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The directors present their annual report and the audited financial statements
for the year ended 31st March, 2004.

The Company is an investment holding company. The principal activities
of its principal subsidiaries as at 31st March, 2004 are set out in note 28 to

the financial statements.

The results of the Group for the year ended 31st March, 2004 are set out in

the consolidated income statement on page 21 of the annual report.

An interim dividend of HK0.3 cent per share amounting to HK$4,968,000
was paid to shareholders during the year. The directors recommend the
payment of a final dividend of HK0.8 cent per share to the shareholders
whose name appeared on the register of members on 16th September,
2004, amounting to HK$13,248,000, and the retention of the remaining
profit for the year.

During the year, the Group spent HK$8,376,000 on the acquisition of
property, plant and equipment for the purpose of expanding the Group’s

business.

Leasehold land and buildings of the Group were revalued at 31st March,
2004. The revaluation resulted in a surplus of HK$950,000 of which
HK$820,000 has been credited directly to the consolidated income statement
to the extent of the deficit previously charged and the remaining balance

of HK$130,000 has been credited to the property revaluation reserve.

Details of these and other movements during the year in the property, plant
and equipment of the Group are set out in note 12 to the financial

statements.
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Investment properties of the Group were revalued at 31st March, 2004.
The revaluation surplus to the extent of the deficit previously charged of
HK$1,180,000 has been credited directly to the consolidated income

statement.

Details of this movement in the investment properties of the Group during

the year are set out in note 11 to the financial statements.

A summary of the investment properties of the Group is set out on page 60

of the annual report.

The directors of the Company during the year and up to date of this report

were:

Mr. Cheng Chung Man, Johnny (Chairman and Managing Director)
Ms. Lam Yuk Sum

Mr. Cheng Chung Hoo
Mr. Yang Wei Tak

In accordance with clause 108 of the Company’s Articles of Association,
Ms. Lam Yuk Sum retires at the forthcoming annual general meeting and,

being eligible, offers herself for re-election.

Each of the executive directors has entered into a service agreement with
the Company for an initial period of three years, commencing on Tst April,
1999 which will continue thereafter until terminated by either party by

three months’ prior written notice.

Save as disclosed above, none of the directors being proposed for re-
election at the forthcoming annual general meeting has a service contract
with the Company or any of its subsidiaries which is not determinable by
the Group within one year without payment of compensation, other than

statutory compensation.
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Mr. CHENG Chung Man, Johnny, aged 47, is the chairman and managing
director of the Group. He established the Group in 1984 and is responsible
for the overall strategic planning and formulation of corporate policies of
the Group. Mr. Cheng has over 20 years of experience in the apparel
distribution and manufacturing business.

Ms. LAM Yuk Sum, aged 44, is an executive director responsible for the
overall strategic planning as well as the Group’s merchandising management
and design and product development. She joined the Group in 1987 and
has over 17 years of experience in fashion design and garment industry.
She is the wife of Mr. Cheng.

Mr. CHENG Chung Hoo, aged 67, is a non-executive director. Since 1975,
he has been a managing director of an international trading and property
development company. He has also been a managing director of a property
investment company over 12 years.

Mr. YANG Wei Tak, aged 74, is a non-executive director. He has over 40
years of experience in international trading and has been a managing
director of an import and export company over 30 years.

Ms. WONG Chi Ying, aged 35, is the financial controller of the Group and
also the secretary of the Company. Prior to joining the Group in July 1996,
Ms. Wong worked in an international accounting firm for about four years.
She holds a bachelor degree in accountancy from the City University of
Hong Kong. She is a fellow member of the Association of Chartered Certified
Accountants in the United Kingdom and an associate member of the Hong
Kong Society of Accountants.

Pursuant to the annual general meeting of the Company held on 17th
September, 2003, the Company approved and adopted a new share option
scheme (the “2003 Scheme”) and terminated the share option scheme
adopted on 15th April, 1999 (the “1999 Scheme”). No option had been
granted under the 1999 Scheme.

No options were granted to the directors or substantial shareholders of the
Company during the year.
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13

The following table discloses details of options granted under the 2003
Scheme held by employees of the Group and movements in such holdings
during the year ended 31st March, 2004:

ﬁl\:FﬁFﬁmﬁz

“EE= RERER REER =A=+—H
MA—H it atif AT E
AL as Granted Cancelled Outstanding
Balance at during during at
1.4.2003 the year the year 31.3.2004

~ 19,900,000  (1,300,000) 18,600,000

~ 19,900,000  (1,300,000) 18,600,000

~ 39,800,000  (2,600,000) 37,200,000

The closing price of the Company’s shares immediately before 18th
November, 2003, the date of grant of options under the 2003 Scheme, was
HK$0.164.

At the date of this report, total number of shares to be issued upon exercise
of the outstanding options granted under the 2003 Scheme is 37,200,000,

representing 2.2% of the issued share capital of the Company at the date of
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The fair values of the options granted during the year measured at the date
of grant on 18th November, 2003 were HK$0.04 per option for both options
granted under Batch A and Batch B. The following significant assumptions
were used to derive the fair values using the Black-Scholes option pricing

model:

5 —HEIR H 2 W s g 5 HEIR H 2 W s

Date of grant

Options granted
under Batch A

Options granted
under Batch B

Expected life of options /g 4 NE
4 years 6 years

Expected volatility based on
historical volatility of share prices 40% 40%
Expected annual dividend yield 4.70% 4.70%
Hong Kong Exchange Fund Notes rate  2.57% 3.68%

For the purposes of the calculation of fair value, no adjustment has been
made in respect of options expected to be forfeited, due to lack of historical
data.

The Black-Scholes option pricing model requires the input of highly
subjective assumptions, including the volatility of share price. Because
changes in subjective input assumptions can materially affect the fair value
estimate, in the directors’ opinion, the existing model does not necessarily

provide a reliable single measure of the fair value of the share options.

Particulars of the 2003 Scheme are set out in note 24 to the financial

statements.

14



irectors’ Report g 5=

RZZBEZWNF=ZA=+—0  REXR
NREESRAEGRY (TEFRPE

GPl)) 36217 B 2 B M PT4C
B HAREBEBEIZMERQA
(MMl @Es ETmRA (T EHR
ADFECETRBERETERR S
ZBESTADMAME NA B M
ZHRE BEERFEFEZBEBALRAR
NE R EAAEEE (R E S M EED)
F15WM2EE) O - BERD KE

As at 31st March, 2004, the interests of the directors and their associates in
the shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)), as recorded in the register maintained by
the Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies contained in the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”), were as follow:

FRBEAMERNT
AABE #AT
e 817 A B
ERELE s Percentage of
Number of the issued share
g% issued ordinary capital of the
BFEUZ Name of director Capacity shares held Company
B §8 35T A Mr. Cheng Chung Man, Johnny RiELEAE 994,044,180 60.03%
Held by trust (HiaF 1)
(Note 1)
HEBRAE 124,194,000 7.50%
Held by spouse (HiaF 2)
(Note 2)
MEHRZ L Ms. Lam Yuk Sum HIEFEEA 994,044,180 60.03%
Held by trust (HiaF 1)
(Note 1)
Em#EAA 124,194,000 7.50%
Beneficial owner
Bt - Notes:
1. 3% %5 994,044,1800% ¥ & Silver 1. These 994,044,180 shares are beneficially owned by Silver Crown Profits

Crown Profits Limited ([ Silver
Crown ]) Bz # A ° Silver Crown
WAy 2#EFEFEI Cheng
Family Trust 2@ X @ AT
B REEEANIZEARIEENE
NEERMERLZTIHREKE -

2. BENEEBRMIEZRZLTZIK
WHEREEAMRERL T ESH
B124,194,0008 10 Z 2 -

Limited (“Silver Crown”). The shares in Silver Crown are in turn held by
the trustee of the ] Cheng Family Trust, a discretionary trust, the
discretionary objects of which include family members of Mr. Cheng
Chung Man, Johnny and Ms. Lam Yuk Sum.

2. Mr. Cheng Chung Man, Johnny is the husband of Ms. Lam Yuk Sum and

is deemed to be interested in 124,194,000 shares beneficially owned by
Ms. Lam Yuk Sum.
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Directors’ Interests in Shares, Underlying
and Debentures (continued)

Other than disclosed above and certain nominee shares in subsidiaries
held by certain directors in trust for the Group, none of the directors nor
their associates had any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of part XV of the SFO) as at 31st March, 2004, as
required to be recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

Other than the share option schemes of the Company, at no time during
the year was the Company, its holding company or any of its subsidiaries,
a party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate. None of the directors, or their
spouses or their children under the age of 18, had any right to subscribe
for the shares of the Company, or had exercised any such rights during the

year.

Connected Transactions and Directors’
Interests in Contracts

Details of the discloseable connected transactions for the year are set out

in note 27 to the financial statements. Save as disclosed therein:

—_
=

no contracts of significance subsisted at any time during the year to
which the Company, its holding company or any of its subsidiaries
was a party and in which a director of the Company had a material

interest, whether directly or indirectly; and

(if) there were no other transactions which need to be disclosed as
connected transactions in accordance with the requirements of the

Listing Rules.
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G A Name of shareholder

WEB Cheah Cheng Hye

BEESER Value Partners Limited
NG

Value Partners
High-Dividend
Stocks Fund

Stocks Fund

it BRESEBRATSBHERER
12 (f & Value Partners High-
Dividend Stocks Fund) # & &
N Al E @R A 165,360,000
e mARHBEELEERHER
BESEIRNF31.82% s - W
BB EEEARAEBR
165,360,000% °

Value Partners High-Dividend

In accordance with the conditions agreed with the Stock Exchange with
respect to the connected transactions, the independent non-executive
directors have reviewed the connected transactions set out in note 27(a) to
the financial statements and in their opinion, these transactions entered
into by the Group were:

(i) in the ordinary and usual course of business of the Group;

(if) on arm’s length basis, on normal commercial terms and in accordance
with the terms of the agreement governing such transactions; and

(iii)

fair and reasonable so far as the shareholders of the Company are
concerned.

Other than disclosed above under the section headed “Directors’ Interests
in Shares, Underlying Shares and Debentures” and other substantial
shareholders’ interests disclosed in the following table, at 31st March, 2004,
the register of substantial shareholders maintained by the Company pursuant
to Section 336 of the SFO showed that the Company had not been notified
of any relevant interests or short positions in the shares or underlying
shares of the Company.

AATIERT

PISE #17 I ZN=K) ]

St (= Percentage of

Number of the issued

10 issued ordinary share capital

Capacity shares held of the Company

mREHEERA 165,360,000 9.99%
Held by controlled corporation (Hvst)
(Note)

mMIREKERSE 165,360,000 9.99%
Held by investment managers (Hvst)
(Note)

ESHAA 95,720,000 5.78%

Beneficial owner

Note: Value Partners Limited through its investment managers including Value
Partners High-Dividend Stocks Fund owns an aggregate of 165,360,000
ordinary shares of the Company. Mr. Cheah Cheng Hye is deemed to be
interested in 165,360,000 ordinary shares of the Company as he

beneficially owns 31.82% of Value Partners Limited.
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Major Customers and Suppliers

During the year, the aggregate purchases attributable to the Group’s five
largest suppliers accounted for approximately 65% of the Group’s total
purchases for the year and the purchases attributable to the Group’s largest
supplier were approximately 26% of the Group’s total purchases for the
year. The aggregate sales attributable to the Group’s five largest customers
were less than 30% of the Group’s total sales for the year.

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

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, Sale or Redemption of the
Company’s Listed Securities

During the year, neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities.

Corporate Governance

In the opinion of the directors, the Company has complied throughout the
year ended 31st March, 2004 with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules.

The term of office of each independent non-executive director is the period
up to his retirement by rotation in accordance with the Company’s Articles
of Association.

A resolution will be submitted to the annual general meeting of the Company
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

By order of the Board
Cheng Chung Man, Johnny
Chairman and Managing Director

Hong Kong, 6th July, 2004
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