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

the year ended 31 March 2005.

PRINCIPAL ACTIVITIES

The Group's principal activities during the year consisted of the
production, dyeing and sale of knitted fabric and yarn, the
retailing and distribution of casual apparel and accessory, the
provision of franchise services, the provision of repair and
maintenance services for motors and generators, and the trading
of generators. There were no significant changes in the nature of

the Group's principal activities during the year.

The principal activity of the Company is investment holding.

RESULTS AND DIVIDENDS
The Group’s profit for the year ended 31 March 2005 and the
state of affairs of the Company and the Group at that date are set

out in the financial statements on pages 32 to 112.

An interim dividend of HK10.0 cents per ordinary share was paid
on 2 February 2005. The directors recommend the payment of a
final dividend of HK11.0 cents per ordinary share in respect of the
year, to shareholders on the register of members on 26 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.

BEEEMAZEARFEAEBRHEZ-ZZF
AE=ZA=1T-HULEEZFR/REEZZY
BHRE  WMTEE -

FERH
AEERAEEZERXRBEEHBHRRY
ZEBRER  ERREAZEE - BHE
AHEERE  RHEIERBEREBRR
EMBREEHEK ARB2RXBEHER
REESEERES o

ARBzEBREXBRAREER -

REEER
AEERBE-_TTHEF=A=1+—HLHF
EZ2@EMNRAQARAEAEEBEZBER 2%
BRI EREIREI1NREZHERE -

HHRESREMKI0ULENR=ZZREZ
AZBIKE  -EEZSLEBRBLFERY
RESERBENMTF-EZTRFNA-T
ANERIBREMZBRR - REHEZRECD
ARG HHER  FAREEEBERNER
Ri#ERTEREBRBEL -

o
X
mgo
5 3
5 8

>
c O
is
o %
U1=
3
ct
(0]
o

15




W = =<iR%E Report of the Directors

SUMMARY FINANCIAL INFORMATION MERHEER

A summary of the results and of the assets, liabilities and minority TXRAXREERBERBTBRFEE 2%£4E& -
interests of the Group for the last five financial years, as extracted ¥E BEEHIBRRBEZ2HE  IFEH
from the published audited financial statements and reclassified EAMZLBERMBEHERREEZEHN S

as appropriate, is set out below. e

RESULTS xiF

Year ended 31 March
BE=RA=1T—HLEE

2005 2004 2003 2002 2001
~ HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
Q BETT EETr BTz EEFr BEFx
§ 8 TURNOVER BXS 7,302,697 6,216,465 5,198,585 4,720,333 4,309,436
-
i % PROFIT FROM OPERATING #EF %% &7
% 03. ACTIVITIES 525,181 498,266 618,734 531,418 480,475
- g Share of profit of FEALH & A R
g an associate B A 40,276 33,344 46,630 62,157 56,299
Finance costs % ER (10,224) (4,086) (2,787) (5,770) (6,229)
PROFIT BEFORE TAX BRiEaT 555,233 527,524 662,577 587,805 530,545
Tax BE (65,116) (57,888) (37,926) (29,501) (59,089)
PROFIT BEFORE RO HBRESE
MINORITY INTERESTS BT 490,117 469,636 624,651 558,304 471,456
Minority interests DERRER (21,886) (47,666) (34,089) (28,197) (7,568)
NET PROFIT FROM BREGEERER

ORDINARY ACTIVITIES BFBHE
ATTRIBUTABLE

TO SHAREHOLDERS 468,231 421,970 590,562 530,107 463,888
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ASSETS, LIABILITIES AND

MINORITY INTERESTS

RE AfRA
PHERER

As at 31 March

BR=R=+-—H
2005 2004 2003 2002 2001
HK$'000 HK$'000 HK$000 HK$'000 HK$'000
B®TT EWTrT EETT EETRT EETR
TOTAL ASSETS BRERE 4,818,563 4,390,685 3,368,333 2,793,575 2,540,375
TOTAL LIABILITIES AfE#EE (2,084,180) (1,859,461) (1,001,912) (731,945) (846,071)
MINORITY INTERESTS PBERER (103,498) (82,766) (50,710) (36,971) (8,046)
2,630,885 2,448,458 2,315,711 2,024,659 1,686,258

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

and 14 to the financial statements, respectively.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the share capital and share options of the
Company during the year, together with the reasons thereof, are
set out in notes 27 and 28 to the financial statements,

respectively.

PRE-EMPTIVE RIGHTS

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

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

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

the year.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 29(b) to the financial
statements and in the consolidated statement of changes in

equity, respectively.

DISTRIBUTABLE RESERVES

At 31 March 2005, the Company’s reserves available for cash
distribution and/or distribution in specie amounted to
HK$574,494,000, of which HK$145,881,000 has been proposed as
a final dividend for the year. In addition, the Company’s share

premium account, in the amount of HK$343,272,000, may be

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

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, both purchases and sales from and to
the five largest suppliers and customers accounted for less than
30% of the Group's total purchases and sales for the year,

respectively.
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DIRECTORS

The directors of the Company during the year were:

Executive directors
Poon Bun Chak (Chairman and Managing Director)
Poon Kai Chak
Poon Kei Chak
Poon Kwan Chak

Ting Kit Chung

Independent non-executive directors
Au Son Yiu
Cheng Shu Wing

Wong Tze Kin, David

In accordance with the Company’s Bye-laws, all the existing
directors will retire and, being eligible, will offer themselves for

re-election at the forthcoming Annual General Meeting.

The Company has received annual confirmations of independence
from Messrs. Au Son Yiu, Cheng Shu Wing and Wong Tze Kin,
David, and as at the date of this report still considers them to be

independent.

DIRECTORS' SERVICE CONTRACTS

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

notice or compensation in lieu.
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Save as disclosed above, no directors proposed for re-election at
the forthcoming Annual General Meeting has a service contract
with the Company which is not determinable by the Company
within one year without payment of compensation, other than

statutory compensation.

DIRECTORS' REMUNERATION

The directors’ fees 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

Mr. Poon Bun Chak, being an executive director and also a
substantial shareholder of the Company, was interested in
shareholder loan agreements for advances granted to the Group
during the year. Details of the shareholder loan are set out in the
section “Continuing Connected Transactions” and note 24 and

34(c) to the financial statements.

Save as disclosed above, no director had a material interest,
either directly or indirectly, in any contract of significance to the
business of the Group to which the Company, its holding company

or any of its subsidiaries was a party during the year.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Executive directors

Mr. Poon Bun Chak, aged 57, is the chairman and managing
director overseeing the planning and development of the Group.
He founded the Group in 1975 and has more than 30 years’

experience in the textile field.

Mr. Poon Kai Chak, aged 55, is a younger brother of Mr. Poon Bun
Chak. He joined the Group in 1980 and has more than 25 years’
experience in the industry. He is responsible for the knitting

operations of the Group.

Mr. Poon Kei Chak, aged 53, is a younger brother of Mr. Poon Bun
Chak. He joined the Group on its establishment in 1975 and has
more than 30 years’ experience in the field. He looks after the
dyeing operations and assists in the overall management of the

Group.

Mr. Poon Kwan Chak, aged 59, is the elder brother of Mr. Poon
Bun Chak. He joined the Group in 1976 and has more than 29
years’ related experience. He is responsible for the Group’s

merchandising and sales management.

Mr. Ting Kit Chung, aged 49, is responsible for the general
administration and financial management of the Group. He joined
the Group in 1991 and has more than 10 years’ banking
experience. He holds a Bachelor of Arts degree from The

University of Hong Kong.
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Independent non-executive directors

Mr. Au Son Yiu, aged 60, has extensive experience in the securities
industry. He is a director of The Association of Former Council
Members of The Stock Exchange of Hong Kong Limited and The
Institute of Securities Dealers Limited, a consultant to Dao Heng
Securities Limited and a member of the Election Committee for the
financial services subsector election for the 1998 Legislative Council.
He is also an independent non-executive director for several public
companies listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). In addition, he is the ex-deputy chairman of The
Hong Kong Securities Clearing Company Limited (1992-1994) and
ex-council member of the Stock Exchange (1988-1994). He was
appointed as an independent non-executive director of the Company
in July 1995 and a member of the Audit Committee of the Company

in March 1999.

Mr. Cheng Shu Wing, aged 55, is a director of Worldvest Capital
Limited. He holds a Bachelor of Business Administration degree from
The Chinese University of Hong Kong and has more than 29 years’

experience in banking and securities industries in Hong Kong.

Mr. Wong Tze Kin, David, aged 42, is a director of CFL Anchor
Limited. Mr. Wong holds a Bachelor of Science degree from the
University of California at Berkeley. He is a member of the
American Institute of Certified Public Accountants and a fellow
member of the Hong Kong Institute of Certified Public Accountants.
He has approximately 20 years’

experience in accounting,

corporate finance, fund management and stockbroking.
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Senior management

Mr. Chan Min, Samuel, aged 50, is a director of the Group’s retail
operation. He holds a Master’s degree in business administration
from the Northwestern University and The Hong Kong University
of Science and Technology. He is a member of the British
Computer Society. Prior to joining the Group in 1996, Mr. Chan
had over 13 years’ experience in retail operation and MIS

management.

Mr. Chan Chi Hon, aged 43, joined the Group in 1997 and is the
Group’s financial controller and company secretary. Mr. Chan
holds a Master’s degree in commerce from The University of New
South Wales, Australia, and is a fellow member of the Hong Kong
Institute of Certified Public Accountants and is a certified
practising accountant of the CPA Australia. He has more than 18

years' experience in auditing and accounting.

Mr. Chau Kuen Kai, aged 47, is a factory manager of the knitting
operation of the Group. He joined the Group in 1979 and has more

than 25 years' experience in the knitting industry.

Mr. Fung Wai Lun, Daniel, aged 48, is a director of the Group's
retail operation. Before joining the Group in 1996, Mr. Fung had

more than 20 years’ experience in the retailing industry.

Mr. Hon Siu Kit, aged 45, is an associate director of Nice Dyeing
Factory Limited, a subsidiary of the Group engaged in the sale of
finished knitted fabric. He joined the Group in 1993 and has more

than 27 years’ experience in the textile industry.
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Mr. Hung Cho Tak, Joe, aged 38, is a general manager of the
Group's retail operation in Hong Kong. He joined the Group in
2000 and has more than 14 years’ experience in the retailing
industry. Mr. Hung has 10 years’ experience in the East Asian
countries, such as Singapore, South Korea, Taiwan and the

People’s Republic of China (the “PRC").

Mr. Ling Man, aged 52, is a factory manager in charge of the yarn
dyeing operation of the Group. He joined the Group in 1998 and
has more than 29 years’ experience in the dyeing and finishing

industry.

Mr. Liu Wei Chao, aged 40, joined the Group in 1996 and is the
chief financial officer of the Group’s retail operation. He has more
than 21 years’ experience in accounting. Mr. Liu holds a Master’s
degree in business administration from the University of Western
Sydney, Australia. He is a member of the Chinese Institute of

Certified Public Accountants and CIA (Certified Internal Auditor).

Mr. Su Geng Weng, aged 41, is a general manager of the Group’s
retail operation in Shanghai. He joined the Group in 1998 and has

more than 16 years’ experience in the retailing industry.

Mr. Ting Kit Hung, aged 53, is the director and chief executive of
the Group’s motor and generator services operation in the PRC.
Mr. Ting is an associate member of the Institute of Motor
Industry, the Chartered Institute of Transport and the British
Institute of Management. He also holds a Master’s degree in
business administration from The University of East Asia, Macau.
He joined the Group in 1995 and has more than 35 years’
experience in the motor industry. He is the elder brother of Mr.

Ting Kit Chung.
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Mr. Wong Tung Yiu, aged 50, is an associate director and the
general manager of Nice Dyeing Factory Limited, a subsidiary of
the Group engaged in the sale of finished knitted fabric. He joined
the Group in 1994 and has more than 31 years’ experience in the

textile industry.

DIRECTORS' INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

At 31 March 2005, the interests and short positions of the
directors in the share capital and underlying shares of the
Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFO")), as
recorded in the register required to be kept 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 for
Securities Transactions by Directors of Listed Issuers (the “Model

Code"), were as follows:

Long positions in ordinary shares of the Company:

ITRBEEAE  BEtEm AEERSHEME
EZHBARKERBARARNEBESR
REE - FR-NANAEFEMAREE - #EH
BR=T-FHHAEER -

EERRMRERERHCERERKE

R-ZZZRF=ZA=+—H  REESRK
HE R 352k M EF N B ZM - IRE
(LHRARESETESFRINEESTRDNB
HMAQABRBR  SFEBEARD TR ELE
il (ERR(EHFRBAEHEH) EXVER) B
BRAEAEZRRBWOT :

Number of shares held, capacity and

nature of interest

FRBE SHREIMER

Directly, Through Through Percentage of

beneficially spouse or controlled the Company's

owned minor children  corporations Total issued capital

LT 3

HE EEAR Exam ERT

Name of director EER4 REHT KEFEFX N i BFEHE
Poon Bun Chak EBWE 29,720,000 168,800,104* 505,200,000 703,720,104 53.1
Poon Kai Chak BEE 7,802,800 — — 7,802,800 0.6
Poon Kei Chak ERE 21,477,200 - — 21,477,200 1.6
Poon Kwan Chak k) 2 6,442,800 — — 6,442,800 0.5
Ting Kit Chung THA 1,600,000 — — 1,600,000 0.1
67,042,800 168,800,104 505,200,000 741,042,904 55.9
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168,800,104 shares are owned by Farrow Star Limited, which is wholly
owned by Perfection Inc. as a trustee for The Evergreen Trust, a
discretionary trust, the beneficiaries of which include the family
members of Mr. Poon Bun Chak. These shares are held through his

spouse or minor children in accordance with the SFO.

# 505,200,000 shares are owned by Giant Wizard Corporation in which
Farrow Star Limited has an 87.51% equity interest. A 12.4% interest in
Giant Wizard Corporation is owned by Messrs. Poon Bun Chak, Poon Kei
Chak and Poon Kwan Chak.

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

are separately disclosed in note 28 to the financial statements.

Save as disclosed above, as at 31 March 2005, none of the
directors had registered an interest or short position in the shares,
underlying shares 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 the

Stock Exchange pursuant to the Model Code.

DIRECTORS' RIGHTS TO ACQUIRE SHARES

Save as disclosed in the share option scheme disclosures in note
28 to the financial statements, at no time during the year were
rights to acquire benefits by means of the acquisition of shares in
the Company granted to any director or their respective spouse or
minor children, or were any such rights exercised by them; or was
the Company, its holding company or any of its subsidiaries a
party to any arrangement to enable the directors to acquire such

rights in any other body corporate.

* 168,800,104 8% A% {2 FH Farrow Star Limited ¥
B » M Perfection Inc. BIEL The Evergreen
Trust ZEREEASHTEHESE Farrow Star
Limited ' ZEREEZZIEABEBWEL
EZRERE - RIB(ES RBEHRA) - Z
ERVBRUBRBRRKEFLIEE °

# 505,200,0008% f% 49 1 Farrow Star Limited #
B8 51%RAERE 2 Wizard
Corporation # %A ° Giant Wizard Corporation
Z12A%ERABWIRELE  BRZEEERE
PBEEHER -

Giant
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SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS'
INTERESTS IN SHARES AND UNDERLYING SHARES

At 31 March 2005, the following interests of 5% or more of the
issued share capital of the Company were recorded in the register

of interests required to be kept by the Company pursuant to

Section 336 of the SFO:

FERFRRH M A5G R RS
fHa

RE-ZZRF=RA=1+—H0 UATKRR%ESR
AARBBITRAZS%HE U LER  ERE
(BHRBEMFRM) EI3MBRECLHENER
ErfA

Percentage of

Capacity and Number of the Company’s

Name nature of interest ordinary shares held issued share capital
HELT

2 SRRERES HEEYERRA ERTRFERE
State Street Corporation Interests of controlled 66,797,821 5.0

corporations

REEH QA ER

Save as disclosed above, as at 31 March 2005, no person, other
than the directors of the Company, whose interests are set out in
the section “Directors’ interests and short positions in shares and
underlying shares” above, had registered an interest in the shares
or underlying shares of the Company that was required to be

recorded pursuant to Section 336 of the SFO.

CONTINUING CONNECTED TRANSACTIONS
The independent non-executive directors of the Company have
reviewed the continuing connected transactions of the Group and

have confirmed that these transactions have been entered into:

(i) in the ordinary and usual course of business of the Group;
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on normal commercial terms or on terms no less favourable
to the Group than terms available to or from independent
third parties; and

(iii) in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of

the shareholders of the Company as a whole.

During the year, a shareholder loan was granted to the Group by
a substantial shareholder and also a director of the Company.
Details of the shareholder loan are set out in note 24 and 34(c) to

the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

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

the date of this report.

AUDIT COMMITTEE

The Company has established an audit committee (the
“Committee”) in compliance with Rule 3.21 of the Listing Rules.
The Committee comprises the three independent non-executive
directors of the Company, Messrs. Au Son Yiu, Cheng Shu Wing

and Wong Tze Kin, David.

The terms of reference and duties have been laid down as
guidelines for the Committee. The principal duties of the
Committee include the review and supervision of the financial
reporting process and internal controls of the Group. During the

year, the Committee held two meetings to review the internal
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controls and financial reporting matters and provide

recommendations to the board of directors. For this fiscal year,
the Committee has reviewed and discussed with the management

the audited financial statements of the Group.

CODE OF BEST PRACTICE

In the opinion of the directors, the Company complied with the
Code of Best Practice, as set out in Appendix 14 of the Listing Rules
of the Stock Exchange, throughout the accounting period covered
by the annual report, except that the independent non-executive
directors of the Company are not appointed for specific terms as
required by the Code of Best Practice, but subject to retirement
and re-election at the forthcoming Annual General Meeting in

accordance with the Company’s Bye-laws.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Company has adopted the Model Code of the Listing Rules 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 have complied with the

required standard set out in the Model Code, throughout the

accounting period covered by the annual report.

AUDITORS
Ernst & Young retire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming

Annual General Meeting.

ON BEHALF OF THE BOARD

Poon Bun Chak

Chairman

Hong Kong, 19 July 2005
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