.

Each of the Group’s geographical segments, based on the location of
customers (the destination of sales), represents a strategic business
unit that offers products to customers located in different geographical
areas which are subject to risks and returns that are different from
those of the other geographical segments. The Group's customer-
based geographical segments are as follows:

(@) Hong Kong

(b) Mainland China
(c) Japan

(d) South Korea

(e) Australia

(f)  Others

In addition, segment assets and capital expenditure are further
analysed by the geographical location of the assets (the origin of
sales), where the Group's assets are located in different geographical
areas from its customers and segment revenue from external
customers or segment assets are 10% or more of the Group’s total
amount. There are two asset-based geographical segments, Hong
Kong and Mainland China.
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3. Segment Information (continued)

(i)

3. 7EER®

Notes to Financial Statements (continued)

Geographical segments based on the location of (i) REFFEMHEDE
customers
Group — 2005 rEE-—SSHEF
Mainland
Hong Kong China Japan South Korea Australia Others Consolidated
£ T AR =R 1] bl EthE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FET FET TET TET TET TET
Segment revenue: ARRA:
Sales to external customers  SNRRFHEER 14,853 177,122 165,213 48,649 12,557 32,452 451,446
Sale of samples BhHE 1,192 427 1,238 13 592 1,070 4,532
Total st 16,045 178,149 166,451 48,662 13,149 33,522 455,978
Segment results BEES 5,244 55,158 46,012 12,883 3,899 9,496 132,692
Interest and other unallocated ~ FI 8 R E KGR
income LN 2,579
Unallocated expenses RERRR (31,821)
Profit from operating activities &% £/ &7 103,450
Finance costs EpEEY (189)
Profit before tax BRERTER 103,261
Tax #E (9,200)
Net profit from ordinary REREER B £
activities attributable to Rl
shareholders 94,061
Segment assets PEEE 5,411 42,007 37,285 9,523 3,624 15,681 113,531
Unallocated assets REREE 443,429
556,960
Segment liabilities AR 1,177 2,240 5,540 1,534 1,116 4,602 16,209
Unallocated liabilities KRR 38,483
54,692
Other segment information: ~ EftHE&R
Depreciation ik 379 1,353 4,147 1,348 364 983 8,574
Unallocated amount AR 3,201
11,775
Capital expenditure BRRY 782 2,039 8,495 2,900 799 2,198 17,213
Unallocated amount REEEE 30,823

48,036
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3. Segment Information (continued) 3. Z7EER®
(i) Geographical segments based on the location of (i) REFEHESE @
customers (continued)
Group — 2004 REE - —TZTNHF
Mainland
Hong Kong China Japan  South Korea Australia Others  Consolidated
BB FERE =R % BN Hftipa o)

HK$'000  HKS$'000  HKS$'000  HKS000  HK$'000  HK$'000  HKS'000
THT THL THL THT THT THT THT

Segment revenue: AEMA:
Sales to external customers  SMREFHER 13,591 85,561 135,734 54,150 3,722 32,653 325,411
Sale of samples BiHEE 164 - 1,541 660 43 392 2,800
Total gt 13,755 85,561 137,275 54810 3,765 33,045 328,211
Segment results NEEE 3918 22,458 19,764 10,775 938 5,782 63,635
Interest and other unallocated 7| & R E MK R
income WA 806
Unallocated expenses ARERY (26,569)
Profit from operating activities &% £7/5 &7 37,872
Finance costs BEY (2,275)
Profit before tax KRBTSR 35,597
Tax o] (3,511)
Net profit from ordinary REREEB B £
activities attributable to il
shareholders 32,086
Segment assets NEEE 9,008 27,142 44335 16,714 2912 12,574 112,685
Unallocated assets REREE 61,663
174,348
Segment liabilities HEEE 753 3,215 11,165 2,691 1,49 1,826 21,146
Unallocated liabilities REREE 62,840
83,986
Other segment information: ~ EftHE&#
Depreciation g 291 876 3,579 1,208 68 690 6,712
Unallocated amount KERAE 2,024
8,736
Capital expenditure BABY 548 1,034 7,465 1739 1,059 1,386 13,231

Unallocated amount KEREE 1,909

15,140
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3. Segment Information (continued)
(ii) Geographical segments based on the location of assets

Notes to Financial Statements (continued)

3. 2EER®w

(i) REEMEHESR

Hong Kong Mainland China

Consolidated

B B KB =e
HK$°000 HK$'000 HK$'000
FET FET FET
Group — 2005 rEE-—ZTHF
Segment assets as at RZZEZTRFE=A
31 March 2005 =t+—HZoHEEE 24,159 89,372 113,531
Capital expenditure AR 170 17,043 17,213
Unallocated amount RRACEEE 30,823
48,036
Group — 2004 AEE-——FTTNEF
Segment assets as at RZZTZTNFE=H
31 March 2004 =t+—HBZoBREE 48,152 64,533 112,685
Capital expenditure BEARAZ 2,352 10,879 13,231
Unallocated amount ENCTTE e

1,909

15,140
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4. Turnover and Revenue

Turnover represents the net invoiced value of goods sold, after
allowances for returns and trade discounts. All significant intra-group

transactions have been eliminated on consolidation.

An analysis of the Group’s turnover and other revenue is as follows:
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ERERBA

67

ERBENREERBAERTNECEEMIER
FE-AKERARHMBEARZERNGAKRE

iEEIFER

REBEXBREMBAZ DT :

2005 2004
—EERF ZETNF
HK$’000 HK$'000
FET FET
Turnover ]

Sale of goods BYIHE 451,446 325,411

Other revenue Hl A
Sale of samples Bk 4,532 2,800
Interest income FEUA 2,192 288
Others HAt 387 518
7,111 3,606
458,557 329,017
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5. Profit from Operating Activities 5.

The Group's profit from operating activities is arrived at after charging:

Notes to Financial Statements (continued)

REXRB A
REEZEEEBEFIERTHIHEE

2005 2004
“ZTHEF —ETE
HK$'000 HK$'000
FET FET
Cost of inventories sold BEFERA 323,286 264,576
Auditors’ remuneration ZERT NS 940 780
Depreciation* e 11,775 8,736
Write-off of fixed assets MEHEE & E - 103
Revaluation deficit of leasehold land and buildings & £ 1 & 18 5= & B 4 334 =
Staff costs (excluding directors’ remuneration BIXRA (MREESHE
- note 6); —BtEe)
Wages and salaries ITERE® 72,549 62,395
Pension scheme contributions (defined RIRSFTEIEK
contribution schemes) (AR S 1,898 1,351
Less: Forfeited contributions Ja: BOR WEERR (28) (18)
Net pension scheme contributions RIRSEEIHRFR 1,870 1,333
Total staff costs* 48 8 T RG> 74,419 63,728
Minimum lease payments under operating leases Tt MIEFEEMAE
in respect of land and buildings* SIRFE 4,445 3,680
Exchange losses, net P& 5 B 18 F =8 430 225
*  Included in the respective balances are the following amounts which * BIBESRTEEATTIGALXAEREEEFE

are also included in cost of inventories sold disclosed above:

Depreciation nE

Staff costs B IR

Minimum lease payments under operating leases ~ Tt MIEFEEMRE ~
in respect of land and buildings AR SRR

PRASZ 2%

2005 2004
—EEnF —FENF
HK$°000 HK$°000
FHET FHET
8,574 6,712
64,774 54,803
3,580 2,841
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6. Directors’ Remuneration 6.
Directors’ remuneration for the year, disclosed pursuant to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) and Section 161 of the Hong Kong
Companies Ordinance, is as follows:
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ESME
AEZEEMEREBEFTEHEIHABERARE
FEMRA ([ ETRA) REBARIGHIE 161
RIENT :

Group

TEE
2005 2004
—eEEF  —PENF
HK$’000 HK$°000
FHT FETT
Fees ik 420 210

Other emoluments: H A B4

Salaries, allowances and benefits in kind e R REWEF 2,828 2,328
Performance related bonuses ERSR IR TEAT 830 500
Pension scheme contributions BRI FHEIMEIR 152 141
3,810 2,969
4,230 3,179

Fees include HK$300,000 (2004: HK$140,000) payable to the
independent non-executive directors. There were no other
emoluments payable to the independent non-executive directors
during the year (2004: nil).

The number of directors whose remuneration fell within the following
bands is as follows:

HWEBIEEN TBILIEHMITE S 2300,0008 7T
(ZZ PO : 140,000/ 7T) °4F A A7 8 E At FE£+F
TR IENTEZZENE (ST NE &) -

e FIATHE 2 EEAZMNT:

Number of directors

EEAH
2005 2004
—¥¥EF  -TIMF
Nil to HK$1,000,000 £ %1,000,0007/8 7T 8 6
HK$1,000,001 to HK$1,500,000 1,000,001 7% 1,500,000 7T 2 1

10 7
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Directors’ Remuneration (continued)

The directors’ remuneration shown above does not include the
estimated monetary value of the Group’s owned premises provided
rent-free to two executive directors of the Company during the year.
The estimated rental value of such accommodation was approximately
HK$595,000 (2004: HK$672,000) for the year ended 31 March 2005.

During the year, two executive directors Mr. Ku Yu Sun, Edward and
Mr. Kuo Tai Yu waived their directors’ fee of HK$115,000 each for
the year ended 31 March 2005. Saved as aforesaid, there was no
arrangement under which a director waived or agreed to waive
any remuneration.

Five Highest Paid Employees

The five highest paid employees during the year included four (2004:
three) directors, details of whose remuneration are set out in note 6
above. Details of the remuneration of the remaining one (2004: two)
non-director, highest paid employee for the year are set out below:

Notes to Financial Statements (continued)

BEEME @
FHATREEM S W AR BIEFRRAA RMRGH
TEERRRENAEBEEYME ZAEEE.
BHE TTRF=-A=1+—HItEE ZEEBZ
T B4 A595,000/8 7T (ZZZ U4 :672,000
L) °

ERN MEBATEESFENLLERBRERLES
AEREBRE_SERF=-A=1+—HILFEZE
EHE115,00078 0Bk £ ATl E N I (AR
BEREXRRERET NS 2 L5

TEREFHES
FA-hRER=FHMERSENE (ZTTMEF:
=®) EF ARARSHMOFIEC £ L6
RE-FN BT —B(CTZEFE:WE) &K= M
ERIFESRENMEFBIT:

Group

TEE
2005 2004
—EEhHE —ZETF
HK$'000 HK$'000
FET FET
Salaries, allowances and benefits in kind e R REMEF 405 742
Performance related bonuses ERSR IR B TEAT 100 300
Pension scheme contributions BRIREETEIE R 30 57
535 1,099

The remuneration of each of the non-director, highest paid employees
for the year ended 31 March 2004 fell within the band of nil to

HE_ZTNE=A=+—"HIFE &K%
FEEREREZMESHNTZEZE1,000,0008 &

HK$1,000,000. Elo
Finance Costs b 45
Group
rEE
2005 2004
—EEHF ZETNF
HK$'000 HK$°000
FET FET
Interest on bank loans and overdrafts wholly ARAFABBEEZRITER
repayable within five years RRITEZF S 121 2,193
Interest on finance leases BEREEF S 68 82
189 2,275




Tax

Hong Kong profits tax has been provided at the rate of 17.5% (2004:
17.5%) on the estimated assessable profits arising in Hong Kong
during the year. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in which the
Group operates, based on existing legislation, interpretations and
practices in respect thereof.

SEBTH &SR AR A A) (“EN (Shantou)”) and Shantou SEZ Far East
(International) Garments Factory Co., Ltd. (“FE (Shantou)”) are entitled
to be exempted from PRC corporate income tax for the first two
profit-making years and a 50% reduction in the corporate income
tax for the succeeding three years. Moreover, under the relevant tax
laws and regulations in Mainland China, EN (Shantou) and FE
(Shantou) may set off losses incurred by them in a financial year against
profits made by them in the succeeding financial year or years, subject
to a maximum of five financial years.

According to the confirmation obtained by the Group from the PRC
tax bureau, the first profit-making year of both EN (Shantou) and FE
(Shantou) was the year ended 31 December 2002.

Bk (B ZRERAR —FBIFFER
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BiIE

EBNEBHAFRNIESBELNGERT R F
1£17.5% (ZZTPIF:17.5%) T R B o HE i
75 PR B s A AT IE - AR IR AN R B 2K AT e
RAGRFER AR REOIAZ I RS E

BRI R RR AR AR ([E3 CLER) 1) Bl
BEERRER (BR) BXBERAR ([EXR
CIisR) 1) rIE# % B MERNFE A B AR
B ARERR = FERLHI50% B EME
Bio tesh ARIBA B B ARERIDERRA EE
CILsR) Bs&IR OisE) AIRE N — B R EE AL
ZER BEERER RS AR RER G
BRZIEEANEMRFR-

RIBAS B BB R < 7R B OlLsE)
FMER L) WEEENFEHABE—TT—
F+-A=+—BItFE-

Group
rEH
2005 2004
—ETHF ZETEF
HK$’000 HK$°000
FET FAET
Current tax charge for the year: AREEAEAT IS B -
Hong Kong BB 5,688 3,400
Elsewhere Hptbih 5 3,519 600
Overprovision of current tax in respect BT FE R AT IR R R
of prior years 7) (489)
Total tax charge for the year AREEMIAST HE5E 9,200 3,511
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9. Tax (continued)

9.

A reconciliation of the tax expense applicable to profit before tax
using the statutory rates to the tax expense at the effective tax rates,
and a reconciliation of the applicable rates (i.e., the statutory tax
rates) to the effective tax rates, are as follows:

Notes to Financial Statements (continued)

BE @)
FRZETHERAE 2 BB AT 2 8 AR EF
¥ BIRERR R E NTRIER S 2 HER ARG
AR (BEERHE) AERH R 2 HRINT:

Group - 2005 AEE-—TBRF
Hong Kong Mainland China Macau Total
N Bl KR P B
HK$'000 % HK$'000 % HK$'000 % HK$'000 %
FET Bk FET B FHET BIHE FHET B
Profit/(loss) before tax BREADEFI
(&518) 58,308 44,966 (13) 103,261

Tax at the statutory tax AT RHE

rate Z B 10,203 17.5 6,745 15.0 (2) (15.75) 16,946 16.4
Income not subject to tax  BERFUA (4,508)  (7.7) - - - - (4,508)  (4.9)
Expenses not deductible AR

for tax 76 0.1 96 0.2 2 15.75 174 0.2
Adjustments in respect B G ERIH

of current tax of PiIE 2 FHEE

previous years (7) - - - - - (7) -
Lower tax rate due to B A

tax holiday Fix - - (3.420)  (7.6) = = (34200 (3.3)
Tax losses not recognised  RIERFIEEE 371 0.6 = = = = 371 0.3
Others Hih (454) (0.8) 98 0.2 - - (356) (0.3)
Tax charge at the BAREEERB X

Group’s effective rate STECZBESE 5,681 9.7 3,519 7.8 - - 9,200 8.9
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10.

EX B ZRERAR —BTRAFFR
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Tax (continued) 9. ﬁlﬁ (#8)
Group — 2004 AEE - —TTPF
Hong Kong Mainland China Macau Total
BE B KR Py mE
HK$'000 % HK$'000 % HK$'000 % HK$'000 %
FErT B FErT BOK FET BHK FErT B
Profit before tax BRBL A A 28,061 7,423 113 35,597
Tax at the statutory tax AT HEE
rate Z IR 4,911 17.5 1,113 15.0 18 15.75 6,042 17.0
Income not subject to tax  HERBMA (1,386) (4.9 (313) (4.2) (18) (15.75) (1,717)  (4.8)
Expenses not deductible AR
for tax 173 0.6 - - - - 173 0.5
Adjustments in respect  BEFEEE
of current tax of WA FHEE
previous years (489) (1.7) - - - - (489) (1.4)
Others Hi (298)  (1.1) 00)  (2.7) - - (498)  (1.4)
Tax charge at the BAREEERB X
Group’s effective rate SEZBEXE 2,91 10.4 600 8.1 - - 3,511 9.9
Net Profit from Ordinary Activities Attributable to  10. BRRFE(S B E £ 4R

Shareholders

The net profit from ordinary activities attributable to shareholders for
the year ended 31 March 2005 dealt with in the financial statements
of the Company was HK$41,433,000 (2004: HK$18,391,000)

(note 27).

HE_TTRF-A=1+—HULFEERNARAF
BB REECRERGBEEEBLERNA
41,433,000/ 7T (ZFZ M4 18,391,000 1)
(Bt&E27)
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11.

12.

Notes to Financial Statements (continued)

Dividends 11. RE
2005 2004
—EThHEF —ETE
HK$'000 HK$'000
FHET FET
Interim — HK4.5 cents (2004: HK3 cents) F AR B — AR @ AR4. 58l
per ordinary share based on 340,000,000 (ZZZTME:3B) KRBT
(2004: 200,000,000) shares in issue 340,000,0000% (=== Y4 :
200,000,0008%) B A= & 15,300 6,000
Proposed final — HK6 cents FER AR EARR S — TR AR e B Il
(2004: HK3.5 cents) per ordinary share based (ZZEZWFE:3.58() RB T
on 427,000,000 (2004: 340,000,000) shares 427,000,000 (=== V—qi
in issue 340,000,0000%) & (D&t & 25,620 11,900
40,920 17,900

The proposed final dividend for the year is subject to the approval of
the Company’'s shareholders at the forthcoming annual
general meeting.

Earnings Per Share

The calculation of basic earnings per share is based on the net profit
attributable to shareholders for the year of HK$94,061,000 (2004:
HK$32,086,000), and the weighted average of 337,821,918 ordinary
shares in issue (2004: 188,328,767 ordinary shares deemed to have
been in issue) during the year.

The calculation of diluted earnings per share for the year ended 31
March 2005 is based on the net profit attributable to shareholders
for the year of HK$94,061,000. The weighted average number of
ordinary shares used in the calculation is the 337,821,918 ordinary
shares in issue during the year as used in the basic earnings per share
calculation and the weighted average of 79,849,315 ordinary shares
assumed to have been issued at no consideration on the deemed
conversion of the outstanding convertible note since its date of issue
to the date of conversion during the year.

A diluted earnings per share amount for the year ended 31 March 2004
has not been disclosed as no diluting events existed during that year.

12.

REE 2 BURAR LS AL
FIBFRSHAER HAHER-

FARBIBCRA R fE A

BRER
BREXRRZF TR EF KRR E E GG F
9406100&%7EC7717@553208600&%7@
AR FEAE BT T A8$337,821,918/%
BR% (T PU4F: 188,328, 76 7R IED BT E
%) FTHE

HE_TSTRF-A=1+—HUIFE2SRES
AR TR F AR R B 4E7F194,061,000/8 T 5T
H-ARBRE 2 T@RnETIRE 8EA
RAEEREARFANFRAEBHITL AR
337,821,9188% M RRa& i oK i R Al MR SRR AR
RETAHEF R B HRIESRERITHE
BRI AR ER79,849,315/%

BE_ZTMF=A=t+—HIFEIEFEH
BEH BUERBEARFE 2SR ERA -
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13. Fixed Assets 13. BEEE
Group rEE
Furniture,
fixtures,
Leasehold equipment
land and Leasehold and motor
buildings improvements Plant and vehicles  Construction
et HEWE  machinery HE#E-  inprogress Total
RETF HEIR BERE RERSKE HEIR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAT FET FET FAT FET
Cost or valuation: PNk {E :
At beginning of year F4 24,128 11,566 30,321 8,024 - 74,039
Additions NE 24,614 1,644 11,998 2,343 7,437 48,036
Surplus on revaluation Bt R 716 = - = - 716
At 31 March 2005 —ZTHF
SIHESEH 49,458 13,210 42,319 10,367 7,437 122,791
Analysis of cost or valuation: AR EEA:
At cost R AE = 13,210 42,319 10,367 7,437 73,333
At 31 March 2005 valuation ER-ZTRE
=A=1—H
ZIhE 49,458 - - - - 49,458
49,458 13,210 42,319 10,367 7,437 122,791
Accumulated depreciation: 2EHE:
At beginning of year F1) = 7,338 13,289 3,356 = 23,983
Provided during the year FREME 1,280 2,422 6,475 1,598 = 11,775
Written back on revaluation REHKERD (1,280) = = = = (1,280)
At 31 March 2005 “EZRE
=HA=t-H - 9,760 19,764 4,954 - 34,478
Net book value: REFE:
At 31 March 2005 “ZZHE
=HA=t-H 49,458 3,450 22,555 5,413 7,437 88,313
At 31 March 2004 “TEME
=A=1+-H 24,128 4,228 17,032 4,668 - 50,056
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Notes to Financial Statements (continued)

13. Fixed Assets (continued) 13. EEE (48)

The Group’s leasehold land and buildings were revalued at 31 March
2005 by Greater China Appraisal Limited, independent professionally
qualified valuers, at open market value, based on their existing use.
A revaluation surplus of HK$2,330,000 and a revaluation deficit of
HK$334,000 resulting therefrom has been credited to the asset
revaluation reserve and charged to the profit and loss
account, respectively.

Had these land and buildings been carried at historical cost less
accumulated depreciation, their carrying amounts would have been
approximately HK$42,180,000 (2004: HK$18,743,000).

No fixed assets were held under finance lease as at 31 March 2005.
The net book value of the Group’s fixed assets held under finance
leases included in the total amount of plant and machinery at 31
March 2004 amounted to HK$2,164,000.

The Group’s leasehold land and buildings as at 31 March 2005 are
held under the following lease terms:

AEEZHETHREFRBETEXESERME
EEFEAERATNN -_EERF=A=+—H
REERAZUNAAMEBEREH -EMMEL
2,330,000/ T E2 {f & #h K B B34l 334,000 7T
BBt ABEEGFEERABERNE.

%75 B8 Tt RIS TR LAk AR RIEITE S IR
HERE{EREA) 542,180,000 7T (ZTEPU4F:
18,743,000/7T) ©

R_ZZERF=ZA=1+—8 TEREREAD
BETMEEEE- R _STNF=A=+—8"
AEEEELERSELENNERERESER
HESREA2,164,00008 T EE BE-

HE_ZTRF=A=+—HIL- AREZHEE
T3 RAEF IR A T EERE

2005 2004

ZETHF —TTmE

HK$'000 HK$°000

FET FET

Long term leases outside Hong Kong BBFEIN KAL) 2,198 1,949
Medium term leases in Hong Kong RER 2 R EEA 40,000 18,600
Medium term leases outside Hong Kong BEBFEINZ R EAFELY 7.260 3,579
49,458 24,128

As at 31 March 2005, one of the Group’s leasehold land and buildings
with net book value of HK$20,000,000 (2004: HK$18,600,000) was
pledged to secure banking facilities granted to the Group (note 22).

Two of the Group’s properties with a net book value of
HK$21,868,000 (2004: HK$20,720,000) in aggregate have been
provided as rent-free accommodation to two executive directors of
the Company during the year.

R-ZEERF=A=+—H AKEEHF—IEEK
T/${E20,000,00074 7T (ZZZ P44 : 18,600,0007%
TL) ZHE L RIEFEER LIS RAEBER
ZIRITHEARE (7E22) -

AEEEFPWBEREFES £21,868,000/ T
(ZZZPO4:20,720,000/870) 2 WMERFEANIR
HIRRRMEATESERMAER-
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14. Prepayments and Deposits for Fixed Assets
As at 31 March 2005, prepayments and deposits for fixed assets
included a deposit of approximately HK$42,453,000 for the
acquisition of a production plant (the “New Production Plant”) located
at the 15th Street District, Cheng Di Industrial Village, Shantou Special
Economic Zone (see also note 31).

Subsequent to the balance sheet date, the New Production Plant has
been accepted by and delivered to the Group. The Group is currently

in the progress of applying for the relevant title certificates.

15. Long Term Investments

EX B ZRERAR —BTRAFFR
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14. BEEEZRANREARES

R-ZEZERF=A=1+—RH BEEEZEMNK
PN R A VDAV R L S -
NE+RERZAERE ((FEERE]) 4
42,453,000/ 8 THIE S (5 RMFE31) -

BERR FTEERFCDHAEERR &R
AEE-AEERTRFRHREES

15. RHAKRE

Group
rEH
2005 2004
“ETHF —ETE
HK$'000 HK$'000
FET FET
Unlisted investment funds, at fair value FEMREES RATEE 4,527 4,500

A revaluation surplus of HK$27,000 (2004: HK$224,000) has been
credited to the asset revaluation reserve during the year.

As at 31 March 2005, the unlisted investment funds were pledged as
security for banking facilities granted to the Group (note 22).

16. Interests in Subsidiaries

Unlisted investments, at cost JEETIRE R AE

EHEH27,000/8 T (ZEZ M4 :224,000787T)
Bt AFREEE G

REZZRF=ZA=1t—H I LTREESE
AR B 2 SR1T R MREE L IR (H5E22) -

16. RKMTB AR 2R

Company
RRF]
2005 2004
s —BENF
HK$'000 HK$°000
FET FHET
43,368 43,368

The balances with subsidiaries are unsecured, interest-free and are
repayable on demand.

MIB ARz AR REER 28 RARENRE

o

hiE ER
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16. Interests in Subsidiaries (continued)
Particulars of subsidiaries of the Company are as follows:

Name

DEEHME

Jespar Age Limited

Eagle Nice Development
Limited
BEERERAQF

Far East (International)
Garment Limited

ZR (B HXBRAR

EN (Shantou)
(Note (b))

&3 Cllza)
(Kt b))

Place of
incorporation/
registration
and operations
MR, &R
R B

British Virgin
Islands (“BVI")
RBEZHS

Hong Kong
e

Hong Kong
e

PRC/
Mainland China
AR R B K RE

Nominal
value

of issued
share/paid-up
registered
capital

[=X-5F)
ROBEE
HEEMEAR

US$1,000
1,000% 7T

Ordinary
HK$2;
Non-voting
deferred
HK$10,000
(Note (a))
TRAR2B T

ERERIRIER

10,000/ 7T
(HiE(@))

Ordinary
HK$2;
Non-voting
deferred
HK$10,000
(Note (a))
TRAR2B T

ERERIRIER

10,000/ 7T
(HtiE(@))

HK$9,500,000
9,500,000 7T

Notes to Financial Statements (continued)

16. RfIB AR 2= @
ARAZHEAFENT:

Percentage
of equity
attributable to
the Company
RN FFrAE
RERDL
Direct Indirect

HE LEES

100 =

= 100

= 100

= 100

Principal
activities

EEXHB

Investment holding

REER

Manufacture
and trading
of sportswear
and garments
BERKRAK

Manufacture
and trading
of sportswear
and garments
BER K&K

Manufacture
and trading
of sportswear
and garments
BER K&K



Name

DR EHME

FE (Shantou)
(Note (b))

RR (LsE)
(Ktatb))

#3< OlisE) HXBRAA]

("YM (Shantou)”)
(M#3 ClLsE) 1)
(Note (b))
(Ktatb))

A& OisE) HXBR AR

("YY (Shantou)”)
([#8& CiisE) 1)
(Note (b))
(Ktztb))

Everall Development
Limited
KEERARAA

Yue Mei (HK) Garment

Limited

#% (BR) HXBRAF

Notes:

16. Interests in Subsidiaries (continued)

Place of
incorporation/
registration
and operations
MR, &R
R B

PRC/
Mainland China
AR R B K RE

PRC/
Mainland China
AR R B K RE

PRC/
Mainland China
AR R B K RE

BV
REBREZES

Hong Kong
e

Nominal
value

of issued
share/paid-up
registered
capital

217
ROBEE
HEEMER

HK$15,000,000
15,000,000/ 7T

US$7,834,026
7,834,0263 7T

HK$1,000,000
1,000,000/ 7T

US$1,000

1,000% 7T

HK$1,000
1,000/ 7T

(@) The non-voting deferred shares carry no rights to dividends, no rights
to attend or vote at general meetings and no rights to receive any surplus
assets in a return of capital in a winding-up (other than the nominal
amount paid up or credited as paid-up on such shares, after the sum of
HK$100,000,000,000,000 per ordinary share has been distributed to
the holders of the ordinary shares of the company in such winding-up).

(b) EN (Shantou), FE (Shantou), YM (Shantou) and YY (Shantou) are
registered as wholly-foreign owned enterprises under the PRC law.

Bk (B ZRERAR —FBIFFER

16. RfIB AR 2= @

Percentage
of equity
attributable to
the Company

NG
REASHK
Direct Indirect
HiE R
- 100
- 100
- 100
- 100
- 100

Hfat

79

Principal
activities

EEXHK

Manufacture
and trading
of sportswear
and garments
BER KK

Yet to
commence
business

Yet to
commence
business

Investment
holding
TEERR

Dormant

(a) EREFFERIAENEU TEF ERRE 1
JERBA GRS IR L RIEBAREE AR
EREWFGEE BFRIGFTREAREE
100,000,000,000,000;8 T 5k T2~ 7] B 55
A& BEIR (7 2 82 A BRIERE B ETE R

Sho

(b) B CiFR) &R CUIZR) ~#4% ClIZE) RHE Cill
B) BREFBEDEGIEMZ SN BEE 2
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17.

18.

Notes to Financial Statements (continued)

Inventories 17. &

Group

rEH
2005 2004
—EThHF ZETNF
HK$'000 HK$'000
FET FAET
Raw materials [RA# 13,655 15,986
Work in progress e 28,205 27,307
Finished goods IR o 5,832 1,227
47,692 44,520

No inventories were carried at net realisable value at the balance
sheet date (2004: nil).

Accounts and Bills Receivable
The Group’s trading terms with its customers are mainly on credit.
The credit period is generally for a period of 30 days. Overdue balances

REE AT BRERFEATERFENE(CF

TIOFE R -

18. BWIRF R R

AEBEXZUEESTABERFIIEE S FER-
EEH-—RA0KX-BMAN 2 EHREALKER

are regularly reviewed by senior management of the Group. BEEEEHEM-.
An aged analysis of the accounts and bills receivable as at the balance WEE R 2 REARR R RIRRREE B HaiRER
sheet date, based on invoice date, is as follows: DATEATR :
Group
rEH
2005 2004
—EERF —ETmE
HK$’000 HK$°000
FET FAET
Within 30 days 30 KA 37,207 28,022
31 to 60 days 31 RE60K 703 3,928
61 to 90 days 61 XZE90K 531 810
Over 90 days 90 AR 116 709
38,557 33,469
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19.

20.

EX B ZRERAR —BTRAFFR
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Cash and Cash Equivalents and Pledged Deposits 19. RERBLEEBEHHEEHER

Group Company
rEH AT
2005 2004 2005 2004
—ETRE _—TTNF —TBRF _—TTNF
HK$’000 HK$°000 HK$°000 HK$°000
FET FET FET FAET
Cash and bank balances RERBITER 51,374 31,358 141 26,151
Time deposits EHFER 277,020 5,518 271,502 =
328,394 36,876 271,643 26,151
Less: Time deposits pledged for B HEZ RE SHRE
overdrafts and HRAEERZ EH
trade financing Tk (Hfat22)
facilities (note 22) (5,518) (5,518) - -
Cash and cash equivalents RekReEBEEE 322,876 31,358 271,643 26,151
As at the balance sheet date, the cash and bank balances of the REZER AEBEUARE ([ARE]) FHEMNR
Group denominated in Renminbi (“RMB") amounted to approximately & RIR1T4E174944,829,000/8 7T (T Z Q4
HK$44,829,000 (2004: HK$3,139,000). The RMB is not freely 3,139,00087) T ARETESEREBAREME
convertible into other currencies, however, subject to the regulations W MEAR 1R P B K BE R SNE B IR AR A R A IE -
and conditions stipulated in the Mainland China’s Foreign Exchange B R AT FE B IR AR AE - AN B A A s M IR S
Control Regulations and Administration of Settlement, Sale and R 2 RITHARB HBRSEME-
Payment of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised to
conduct foreign exchange business.
Accounts and Bills Payable 20. ENERREEE
An aged analysis of the accounts and bills payable as at the balance REE R 2 ERERRRENZEREESR A
sheet date, based on invoice date, is as follows: BRER DATAA R :
Group
rEH
2005 2004
—ZTEF ZETF
HK$°000 HK$'000
FET FAET
Within 90 days 90K A 15,598 19,704
91 to 180 days 91 KE180K 532 1,384
181 to 365 days 181 AE365K 26 58
Over 365 days 365 KA 53 -
16,209 21,146
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21. Interest-Bearing Bank Borrowings, Secured

22.

Notes to Financial Statements (continued)

21. BEATRBITER

Group
rEE
2004
—eEEF  —PENF
HK$'000 HK$'000
FET FAET
Secured bank overdrafts BEREREREZ
repayable on demand BERBEITEY 7,391
Secured mortgage loans repayable: EEMIRIBER:
Within one year AR—FRNER 2,305
In the second year ARE_FEE 2,371
In the third to fifth years, inclusive BERE=FEERF
(BHEERMSE) AER 1,009
5,685
Secured trust receipt loans repayable HR—FANEEZ
within one year BRI ETERIEER 18,931
Other secured bank loans repayable: Ha G \MRITERK:
Within one year BR—FRNEE 3,929
In the second year JHRE _FEE 1,088
5,017
37,024
Portion classified as current liabilities SERATBBELRS (32,556)
Long term portion REAER D 4,468

Banking Facilities

As at 31 March 2005, the Group’s banking facilities were secured by
the following:

(i)  one of the leasehold land and buildings of the Group (note 13);
(i)  the unlisted investment funds of the Group (note 15);

(iii) pledged bank deposits of the Group (note 19);

(iv) corporate guarantees executed by the Company to the extent
of HK$163.6 million; and

(v) unlimited corporate guarantees executed by two subsidiaries.

22, SRITEREE

R-ZERF=A=1+—H AEEZRTHEMA

BT S IR E AR

() AEEEELMRETZ— (FFE13):

(i) AEBZIFETREES (HE15):

(i) ANEEZEHRBITFR (FEE19)

(iv) ARDTFIZEIIIA163,600,00078 7T AR 2 A7

R R

v) MEMBARZINEREDAER.
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23. Finance Lease Payables 23. MEHERNRE
The Group leased certain of its plant and machinery for its garment AEEHEETARERKEEREB 2 KRR
manufacturing business. These leases were classified as finance leases H-ZEREYARERE ERNFREEESR-

and were fully repaid during the year.

Group REHE
Present Present
value of value of
Minimum Minimum minimum minimum
lease lease lease lease
payments payments payments payments
RIE 53i BEHES HEHE
HEMA AN NRBE NFHRE
2005 2004 2005 2004

—R2HF _TTMFE —2THF _TTOF
HK$’000 HK$'000 HK$’000 HK$'000

FET FAT FHT FET
Amounts payable: JFERTRRIE :
Within one year —F A - 752 - 730
In the second year B_F - 620 - 572
In the third to fifth E=ERHF
years, inclusive (BiEEEME) - 700 - 600
Total minimum finance mMEAERIE
lease payments e - 2,072 - 1,902
Future finance charges RIRIATEFAZ - (170)
Total net finance lease payables REHE RN RIBEFE - 1,902
Portion classified as current Y AmEBEES
liabilities - (730)
Long term portion KHIE D - 1,172
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Notes to Financial Statements (continued)

24. Deferred Tax Liabilities 24, FEBIBERE

Group rEH
Accelerated
tax Asset
depreciation revaluation Total
IR IE T EEEM # 5t
HK$°000 HK$'000 HK$'000
FET FET FET
At 1 April 2003 R-ZEZ=FA—H 810 - 810
Deferred tax charged to FARBRATR 2
equity during the year IRIETIA - 400 400
At 31 March 2004 and 1 April 2004 RZZTPE
=ZHA=t—HBXK
—TENEMA—H 810 400 1,210
Deferred tax charged to FARBRATR 2
equity during the year (note 27) RIERIR (Mtat27) - 256 256
At 31 March 2005 R-BZEHEF=A=1+-—H 810 656 1,466

At 31 March 2005, there is no significant unrecognised deferred tax
liability (2004: nil) for taxes that would be payable on the unremitted
earnings of certain of the subsidiaries as the Group has no liability to
additional tax should such amounts be remitted.

The Company has tax losses arising in Hong Kong of HK$1,814,121
(2004: nil) that are available indefinitely for offsetting against future
taxable profits of the Company in which the losses arose. Deferred
tax assets have not been recognised in respect of those losses as the
Company has no taxable profits for some time.

There are no income tax consequences attaching to the payment of
dividends by the Company to its shareholders.

R-ZERF=A=1+—H UEEAELEH
TP & B2 R th B P EE A FE AN AR IR T
RZEANRERELENARE (CTTOEFE &)
[REREME 2 SR EE N NEE B AAER
SRR R T

AARREBEEZPIEEE,814,121%8 T (=
TTPUF ) PIERPAEREELEBEZ AR
AIB B ERFHEF - AR AARIE A —BRIFHEE
FERRBLHE A - B I R S B IR R E R I

A B R IR SR B AR B A 2 T3 B 4 e
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25. Share Capital 25. A
Company
AT
2005 2004
—ETHEF —ETE
HK$’000 HK$'000
FHET FAET
Authorised: JATE
10,000,000,000 ordinary shares of 10,000,000,000/%
HK$0.01 each BRMEE.01EIT 2 TRk 100,000 100,000
Issued and fully paid: BEITRARE:
427,000,000 (2004: 200,000,000) 427,000,0000% (ZZZ Y4 :
ordinary shares of HK$0.01 each 200,000,000) B HEE
0.01B T2 E B 4,270 2,000
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25. Share Capital (continued) 25.

The changes in the authorised and issued share capital of the Company
during the year, together with the comparative information for the
year ended 31 March 2004, are as follows:

Notes to Financial Statements (continued)

&N

ARRRNEERBEITRANFTAZ ZEERES
—FENEF=A=t-ALFEZHLRERD
—F:

Number of
ordinary shares Nominal
of HK$0.01 each value of
Notes SRMEE0.0178 T ordinary shares
KfaE ZEBREE ZEREE
‘000 HK$'000
FAg FAET
Authorised: JATE
Upon incorporation R EEM A L B 38,000 380
Increase in authorised share capital SETERRANIE N (i) 9,962,000 99,620
At 31 March 2004 and 31 March 2005 RZZEZENFE=RA=+—HFK
—EFERF=A=1+—H 10,000,000 100,000
Issued: 2817
Alloted and issued as nil paid AR B T =
il g% KRBT (ii) 1,000 =
On acquisition of Jespar Age Limited Uk EEJespar Age LimitedfF
— new issue of shares —BITHTR (iii) 27,000 270
— nil paid shares credited as fully paid — R
NERDI =R (i) = 10
Capitalisation issue credited as fully paid AR RN & ERE
conditional on the share premium MAREITHAR
account of the Company being credited ~ EVSERZIER T
as a result of the issue of new shares BRI ARY A
to the public HRE 2 &H (iv) 142,000 =
Pro forma issued share capital RZEZE=F=A=+—H2
as at 31 March 2003 BEBETIRA 170,000 280
Capitalisation of share premium account iR BERE TR E A
as set out above (iv) - 1,420
New issue of shares BITHR v) 30,000 300
At 31 March 2004 and 1 April 2004 RZZEZENFE=RA=+—HK
“EFPFIYAF—H 200,000 2,000
Subscription of new shares REEF R (vi) 105,000 1,050
Placement of new shares PR #T AR (vii) 35,000 350
Exercise of the Convertible Note TR ER (vii) 87,000 870
At 31 March 2005 R=ZZ2AF=A=+—H 427,000 4,270




25. Share Capital (continued)
The movements in the share capital of the Company were as follows:

(i)

(ii)

(iii)

(iv)

(vi)

Pursuant to a resolution passed on 6 August 2003, the
authorised share capital of the Company was increased from
HK$380,000 to HK$100,000,000 by the creation of
9,962,000,000 additional ordinary shares of HK$0.01 each,
ranking pari passu in all respects with the then existing share
capital of the Company.

On 28 October 2002, an aggregate of 1,000,000 shares of
HK$0.01 each were allotted and issued nil paid.

Pursuant to the same resolution in (i) above, on 6 August 2003,
27,000,000 new shares of HK$0.01 each in the Company were
allotted and issued, credited as fully paid, and the existing
1,000,000 shares of HK$0.01 each were credited as fully paid,
at par, in consideration of and in exchange for the acquisition
of the entire issued share capital of Jespar Age Limited.

Pursuant to the same resolution in (i) above, a total of 142,000,000
shares of HK$0.01 each were allotted and issued as fully paid, by
way of capitalisation of an amount of HK$ 1,420,000 standing to
the credit of the share premium account of the Company, to the
holders of shares in the Company whose names appear on the
register of members of the Company at the close of business on
11 August 2003 in proportion to their then existing shareholdings
in the Company, conditional upon the share premium account
being credited as a result of the new issue and placing of shares
as detailed in (v) below.

On 20 August 2003, a total of 30,000,000 new shares of
HK$0.01 each in the Company were issued at a price of HK$1.00
per share to the public by way of new issue and placing of
shares pursuant the listing of the Company’s shares on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), for a total cash consideration, before expenses, of
HK$30,000,000.

On 16 April 2004, 105,000,000 new shares of HK$0.01 each in
the Company were issued to Great Pacific Investments Limited
("Great Pacific”), a wholly-owned subsidiary of Yue Yuen
Industrial (Holdings) Limited, at a price of HK$1.06 each, for a
cash consideration, before expenses, of HK$111,300,000.

Bk (B ZRERAR —FBIFFER

87

25. IR @)
KAEZBRAEB 0T :

(i)

(ii)

(iii)

(iv)

(vi)

BRERZEE=FN\ANBBBIREER"
AR BNETE MR AFE79,962,000,0000% &
IREE0.018 7T 2 BBINE A% - 5380,000
ST ANZE 100,000,000 7T » It Z 18 hnpk
AESHEEAARERZRERAZEMH

R-ZTE—F+ 5 —+/\H 41,000,000
FERREIEO0.018 7T 2 B I R B T =
Bl 3% Ko B¢ 170

B EXEOEMLR—RER RN=_FF
=FNANB KNRAE)EERBITRAF
27,000,000 &I EEO0.0178 T ABRTIVERL
JB 2 #iR% F21,000,0000 A% HE{E0.01787T
ZBEBRMDIZEEARIIER R (EAURE
Jespar Age LimitedZEfE 31T A
TR B

RIE_E ()BTl R —RRE SR £F T XCEV)
ER PR AR i (B R R B T3 AR M Bl £ AR 1D
EBEREZ BEAQRRMDEERT
1,420,0008 T2 ERBFTER MR _ZTF
=FNA+—BEERHERRRIIARA
R BHEFE AN REEERFERAD
A ZIR AR BIBC S N 2% T4 £142,000,000
A &AM EO0.01 8 T 2 BB B fn

R-ZBZ=F)\A-+H AQFKREAFE
$£30,000,0008% FAXEEO0.01E T2 ¥Ti%
BREARBRNREBBERIZNERAR
(TE3ZFT ) AR BT LABSE 3R M AR 5
N R0 T2 BRBEITTARAL:
NESHBESNRE (KANKBHFAXZ)
30,000,000 7T °

R-ZZTPEP A+ /5B ARA KA
105,000,000 ¢ F IS EEO.01 BT Z #TA% - #%2
B%1.0678 T 2 BRI T T LE (5E)
ERAFzE2ENBATGreat Pacific
Investments Limited ( [ Great Pacific] ) * LA$&
BUIRERE GRIK%FIS) 111,300,000 7T
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25. Share Capital (continued)

(vii)

(viii)

On 16 April 2004, 35,000,000 new shares of HK$0.01 each in
the Company were issued at a price of HK$1.06 each by way of
placement of shares, for a total cash consideration, before
expenses, of HK$37,100,000.

On 3 March 2004, the Company entered into a conditional
subscription agreement with Great Pacific in relation to the
subscription by Great Pacific of a convertible note (the
“Convertible Note") at a subscription price of HK$207,060,000,
which was convertible into 87,000,000 new shares of the
Company at the conversion price of HK$2.38 per share. The
subscription agreement was completed on 16 April 2004. On
17 March 2005, 87,000,000 shares of HK$0.01 each in the
Company were issued pursuant to the conversion of the
Convertible Note.

A summary of the transactions during the year with reference to the

Notes to Financial Statements (continued)

25. BRA o)
(vi) RZZTZWFMA+/NH KRR AH

35,000,000 FA%E{EO0.01/8 7T 2 1A% i
BRI RN 0678 7T 2 B EETT A
BN 4838 ¢ (& (R FSZ) 37,100,000
T

(vii) A-ZZWME=A=H AQalzGreat

PacificiZ 52 f&{8207,060,000/%8 TR 88 Al 3
AR (AR EEYR | ) EiGreat Pacifics] 32
ERHRERS TRREERTIZER’R2.38
I 2 K (B 5, #87,000,0008% AR AT
R-RBEHEEN_ETNEFEMN A+ H5%
R =—EERF=A+EH ARRIRER
Han] HA A% ZEH5 5£1787,000,000% B A B
0.0 L2 &tn -

P ERARB BT EBRAZEE FARXS

above movements in the Company’s issued ordinary share capital is Bt -
as follows:
Issued Share
Number share premium
of shares capital account Total
ROBME EBERTERE ROZER et
‘000 HK$°000 HK$°000 HK$°000
FhAR FET FAET FAET
At 1 April 2004 R-ZEZWNFYAE—H 200,000 2,000 19,354 21,354
Issue of new shares ((vi) and (vii)) BATHTAR ((vi) & (vii)) 140,000 1,400 147,000 148,400
Conversion of Convertible Note (viii) 532 AT #% 2255 (viii) 87,000 870 206,190 207,060
227,000 2,270 353,190 355,460
Share issue expenses AR EEATHIZ - - (12,612) (12,612)
At 31 March 2005 R-ZEBEZEREF=HA=1+—H 427,000 4,270 359,932 364,202




26. Share Option Scheme

The Company operates a share option scheme (the “Scheme"”) for
the purpose of providing incentives and rewards to eligible participants
who contribute to the success of the Group's operations. Eligible
participants of the Scheme include the Company’s directors, including
independent non-executive directors, other employees of the Group,
suppliers of goods or services to the Group and customers of the
Group. The Scheme became effective on 6 August 2003 and, unless
otherwise cancelled or amended, will remain in force for 10 years
from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount equivalent,
upon their exercise, to 10% of the shares of the Company in issue at
any time. The maximum number of shares issuable under share options
to each eligible participant in the Scheme within any 12-month period
is limited to 1% of the shares of the Company in issue at any time.
Any further grant of share options in excess of this limit is subject to
shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are subject
to independent non-executive directors’ approval in advance. In
addition, any share options granted to a substantial shareholder or
an independent non-executive director of the Company, or to any of
their associates, in excess of 0.1% of the shares of the Company in
issue at any time or with an aggregate value (based on the price of
the Company’s shares at the date of the grant) in excess of HK$5
million, within any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 21 days
from the date of the offer upon payment of a nominal consideration
of HK$1 in total by the grantee. The exercise period of the share
options granted is determinable by the directors, and commences
after a certain vesting period and ends on a date which is not later
than five years from date of the offer of the share options or the
expiry date of the Scheme, if earlier.

The exercise price of the share options is determinable by the directors,
but may not be less than the highest of (i) the Stock Exchange closing
price of the Company’s shares on the date of the offer of the share
options; (ii) the average Stock Exchange closing price of the Company’s
shares for the five trading days immediately preceding the date of
the offer; and (iii) the nominal value of the Company’s shares.
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6. BIRAERTE

ARRABRE—BREBER S (%)) - §ER
HARKBRDELEBMAEBNAERSEALR
HEB R RE LA ENAER2EBALEBREAR
AEE (BREHTES) ARBHEMESR
AEEERSARGHERRARERTF Zit8la
“ET=F)\ARBRER BRI SITHURRIE
7 BRI AT EIS B B IS 0FE A

B REZ SEAER L RITRERERE R
TR &2 MNMSHEBEERARBREMARRE
BEEITAD10% ° REA+—EASRA RIZE
Rl Fazat Bl BB A B R EALEITHRN
B BE T FEBERRNEMRIRE ETR
D1% © RN EAEBZREBNBAIES A
KBRS ERIGBR AL A

MARREE EETHA B FEERRIFEEE
I EEA I AR 19 B B EUS B 3T
EEHE LN PMER+ @ A R A R AR
AIE B SEN FEI TE B SRR AL
R H RS - BB R R R PMEa] R R 2 B TR
0.1%HIZBHEBARARREEREBRS
5,000,000/ 7T AIZEE LRI A2 EVSAR R AL
Ao

RER OB NIEZE B 21 KRR &
BAXMNAEKIVETRBARBREN - LB
BENTTERRESETE NE THRBHRAL:
WRTNERIR 2R B 2 BB R F st
2/ H VR T B B

BRENTEERESET ETSERAT=
E2RRE (RERMBRERE BARRRD
B e (B (IR 2R A MAT A ER S A
AR BBAD B S PP U B+ Re(iii) A A B AX
fHEfE-
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26. Share Option Scheme (continued)
No share options had been granted under the Scheme as at 31 March
2005 or up to the date of approval of these financial statements.

27.

Share options do not confer rights on the holders to dividends or to

Notes to Financial Statements (continued)

26. BRESTE @)

R-EZRF=A=1+—HREENHHRREL
RS WERBZAT 8IR H R R

BRI B TRAABRREINBERASR

vote at shareholders’ meetings. FHVRER
Reserves 27. f#1&
Group rEH
Statutory  Exchange Asset
Share surplus  fluctuation revaluation
premium Capital reserve reserve reserve  Retained
Notes  account reserve  AEBH  EXRE® 2 EEER profits Total
M BRREER  EARE i 3] e RERF @t
HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET FET
(Note @)  (Note (b))
(Hit@)  (HEb)
At 1 April 2003 “TT=EME-A - (229) 842 2,712) (93) 39904 37,712
Issue of shares Elkin 29,700 - - - - - 29,700
Share issue expenses RGOS (8,926) = = = = = (8,926)
Capitalisation issue BARLET (1,420) = = = = = (1,420)
Surplus on revaluation EhAR - = = = 5,610 = 5,610
Deferred tax charged ERHES = = = = (400) - (400)
Net profit for the year ERAT| - - - - - 32,086 32,086
Transfer to reserve BRETEE - - 874 = = (874) =
Interim dividend RERE - - - - - (6,000) (6,000)
Proposed final dividend BRARERE - - - - - (11,900)  (11,900)
At 31 March 2004 and —TIME
1 April 2004 =E=t+-H
RZEEME
mA—H 19,354 (229) 1,716 (2,712) 5117 53,216 76,462
Issue of shares Eahlha) 25 147,000 - - - - - 147,000
Conversion of the SR
Convertible Note REE 25 206,190 - - - - - 206,190
Share issue expenses BIRMEY 25 (12,612) - - - - - (12,612)
Surplus on revaluation BhAR - = = = 2,357 = 2,357
Deferred tax charged ERRES 24 - = = = (256) = (256)
Net profit for the year ERAT| - - - - - 94,061 94,061
Exchange realignment i 5% - - - 9% - - 9%
Transfer to reserve BESGEE = = 3,680 = = (3,680) =
Interim dividend HHIR S, 1 - - - - - (15300)  (15,300)
Proposed final dividend BRARSRE 11 - - - - - (25.620)  (25,620)
At 31 March 2005 2 S
=A=t+-H 359,932 (229) 5,396 (2,616) 7,218 102,677 472,378
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27. Reserves (continued) 27. #E @
Company ¥ /N
Share
premium Capital Retained
Notes account reserve profits Total
Kita B3R E R B EE BB EF et
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FAET FAET
(Note (a))
(Kt @)
At 1 April 2003 ZET=F
mA—H - - - -
Arising on a group reorganisation HREBEHEKFEL = 43,088 = 43,088
Issue of shares BITRMG 29,700 - - 29,700
Capitalisation issue BT (1,420) = = (1,420)
Share issue expenses BITIRID A (8,926) = = (8,926)
Net profit for the year FELF - - 18,391 18,391
Interim dividend FREIRR B - - (6,000) (6,000)
Proposed final dividend R AR AR B - - (11,900) (11,900)
At 31 March 2004 and at —ETE
1 April 2004 =A=+—HkK
ZEENE
mA—H 19,354 43,088 491 62,933
Issue of new shares BATHIIR 25 147,000 = = 147,000
Conversion of the Convertible Note 1 A] % =& 25 206,190 = = 206,190
Share issue expenses BITIRID A 25 (12,612) - - (12,612)
Net profit for the year FELF = = 41,433 41,433
Interim dividend AR EARS B 11 - - (15,300) (15,300)
Proposed final dividend R AR AR B 11 - - (25,620) (25,620)
At 31 March 2005 —EERF
=A=+—H 359,932 43,088 1,004 404,024
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27. Reserves (continued)

Company (continued)
Notes:

(@)

(b)

The capital reserve of the Group represents the difference between the
aggregate of the nominal value of the share capitals of the subsidiaries
acquired by the Company pursuant to a group reorganisation in August
2003, over the nominal value of the share capital of the Company issued
in exchange therefor and the existing 1,000,000 shares of HK$0.01
each credited as fully paid, at par.

The capital reserve of the Company represents the excess of the then
consolidated net assets of the subsidiaries acquired by the Company
pursuant to the same reorganisation over the nominal value of the share
capital of the Company issued in exchange therefor. Under the
Companies Law of the Cayman Islands, the capital reserve may be
distributed to the shareholders of the Company, provided that
immediately following the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay off its debts as
and when they fall due in the ordinary course of business.

In accordance with the relevant PRC regulations, subsidiaries registered
in the PRC are required to transfer 10% of their profits after tax, as
determined under the PRC accounting regulations, to the statutory
surplus reserve, until the balance of the reserve reaches 50% of their
respective registered capitals. Subject to certain restrictions as set out
in the relevant PRC regulations, the statutory surplus reserve may be
used to offset against accumulated losses.

28. Notes to the Consolidated Cash Flow Statement

Notes to Financial Statements (continued)

27. #E @
EAT (@)

Hiaz:
(@)

(b)

REFEREHEIELR N ARE-—EZE=FNAZ
EE BTN IER B A Rl R AN ETEAR A B HH AR
REIPEAIRM T 1.2 BRAEE X FH1,000,0008%
AR EEO.01 BT I EIEA R D (ERE R 1512
EHo

KR B EEHE R A AR IR R — EHE B
B ARG BEFE BHAR Alg R 1AM
BT AR AIRA BB Z 5 - IRIEFI S B E A Al
S BARREASIRT AR GRE R EeE S
TETRE BRI AN IR BREEH A B E5F
FIEETE

RIZE BT EIAR P A5 B B T A9 H B 2 7]
H BIZAH BB 5 FI10% (FRrh Bl &5t R HIEE)
BERELEESER BRI ASREDRE
B MEAR50%  TEH T ERITEE TIRSI%
R AR A A EE I R 1R

28. IRERERBRMEE

(a) Disposal of subsidiaries (a) HEHBAT

2005 2004
—EEREF —ETNF
HK$°000 HK$°000
FETT FET

Net assets disposed of: BEEHEEFE:
Cash and bank balances R& RIRTTHEER 31,200 -

Satisfied by: XA

Cash e 31,200 -
There was no net inflow or outflow of cash and cash equivalents FERNWEREENBATELEEMIRS LIRS

in respect of the disposal of subsidiaries during the year.

The subsidiaries disposed of had no significant contribution to
the Group’s consolidated turnover or profit after tax for the year.

FEBBR/ARRLFE

EEHMEAREAREFAZERE EXELR
P& A AT E AR R



28.

29.

30.

Notes to the Consolidated Cash Flow Statement
(continued)
(b) Major non-cash transactions

The Group had the following major non-cash transactions:

(i) During the year ended 31 March 2005, 87,000,000
ordinary shares of HK$0.01 each in the Company were
issued at a price of HK$2.38 per share, amounted to
HK$207,060,000 in total, pursuant to the conversion
terms, rights and conditions of the Convertible Note.

(i)  The group reorganisation during the year ended 31 March
2004 in preparation for the listing of the Company’s shares
on the Main Board of the Stock Exchange involved the
acquisition of Jespar Age Limited by the issue of shares of
the Company.

(iii) During the year ended 31 March 2004, the Group entered
into finance lease arrangements in respect of fixed assets
with a total capital value at the inception of the leases of
approximately HK$2,303,000.

Contingent Liabilities
The Group did not have any significant contingent liabilities not
provided for at the balance sheet date (2004: nil).

As at 31 March 2005, the Company has given corporate guarantees
to banks to the extent of HK$163,600,000 (2004: HK$105,513,000)
for banking facilities granted to the Group, which were not utilised
at the balance sheet date.

Operating Lease Arrangements

The Group leases certain of its office premises and factories under
operating lease arrangements, with leases negotiated for terms
ranging from one to four years.

At the balance sheet date, the Group had total future minimum lease
payments under non-cancellable operating leases falling due
as follows:

28.

29.

30.
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GERERERMT @

(b) EEFREXRS
AEHZTBIFRERZMT:

() HE_ZTRF=-A=+—HLEE
AR RRIE AR IR 2 WG
IR A2 .38 T 2 (BIR 31T
87,000,000 FRXEIEO.01 T2 X
BA% A F£207,060,00078 7T 0

(il AEBREE_ZTTNF=A=1+—
HIEFE AR EER R B G5 HEEEL
FrEMR EmmETREEA P RE R
BITARRRIRH W espar Age
Limitede

(i) HE—ZTNF=A=1+—HILFE"
AEERRBENRRREESNBEY
2,303,000/ 7T 2 Bl E B ER] gt &
EHEe

FREE
RAEE B RS H 3 8 7] i1 R 2 BARA
BE(CTTNE E) -

HE-_ZTZTRAF=A=1+—H ARARAEER
B 2 tRITH R R RIT{EH & % 163,600,000
BT (ZZZ P4 105,513,000/ 70) A &R
EABABENEE R A A

EXEERH
AEBREEERELHEES THAEZNER
BE B2 RPN F-EMERS.

REER AEERPAIHHEEHENEBET 2K
RIEHSARAR TIIHREN:

>

2005 2004

—gTHEF  —TEMF

HK$’000 HK$°000

FET FAET

Within one year —FR 3,624 4,623
In the second to fifth years, inclusive FEFEZERF (PREEMF) 1,930 5,774
5,554 10,397
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31.

32.

33.

Notes to Financial Statements (continued)

Commitments 31. &IE
In addition to the operating lease commitments detailed in note 30 Br_E TP EE305F5 2 & S E AR AREE R
above, the Group had the following capital commitments at the HEERAZEREENT:
balance sheet date:
2005 2004
—EThHEF —ETE
HK$’000 HK$'000
FHET FET
Contracted, but not provided for: EHEMER SR
Acquisition of the New Production Plant (note) BENEERE (F1:) 53,939 =
Construction in progress fEETE 6,926 =
Purchase of other fixed assets BEHMETEE - 130
60,865 130
Authorised, but not contracted for: BREBERTA:
Construction in progress fEETE 39,416 =
Note: As at 31 March 2005, the unpaid consideration for the New Production Wat- REFERF=A=1+—H FLEEBEZ KTH
Plant amounted to RMB57 million (approximately HK$53.9 million). BAA K57 000,000 (#753,900,0005T) °
Subsequent to the balance sheet date, in April 2005, an instalment of BERAZ RZFZEARFMA BESSTARE
RMB25 million (approximately HK$23.6 million) was paid (note 32). The 25,000,000 (#723,600,000;87T) (ffi32) -4
remaining balance is payable as to RMB31 million (approximately BEA R #31,000,0007T (#129,300,000,87T) ZER
HK$29.3 million) after the issuance of the Real Estate Title Certificate of B BF T B B 3 A B A B EE T A B
the New Production Plant by the relevant PRC authorities and RMB1 B 5 ALHT,000,000T (471,000,000 %
million (approximately HK$1.0 million) upon the expiry of two years JT) 7B 7N 55 [B] 1 B R 12 W 3 A EE T = o R G 1
after the examination and acceptance of the New Production Plant by e
the Group.
The Company did not have any significant commitments at the NEER AR WEEAENEE(ZEZEN
balance sheet date (2004: nil). F ) o
Post Balance Sheet Event 32. #EHREE
Subsequent to the balance sheet date, in April 2005, an instalment EERE R_ZETRFNA ANEEREEBH
of RMB25 million (approximately HK$23.6 million) was paid by the ST HAEEMES i AR
Group for the New Production Plant in accordance with the terms 25,000,0007T (4923,600,00077T) ©
specified in the relevant agreement.
Approval of the Financial Statements 33. B HERZME

The financial statements were approved and authorised for issue by
the board of directors of the Company on 8 July 2005.

MGRAER TS LA/ \ABERE
LRETIT
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