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Report of the directors E£R#Hk&E

The directors present their report and the audited financial statements of the Company and the Group for the
year ended 31 March 2006.

Principal activities

The principal activity of the Company is investment holding. Details of the principal activities of the principal
subsidiaries are set out in note 15 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 Group’s profit for the year ended 31 March 2006 and the state of affairs of the Company and of the Group
at that date are set out in the financial statements on pages 51 to 132.

An interim dividend of HK1.8 cents per ordinary share was paid on 6 January 2006. The directors recommend
the payment of a final dividend of HK1.8 cents per ordinary share in respect of the year to shareholders on the
register of members on 28 August 2006. This recommendation has been incorporated in the financial statements
as an allocation of retained profits within the equity section of the balance sheet.

Summary of financial information

A summary of the published results and assets and liabilities of the Group for the last five financial years, as
extracted from the audited financial statements and restated as appropriate, is set out on page 39. This summary
does not form part of the audited financial statements.

Property, plant and equipment
Details of movements in the property, plant and equipment of the Group during the year are set out in note 13
to the financial statements.

Share capital and share options
There was no movement in either the Company’s authorised or issued share capital during the year.

Details of movements in the Company’s share options during the year are set out in note 27 to the financial
statements.

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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Report of the directors EE/HES

Reserves
Details of movements in the reserves of the Company and the Group during the year are set out in note 28(b)
to the financial statements and in the consolidated statement of changes in equity, respectively.

Distributable reserves

At 31 March 2006, the Company’s reserves available for distribution, calculated in accordance with the provisions
of the Companies Act 1981 of Bermuda, amounted to HK$192,281,000, of which HK$28,240,000 has been
proposed as a final dividend for the year. Under the laws of Bermuda, the Company’s share premium account,
in the amount of HK$ 1,855,000, may be distributed in the form of fully paid bonus shares.

Charitable contributions
During the year, the Group made charitable contributions totaling HK$395,000.

Major customers and suppliers
In the year under review, sales to the Group’s five largest customers accounted for less than 30% of the total
sales for the year.

Purchases from the Group’s five largest suppliers accounted for approximately 39% of the total purchases for
the year and purchases from the largest supplier included therein amounted to approximately 21%. Save as
disclosed in note 33(a)(iii) to the financial statements, as far as the directors are aware, neither the directors,
their associates, nor any shareholders of the Company 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 suppliers.
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Directors
The directors of the Company during the year were:

Executive directors:

Mr. LAW Ka Sing

Ms. CHAN So Kuen

Mr. Dickie FU Shing Kwan
Ms. Pansy CHAU Wai Man
Mr. Simon ORR Kuen Fung
Mr. FUNG Ping Chuen

(resigned on 12 January 2006)
(resigned on 12 January 2006)
(resigned on 1 June 2005)

Independent non-executive directors:
Ms. LEUNG Mei Han

Mr. Raymond LEE Man Chun

Mr. WONG Wai Kay

Prof. SIN Yat Ming (appointed on 21 October 2005)

Subsequent to the balance sheet date, on 26 June 2006, Mr. Dickie FU Shing Kwan, resigned as a director of the
Company.

In accordance with the Company’s bye-laws, Ms. CHAN So Kuen and Mr. Raymond LEE Man Chun, will retire by
rotation at the forthcoming annual general meeting and, being eligible, will offer themselves for re-election at
the forthcoming annual general meeting. Prof. SIN Yat Ming who was appointed during the year will hold office
until the forthcoming annual general meeting and, being eligible, will offer himself for re-election at the
forthcoming annual general meeting.

The Company has received annual confirmations of independence from Ms. LEUNG Mei Han, Mr. Raymond LEE
Man Chun, Mr. WONG Wai Kay and Prof. SIN Yat Ming and as at the date of this report still considers them to
be independent.

Directors’ and senior management'’s biographies

Biographical details of the directors of the Company and the senior management of the Group are set out on
pages 35 to 38 of the annual report.
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Report of the directors EE/HES

Directors’ service contracts

No director 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 emolument policy of the employees of the Group is set up by the Board/executive directors on the basis of
their merit, qualification and competence.

The emoluments payable to directors of the Company will be decided by the Board on the recommendation of
the Remuneration Committee, having regard to the director’s duties, responsibilities and performance and the
results of the Group.

Directors’ interests in shares and underlying shares

At 31 March 2006, the interests 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 of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”), were
as follows:
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Directors’ interests in shares and underlying shares (continued)
Long positions in ordinary shares of the Company:

Number of shares held,
capacity and nature of interest
FREE - S REREE

EERROREERD 2ER @
RARB LR Z TR

Directly Through Percentage of the
beneficially controlled Company’s issued
owned corporation share capital
B by ) Total EARRARIEEST
Name of director EnlEs X EBEHA &t eNENd EEHA
Mr. LAW Ka Sing 1,063,091,098 30,000,000 1,093,091,098 69.67 BRELA

The interests of the directors in the share options of the Company are separately disclosed in note 27 to the
financial statements.

Save as disclosed above, as at 31 March 2006, none of the directors had registered 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 the
Stock Exchange pursuant to the Model Code.

Directors’ rights to acquire shares or debentures

Save as disclosed under the heading “Directors’ interests in shares and underlying shares” above and in the
share option scheme disclosures in note 27 to the financial statements, 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 director
or their respective spouse or minor children, 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.

Directors’ interests in contracts

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 or any of its subsidiaries was a party during the year.
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Report of the directors EE/HES

Substantial shareholders’ interests in shares and underlying shares

At 31 March 2006, the following interests of 5% or more of the issued share capital and share options of the
Company were recorded in the register of interests required to be kept by the Company pursuant to Section
336 of the SFO:

Long positions:

FERRRR G KR EERD 2 Em
RIBEZRF=A=1+—0  ARRERESFRAGEIFE33664%
FEZEDRERMEAT © TIATRARREEHTIRALERES
HH5%s A FRERs

A

Percentage of

the Company’s

Capacity and Number of ordinary issued share capital Number of share

nature of interest shares held HARRIE T options held

Name % B RiEmtE P mR e A RABE L FisfE RS B
Mr. LAW Ka Sing Directly beneficially owned

BRELE BEEEnES 1,063,091,098 67.76 -
Through controlled corporation

BRZELBRE 30,000,000 1.91 -

1,093,091,098 69.67 -

Save as disclosed above, as at 31 March 2006, no person, other than the directors of the Company, whose
interests are also set out in the section “Directors’ interests in shares and underlying shares” above, had registered
an interest or short position in the shares or underlying shares of the Company that was required to be recorded
pursuant to Section 336 of the SFO.

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.

Purchase, redemption or sale of listed securities of the Company

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities during the year.
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Connected transactions and continuing connected transactions

During the year, the Group had the following continuing connected transactions, certain details of which are
disclosed in compliance with the requirements of Chapter 14A of the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”). Further details of these transactions are included in note 33 to the
financial statements.

(a)

(b)

Property leasing

The Group entered into two tenancy agreements with Laws International Group Limited (“Laws
International”) and with Bright City International Limited (“Bright City”) on 1 August 2005 in connection
with the rental of a warehouse and the head office, respectively. Certain directors of Laws International
and Bright City, who have beneficial equity interests therein, are relatives of Mr. LAW Ka Sing, a director of
the Company and Mr. Simon ORR Kuen Fung, a former director of the Company. Laws International
transferred its ownership of the warehouse to Bright City on 18 August 2005. The rental periods of both
tenancy agreements for the rental of the warehouse and the head office are two years commencing from
1 August 2005 and expiring on 31 July 2007 and three years commencing from 1 August 2005 and
expiring on 31 July 2008, respectively. The rentals were determined by reference to open market rents at
the inception of the tenancy agreements.

Purchase of garments

The Group entered into a purchase agreement with Laws International on 2 June 2004 (the “Purchase
Agreement”) for the purchases of garments from Laws International and its subsidiaries. Certain directors
of Laws International and its subsidiaries, who have beneficial equity interests therein, are relatives of Mr.
LAW Ka Sing, a director of the Company, and Mr. Simon ORR Kuen Fung, a former director of the Company.
The Purchase Agreement is effective from 1 April 2004 to 31 March 2007. According to the Purchase
Agreement, the annual value of the purchases of garments from Laws International and its subsidiaries by
the Group for each of the financial years ending 31 March 2005, 31 March 2006 and 31 March 2007 will
not exceed HK$236,000,000, HK$330,000,000 and HK$429,000,000, respectively. The prices of the
products are to be determined by reference to the prevailing market prices.
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Report of the directors EE/HES

Connected transactions and continuing connected transactions (continued)

(b) Purchase of garments (continued)
The independent non-executive directors of the Company have reviewed the continuing connected
transactions in relation to the purchases of garments set out above and have confirmed that these continuing
connected transactions have been entered into (i) in an ordinary and usual course of business of the
Group; (ii) on normal commercial terms or on terms no less favourable to the Group than terms available
from independent suppliers; (iii) in accordance with the Purchase Agreement and on terms that are fair
and reasonable and in the interests of the shareholders of the Company as a whole. The independent
non-executive directors of the Company have further confirmed the annual value of purchases of garments
from Laws International and its subsidiaries by the Group for the financial year ended 31 March 2006 did
not exceed HK$330,000,000.

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

LAW Ka Sing
Chairman

Hong Kong
18 July 2006
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