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BUSINESS REVIEW

For this financial year ended 31 March 2006, the Group's total
turnover increased by 6%, to HK$7,749 million (2005:
HK$7,303 million). Net profit for the year attributable to the
equity holders of the parent was HK$480 million (2005:
HK$462 million, restated), an increase of 4% over last year.
The Board has recommended a final dividend of HK11.0 cents
(2005: HK11.0 cents) per ordinary share. Including interim
dividend, total dividend per ordinary share amounts to HK22.0

cents, an increase of 5% over last year’s HK21.0 cents.

Textile business

The fabric business had a turnover of HK$4,258 million (2005:
HK$4,109 million), a growth of 4% compared with last year.
The amount was 55% of the Group’s total turnover. Despite the
Group had a capacity expansion of about 20% in the year,
only slight revenue growth was achieved mainly due to the
reduction of the average selling price as a result of the
decrease of raw material prices. Business environment was
more favourable that operating profit margin increased to
12.1% from last year’s 10.3%. However, operating costs
increased due to the upsurge of fuel prices, wage inflation, rise
in interest expenses and the appreciation of Renminbi. The
Group maintained strict control on costs in order to improve the
profit margin. Order flow had been stable throughout the year.

For the year under review, USA remained our major market and

accounted for about 72% of the textile revenue.
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Retail and distribution business

Sales of this operation amounted to HK$3,444 million (2005:
HK$3,146 million), a rise of 9%, and represented 44% of the
Group's total turnover. The business made a loss in the year
mainly due to the rapid store expansion in the previous year
that incurred substantial expenses. The business performance
improved in the second half of the fiscal year to resume a small
profit. Mainland China remains the focus of our retail operation
where shops are existed in over 260 cities. At the year end, the

development in different markets was as below :
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Mainland China B KR
2006 2005 2004 2003 2002
Net sales (HK$ million) HEFH(BEEER) 2,219 1,963 1,598 1,432 1,359
Net sales increase SHEFEZEM
in percentage B E 13 23 12 5 13
Retail floor area (sq.ft.)** ZEZEER(FAR) ** 1,601,473 1,322,547 621,294 411,454 274,280
Number of sales associates* EEE# B * 10,119 10,534 6,395 4,770 3,741
Number of outlets** P g *2 3,143 2,837 1,750 1,060 831
Hong Kong and Macau FERAM
2006 2005 2004 2003 2002
Net sales (HK$ million) HEFHE(BEEER) 496 463 393 330 310
Net sales increase SHEFHEZEZM
in percentage B 7 18 19 6 5
Retail floor area (sq.ft.)** ZEEEEE (FHR)** 78,285 81,442 64,930 55,096 33,627
Number of sales associates* E£E&E 2 & B * 624 536 382 298 212
Number of outlets* MmEa* 94 85 62 45 37
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Taiwan "
2006 2005 2004 2003 2002

Net sales (HK$ million) HEFH(B®EFER) 513 557 440 319 282
Net sales increase SHEFEZEM

in percentage BRE (8) 27 38 13 50
Retail floor area (sq.ft.)** ZEREEE (FHR)* 208,925 219,625 150,965 124,649 106,321
Number of sales associates* EE&E S8 * 603 706 614 541 469
Number of outlets* FmEE* 266 270 196 155 114
Singapore and Malaysia ¥inig R SREDE

2006 2005 2004 2003 2002

Net sales (HK$ million) HEFHE(EYBRET) 216 163 117 64 43
Net sales increase SHEFHE LM

in percentage BAE 33 39 83 49 —
Retail floor area (sq.ft.)** ZEZLEEBE (FHR) ** 92,462 49,748 31,289 12,894 11,107
Number of sales associates* EEE B * 563 355 234 119 112
Number of outlets* MmEa* 76 74 32 17 15
e As at 31 March * R=A=+—H
& For self-managed stores & B &
4 Including self-managed and franchise stores 2 BIEBEERBHEERE
Garment business BRER
Turnover of our garment associate amounted to HK$979 million HfERXEKEEXBABRI7BER (=F

(2005: HK$816 million), a growth of 20%. Net profit ZTEHF : BH¥BI6EET) @ BR20% ° #A
EEFENEMABEM4EE L (ZEZFH
FBWIBAEEBT) » KIELF42% - REF
RAS5%BER 2 BRI HAEE 2 AR H
- #ETAEETEXRBAGHHEERY

21%

contribution to the Group was HK$54 million (2005: HK$38
million), a sharp increase of 42%. During the fiscal year, about
55% of the fabric consumed was supplied by our textile
business. Sales to the retail division was about 21% of its
revenue.
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FINANCIAL CONDITION

Liquidity and financial resources

The financial position of the Group remained strong. The current
ratio, the cash and cash equivalents and the total equity were
1.5, HK$251 million and HK$2,930 million at the year end
respectively. The net cash inflow from operating activities for the
year was HK$51 million. The receivable turnover days
increased by 20 days to 41 days over the last year. The
receivables turnover days refer to the ratio of the year-end
balance of receivables to the turnover of the year in days. The
reasons for the increase were twofold. First, the discounted bills
of HK$240 million were not accounted for in the financial
statements of last year. Following the adoption of the HKAS 39
this year, the discounted bills of HK$149 million was included
in the trade and bills receivable and interest-bearing bank
borrowings in the financial statements in current year. Second,
the surge in customer demand in the later part of the year has
resulted in the significant increase in the sales and the undue
receivable balance at the year end. The inventory turnover days
increased by 8 days to 61 days over the last year. The increase
in current year was mainly for satisfying the short delivery time
of rush orders from customers. During the year, the Group
financed its expansion mainly by cash inflow from its operation
and bank borrowings. At the year end, the unutilised banking
facilities amounted to HK$2,363 million and the gearing ratio
was 0.8. The gearing ratio refers to the ratio of total liabilities
to total equity. With ample financial resources, the Group will
continue to increase its production capacity to satisfy the

increasing customer orders.
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Contingent liabilities

As at 31 March 2006, the contingent liabilities of the Group
amounted to HK$38 million. These mainly represented (1) the
corporate guarantee of HK$13 million made for the banking
facilities of an associated company; (2) the corporate
guarantee of HK$9 million made for the issuance of bank
guarantee in lieu of property rental deposits for certain
subsidiaries; (3) the contingent liabilities of HK$12 million
related to the claim of business tax against a subsidiary of the

Group in Taiwan.

Capital expenditure

Total capital expenditures of the Group for the year amounted
to HK$351 million, of which HK$148 million was incurred by
the textile business for the expansion of its production facilities.
On the other hand, HK$203 million was incurred by the retail

and distribution business mainly for the addition of retail outlets.

Pledge of assets

No significant assets were pledged as at 31 March 2006.
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Foreign exchange and interest rate risks

The Group continued to adopt a strict and prudent policy in
managing its interest rate and currency exchange risks. The
major interest bearing bank borrowings of the Group were
HIBOR based Hong Kong dollar borrowings with maturity due
within three years. To reduce the interest rate risks, the Group
had entered into derivative financial instrument contracts with
international financial institutions. During the year, the major
revenues, expenses and procurements of the Group were
denominated in HKD, USD, Renminbi, Yen, EURO and NTD.
The Group had entered into forward contracts to reduce its

currency exchange risk.

HUMAN RESOURCES

As at 31 March 2006, the Group had about 22,800
employees in the PRC, Singapore and Malaysia. The
remuneration of the employees was largely based on industry

practice and the performance of individual employee.

OUTLOOK

Raw material prices have been stable and export disputes on
textile products have been temporarily resolved. Interest rates
will most likely to decline by early next year. Looking into
2007, the Management expects business environment will

continue to improve.

Texwinca holdings limited

¥R R F = R BE
AEBEFBERBERREENREER
B - AEBETEMESRTERRBET » 7

RYEBRITEFFERAERTE  TR=
FREH - AREFSRR  AEECHEE
BUSHEBRHEESRIASH - RER
AEEEEWA - XHREBELET - X
T AR® B BHERNEHEET K
SECZHERIIMNESHUREERRR -

hBER

TEERFZRAZ1+T—-H  XEERH
CFIE R BRAEEHBEE 422,800
A BIFMeEBEEFTEERTEZEREK
BETEAZRR -

RS

i

RE

ERERCBYRMABRE 0 FRCED
SR - RIRTLUFERAFIOE - RE
20075 EEERMEBRRFSEENRE -

annual report 06



OUTLOOK (continued)

The knitted-fabric industry is still under consolidation mainly due
to high entry barrier and strict environmental regulations
imposed by most countries. The Group will continue to grow its
textile capacity to enlarge market shares. Production expansion
will still be centralized in our existing Dongguan site where the
Group occupies about 10 million sq.ft. of land. The factories at
the site are equipped with most advanced production and
environmental facilities. The Group also operates an
environmentally friendly coal-fired system to supply in house
electricity. Ample space adjacent to the site has also been

reserved for future capacity expansion.

The garment associate will also expand its capacity by about
20% in the coming year. The business has a good customer

base and improved results are still expected in the new year.

The retail operation will slow down its store expansion but to
focus on performance acceleration. Many new outlets opened
in 2005 are now having mature performance. The business is

anticipated to have a significant improvement in the year

ahead.

The Management will maintain firm control on costs and will
place the greatest effort to improve the Group’s business
competitiveness. The Management remains optimistic to report

positive results in the coming year.
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