Notes to financial statements Bz

31 March 2006

2.1
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Corporate information

The registered office of the Company is located at Canon’s Court, 22 Victoria Street, Hamilton HM12,
Bermuda. The Company is incorporated in Bermuda with limited liability. Its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). During the year, the Group principally engaged in
investment holding and the retailing, distribution and wholesaling of garments.

Basis of preparation

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRSs"”) (which also include Hong Kong Accounting Standards (“HKASs") and Interpretations) issued by
the Hong Kong Institute of Certified Public Accountants, 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 derivative financial instruments which have been measured
at fair value, and certain land and buildings as further explained below. These financial statements are
presented in Hong Kong dollars and all values are rounded to the nearest thousand (HK$'000) except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
for the year ended 31 March 2006. The results of subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and continue to be consolidated until the date that
such control ceases. All significant intercompany transactions and balances within the Group are eliminated
on consolidation.
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2.2 Impact of new and revised Hong Kong Financial Reporting Standards

The following new and revised HKFRSs affect the Group and are adopted for the first time for the current

year's financial statements:

HKAS 1

HKAS 2

HKAS 7

HKAS 8

HKAS 10
HKAS 12
HKAS 14
HKAS 16
HKAS 17
HKAS 18
HKAS 19
HKAS 21
HKAS 23
HKAS 24
HKAS 27
HKAS 32
HKAS 33
HKAS 36
HKAS 37
HKAS 38
HKAS 39
HKAS 39

Amendment

HKAS 40

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in Accounting Estimates and Errors
Events after the Balance Sheet Date

Income Taxes

Segment Reporting

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign Exchange Rates
Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial Statements
Financial Instruments: Disclosure and Presentation
Earnings per Share

Impairment of Assets

Provisions, Contingent Liabilities and Contingent Assets
Intangible Assets

Financial Instruments: Recognition and Measurement
Transition and Initial Recognition of Financial Assets and Financial Liabilities

Investment Property
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2.2 Impact of new and revised Hong Kong Financial Reporting Standards (continued)

HKFRS 2 Share-based Payment
HKFRS 3 Business Combinations
HKFRS 5 Non-current Assets Held for Sale and Discontinued Operations

HK(SIC)-Int 21 Income Taxes — Recovery of Revalued Non-depreciable Assets

HK-Int 4 Leases — Determination of the Length of Lease Term in respect of Hong Kong Land
Leases

The adoption of HKASs 1, 2, 7, 8, 10, 12, 14, 16, 18, 19, 21, 23, 27, 33, 37, 38, 40, HKFRS 5, HK(SIC)-Int
21 and HK-Int 4 has had no material impact on the accounting policies of the Group and the Company and
the methods of computation in the Group’s and the Company’s financial statements.

HKAS 21 had no material impact on the Group. As permitted by the transitional provisions of HKAS 21,
goodwill arising in a business combination prior to 1 January 2005 and fair value adjustments arising on
that acquisition are deemed to be in the currency of the Company. In respect of acquisitions subsequent to
1 January 2005, any goodwill arising on the acquisition of a foreign operation and any fair value adjustments
to the carrying amounts of the assets and liabilities are treated as assets and liabilities of the foreign operation
and are translated at the closing rate in accordance with HKAS 21.

HKAS 24 has expanded the definition of related parties and affected the Group’s related party disclosures.
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2.2 Impact of new and revised Hong Kong Financial Reporting Standards (continued)
The impact of adopting the other HKFRSs is summarised as follows:

(a)

(b)

HKAS 17 - Leases
In prior years, land and buildings held for own use were stated at cost or 31 July 1993 valuation less
accumulated depreciation and any impairment losses.

Upon the adoption of HKAS 17, the Group'’s leasehold interest in land and buildings is separated into
leasehold land and leasehold buildings. The Group’s leasehold land is classified as an operating lease,
because the title of the land is not expected to pass to the Group by the end of the lease term, and is
reclassified from property, plant and equipment to prepaid land lease payments, while leasehold
buildings continue to be classified as part of property, plant and equipment. Prepaid land premiums
for land lease payments under operating leases are initially stated at cost and subsequently amortised
on the straight-line basis over the lease term. When the lease payments cannot be allocated reliably
between the land and buildings elements, the entire lease payments are included in the cost of the
land and buildings as a finance lease in property, plant and equipment.

This change in accounting policy has had no effect on the consolidated income statement and retained
profits and the consolidated balance sheet.

HKAS 32 and HKAS 39 - Financial Instruments

Derivative financial instruments — Forward currency contracts

In prior years, gains and losses arising from forward currency contracts were recognised in the income
statement on expiry/termination of respective derivative financial instruments. Upon the adoption of
HKAS 39, these derivative financial instruments are initially recognised at fair value at the date at
which a derivative contract is entered into and are subsequently remeasured at fair value with gains
or losses being recognised in the income statement.

The effects of the above changes are summarised in note 2.4 to the financial statements. In accordance
with the transitional provisions of HKAS 39, comparative amounts have not been restated.
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2.2 Impact of new and revised Hong Kong Financial Reporting Standards (continued)

()

HKFRS 2 - Share-based Payment

In prior years, no recognition and measurement of share-based payment transactions in which
employees (including directors) were granted share options over shares in the Company were required
until such options were exercised by employees, at which time the share capital and share premium
were credited with the proceeds received.

Upon the adoption of HKFRS 2, when employees (including directors) render services as consideration
for equity instruments (“equity-settled transactions”), the cost of the equity-settled transactions with
employees is measured by reference to the fair value at the date at which the instruments are granted.

The main impact of HKFRS 2 on the Group is the recognition of the cost of these transactions and a
corresponding entry to equity for employee share options. The revised accounting policy for share-
based payment transactions is described in more detail in note 2.5 “Summary of significant accounting
policies” below.

The Group has adopted the transitional provisions of HKFRS 2 under which the new measurement
policies have not been applied to (i) options granted to employees on or before 7 November 2002;
and (ii) options granted to employees after 7 November 2002 but which had vested before 1 April
2005.

As the Group has employee share options granted after 7 November 2002 that were not yet vested as
at 1 April 2005, the adoption of HKFRS 2 has had an impact on the retained profits as at 31 March
2004 and 31 March 2005. The Group has also recognised the cost of share options in the current
year's income statement in accordance with the revised accounting policy.

The effects of adopting HKFRS 2 are summarised in note 2.4 to the financial statements.
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2.2 Impact of new and revised Hong Kong Financial Reporting Standards (continued)

(d)

HKFRS 3 - Business Combinations and HKAS 36 - Impairment of Assets

In prior years, goodwill and negative goodwill arising on acquisitions prior to 1 April 2001 was eliminated
against the consolidated retained profits and credited to the consolidated capital reserve, respectively,
in the year of acquisition and was not recognised in the income statement until disposal or impairment
of the acquired business.

Goodwill arising on acquisitions on or after 1 April 2001 was capitalised and amortised on the straight-
line basis over its estimated useful life and was subject to impairment testing when there was any
indication of impairment. Negative goodwill was carried in the balance sheet and was recognised in
the consolidated income statement on a systematic basis over the remaining average useful life of the
acquired depreciable/amortisable assets.

The adoption of HKFRS 3 and HKAS 36 has resulted in the Group ceasing annual goodwill amortisation
and commencing testing for impairment at the cash-generating unit level annually (or more frequently
if events or changes in circumstances indicate that the carrying value may be impaired).

Any excess of the Group’s interest in the net fair value of the acquirees’ identifiable assets, liabilities
and contingent liabilities over the cost of the acquisition of subsidiaries (previously referred to as
negative goodwill), after reassessment, is recognised immediately in the income statement.

The transitional provisions of HKFRS 3 have required the Group to eliminate at 1 April 2005 the
carrying amounts of accumulated amortisation with a corresponding adjustment to the cost of goodwill
and to derecognise at 1 April 2005 the carrying amounts of negative goodwill (including that remaining
in the consolidated capital reserve) against retained profits. Goodwill previously eliminated against
the retained profits remains eliminated against the retained profits and is not recognised in the income
statement when all or part of the business to which the goodwill relates is disposed of or when a
cash-generating unit to which the goodwill relates becomes impaired.

The effects of the above changes are summarised in note 2.4 to the financial statements. In accordance
with the transitional provisions of HKFRS 3, comparative amounts have not been restated.
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2.3 Impact of issued but not yet effective Hong Kong Financial Reporting Standards
The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet
effective, in these financial statements. Unless otherwise stated, these HKFRSs are effective for annual
periods beginning on or after 1 January 2006:

HKAS 1 Amendment
HKAS 19 Amendment

HKAS 21 Amendment
HKAS 39 Amendment
HKAS 39 Amendment
HKAS 39 & HKFRS 4

Amendments
HKFRSs 1 & 6 Amendments

HKFRS 6
HKFRS 7
HK(IFRIC)-Int 4
HK(IFRIC)-Int 5
HK(IFRIC)-Int 6

HK(IFRIC)-Int 7

HK(IFRIC)-Int 8

HK(IFRIC)-Int 9

Capital Disclosures
Actuarial Gains and Losses, Group Plans and Disclosures

Net Investment In Foreign Operation
Cash Flow Hedge Accounting of Forecast Intragroup Transactions

The Fair Value Option
Financial Guarantee Contracts

First-time Adoption of Hong Kong Financial Reporting Standards and
Exploration for and Evaluation of Mineral Resources

Exploration for and Evaluation of Mineral Resources
Financial Instruments: Disclosures
Determining whether an Arrangement contains a Lease

Rights to Interests arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds

Liabilities arising from Participating in a Specific Market — Waste Electrical
and Electronic Equipment

Applying the Restatement Approach under HKAS 29 Financial Reporting
in Hyperinflationary Economies

Scope of HKFRS 2

Reassessment of Embedded Derivatives
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2.3 Impact of issued but not yet effective Hong Kong Financial Reporting Standards (continued)

The HKAS 1 Amendment shall be applied for annual periods beginning on or after 1 January 2007. The
revised standard will affect the disclosures about qualitative information about the Group’s objective, policies
and processes for managing capital; quantitative data about what the Company regards as capital; and
compliance with any capital requirements and the consequences of any non-compliance.

HKFRS 7 will replace HKAS 32 and has modified the disclosure requirements of HKAS 32 relating to financial
instruments. This HKFRS shall be applied for annual periods beginning on or after 1 January 2007.

In accordance with the amendments to HKAS 39 regarding financial guarantee contracts, financial guarantee
contracts are initially recognised at fair value and are subsequently measured at the higher of (i) the amount
determined in accordance with HKAS 37 and (ii) the amount initially recognised, less, when appropriate,
cumulative amortisation recognised in accordance with HKAS 18.

The HKAS 19 Amendment, HKAS 39 Amendment regarding cash flow hedge accounting of forecast
intragroup transactions, HKAS 21 Amendment, HKFRSs 1 and 6 Amendments, HKFRS 6, HK(IFRIC)-Int 5,
HK(IFRIC)-Int 6, HK(IFRIC)-Int 7, HK(IFRIC)-Int 8 and HK(IFRIC)-Int 9 do not apply to the activities of the
Group. HK(IFRIC)-Int 6 shall be applied for annual periods beginning on or after 1 December 2005. HKAS
21 Amendment, HK(IFRIC)-Int 7, HK(IFRIC)-Int 8 and HK(IFRIC)-Int 9 shall be applied for annual periods
beginning on or after 1 January 2006, 1 March 2006, 1 May 2006 and 1 June 2006, respectively.

Except as stated above, the Group expects that the adoption of the other pronouncements listed above will
not have any significant impact on the Group’s financial statements in the period of initial application.
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2.4 Summary of the impact of changes in accounting policies 2AEBTBRBEZHENE
(a) Effect on the consolidated balance sheet (a) YHRmEEEEBRZTE

Effect of adopting %48 5/ 2

At 1 April 2005 R-ZEZHFMA—H HKFRS 2 HKFRS 3*
Equity-settled Derecognition
Effect of new policies ¥ B < /2 share option of negative
(Increase/(decrease)) (3 0/(R2)) arrangements goodwill Total
BB ERER BB BERAER
FFHERER FE3RTE
in HK$ thousand fEf g Fegr: ERE®mE st BETT
Liabilities/equity SRR
Share option reserve 1,309 - 1,309 TR
Capital reserve - (2,069) (2,069) BARGE
Retained profits (1,309) 2,069 760 R & F
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Notes to financial statements Bif&sRxMizE
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2.4 Summary of the impact of changes in accounting policies (continued)
Effect on the consolidated balance sheet (continued)

(a)

Effect of adopting a2 &

2AGHBREH 2 ERME @)

(a) HHEEEERERZVE

(#&)

At 31 March 2006 R=E T~ F=A=1+—H HKAS 32
and 39*
HKFRS 2# Recognition
Equity-settled of fair value
Effect of new policies ¥R 2 572 share option of forward
(Increase/(decrease)) (3 A/ 2)) arrangements contracts Total
EBUBERER BHEGAERE325%
EViing: £ RE395 R
in HK$ thousand EEBREZSE R/HSRZATE st BETT
Assets EE
Derivative financial instruments - 998 998 MTESRIA
Liabilities/equity =Xl £
Derivative financial instruments - 1,153 1,153 TTESRIA
Share option reserve 2,000 - 2,000 TR
Retained profits (2,000) (155) (2,155) REBEF
998

# Adjustments/presentation taken effect retrospectively

*  Adjustments taken effect prospectively from 1 April 2005

#  BYREE/ZD

© R-TTREMA-AMMHEE
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2.4 Summary of the impact of changes in accounting policies (continued) 4B BRBB 2 ERE @

(b) Effect on the balances of equity at 1 April 2004 and 1 April 2005 () B-ZENFNA—HR-ZZHEFNHA—HER
e
Effect of adopting a2 &
HKFRS 2 HKFRS 3*
Equity-settled Derecognition
Effect of new policies #TERR < 5/ 2 share option of negative
(Increase/(decrease)) (3 A0/ 2)) arrangements goodwill Total
BB ERER BB BERAER
B2 R ARz
in HK$ thousand EEERETHE REEE st BETT
1 April 2004 R-ZZNFMA—H
Share option reserve 324 - 324 R
Retained profits (324) - (324) REBMRH
1 April 2005 R-ETREMA—H
Share option reserve 1,309 - 1,309 TR
Capital reserve - (2,069) (2,069) VNG
Retained profits (1,309) 2,069 760 REEF
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

2.4 Summary of the impact of changes in accounting policies (continued) 2ABTBRBBZHENEw
(c) Effect on the consolidated income statement for the years ended 31 March 2006 and (c) HEZE-ZEEAER-_ZFZTRF=A=+—HILE
2005 ERERaR2EE

Effect of adopting #4082 5/ 2

HKAS 32¢
and 39*
HKFRS 2# Recognition
Equity-settled of fair value
share option of forward
Effect of new policies ¥R 2 572 arrangements contracts Total
BREMBEREN FESHEE25
F25EER K 583957 *HERR
in HK$ thousand BEBERERYE EHARZATE st BT
Year ended 31 March 2006 HE-TS X F=-A=1t—HILFE
Increase in administrative expenses (691) - (691) TR 2 2 5N
Increase in other operating expenses - (155) (155) Hfth &85 % < 120
Total decrease in profit (691) (155) (846) Yt Ve R K
Decrease in basic earnings per share (0.04 centfll) (0.01 centfll) (0.05 centflll) SRERRFHD
Decrease in diluted earnings per share (0.04 centfll) (0.01 centfll) (0.05 centflll) SREERFHD
Year ended 31 March 2005 BEZThFE=-A=-1t—HIEFE
Increase in administrative expenses (985) - (985) 1IR3 0
Total decrease in profit (985) - (985) AR
Decrease in basic earnings per share (0.06 centflll) - (0.06 centflll) BRERBAR D
Decrease in diluted earnings per share (0.06 centflll) - (0.06 centflll) BREERAFD
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2.5 Summary of significant accounting policies

Subsidiaries
A subsidiary is an entity 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 income statement to the extent of dividends
received and receivable. The Company’s interests in subsidiaries are stated at cost less any impairment
losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess of the cost of the business combination
over the Group’s interest in the net fair value of the acquirees’ identifiable assets acquired, and liabilities
and contingent liabilities assumed as at the date of acquisition.

Goodwill previously eliminated against the consolidated reserves

Prior to the adoption of Statement of Standard Accounting Practice (“SSAP”) 30 “Business Combinations”
in 2001, goodwill arising on acquisition was eliminated against the consolidated retained profits in the year
of acquisition. On the adoption of HKFRS 3, such goodwill remains eliminated against the consolidated
retained profits and is not recognised in profit or loss when all or part of the business to which the goodwill
relates is disposed of or when a cash-generating unit to which the goodwill relates becomes impaired.

Impairment of assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than inventories, deferred tax assets, financial assets and goodwill), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is calculated as the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs to sell, and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets,
in which case, the recoverable amount is determined for the cash-generating unit to which the asset belongs.
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2.5 Summary of significant accounting policies (continued)

Impairment of assets (continued)

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to the income statement in the period in which it arises, unless the
asset is carried at a revalued amount, in which case the impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used to determine the recoverable amount of that 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 such impairment loss is credited to the income statement in the period in which it arises, unless the asset
is carried at a revalued amount, in which case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued asset.

Related parties
A party is considered to be related to the Group if:

(@) the party, directly or indirectly through one or more intermediaries (i) controls, is controlled by, or is
under common control with, the Group; (i) has an interest in the Group that gives it significant influence
over the Group; or (iii) has joint control over the Group;

(b) the party is an associate;

(c) the party is a jointly-controlled entity;

(d) the party is a member of the key management personnel of the Group;
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2.5 Summary of significant accounting policies (continued)

Related parties (continued)
(e) the party is a close member of the family of any individual referred to in (a) or (d);

(f) the party is an entity that is controlled, jointly controlled or significantly influenced by or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred to in (d)
or (e); or

(9) the party is a post-employment benefit plan for the benefit of employees of the Group, or of any entity
that is a related party of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than software under development, are stated at cost or valuation less
accumulated depreciation and any impairment losses. The cost of an item of property, plant and equipment
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 items of property, plant and equipment have
been put into operation, such as repairs and maintenance, is normally charged to the income statement 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 an item
of property, plant and equipment and where the cost of the item can be measured reliably, the expenditure
is capitalised as an additional cost of that asset or as a replacement.

The revaluation reserve arising from the revaluation of property, plant and equipment is realised and
transferred directly to retained profits on a systematic basis, as the corresponding asset is used by the
Group. The amount realised is the difference between the depreciation based on the revalued carrying
amount of the asset and the depreciation based on the asset’s original cost. If the total of this reserve is
insufficient to cover an impairment loss, on an individual asset basis, the excess of the deficit is charged to
the income statement. Any subsequent revaluation surplus is credited to the income statement to the
extent of the deficit previously charged. On disposal of a revalued asset, the relevant portion of the revaluation
reserve realised in respect of previous valuations is transferred to retained profits as a movement in reserves.
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2.5 Summary of significant accounting policies (continued)

Property, plant and equipment and depreciation (continued)

Depreciation is calculated on the straight-line basis to write off the cost or valuation of each item of property,
plant and equipment to its residual value over its estimated useful life. The principal annual rates used for
this purpose are as follows:

Land and buildings 2% to 4% or over the lease terms, whichever is shorter

Leasehold improvements 15% to 33% or over the lease terms, whichever is shorter
Plant and machinery 9% to 25%
Furniture, fixtures and office equipment 15% to 33% or over the lease terms, whichever is shorter

Motor vehicles 15% to 33%

Where parts of an item of property, plant and equipment have different useful lives, the cost or valuation of
that item is allocated on a reasonable basis among the parts and each part is depreciated separately.

Residual values, useful lives and depreciation method are reviewed, and adjusted if appropriate, at each
balance sheet date.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss on disposal or retirement recognised in the
income statement in the year the asset is derecognised is the difference between the net sales proceeds
and the carrying amount of the relevant asset.

Software under development is stated at cost less any impairment losses, and is not depreciated. Cost
comprises the direct costs during the period of development. Software under development is reclassified to
the appropriate category of property, plant and equipment when completed and ready for use.
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2.5 Summary of significant accounting policies (continued)

Intangible assets (other than goodwill)

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite
lives are amortised over the useful economic life and assessed for impairment whenever there is an indication
that the intangible asset may be impaired. The amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at least at each balance sheet date.

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the
cash-generating unit level. Such intangible assets are not amortised. The useful life of an intangible asset
with an indefinite life is reviewed annually to determine whether indefinite life assessment continues to be
supportable. If not, the change in the useful life assessment from indefinite to finite is accounted for on a
prospective basis.

Operating leases

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 lessor, assets leased by the Group under operating
leases are included in non-current assets and rentals receivable under the operating leases are credited to
the income statement on the straight-line basis over the lease terms. Where the Group is the lessee, rentals
payable under such operating leases are charged to the income statement on the straight-line basis over
the lease terms.

Prepaid land lease payments under operating leases are initially stated at cost and subsequently recognised
on the straight-line basis over the lease terms. \When the lease payments cannot be allocated reliably between
the land and buildings elements, the entire lease payments are included in the cost of the land and buildings
as a finance lease in property, plant and equipment.

Borrowing costs
Borrowing costs are recognised as expenses in the income statement in the period in which they are incurred.
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2.5 Summary of significant accounting policies (continued)

Financial assets
Applicable to the year ended 31 March 2006:

Financial assets in the scope of HKAS 39 are classified as either financial assets at fair value through profit
or loss, loans and receivables, held-to-maturity investments, and available-for-sale financial assets, as
appropriate. When financial assets are recognised initially, they are measured at fair value, plus, in the case
of investments not at fair value through profit or loss, directly attributable transaction costs. The Group
determines the classification of its financial assets after initial recognition and, where allowed and appropriate,
re-evaluates this designation at the balance sheet date.

All regular way purchases and sales of financial assets are recognised on the trade date i. e. , the date that
the Group commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period generally established by regulation or convention in
the marketplace.

Financial assets at fair value through profit or loss

Financial assets classified as held for trading are included in the category “financial assets at fair value
through profit or loss”. Financial assets are classified as held for trading if they are acquired for the purpose
of selling in the near term. Derivatives are also classified as held for trading unless they are designated as
effective hedging instruments. Gains or losses on investments held for trading are recognised in the income
statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
guoted in an active market. Such assets are carried at amortised cost using the effective interest method.
Gains and losses are recognised in the income statement when the loans and receivables are derecognised
or impaired, as well as through the amortisation process.
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2.5 Summary of significant accounting policies (continued)

Financial assets (continued)

Fair value

The fair value of investments that are actively traded in organised financial markets is determined by reference
to quoted market bid prices at the close of business on the balance sheet date. For investments where there
is no active market, fair value is determined using valuation techniques. Such techniques include using
recent arm’s length market transactions; reference to the current market value of another instruments
which is substantially the same; a discounted cash flow analysis; and option pricing models.

Impairment of financial assets (applicable to the year ended 31 March 2006)
The Group assesses at each balance sheet date whether there is any objective evidence that a financial asset
or group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has
been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective interest rate (i. e. , the effective interest rate
computed at initial recognition). The carrying amount of the asset is reduced either directly or through the
use of an allowance account. The amount of the impairment loss is recognised in profit or loss.

The Group first assesses whether objective evidence of impairment exists individually for financial assets
that are individually significant, and individually or collectively for financial assets that are not individually
significant. If it is determined that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, the asset is included in a group of financial assets with similar
credit risk characteristics and that group is collectively assessed for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is or continues to be recognised are not included
in a collective assessment of impairment.
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2.5 Summary of significant accounting policies (continued)

Impairment of financial assets (applicable to the year ended 31 March 2006) (continued)

Assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impairment
loss is reversed. Any subsequent reversal of an impairment loss is recognised in the income statement, to
the extent that the carrying value of the asset does not exceed its amortised cost at the reversal date.

Derecognition of financial assets (applicable to the year ended 31 March 2006)

A financial asset (or, where applicable, a part of a financial assets or part of a group of similar financial
assets) is derecognised where:

o the rights to receive cash flows from the asset have expired;

o the Group retains the rights to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a “pass-through” arrangement; or

o the Group has transferred its right to receive cash flows from an asset and has either (a) has transferred
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset.

Where the Group has transferred its right to receive cash flows from an asset and has neither transferred
nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group’s continuing involvement in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Group could be required to repay.

Where continuing involvement takes the form of a written and/or purchased option (including a cash-
settled option or similar provision) on the transferred asset, the extent of the Group’s continuing involvement
is the amount of the transferred asset that the Group may repurchase, except that in the case of a written
put option (including a cash-settled option or similar provision) on an asset measured at fair value, the
extent of the Group’s continuing involvement is limited to the lower of the fair value of the transferred
asset and the option exercise price.
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2.5 Summary of significant accounting policies (continued)

Derecognition of financial liabilities (applicable to the year ended 31 March 2006)

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires.

When an existing financial liability is replaced by another from the same lender on substantially difference
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in profit or loss.

Derivative financial instruments (applicable to the year ended 31 March 2006)

The Group uses derivative financial instruments such as forward currency contracts to hedge its risks associated
with foreign currency fluctuations. Such derivative financial instruments are initially recognised at fair value
on the date on which a derivative contract is entered into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value is
negative.

Any gains or losses arising from changes in fair value on derivatives that do not qualify for hedge accounting
are taken directly to net profit or loss for the year.

The fair value of forward currency contracts is calculated by reference to current forward exchange rates for
contracts with similar maturity profiles.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the first-in, first-
out basis and includes all costs of purchase and other costs incurred in bringing the inventories to their
present location and condition. Net realisable value is based on estimated selling prices less any estimated
costs necessary to make the sale.
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2.5 Summary of significant accounting policies (continued)

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
income statement.

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

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities.

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 except:

o where the deferred tax liability arises from goodwill or the initial recognition of an asset or liability in
a transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries, 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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2.5 Summary of significant accounting policies (continued)

Income tax (continued)

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

o where the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss; and

o in respect 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 future 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 reassessed at
each balance sheet date and are recognised to the extent that it is probable that sufficient future 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.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.
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2.5 Summary of significant accounting policies (continued)
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:

(a)

from the sale of goods, 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;

from the rendering of services, in the period in which services are rendered;

interest income, on an accrual basis using effective interest method by applying the rate that discounts
the estimated future cash receipts through the expected life of the financial instrument to the net
carrying amount of the financial asset;

rental income, on a time proportion basis over the lease terms;

royalties, on a time proportion basis in accordance with the substance of the relevant agreements;
and

dividend income, when the shareholders’ right to receive payment has been established.

Interest bearing loans and borrowings
All loans and borrowings are initially recognised at the fair value of the consideration received less directly
attributable transaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost using the effective interest method.

Gains and losses are recognised in net profit or loss when the liabilities are derecognised as well as through
the amortisation process.
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2.5 Summary of significant accounting policies (continued)

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits within the
equity 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 of
association and bye-laws grant the directors the authority to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when they are proposed and declared.

Employee benefits

Share-based payment transactions

The Company operates a share option scheme for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s operations. Employees (including directors)
of the Group receive remuneration in the form of share-based payment transactions, whereby employees
render services as consideration for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date
at which they are granted. The fair value is determined using a Black-Scholes model, further details of
which are given in note 27. In valuing equity-settled transactions, no account is taken of any performance
conditions, other than conditions linked to the price of the shares of the Company (“market conditions”),
if applicable.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over
the period in which the performance and/or service conditions are fulfilled, ending on the date on which
the relevant employees become fully entitled to the award (the “vesting date”). The cumulative expense
recognised for equity-settled transactions at each balance sheet date until the vesting date reflects the
extent to which the vesting period has expired and the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to the income statement for a period represents
the movement in the cumulative expense recognised as at the beginning and end of that period.
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2.5 Summary of significant accounting policies (continued)

Employee benefits (continued)

Share-based payment transactions (continued)

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional
upon a market condition, which are treated as vesting irrespective of whether or not the market condition
is satisfied, provided that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the
terms had not been modified. In addition, an expense is recognised for any modification, which increases
the total fair value of the share-based payment arrangement, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and
any expense not yet recognised for the award is recognised immediately. However, if a new award is
substituted for the cancelled award, and is designated as a replacement award on the date that it is granted,
the cancelled and new awards are treated as if they were a modification of the original award, as described
in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of
earnings per share.

The Group has adopted the transitional provisions of HKFRS 2 in respect of equity-settled awards and has
applied HKFRS 2 only to equity-settled awards granted after 7 November 2002 that had not vested on 1
April 2005 and to those granted on or after 1 April 2005.

Paid leave carried forward

The Group provides paid annual leave to its employees under their employment contracts on a calendar
year basis. Under certain circumstances, such leave which remains untaken as at the balance sheet date is
permitted to be carried forward and utilised by the respective employees in the following year. An accrual
is made at the balance sheet date for the expected future cost of such paid leave earned during the year by
the employees and carried forward.
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2.5 Summary of significant accounting policies (continued)

Employee benefits (continued)

Employment Ordinance long service payments

Certain of the Group's employees have completed the required number of years of service to the Group in
order to be eligible for long service payments under the Hong Kong Employment Ordinance in the event of
the termination of their employment. The Group is liable to make such payments in the event that such a
termination of employment meets the circumstances specified in the Employment Ordinance.

A provision is recognised in respect of the probable future long service payments expected to be made. The
provision is based on the best estimate of the probable future payments which have been earned by the
employees from their service to the Group to the balance sheet date, net of employer’s contributions and
accrued benefits derived therefrom under the Group’s pension schemes.

Pension schemes

The Group operates two retirement benefits schemes in Hong Kong, namely a Mandatory Provident Fund
Scheme (the "MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance and a defined
contribution retirement benefits scheme as defined in the Occupational Retirement Schemes Ordinance
(the "ORSO Scheme”), for all of its employees in Hong Kong.

Under the MPF Scheme, contributions of 5% of the employees’ relevant income with a maximum contribution
of HK$1,000 per employee are made by each of the employer and the employees. The employer contributions
are charged to the income statement as they become payable in accordance with the rules of the MPF
Scheme. The Group’s employer contributions vest fully with the employees when contributed into the MPF
Scheme.

Under the ORSO Scheme, contributions of 5% of the employees’ basic salaries are made by the employer
and are charged to the income statement as they become payable in accordance with the rules of the ORSO
Scheme. The rates of contributions made by the employees are either 0% or 5% of the salary of each
employee at the discretion of the employee. When an employee leaves the ORSO Scheme prior to his/her
interest in the Group’s employer contributions vesting fully, the ongoing contributions payable by the Group
may be reduced by the relevant amount of forfeited contributions.
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2.5 Summary of significant accounting policies (continued)

Employee benefits (continued)

Pension schemes (continued)

The assets of the MPF and ORSO Schemes are held separately from those of the Group in independently
administered funds.

The employees of the Group’s 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
contribute a certain percentage of their payroll costs to the central pension scheme. The contributions are
charged to the income statement as they become payable in accordance with the rules of the central
pension scheme.

The Company’s subsidiaries in Singapore participate in a Central Provident Fund Scheme which is a
contribution plan established by the Central Provident Fund Board in Singapore.

The Group operates two retirement benefits schemes in Taiwan under the Labour Standards Law (the "'Old
Scheme”) and under the Labor Pension Act became effective on 1 July 2005 (the ""New Scheme”). Under
the Old Scheme, a Taiwan branch of the Company’s subsidiaries makes regular contributions to the Old
Scheme to meet its employees’ retirement and termination benefits. Currently, the contributions have been
approved to be made at 2% of the employees’ total salaries. The fund is administered by a committee and
is deposited in the committee’s name with a government approved financial institution, Central Trust of
China, which acts as the trustee. Under the New Scheme, the Taiwan branch and a Taiwan subsidiary
contribute each month at 6% of the salary of employees that choose to participate in the New Scheme,
deposited into individual pension accounts at the Bureau of Labor Insurance.

The Company’s subsidiary in Malaysia participates in a state pension scheme, the Employees Provident
Fund, and contributions are based on 12% of the employees’ gross salaries.

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 sheets, cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which are not restricted as to use.
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2.5 Summary of significant accounting policies (continued)

Foreign currencies

These financial statements are presented in Hong Kong dollars, which is the Company’s functional and
presentation currency. Each entity in the Group determines its own functional currency and items included
in the financial statements of each entity are measured using that functional currency. Foreign currency
transactions are initially recorded using the functional currency rates ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency
rates of exchange ruling at the balance sheet date. All differences are taken to profit or loss. Non-monetary
items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries are currencies other than the Hong Kong dollar.
As at the balance sheet date, the assets and liabilities of these entities are translated into the presentation
currency of the Company at exchange rates ruling at the balance sheet date and, their income statements
are translated into Hong Kong dollars at the weighted average exchange rates for the year. The resulting
exchange differences are included in the exchange fluctuation reserve. On disposal of a foreign entity, the
deferred cumulative amount recognised in equity relating to that particular foreign operation is recognised
in the income statement.

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.

Segment information

Segment information is presented by way of geographical segment as the primary segment. In determining
the Group's geographical segments, revenue and results are attributed to the segments based on the location
of the assets.

Since over 90% of the Group's revenue, results, and assets and liabilities are derived from the retailing and
distribution of garments, no separate analysis of financial information by business segment is presented in
these financial statements.
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3. Segment information (continued)

3. 7EER @

Geographical segments iz 5 38
The following tables present revenue, profit and certain asset, liability and expenditure information for the TREJAEENBZE-_TENFR-_ZTAF=A="1T—
Group's geographical segments for the years ended 31 March 2006 and 2005. HItEEiRmmo B s B RETFEE  AaBERES
Group & & Hong Kong Mainland China Taiwan Singapore and Malaysia Consolidated
B Fh B KR =y FTINE K 5 R P g mE
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
(Restated) (Restated) (Restated) (Restated)
in HK$ thousand &% 7t (EF5ER) (BF78R) (EX7518R) (E#F7ER)
Segment revenue
par LG
Sales to external customers
HE THNEEE 1,129,195 1,034,644 489,491 442,863 379,404 348,328 201,425 191,106 2,199,515 2,016,941
Other income and gains
Efn A S Was 6,684 8,585 1,416 4,456 3,657 3,132 86 96 11,843 16,269
Total
HET 1,135,879 1,043,229 490,907 447,319 383,061 351,460 201,511 191,202 2,211,358 2,033,210
Segment results
DREE 122,368 151,018 6,524 31,873 (11,450) 17,469 17,328 22,539 134,770 222,899
Interest income
FEWA 4,773 1,789
Profit from operating activities
EEER RN 139,543 224,688
Finance costs
BB KA (722) (635)
Profit before tax
R AT A 138,821 224,053
Tax
I8 (33,786) (42,908)
Profit for the year
F N A 105,035 181,145
ANNUAL REPORT 2005/06 44 2005/06



Segment information (continued)

Geographical segments (continued)

Group %

in HK$ thousand j&# T 7T

Hong Kong

B

Mainland China

B AR

Taiwan

=W

3. 7EER W
i3 5 58 ()

Singapore and Malaysia

N3 Ko F5 2R Fa 2B

Consolidated

o
oN=)

2006

2005

2006

2005

2006

2005 2006 2005

2006

2005

Segment assets

NEEE

Unallocated assets

AOBREE

Total assets

BEE

Segment liabilities
nEEE

Unallocated liabilities
KPR EE

Total liabilities
BEE

Other segment information
Hihp%aEH
Capital expenditure
VNG
Depreciation
nE
Loss on disposal of items of
property, plant and equipment
HEME - BERREER 28
Inventory provision
FERE
Impairment losses of land and
buildings reversed in the

consolidated income statement

KR ERE D 2 T3 %
EFREREER

Impairment losses of land and
buildings reversed in the
asset revaluation reserve

REESfHFEHT 2 L
REFRAERBERED

424,974

435,813

235,443

236,076

124,743

97,222 72,376 52,063

134,942

115,698

75,033

74,826

27,785

21,299 5,830 6,025

30,104
22,052

679

2,918

(5,400)

(10,151)

19,694
16,872

2,176
10,004

(8,000)

17,340
18,975

1,264
7,287

21,650
16,612

725
9,758

24,697
9,257

593
2,126

4,717 8,420 3,985

10,374 4,699 3,742

81 37 =

10,480 156 4,403

857,536

2,707

821,174

2,948

860,243

824,122

243,590

29,232

217,848

45,236

272,822

263,084

80,561
54,983

2,573

12,487

(5.,400)

(10,151)

50,046
47,600

2,982
34,645

(8,000)
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4. Revenue, other income and gains
Revenue, which is also the Group’s turnover, represents the aggregate of the net invoiced value of goods
sold, after allowances for returns and trade discounts, and the rendering of services, but excludes intra-
group transactions.

An analysis of revenue, other income and gains is as follows:

Wi~ HAWAR KRS
Yeas (TRENASRE 2 S50 DGR EEREAmTIIRZEE
BRBEHERIRMRBAES < EE  ETEREEAEZ

Yes - EAb A Rz AAran T

Group & &
in HK$ thousand 2006 2005 BT
Revenue: s
Retailing and distribution of garments 2,147,499 1,987,705 KREERDH
Rendering of garment-related services 52,016 29,236 TR X AR B AR 7S
2,199,515 2,016,941
Other income and gains: HA A Rz
Interest income 4,773 1,789 FEUA
Claims received 1,210 440 B REFRIE
Royalty income 204 3,573 EHBUA
Gross rental income 2,447 2,371 AL WATERE
Impairment losses of land and buildings reversed in the RirE W ERET 2 i REFREEERD
consolidated income statement 5,400 8,000
Others 2,582 1,885 Hith
16,616 18,058
2,216,131 2,034,999
5. Finance costs 7l & B AN
Group % &
in HK$ thousand 2006 2005 BT

Interest on bank loans and overdrafts
wholly repayable within five years 722 635

ARAFABBER ZRITERBEZFE
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6. Profit before tax 6. BRFATEF

The Group’s profit before tax is arrived at after charging/(crediting): REETBBAEFDNBR GHA) THIER
Group £
2006 2005
(Restated)
in HK$ thousand (EFTIER) BT
Cost of sales SHE AR }
Cost of inventories sold 1,161,814 984,614 BHFEZKA
Inventory provision 12,487 34,645 FEEE
1,174,301 1,019,259
Staff costs (including directors’ remuneration — note 7) BETXA (BIEEEMNE — A7E7)
Salaries and wages 317,902 281,912 FehIE
Equity-settled share option expense 691 985 A E IR
Pension scheme contributions 17,241 12,731 RN B
Less: Forfeited contributions - (884) R R
Net pension scheme contributions (note a) 17,241 11,847 RINEFTHENFHR (Fata)
335,834 294,744
Depreciation 54,983 47,600 e
Minimum lease payments under operating leases: KERE TRIEBERMNRK
Land and buildings 264,901 230,839 T RIBF
Contingent rent of retail shops and department stores 53,368 50,415 TEEHREERAT 2 AR E
Plant and machinery 732 289 B A
Auditors’ remuneration 1,890 1,561 ZERRT BN &
Loss on disposal of items of property, plant and equipment 2,573 2,982 HEVE - BFE REERE BB
Foreign exchange differences, net (3.873) (8,511) SNERIRZER - FE
Net rental income (104) (421) WA FE
Impairment losses of land and buildings reversed in RirE W ERET 2 i REFRERERD (ff7Fb)
consolidated income statement (note b) (5,400) (8,000)
Fair value gains of derivative instruments PTET ARz AT EKE B
— transactions not qualifying as hedges, net (4,939) - — TREEREFEBNRS - FH
Notes: BHsE
(@  Asat 31 March 2006, forfeited contributions available to the Group to reduce its contributions to the ORSO (a) RZZETXRFE=ZA=1+—8  AEETBERERERSEENRT
Scheme in future years amounted to HK$512,817 (2005: HK$178,000). IR ABE512,817 L (ZF T AF « 178,000
JL) °
(b)  The impairment losses of land and buildings reversed in the consolidated income statement was included in (b) MEREWERRETZ 3 REFREEER LB BREERS Was
“Other income and gains” on the face of the consolidated income statement. R TEHAMUA Rz A o
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

7. Directors’ remuneration
Directors’ remuneration for the year, disclosed pursuant to the Listing Rules and Section 161 of the Hong

Kong Companies Ordinance, is as follows:

Group & &

7. EEME
BIEEMARBEESATEN B 16 ERERBEZAFEES
Bl an R -

2006 2005
(Restated)
in HK$ thousand (EFER) BT T
Executive directors: HITES -
Fees - - e
Salaries, allowances and benefits in kind 9,044 8,678 e EBEREYRES
Performance related bonuses 456 541 HAZRIBARRE 2 fEAL
Employee share option benefits 362 580 1 BRERERT
Pension scheme contributions 58 72 BRIREET IR
Compensation for loss of office 600 - BERAE
10,520 9,871
Independent non-executive directors: B IEHITES ¢
Fees 440 261 we
10,960 10,132

The total remuneration includes HK$456,000 (2005: HK$541,000) of performance related bonuses payable
to the executive directors.

During the year, no share options were granted to the directors in respect of their services to the Group
under the share option scheme of the Company. The fair value of share options granted to directors after 7
November 2002 that had not yet vested as at 1 April 2005, which has been amortised to the income
statement, was determined as at the date of the grant and was included in the above directors’ remuneration
disclosures.
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7. Directors’ remuneration (continued)

(a)

Independent non-executive directors
The fees paid to independent non-executive directors during the year were as follows:

7. EEME w

(a)

BYFBITES
REREXNTFHELIFATEEZ2H/ESWT ¢

in HK$ thousand 2006 2005 BT

Ms. LEUNG Mei Han 180 92 REMZ L
Mr. WONG Wai Kay 180 52 FHESTE
Prof. SIN Yat Ming 80 = iA=L ¢
Mrs. Winnie LEUNG WONG Wing Yue - 69 REKME LT
Mr. David CHEUNG Sik Ho - 48 R ITE
Mr. Raymond LEE Man Chun - - PNEEE

440 261

There were no other emoluments payable to the independent non-executive directors during the year
(2005: Nil). Mr. Raymond LEE Man Chun waived or agreed to waive remuneration of HK$180,000
during the year (2005: HK$92,000).

BOSSINI INTERNATIONAL HOLDINGS LIMITED

FRYTERNBIENTET2HMMES( =TT A
F ) o FNRLANFANREXRREREMNS B
180,0007C (ZZEZHF : #¥92,0007T) °
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31 March 2006

7. Directors’ remuneration (continued)

—EERE=A=+—H

(b) Executive directors

7. EEME @

(b)

BITES

Salaries, Employee Compensation
allowances Performance share Pension for
and benefits related option scheme loss of Total
Fees in kind bonuses benefits contributions office remuneration
AL R IR AR (== RIK
in HK$ thousand He R E YW ZIEAT RERRIERRT FT &R BEERAR(E i< 4258 BT
2006 —ETRF
Executive directors: HITES
Mr. LAW Ka Sing - 3,253 - - 12 - 3,265 BRESE
Ms. CHAN So Kuen - 1,807 148 101 12 - 2,068 REBLL
Mr. Dickie FU Shing Kwan (a) - 1,693 138 101 12 - 1,944 {E R 3 55 A (a)
Ms. Pansy CHAU Wai Man (b) - 1,209 101 80 10 - 1,400 JAZEZ 2+ (b)
Mr. Simon ORR Kuen Fung (b) - 870 69 80 10 - 1,029 Tl 22 50 A (b)
Mr. FUNG Ping Chuen (c) = 212 - - 2 600 814 TSR E (o)
- 9,044 456 362 58 600 10,520
2005 (Restated) —ZEThF(EHIR)
Executive directors: HITEE
Mr. LAW Ka Sing - 2,126 - - 12 - 2,138 ERESTE
Ms. CHAN So Kuen - 1,480 121 145 12 - 1,758 =B/ L
Mr. Dickie FU Shing Kwan = 1,320 110 145 12 = 1,587 B &
Ms. Pansy CHAU Wai Man - 1,500 125 145 12 - 1,782 BAEZEL+
Mr. Simon ORR Kuen Fung = 1,051 85 145 12 - 1,293 T S &
Mr. FUNG Ping Chuen - 1,201 100 - 12 - 1,313 BRESE
- 8,678 541 580 72 - 9,871
Notes: FE
(@) Mr. Dickie FU Shing Kwan resigned as executive director on 26 June 2006. (a) FERBEEER-_ZETERNFEANAAZTAABEERTE
=
(b) Ms. Pansy CHAU Wai Man and Mr. Simon ORR Kuen Fung resigned as executive directors on 12 January (b)y BAEZZTRAEZELEER-_TTF—AT=HE
2006 but still remain as senior management with the Group. FRITES  NEBBREIAEBEZSREEAR
() Mr. FUNG Ping Chuen resigned as executive director on 1 June 2005. (0 BREEEER-ZZEZRF A —BBFENTES -
There was no arrangement under which an executive director waived or agreed to waive any FAWEATESZHNEXRBERETAME 2LHE -
remuneration during the year.
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Five highest paid employees

The five highest paid employees during the year included three (2005: four) directors, details of whose
remuneration are set out in note 7 above. Details of the remuneration of the remaining two (2005: one)
non-director highest paid employees for the year are as follows:

LTEREHES
FRNALBRSFEEEE=Z(CTTLF : IR ES H
W& SHBEERIIN EXHE7 - EBME (CTTRF - —4)
BEHHEEESZMOHBENT

Group & &
2006 2005
(Restated)
in HK$ thousand (EFFIER) BT T
Salaries, allowances and benefits in kind 2,979 1,380 e R REYES
Performance related bonuses 228 95 ERSRIDIEE < TEAL
Employee share option benefits 173 145 & BRERERTF
Pension scheme contributions 71 57 RSB
3,451 1,677

The total remuneration includes HK$228,000 (2005: HK$95,000) of performance related bonuses payable
to the two (2005: one) non-director, highest paid employees.

The number of non-director, highest paid employees whose remuneration fell within the following bands is
as follows:

MERERERNME (CETRF  —R)ReFHEEFE
BRI 2 L4 A81228,000T (ZEZTHF : A
95,0007T) °

MeNFTIEEsc&=FHFEEREHBNT

Group & &
Number of employees /& E £
2006 2005
HK$1,500,001 to HK$2,000,000 2 1 751,500,001 7T 2% #2,000,0007T

During the year, no share options were granted to the two non-director, highest paid employees in respect
of their services to the Group under the share option scheme of the Company. The fair value of the share
options granted after 7 November 2002 but had not yet vested as at 1 April 2005, which has been charged
to the income statement was determined as at the date of the grant and was included in the above non-
director, highest paid employees’ remuneration disclosures.

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

Tax

Hong Kong profits tax has been provided at the rate of 17.5% (2005: 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.

Bi1E

17.5% (ZZFZRF : 17.5%) IR EE - EE i@ TSR
a2 BB IR BEAEREBKEEMERR 2 RAE
72 ZEXRTH  RERTHREHE -

in HK$ thousand 2006 2005 BEFT
Group REE
Current — Hong Kong REE—BH
Charge for the year 21,697 22,974 FAZH
Overprovision in prior years (324) (348) BEFERRERE
Current — Elsewhere RNEE — Hihi[=
Charge for the year 11,589 16,556 FAZH
Underprovision in prior years 365 815 BEFERENR
Deferred (note 25) 459 2,911 IRFE (Ffat25)
Total tax charge for the year 33,786 42,908 FAMIAR B85

A reconciliation of the tax expense applicable to profit before tax using the statutory rate for the countries
in which the Company and the majority of its subsidiaries are domiciled to the tax expense at the effective
tax rate, and a reconciliation of the applicable rate (i.e., the statutory tax rate) to the effective tax rate, are
as follows:

REAARRRERIHDMBARMERR ZEERETE
BH@ AR BRI A& Al 2 I8 5 2 BRI B BRI R 5T 2 B TR
AR - ARGERT X BUEED ) BB X 2 H RN
S @

Group £ &
2006 % 2005 %
(Restated)

in HK$ thousand (EF7IER) PR IT
Profit before tax 138,821 224,053 R A5 A A
Tax at the statutory tax rate 24,294 17.5 39,209 17.5 RAERERFE 2 HE _
Effect of different tax rates for companies REMEEEEREE L RAX

operating in other jurisdictions 1,942 1.4 7,523 3.4 PRBE 2 28
Adjustments in respect of current tax of BB AR HAT I8

previous periods 41 - 467 0.2 {EH A=
Income not subject to tax (3.634) (2.6) (4,174) (1.9) BEFH WA
Expenses not deductible for tax 4,858 3.5 3,635 1.6 P AMER IR F S
Unrecognised tax losses and temporary RIERTHIAEE KR

differences 5,832 4.2 1,845 0.8 TR EE
Tax losses utilised from previous periods (367) (0.3) (5,437) (2.4) BEHARE S ATIEEE
Others 820 0.6 (160) - Hith
Tax charge at the Group’s effective rate 33,786 24.3 42,908 19.2 RAKBERBEAE 2B H
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10.

11.

12.

Profit from ordinary activities attributable to equity holders
The profit from ordinary activities attributable to equity holders for the year ended 31 March 2006 dealt
with in the financial statements of the Company was HK$54,729,000 (2005: HK$96,648,000) (note 28(b)).

10.

EEEEAEMBEELERN
ERMERAAAFERRABEE S AF=A=F+—AHL
FEERFA AEMLBBESRH AB54,729,000T (=

THE : #B¥96,648,0007T) (KHHaE28(b)) °
Dividends 1. R E
in HK$ thousand 2006 2005 BETT
Interim — HK 1.8 cents (2005: HK 1.8 cents) per ordinary share 28,240 28,240 FH — SRRE @R .8BIL (ZZZ R4 1.8l
Proposed final — HK1.8 cents (2005: HK3.9 cents) R A EA — TR E AR 1.8l

per ordinary share 28,240 61,188 (ZZZREF : 3.980)
56,480 89,428

The proposed final dividend for the year is subject to the approval of the Company’s shareholders at the REEBRERHAREBEFAAGIRREREERFTAFAS L
forthcoming annual general meeting. A - HAHEE o
Earnings per share attributable to ordinary equity holders 1. EBEREEREABLCERER
The calculation of basic earnings per share is based on the profit for the year attributable to ordinary equity BRERBFTDREBE L BEDTE ARG SF N =NBE
holders of HK$105,035,000 (2005: HK$181,145,000 (as restated)), and the 1,568,911,394 (2005: weighted 105,035,000 (ZZZ R F : B%181,145,0007T © EF5
average of 1,551,467,394) ordinary shares in issue during the year. BR) MEANE EITEBA1,568,911,394 (Z TR « ik

F¥9281,551,467,3940%) 5t &
The calculation of diluted earnings per share is based on the profit for the year attributable to ordinary FRESE B DIRE SRR A ARG ARE AR A
equity holders of HK$105,035,000 (2005: HK$181,145,000 (as restated)). The number of ordinary shares 105,035,0007C (== Ei B #181,145,0007C © EH5
used in the calculation is the 1,568,911,394 (2005: weighted average of 1,551,467,394) ordinary shares in BR) 5T E o 5T EFTA 2 LB E NARETEFRERZF])
issue during the year, as used in the basic earnings per share calculation and the weighted average number AENBETLER,568,911,394% (T ZTHEF : JIEF
of 41,323,712 (2005: 45,235,587) ordinary shares assumed to have been issued at no consideration on the ¥J%01,551,467,394f%) + RBERFRIEBEITH I EIRFTA
deemed exercise or conversion of all dilutive potential ordinary shares into ordinary shares. BEaBE N EER et RRimRENEET 2 L RRMET

¥)8041,323, 712 (ZZ TR : 45,235,587K%) °

BOSSINI INTERNATIONAL HOLDINGS LIMITED AR EEER AR
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

13. Property, plant and equipment

13. 9% BERRE

Group £=mE
Furniture,
fixtures
Leasehold and office Software
Land and improve- Plant and equipment Motor under
buildings ments machinery il REBR vehicles development Total
in HK$ thousand +it RiEF HENELE R RHEE N “1% e RGN BE BT
31 March 2006 RZBEBRF=ZA
=t+-A
At 31 March 2005 and RZZZR¥=A=+—-H
at 1 April 2005: FRZZTRFNA—R :
Cost or valuation 82,154 247,367 11,315 92,626 4,124 - 437,586 AESEE
Accumulated depreciation 2EME
and impairment (39,820) (202,453) (2,411) (73,804) (3,689) - (322,177) KRE
Net carrying amount 42,334 44,914 8,904 18,822 435 - 115,409 REFE
At 1 April 2005, net of accumulated R-ZZRFEMNA—H
depreciation and impairment 42,334 44,914 8,904 18,822 435 = 115,409 Nk 2BMERRE
Additions 61,522 696 14,494 508 2,177 79,397 NE
Disposals = (2,444) - (276) (40) = (2,760) | H%&
Reversal of impairment during the year 15,551 = = = = = 15,551 | FARERE
Depreciation provided during the year (2,364) (42,074) (927) (9,253) (365) - (54,983) | FAFERE
Exchange realignment - 109 235 208 168 - 720 | ERAE
At 31 March 2006, net of accumulated KRB FE=A=+—-H"
depreciation and impairment 55,521 62,027 8,908 23,995 706 2,177 153,334 Nk 2BMERRE
At 31 March 2006: RZZEERE=A=1—H:
Cost or valuation 82,154 265,073 12,369 105,733 3,988 2,177 471,494 BNEEARE
Accumulated depreciation ZiEME
and impairment (26,633) (203,046) (3,461) (81,738) (3,282) - (318,160) Al
Net carrying amount 55,521 62,027 8,908 23,995 706 2,177 153,334 REFE
Analysis of cost or valuation: BB EEST :
At cost 42,154 265,073 12,369 105,733 3,988 2177 431,494 B AE
At 31 July 1993 valuation 40,000 = = = = - 40,000 B—NAN=FtA=1—RAM{E
82,154 265,073 12,369 105,733 3,988 2,177 471,494
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13. Property, plant and equipment (continued) 13. % - BERSZE @

Group £E
Furniture,
fixtures
Leasehold and office
Land and improve- Plant and equipment Motor
buildings ments machinery B RER vehicles Total
in HK$ thousand i RiETF HEMEEE R R R NS HE wBE BETT
31 March 2005 R-BZRE=A=1+-H
At 1 April 2004: RZZETNFMHA—R :
Cost or valuation 82,154 232,493 3,346 100,423 4,334 422,750 BENEEARE
Accumulated depreciation and impairment (45,455) (187,326) (1,836) (76,599) (3,759) (314,975) 2RITERRE
Net carrying amount 36,699 45,167 1,510 23,824 575 107,775 REFE
At 1 April 2004, net of accumulated depreciation RZZEWEFMHA—H
and impairment 36,699 45,167 1,510 23,824 575 107,775 Nk 2BMERRE
Additions - 35,278 7,948 6,667 153 50,046 NE
Disposals - (689) - (2,737) (63) (3,489) | &
Reversal of impairment during the year 8,000 - - - - 8,000 | FAREEE
Depreciation provided during the year (2,365) (35,325) (567) (9,106) (237) (47,600) | ERITEREE
Exchange realignment = 483 13 174 7 677 | BERAE
At 31 March 2005, net of accumulated depreciation R-EZRF=A=1+—H"
and impairment 42,334 44,914 8,904 18,822 435 115,409 Nk 2BMERRE
At 31 March 2005: RZZZRF=RA=+—8:
Cost or valuation 82,154 247,367 11,315 92,626 4,124 437,586 KAMESEE
Accumulated depreciation and impairment (39,820) (202,453) 2,411) (73,804) (3,689) (322,177) ZRNTERRE
Net carrying amount 42,334 44914 8,904 18,822 435 115,409 REFE
Analysis of cost or valuation: REANMESREEST
At cost 42,154 247,367 11,315 92,626 4,124 397,586 B AE
At 31 July 1993 valuation 40,000 - = - - 40,000 B-hN=FtRA=1+—RHfE
82,154 247,367 11,315 92,626 4,124 437,586
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31 March 2006 —ZEZ X F=H=+—H

13. Property, plant and equipment (continued)

The Group’s land and buildings are held under medium term leases and are situated in:

13. 9% - BERRE @®

REE 2 T3t RABFH AR BB R F LR

At cost At valuation Total
in HK$ thousand RAANE ZRikE “®E BT T
Hong Kong 21,654 40,000 61,654 575
Elsewhere 20,500 = 20,500 E A7
42,154 40,000 82,154

Certain land and buildings were revalued at 31 July 1993 by Chesterton Petty Limited, independent
professionally qualified valuers, on an open market, existing use basis. Since 1994, no further revaluations
of the Group’s land and buildings have been carried out, as the Group has relied upon the exemption
granted under the transitional provision in paragraph 80A of HKAS 16, from the requirement to carry out
future revaluation of its property, plant and equipment which were started at valuation at that time.

At 31 March 2006, had the Group’s revalued land and buildings been carried at cost less accumulated
depreciation and impairment losses, they would have been included in the financial statements at
approximately HK$15,265,000 (2005: HK$19,384,000).

Certain land and buildings were revalued at the balance sheet date by RHL Appraisal Limited, independent
professionally qualified valuers, at an aggregate open market value of HK$38,600,000 based on vacant
possession basis. Impairment losses of HK$15,551,000 provided for these land and buildings were reversed
during the year, resulting from the above valuations, in which HK$5,400,000 has been credited to the
income statement and HK$10,151,000 has been credited to the relevant asset revaluation reserve.
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14. Trademark

14. BH1E

Group
in HK$ thousand eSE] BT
31 March 2006: —EEXE=A=1+—8:
Cost at 1 April 2005, net of accumulated impairment — BRIZZERFMA A ZHEA - IR ZRRE
Additions — acquired separately 1,164 NE — B UEE
R-ZERFE=A=1+—8

At 31 March 2006 1,164

At 31 March 2006:
Cost 1,164
Accumulated impairment =

Net carrying amount 1,164

31 March 2005
At 1 April 2004:

R=BERE=A=+—A
R

2iERE

R F(E
—gEEF=A=t-H
N-REMEMA—E :

Cost - %N
Accumulated impairment - 2FERE
Net carrying amount - BREFE
Indefinite useful life BREEEAFRZEE

The Group classified the acquired “bossini” trademark as an indefinite life intangible asset in accordance
with HKAS 38 Intangible Assets. This is supported by the fact that bossini trademark legal rights are capable
of being renewed indefinitely at insignificant cost and therefore are perpetual in duration, related to a well
known and long established fashion brand since 1987, and based on future financial performance of the
Group, they are expected to generate positive cash flows indefinitely. Under HKAS 38, the Group re-evaluates
the useful life of bossini trademark each year to determine whether events or circumstances continue to
support the view of the indefinite useful life of the asset.

BOSSINI INTERNATIONAL HOLDINGS LIMITED

REBEBREEBGTERE3E B EE] - #5[bossinil 7
SORR—RERYMBILEE - XIF%Mwm 2 EE Rbossini
BRERBEMNATUR BN ERZ KA T ERAESE -
Rt ZGKAFH - BF— @8 — W\ EFARNE RESE
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31 March 2006 —ZEZ X F=H=+—H

14. Trademark (continued)

Impairment

In accordance with HKAS 36 Impairment of Assets, the Group completed its annual impairment test for
bossini trademark by comparing its recoverable amount to its carrying amount as at 31 March 2006. The
Group has conducted a valuation of the bossini trademark as one corporate asset based on value-in-use
calculation for the Indonesian market. The resulting value of the bossini trademark as at 31 March 2006
was significantly higher than its carrying amount. This valuation uses cash flow projections based on financial
estimates covering a three-year period, expected sales deriving from the bossini trademark in the Indonesian
market and a discount rate of 10.3%. The cash flows beyond the three-year period are extrapolated using
a steady 15% growth rate. This growth rate does not exceed the long-term average growth rate for apparel
markets in which the Group operates. Management has considered the above assumptions and valuation
and also taken into account the business expansion plan going forward, the current wholesale order books
and the strategic retail expansion in Indonesia and believes that there is no impairment in the bossini
trademark. Management believes that any reasonably foreseeable change in any of the above key assumptions
would not cause the aggregate carrying amount of trademark to exceed the aggregate recoverable amount.
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15. Interests in subsidiaries

Company A A

15. K 8 2 Rl 48

BX

2006 2005
(Restated)
in HK$ thousand (EF5IER) BT
Unlisted shares, at cost 193,962 193,962 IEETRR - REAE
Provision for impairment (50,800) (77,541) B
143,162 116,421
Due from subsidiaries 212,141 270,926 NG R
355,303 387,347

The amounts due from subsidiaries included in the Company’s current assets are unsecured, interest-free

and have no fixed terms of repayment. The carrying amounts approximate to their fair values.

Particulars of the principal subsidiaries are as follows:

Place of incorporation/
registration and operations

Nominal value of issued/
registered share capital

ATFAEAE -

RARBRRBEE AZBBMBERARFELEER 28
REBEERY - ZFRUMBARFAZEAERFEEL

TEMBARIZFHBNAT :

Percentage of equity
attributable to the Company

Principal activities

B RER R g E BT/ AMRAzEE RATEMGBRER DL TEER

Name % Direct E#  Indirect &%
Active Link Limited (note a) Hong Kong HK$7&#5,000,0007T - 100 Retailing and wholesaling of garments
SAVBERAT (Hiita) BB PRIREE R #L
Bossini Clothing Limited Hong Kong HK$# 27T = 100 Retailing and distribution of garments
BB IR EE K8
Bossini Enterprises Limited Hong Kong HK$B# 27T - 100 Retailing and distribution of garments
EBRMECEFRAF] BB RIREE K5 84

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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15. Interests in subsidiaries (continued)

Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

Place of incorporation/
registration and operations

Nominal value of issued/
registered share capital

15. i B DA Rl = )

Percentage of equity
attributable to the Company

Principal activities

PSR R g E BT/ AMRAzEE AAREERET S FEE

Name % Direct E#  Indirect &%
Bossini Garment Limited Hong Kong HK$B# 27T - 100 Distribution of garments
BB BXIR 53 84
Bossini Investment Limited British Virgin Islands US$11,928% 7T 100 = Investment holding
HEELES REEIR
Burling Limited British Virgin Islands US$1003E7T - 100 Licensing of trademarks
RERUHE Bl e
BN EMEEXERA R People’s Republic of China ~ RMBAER#1,010,0007T = 100 Retailing and distribution of garments
(notes b and d) (“PRC")/Mainland China RIKEE M7 iH

(K15F b Kd) R ARLME ([FEHE]),
Fh B AR
J & R Bossini Fashion Pte Ltd Singapore $$2,000,000% 104 7T - 100 Retailing and distribution of garments
AN BIXREE K8
J & R Bossini Holdings Limited Hong Kong HK$B#E 27T - 100 Investment holding
EREEEEGRAT BB REFERR
Kacono Trading Limited British Virgin Islands HK$&%2,0007T - 100 Investment holding
EBELES REER
Key Value Trading Limited British Virgin Islands US$100%E7T - 100 Investment holding
EERELHE BREFERR
Land Challenger Limited Hong Kong HK$B%27T - 100 Sub-contracting of garments
BAEBR AR BB B DB
Langzhi Fashion (Shenzhen) Co. , Ltd. PRC/Mainland China HK$7%#6,600,0007C - 100 Manufacturing and sub-contracting
(notes c and d) AR R B K e of garments
BARERRE ORI BIRAR] (Bat c&d) BRIRBLE R DB
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15. Interests in subsidiaries (continued)

Place of incorporation/
registration and operations

Nominal value of issued/
registered share capital

15. i B D Rl #E = )

Percentage of equity
attributable to the Company

Principal activities

PSR R g E BT/ AMRAzEE RATEGBRER DL TEER

Name % Direct E#  Indirect &%
Lead Commence Limited Hong Kong HK$ B 27T - 100 Retailing and distribution of garments
SRR R AR BB RIREE K53 84
Luhur Daya Sdn. Bhd. Malaysia RMS$ S #27T = 100 Retailing and distribution of garments
L it BIXEE K8
Onmay International Limited Hong Kong HK$ B 27T - 100 Retailing and distribution of garments
FEBIBRARAQR BB RIREE K5 85
Rapid City Limited Hong Kong HK$##27T - 100 Property holding and letting
REANEER AR BE MERBLEE
Sun View Properties Limited Hong Kong HK$ B 27T - 100 Property holding and letting
SEXARAT BB MERBREE

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally
affected the results for the year or formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive length.

Notes: B &E

(@)  The branch of this subsidiary in Taiwan was not audited by Ernst & Young Hong Kong or other Ernst & Young (a) ZWBARIRNAESARZER @ WAL KSTABHME
International member firms. )k TR E AT 2 H BB B A Rl E % o

(b) BEMTHEREEZEAEMRAA s a limited liability enterprise established in the PRC which obtained its business (b) BMNMEMEEXERAAA—HRPEKLZAREFELE

registration certificate on 14 July 1993.

established in the PRC which obtained its business registration certificate on 14 June 1993 and is licensed to
conduct business for 25 years from the date of its business registration.

(d)  These subsidiaries were not audited by Ernst & Young Hong Kong or other Ernst & Young International member (d) WEHBARZEKE @ WIFAZKETEELE (FH) ik
firms. BRI R FT 2 A BB K B A R E % ©

BOSSINI INTERNATIONAL HOLDINGS LIMITED

EREINHEERABUAEEFAXER I EZZERIBUAR
SEFEEEZHRNZMBLR - EERREFEMHMBA
AZFHIFEIIRN L - RIEFERITE

ER—NAA=ZF LA THADRSEERR -

(¢)  Langzhi Fashion (Shenzhen) Co., Ltd. is a wholly-owned foreign investment enterprise with limited liability (o) PARRRFE

RINBERABR—HRPREKY - I EREHRE
ZEBREMERE - HR—NANA=ZF XA TEOARBLEERR

I P SRR B RE ST AR R 254 o

EMEEREBERAR
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

16. Inventories 16. 7 &
Group &
in HK$ thousand 2006 2005 BT T
Raw materials 2,304 4,643 JRkt
Finished goods 251,287 210,659 UK
253,591 215,302
17. Debtors 17. FE W BR X -
Other than cash and credit card sales, the Group normally grants credit periods of up to 60 days to its trade BRRERERAEHES)  AEEE—RELTRTHESEF
customers. Each trade customer has a maximum credit limit, except for new trade customers, where H=60REER - RIBEHES —MBTENFIEIN - KEHE
payment in advance is normally required. The Group seeks to maintain strict control over its outstanding PHREREERE o REBZU)ERILE 2 EUGRIE TS
receivables. Overdue balance are reviewed regularly by senior management. In view of the aforementioned BRREPE o BHAR R SR EIREE I EL R o A EPT
and the fact that the Group’s trade customers relate to a large number of diversified customers, there is no MARARER 2 BRERES MR ARRZ 2 ZREFIEP - i
significant concentration of credit risk. Trade receivables are non-interest-bearing. AEEWESESEFR ZEERR - BIRESHRE -
An aged analysis of trade debtors as at the balance sheet date, based on the invoice date, is as follows: UTARBEERSERERNELET ZEBRDN
Group & &
in HK$ thousand 2006 2005 BEFT
0 to 30 days 45,364 40,059 0£30K
31 to 60 days 8,097 16,319 31E60K
61 to 90 days 1,250 2,690 61290K
Over 90 days 953 1,284 BI90K
55,664 60,352
The carrying amounts disclosed above approximate to their fair values. LR REEERFEEZ AT ERS
18. Deposits paid 18. Eff#& &
Group &£
in HK$ thousand 2006 2005 BT
Rental deposits 79,291 68,164 HEZES
Less: non-current portion (48,849) (44,344) B FERNHEAER (D
Current portion 30,442 23,820 RNEAER 1
The rental deposits are paid for operating leases in respect of land and buildings, and are negotiated for AREERBET M EREF2LEROTNEERS - BEZH
terms ranging from one to ten years. The carrying amounts disclosed above approximate to their fair HNF1ZE105F75% - LillHBESE REERES 2 A TE
values. FE o
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19. Derivative financial instruments 19. fTE€RMI A

2006
Assets Liabilities
in HK$ thousand &¥t =L BT
Group REE
Forward currency contracts 998 1,153 REE%ER
The carrying amounts of forward currency contracts are the same as their fair values. SRR aRZREERFESE 2 AT EEE °
During the year, the Group entered into various forward currency contracts to manage its exchange rate FA - AEEFTVZRERERCRAAETEEEXER - M
exposures which did not meet the criteria for hedge accounting. Changes in the fair value of non-hedging ZEARW AT EPREIE A Z ARG - £ - 3F
currency derivatives amounting to HK$4,939,000 were credited to the income statement during the year HREESTAET AN FEEESTEK4,939,0007tE 5T AWK
(2005: Nil). At 31 March 2006, the terms of the forward currency contracts held by the Group are as AR (CETRF |  RZTTRF=A=1+—080 4K
follows: EriFARMEBSRZGRET
Forward currency contracts to hedge
expected future sales Maturity Exchange rate
HHREHBREE CRRAEE SR k= fE =
Sell #&
New Taiwan dollar ("’"NTD") 478,647,996 April — December 2006 NTD/USD31.453 — 32.068
478,647,996 T & #5 —EERFHAET-A ¥ & #5/5731.453-32.068
Singapore dollar ("'SGD") 14,068,794 April — December 2006 SGD/USD1.628 — 1.645
14,068,7943 i3 7T “RERFHAETCA FTAN TT/3ETT1.628-1.645
in HK$ thousand 2006 2005 BT T
Notional amounts of forward REVNES Rz BERHNE
foreign exchange contracts 184,622 103,656
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

20. Cash and cash equivalents and bank deposit 20 REeRASEEEBEBEURBITER

110

Note Group & & Company A #]
in HK$ thousand FiaE 2006 2005 2006 2005 BT
Cash and bank balances 208,156 274,432 265 564 R & MIRTTAE R
Non-pledged bank deposits 34,957 51,463 - - EIIRIRITIE R
Pledged bank deposits 787 = - - BEMIBITFR
243,900 325,895 265 564

Less: Non-pledged bank deposits

classified as non-current

portion (15,600) - - = B FIVEIERNHAER 0 2 MR ERI T 3K

Pledged bank deposits 31(b) (787) = - = AIEIRITIFER

Cash and cash equivalents 227,513 325,895 265 564 HRe&kReEEER

At the balance sheet date, the cash and cash equivalents of the Group denominated in Renminbi (“RMB")
amounted to HK$65,168,000 (2005: HK$83,918,000). The RMB is not freely convertible into other currencies,
however, under Mainland China‘s Foreign Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange business.

Cash at banks and pledged bank deposits earn interest at floating rates based on daily bank deposit rates.
Short term bank deposits are made for varying periods of between one day and three months depending
on the immediate cash requirements of the Group, and earn interest at the respective short term bank
deposit rates. Non-pledged bank deposits of HK$15,600,000 classified as non-current portion is made for
a period of three years which will mature on 13 April 2008, and earn interest at interest rates ranging from
3% to 4.75% per annum. The Group is not entitled to withdraw the bank deposits without the bank’s prior
consent and the bank may at its absolute discretion refuse to give such consent. These bank deposits are
non-assignable and non-chargeable, except to the bank.

The carrying amounts of the cash and cash equivalents, non-pledged bank deposits and the pledged deposits
approximate to their fair values.
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REHER  AEEUARB (AR EEZ2ReKEEE
EI8 B A5 %65,168,0007T (ZEZ R4 : ##83,918,000
TL) ° ARBTEEE R REMER - ERIEPBEAREIINEE
FEIERIREE - SERMPEEESRAT  AEBEFERE
R EINEETS 2 IRITIE AR KR BINE -

RITER LB RIFFERE BIRRITHERFREE 2/ FEF =R
SR BHTHESHENT1IRXEEA - NETFAEE
BEREFEmME - MIRHEEZRHEFAEE - ek
BNHEAER (7 2 EAR IR 1777 0B 85 15,600,000 T & H =4F » #%
R-ZEZN\FEMA+=BFH RN TFFNE3I%ELT75%
B REBATBEAMBGBRITEARETNRIBTHE
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L HFE RN G R K o
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21.

22,

23.

Trade creditors and accruals

21.

FE 5 R 3k K% B 5T RR TR

Group & & Company A #]
in HK$ thousand 2006 2005 2006 2005 BT T
Trade creditors 61,402 54,863 - - FERTBR R
Accruals 134,636 129,462 2,787 1,133 JEETERTE
196,038 184,325 2,787 1,133

An aged analysis of trade creditors as at the balance sheet date, based on the invoice date, is as follows:

Group %

AT RREZ A RANRIREE B ZREO

in HK$ thousand 2006 2005 BT T

0 to 30 days 52,800 49,640 0E30K

31 to 60 days 6,223 3,139 31E260K

61 to 90 days 1,969 1,605 61ZE90K

Over 90 days 410 479 #90K
61,402 54,863

The trade creditors are non-interest-bearing and are normally settled on 30-day terms. The carrying amounts
disclosed above approximate to their fair values.

Due to related companies
The amounts due to related companies are unsecured, interest-free, and repayable within 30 days of the
invoice date. The carrying amounts approximate to their fair values.

Interest-bearing bank loans
Group %
in HK$ thousand 2006 2005

22.

23.

FERBRRR R B R —MRN30E AT o it B R FIH 2 BRE
BEEKRE 2 R VERES -

FE BB A R KR

ENBEERRFRVEER 28 RANEREAHE30H
WEE - BNBEERRFA L REEEAFERS -
FFRBITER

BT

Bank loans repayable within one year or on demand - 15,000

AR —FAHEERKERRITER

The bank loans were secured by the Company’s corporate guarantee and bore interest at 1.3% over one,
two, or three months of the Hong Kong Interbank Offered Rate.
BOSSINI INTERNATIONAL HOLDINGS LIMITED

RITEFUARRZ ARERIESER - YR—EA - ME
A=A 2 &EBRITRAZEFLMIIEFE -
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

24. Provisions 24, #B1E
Group 58
Long service payments
in HK$ thousand EHREE BT
At 1 April 2005 913 R-ZEZTRFMA—H
Amounts utilised during the year (330) FRNENA IR
At 31 March 2006 583 RZZEERF=ZA=+—H
Portion classified as current liabilities - FIVERNER & 30D
Long term portion 583 R EAER D

The Group provides for the probable future long service payments expected to be made to employees
under the Hong Kong Employment Ordinance, as further explained under the heading “Employee benefits”
in note 2.5 to the financial statements. The provision is based on the best estimate of the probable future
payments which have been earned by the employees from their service to the Group to the balance sheet

date.

25. Deferred tax

The movements in deferred tax liabilities and assets during the year are as follows:

Deferred tax liabilities — 2006

25.

AEBRBEERRFEGHIBLIEH A EARIES N2 R AR
BREHERE - FERPHERERM T2 5RERN] E—FH
- BEDREENEEARAKERHMREAIERRZ A
BB &ABIAFER °

i SE B TR
FAZELEHRBEREEZSNT

EIERIIEE B — 2006

Group em
Accelerated tax depreciation

in HK$ thousand IRFIEITE BT T

At 1 April 2005 498 RZZEZTHFMNA—H

Deferred tax charged to the income statement FAE W R IR 2 IELETIE
during the year (note 9) 184 (F17E9)

Exchange realignment 19 bE 5, 38 B

Gross deferred tax liabilities RZZBZRF=ZA=+—RH2
At 31 March 2006 701 FEEFIE A EER
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25. Deferred tax (continued) 25 . IEFER I8 (@)

Deferred tax assets — 2006 EIERIIEE E — 2006
Group 58
Decelerated tax
depreciation Others Total
in HK$ thousand BURTHIEITE Hfto “@E BEET T
At 1 April 2005 2,061 886 2,947 R-ZEZTRFMA—H
Deferred tax credited/(charged) FREMERTAS
to the income statement ($0B%) Z IEXERL A (H77E9)
during the year (note 9) (706) 431 (275)
Gross deferred tax assets RZBERF=A=+—HZ
At 31 March 2006 1,355 1,317 2,672 RIEFIEE EERE
Net deferred tax assets at 31 March 2006 1,971 R-EERNF=A=+—HZEEHRBEEFR
Deferred tax liabilities — 2005 EERIEE E—2005
Group 55
Accelerated tax depreciation
in HK$ thousand IR EITE BT
At 1 April 2004 - R-ZZZNFMPA—H
Deferred tax charged to the income statement FREWR TR
account during the year (note 9) 498 ZIBEIERIA (FfaE9)
Gross deferred tax liabilities RZZBERF=A=+—HZ
At 31 March 2005 498 BT IE A EERE

BOSSINI INTERNATIONAL HOLDINGS LIMITED ElERREREERAR
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

25. Deferred tax (continued)

Deferred tax assets — 2005

25 IEFEFLIE (@)

EERIEEE — 2005

Group =
Losses available
for offset
Decelerated tax  against future
depreciation  taxable profit Others Total
A AR EH
H&FER
in HK$ thousand TBRF IR E Y ) 2 E5iE Hfth “@E BEET T
At 1 April 2004 1,432 3,227 701 5,360 R-ZZEZEWFMA—H
Deferred tax credited/(charged) FRERERET A FHIBR) 2
to the income statement EXERTE (K7729)
during the year (note 9) 629 (3,227) 185 (2,413)
Gross deferred tax assets RZETZRF=—A=+—HZ
At 31 March 2005 2,061 = 886 2,947 RIETIEEEER
Net deferred tax assets at 31 March 2005 2,449 R-EERF=A=+—HZEEHBEEFR

The Group has estimated tax losses of HK$16,274,000 (2005: HK$11,723,000) and estimated deductible
temporary differences of HK$1,611,000 (2005: HK$1,068,000) arising in Hong Kong, that are available
indefinitely for offsetting against future taxable profits of the companies in which the losses arose. The
Group also has estimated tax losses arising in Mainland China of HK$437,000 (2005: HK$426,000) and in
Taiwan of HK$29,998,000 (2005: HK$20,923,000) that can be used to offset against future taxable profits
of the companies in which the losses arose for a maximum of five years. Deferred tax assets have not been
recognised in respect of these losses as it is uncertain if sufficient future taxable profits will be generated
against which the tax losses can be utilised.

At 31 March 2006, there is no significant unrecognised deferred tax liability (2005: Nil) for taxes that would
be payable on the unremitted earnings of a subsidiary of the Group.

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

26. RZ&

Shares il
Company A ]
in HK$ thousand 2006 2005 BT T
Authorised: TEERRA ¢
2,000,000,000 (2005: 2,000,000,000) ordinary shares 2,000,000,000% (ZZ=ZH 4 : 2,000,000,0004%)
of HK$0.10 (2005: HK$0.10) each 200,000 200,000 B EESEB010TL (ZEZRF : BE0.107T) 2 ZBMK

Issued and fully paid:
1,568,911,394 (2005: 1,568,911,394) ordinary shares
of HK$0.10 (2005: HK$0.10) each 156,891 156,891

BEEITRBERAK
1,568,911,394f% (ZZZH 4 : 1,568,911,3944%)
B EESBE010TT (ZEZRF : BE0.107T) 2 ZBMK

A summary of the movements in the Company’s issued share capital is as follows:

ARRREHITRAZ ZEAINT -

Number Issued Share
of shares share premium
in issue capital account Total
B EBITAE B EATARA A7 5 (B R wE
HK$'000 HK$’'000 HK$'000
BT BT BT
At 1 April 2004 771,461,697 77,146 68,229 145,375 R-ZEZNFEPA—H
Issue of bonus shares 771,461,697 77,146 (68,229) 8,917 BATALR
Exercise of share options 25,988,000 2,599 1,949 4,548 TR B
Share issue expenses - - (94) (94) BATRD A
At 31 March 2005, 1 April 2005 RZZETRF=A=+—H —ZETRAFWOA—H
and 31 March 2006 1,568,911,394 156,891 1,855 158,746 ;ZZEERF=A=+—H

Share options
Details of the Company’s share option scheme and the share options issued under the scheme are included
in note 27 to the financial statements.

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Notes to financial statements Bif&sRxMizE
31 March 2006 —ZEZ X F=H=+—H

27. Share option scheme

The Company operates a share option scheme (the “Scheme”) for the purpose of motivating and providing
incentives to eligible participants who contribute to the success of the Group’s operations, and to enable
the Group to recruit and retain high-calibre employees and attract human resources that are valuable to the
Group and any entity in which the Group holds equity interests (the “Invested Entities”).

Eligible participants of the Scheme include executive directors, non-executive directors (including independent
non-executive directors), and other full-time or part-time employees of the Company, the Company’s
subsidiaries and the Invested Entities. The Scheme became effective on 27 November 2003 and, unless
otherwise cancelled or amended, will remain in force for 10 years from that date.

The maximum number of shares which may be issued upon exercise of all share options to be granted
under the Scheme and any other future share option schemes of the Company (excluding share options
lapsed in accordance with the terms of the Scheme or any other future share option schemes of the Company)
shall not exceed 10% of the total number of shares in issue on the adoption date, 27 November 2003,
unless the Company seeks the approval of the shareholders of the Company in a general meeting for
refreshing the 10% limit under the Scheme. Pursuant to the annual general meeting of the Company held
on 30 August 2004 with the approval of the issuance of bonus shares of 771,461,697 on 14 September
2004, the number of shares issuable under the Scheme was adjusted to approximately 154,292,338 which
represented 10% of the Company’s shares in issue as at 14 September 2004. The maximum number of
shares issuable under share options to each participant in the Scheme within any 12-month period is limited
to 1% of the total number of 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 with such participant
and his associates abstaining from voting.

Share options granted to a director, chief executive or substantial shareholder of the Company, or to any of
their respective associates, are subject to approval in advance by the independent non-executive directors
(excluding any independent non-executive director who is a grantee of the share options). In addition, any
share options granted to a substantial shareholder or an independent non-executive director of the Company,
or to any of their respective 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 closing 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.
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27. Share option scheme (continued)

The offer of a grant of share options may be accepted within 28 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 10 years from the date of the grant of the share options. Options granted
during the term of this Scheme and remain unexercised immediately prior to the end of the 10-year period
of the Scheme shall continue to be exercisable in accordance with their terms of grant within the exercise
period for which such options are granted, notwithstanding the expiry of the Scheme.

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 grant 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 grant; and (iii) the nominal value of the Company’s share.

Share options do not confer rights on the holders to dividends or to vote at shareholders’ meetings.

The following share options were outstanding under the Scheme during the year:

Number of share options B8 E2) B

27.

BRETE @

BB 2 2R AR L BRI 28B REAR A NE
HBEN TR EBEER - EREBREZTFEHRES
BEER] - W B E TR EMERFG LR ERER L B 8t
10FE A fEm o Rar2IHARE B MR Baeat 21104 B g m Al
MARTTE Z BERRAE - BEETEIEEm - DA AR E R
AR BB RS A 1T BAR A AR AE T DATT(E o

BREZITEERESRER  EIAFERUATZ&RE
(VR EBRERR H B HIAR R B AR DR BE R P 2 W B+ (i) B8
X B RIS ER 5 B AR RIBRMABE R A2 F W E © &
(iR AR EE °

BREYER TRHRAEAZERREIRNRRASG LRE
TR o

FAFFEA T HARITEZBERENT

Exercise
price of share
At 1 April Granted Exercised At 31 March Date of grant of options (note 2)
Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period BRI E
of participants RZTTREF the year the year during the year during the year ji==e:d i B AR AE B A of share options (Hz£2)
HERBEALER MA—A FRRHL FRTTE ERER FRRR ZA=t+—H (Hia1) FElRiE T HK ST
Directors €%
Ms. CHAN So Kuen 1,332 - - - - 1,332 2 December 2003 2 December 2004 to 0.175
S E3C e 1 December 2013
“ZTWNET-AZRAZE
—T—=%+-R—H
3,333,334 = = = = 3,333,334 2 December 2003 2 December 2006 to 0.175
“ZT=F+-HZH 1 December 2013
“ZTRET-AZRZE
—E-=51tZf—H
3,333,334 = - - - 3,333,334 2 December 2003 2 December 2008 to 0.175
“EE=E+-AZH 1 December 2013
“ET)\F+-fA=-HZ
“T-=%1ZA-H
6,668,000 - - - - 6,668,000
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31 March 2006 —ZEZ X F=H=+—H

27. Share option scheme (continued) 27 BRESE @)
Number of share options Bf%EE; B
Exercise
price of share
At 1 April Granted Exercised At 31 March Date of grant of options (note 2)
Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period BRETRE
of participants RZTTHE the year the year during the year during the year RZTTREF i B AR B A of share options (Hz£2)
a2 EALTER mA—H FEREE FRTHE ERER ERRUK =A=1+-A (Htix1) B iR T HK$A T
Directors €%
Mr. Dickie FU Shing Kwan 1,332 - - - - 1,332 2 December 2003 2 December 2004 to 0.175
(note 3) —EE=F+-A-H 1 December 2013
BRI AE (f1713) “ETNF+-AZAZE
—Z-=F+=A-H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2006 to 0.175
“EE=F+-A-H 1 December 2013
“ZTRE+TZAZHE
—T-=F+-A-H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2008 to 0.175
“ST=FF+=A=H 1 December 2013
“ZZ\Ft-RAZHZ
“T-=F1+-f—H
6,668,000 - - - - 6,668,000
Ms. Pansy CHAU Wai Man 1,332 - = = = 1,332 2 December 2003 2 December 2004 to 0.175
(note 4) “TE=#+-A—H 1 December 2013
BEZLL (Hi:t4) “SREFEFZAZHE
“T—=%+-R—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2006 to 0.175
ZZT=F+ZA=H 1 December 2013
“EERE+ZAZHE
“T-=F+=fA—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2008 to 0.175
“EE=F+-ACH 1 December 2013
“ZZ\F+-AZRZE
—E-=51tZH—H
6,668,000 - - - - 6,668,000
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27. Share option scheme (continued)

Number of share options B HE2) B

27. BREFT B @)

Exercise
price of share

At 1 April Granted Exercised At 31 March Date of grant of options (note 2)
Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period BRETHE
of participants RZTTRE the year the year during the year during the year RZTTREF FERER S of share options (Hix2)
HER2EANTER mA—A FREL FRTHE ENER ERRIK =A=+—H (Htax1) TBRRIE T HK$B® T
Directors £%
Mr. Simon ORR Kuen Fung 1,332 - - - - 1,332 2 December 2003 2 December 2004 to 0.175
(note 4) “EE=F+-A-H 1 December 2013
fIgELE (H34) i s e =
“T-=F1+=fA—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2006 to 0.175
“ET=-F+-A-H 1 December 2013
“EERE+ZAZHE
“T-=F1+=fA—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2008 to 0.175
“ET=-F+-A-H 1 December 2013
“TT\E+ZAZHE
“T-=F1+=fA—H
6,668,000 - - - - 6,668,000
Mr. FUNG Ping Chuen 1,332 - - - (1,332) - 2 December 2003 2 December 2004 to 0.175
(note 5) “TE=#+-A—H 1 December 2013
BRESLE (F1725) —ZTNF+=AZRZE
—Z-=F+=A-H
3,333,334 - - - (3,333,334) - 2 December 2003 2 December 2006 to 0.175
“ZT=4+-RZH 1 December 2013
“ZTRE+TZAZHE
—Z-=F+=A-H
3,333,334 - - - (3,333,334) - 2 December 2003 2 December 2008 to 0.175
“ZT=4+-RZH 1 December 2013
“ZT\E+-AZHE
—2—=%1+=A—H
6,668,000 - - - (6,668,000) -

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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27. Share option scheme (continued)
Number of share options Bf%EE; B

27. BREFT 8 @)

Exercise
price of share
At 1 April Granted Exercised At 31 March Date of grant of options (note 2)

Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period BRETRE

of participants RZTTHE the year the year during the year during the year RZTTREF i B AR B A of share options (Hz£2)

ek 28 AL MA—A ERRT ENTE ENER FRRM —A=t-H (Htzt1) BRETRES HK$B# T

Other employees HA:{EE

In aggregate 5,332 - - - - 5,332 2 December 2003 2 December 2004 to 0.175

A “TT=4+t-R=H 1 December 2013

“ZENE+-AZRE
“2-=F+-A-H
9,333,334 - - - - 9,333,334 2 December 2003 2 December 2006 to 0.175
“TE=4+-A=H 1 December 2013
—ZTRFTZAZRZE
—T-=%tZA-H
9,333,334 - - - - 9,333,334 2 December 2003 2 December 2008 to 0.175
“ZT=4+-R=H 1 December 2013
“ZE\F+-A-HE
—E-=%+-f—H
18,672,000 - - - - 18,672,000
52,012,000 - - - (6,668,000) 45,344,000

Notes: P&E

1. The vesting period of the share options is from the date of the grant until the commencement of the exercise 1. BRESBEHERAERLBHEHEETEHERABAL -
period.

2. The exercise price of the share options is subject to adjustment in the case of rights or bonus issues, or other similar 2. BREZITREAMRBERSEITAR AR RIRAZ R
changes in the Company’s share capital, and was adjusted for the issue of bonus shares on 14 September 2004 P m T ARAE - WERZTZTMNFN A+ B REBEITAIRS
from HK$0.35 to HK$0.175 each. GREE0.35 T HBEA0.1757T °

3. Mr. Dickie FU Shing Kwan resigned as a director of the Company on 26 June 2006. All unexercised share options 3. ERBEEERZZETRNEANASTABEHEARAIESES  mH
held by him will lapse on 26 September 2006 in accordance with the Scheme. Fifs A Z A RITREBREGRIRZA SR T SFNA =+

NERH o

4. Ms. Pansy CHAU Wai Man and Mr. Simon ORR Kuen Fung resigned as executive directors on 12 January 2006 but 4. FAEZRLLIRMEZAALER-_ZTANFE—A+_BHEIHRTE

remain as senior management of the Group. - HEBBREASESAEEE -
ANNUAL REPORT 2005/06 3§ 2005/06



27. Share option scheme (continued)

Notes: (continued)
5.  Mr. FUNG Ping Chuen resigned as a director of the Company on 1 June 2005. All unexercised share options held
by him lapsed on 1 September 2005 in accordance with the Scheme.

The fair value of equity-settled share options granted on 2 December 2003 was estimated as at the date of
grant using a Black-Scholes model, taking into account the terms and conditions upon which the options
were granted. The following table lists the inputs to the model used:

Dividend yield (%) 423
Expected volatility (%) 55.96
Historical volatility (%) 55.96
Risk-free interest rate (%) 4.60
Expected life of option (year) 10.00
Weighted average share price (HK$) 0.173

The expected life of the options is based on the historical data over the past three years and is not necessarily
indicative of the exercise patterns that may occur. The expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which may also not necessarily be the actual outcome.

No other feature of the options granted was incorporated into the measurement of fair value.

At the balance sheet date, the Company had 45,344,000 share options outstanding under the Scheme,
which represented approximately 2.9% of the Company’s shares in issue as at that date. The exercise in full
of the remaining share options would, under the present capital structure of the Company, result in the
issue of 45,344,000 additional ordinary shares of the Company and additional share capital of approximately
HK$4,534,000 and share premium of approximately HK$3,401,000 (before issue expenses).

At the date of approval of these financial statements, the Company had 45,344,000 share options outstanding
under the Scheme, which represented approximately 2.9% of the Company’s shares in issue as at that date.

BOSSINI INTERNATIONAL HOLDINGS LIMITED

27. BREFT B @)

BeE ()

5. BR2ELEENR_TZRF A RABREARRES  MEM
FAZERTEBRESREZENR_"SFTAFNLA—H
KR -

R-FT=F+t_A_HARLZESEERBREZATE
TR B #fEE - WRIRB D R-SFRATES - £EBMAE
HEB AR Z R R IR R M E - TREIIERARAZ &
ABUE

AR 2 (%) 4.23
TEHRR 18 (%) 55.96
[ £ R @ (%) 55.96
#2  fx F1) 2R (%) 4.60
TEHARR RS 4 2 AR () 10.00
TniEFEHRE (B¥%T) 0.173

RHREE CHRBRBAE=F 2ELEEME - ALK
RAIBEBAE ZITEER - AHIKERR—ERR - ELK
IRERARRES - ERMBERRERAR

HEtEMRO 2BRENAFEET LG ALMEE -

REER  ARAFEBEBTZHARTEZERES
45,344,00013 + HERZBARBEEITRNAI2.9% ° B
ARRIRBEBRAEEBEITERERE - BERAQRIBETH
45,344,00088Z8INE BARAR D T ARA RAR D E B 155 Bl
IN&IPE#64,534,0007T R #1746 3,401,0007T GRINEREE1TH
%) o

RELERSIRE R - AR EREEZAEIREMEARITEZ
SRR L E 45,344,000/ @ (EARAIRE HEZET 2N
2.9% o
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28. Reserves
(a) Group

The amounts of the Group’s reserves and the movements therein for the current and prior years are

presented in the consolidated statement of changes in equity on pages 54 to 56 of the financial

statements.

As further detailed in note 2.2 to the financial statements, the Group applied the transitional provisions
of HKFRS 3 that permitted goodwill in respect of the business combinations which occurred prior to
1 April 2001, to remain eliminated against the consolidated reserves.

The amounts of goodwill and negative goodwill arising from the acquisition of subsidiaries prior to

the adoption of SSAP 30 in 2001, remaining in the consolidated reserves as at 1 April 2005, are as

28. f#fE
(a) &8
REFERAFEASEEREREPES 2 220 RE
BHRERFES4RE6 8 2 imeEm B HHRERNA o

AREATE R SERT 2. 2P A - KE@%I%@%EH%IEEEEE
E'Jﬁ%&iﬁZiﬂ/}ﬁ MBS - ERARFE—_ZE—FHUA—H
ETEBRAPELEZRE  EHFE 15%1%43%1% g

R-ZET—FRAGTEBERFEI0RATERBENER
AIMEE - BR-ZZRFMA - BNERGEERERER

follows: ZEEBREEBEENT
Group &
Goodwill
eliminated against Negative
capital reserve and goodwill included
retained profits in capital reserve
HEARGEERIRE FTABAREER
in HK$ thousand N ST 2 R e BT
31 March 2006 —B2EAF=ZA=t—H
At 1 April 2005 R-_ZTZRFMA—H
Cost as previously reported (28,174) 2,069 BAEZ®IEA
Effect of adopting HKFRS 3 (note 2.4) — (2,069) RMBE B BIERERFEIN 2B (HE2.4)
(28,174) -
Accumulated impairment as previously reported 2,205 - w2 2IERE
Net carrying amount at 1 April 2005 and 31 March 2006 (25,969) - ZERFNA—BERR T F=A=1+—"HZEmFE
31 March 2005 —BEHEF=A=t—H
Cost at 1 April 2004 and at 31 March 2005 (28,174) 2,069 RZZEZTNFNE—BMR_EEAF=A=F+—HZHEAX
Accumulated impairment RiERE
At 1 April 2004 and at 31 March 2005 2,205 - RZEZNFHNA—B MR ZEEAF=A=+—H
Net amount at 1 April 2004 and 31 March 2005 (25,969) 2,069 MN-ZEZENFNA-AR_EERF=A=1T—H2 %%
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28. Reserves (continued) 28. F#FE @
(b) Company (b) A%
Share Share
premium Contributed option Retained
Notes account surplus reserve profits Total
in HK$ thousand iz BhaER BARY BRERE REER BE BT
Balance at 1 April 2004 RZZTNFMNA—B&H
As previously reported 68,229 166,533 = 956 235,718 BEER
Prior year adjustment 2.4(b) = - 324 = 324 REHE
As restated 68,229 166,533 324 956 236,042 ERplkS
Issue of bonus shares 26 (68,229) (8,917) - = (77,146) BATHL IR
Exercise of share options 26 1,949 = = = 1,949 TRk
Share issue expenses (94) - - - (94) ZIIRPAX
Profit for the year = = = 96,648 96,648 EREN
Equity-settled share option EniEERERE
arrangements 27 = = 985 - 985 T
Interim 2005 dividend - - - (28,240) (28,240) —ZRREPHKRE
Proposed final 2005 dividend - - - (61,188) (61,188) BR-ZSZRERBRE
At 31 March 2005 1,855 157,616 1,309 8,176 168,956 RZZETREF=A=1—H
Balance at 1 April 2005 RZZERFMNA—BEH
As previously reported 1,855 157,616 - 8,176 167,647 BEER
Prior year adjustment 2.4(b) - - 1,309 - 1,309 LERE
As restated 1,855 157,616 1,309 8,176 168,956 XK
Profit for the year = = = 54,729 54,729 EREA]
Equity-settled share option BntERRE
arrangements 27 = = 691 = 691 ZH
Interim 2006 dividend - - - (28,240) (28,240) —ZRRERHRE
Proposed final 2006 dividend = = = (28,240) (28,240) RE-EZNERARE
At 31 March 2006 1,855 157,616 2,000 6,425 167,896 RZEZRE=R=1—H

The contributed surplus of the Company represents the difference between the nominal value of the
Company’s shares issued in exchange for the issued share capital of the subsidiaries and the aggregate
net asset value of the subsidiaries acquired at the date of acquisition, at the time of the Group
reorganisation prior to the listing of the Company’s shares in 1993. Under the Companies Act 1981
of Bermuda, the Company may make distributions to its shareholders out of the contributed surplus.

BOSSINI INTERNATIONAL HOLDINGS LIMITED

RRBZHABBRTIN— NN=FRNRRD EHRIE
HEEBAR - ARRRZIMHEBA RS EITRAME
TZBMEE @ ERWE 2 B A RN B & EF
BREMZZEZR - REARE-NN\—FARNE) - AR
A A RBRD KT ERR
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29. Operating lease arrangements

(a)

(b)

As lessor

The Group sub-leases certain of its retail properties under operating lease arrangements, with leases
negotiated for terms ranging from one to five years. The terms of the leases also require the tenants
to pay security deposits.

At 31 March 2006, the Group had total future minimum lease receivables under non-cancellable
operating leases with its tenants falling due as follows:

RERE 2R H

(a) fERHAA
AEBERLHEZLHT "HMEETEEME - &
EZHEHA—ERFIE - ZENZFHITRERTA
BNRERSE °

R-ZETRF=A=t+—H  AEEHEEAFPFEITZT
ARG REHE - AR&EASEEFIREENEH

BT :
Group & &
in HK$ thousand 2006 2005 BT T
Within one year 2,044 1,758 R—FR
In the second to fifth years, inclusive 1,392 2,573 RE_FEZFRF  DEEEMF
3,436 4,331

As lessee
The Group leases certain of its offices, retail outlets and warehouse properties under operating lease
arrangements. Leases for properties are negotiated for terms ranging from one to ten years.

At 31 March 2006, the Group had total future minimum lease payments under non-cancellable
operating leases falling due as follows:

(b) MEREEA
AEBEKLHEZ LT  ARAETHAE - TEE
BLERUX - ASNXBELHHA—FE+TF
R-ETRF=A=1+—H  AEEETAIHHI KL
HET  BRHFEEENFEERIHAMNT

Group &
in HK$ thousand 2006 2005 BT T
Within one year 187,444 230,311 R—FRA
In the second to fifth years, inclusive 175,055 245,606 RE_FEZFRF  DEEEMF
After five years 3,799 5,256 hFE
366,298 481,173

The operating lease rentals of certain retail outlets are based on the sales of those outlets. In the
opinion of the directors, as the future sales of those retail outlets could not be accurately estimated,
the relevant rental commitments have not been included above.

At the balance sheet date, the Company did not have any future minimum lease payments under
non-cancellable operating leases.
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30. Commitments

In addition to the operating lease commitments detailed in note 29(b) above, the Group had the following
commitments at the balance sheet date:

30. &4E

BRI S RE29(b)Fill 2 IR ETHE AN - REBENEE R
ZAESEINT

Capital commitments B A RIE
Group & &
in HK$ thousand 2006 2005 BETT
Contracted, but not provided for EETAV B REAE
Leasehold improvements 1,011 704 THEWMHERE
Furnitures, fixture and office equipment 321 1,349 R~ RERFAERME
Computer software 4,738 - B
6,070 2,053

At the balance sheet date, the Company did not have any significant commitments.

31. Contingent liabilities
(a) Bank guarantees

Group % &
in HK$ thousand 2006 2005

WEER - NRBABAEFERAIE o

BT

Bank guarantees given in lieu of utility and property
rental deposits 1,510 493

RBEKEREAYEL S ZRITER

The Company has given guarantees in favour of banks to the extent of HK$455,000,000 (2005:
HK$384,000,000) in respect of banking facilities granted to certain subsidiaries. These facilities were
utilised to the extent of HK$23,873,000 as at 31 March 2006 (2005: HK$40,880,000).

(b) Tax exposure in relation to certain co-operative arrangements in Taiwan
In October 2004, a Taiwan branch of one of the Company’s subsidiaries (the “Taiwan Branch”) received
a notice of claim from the Taipei National Tax Administration, Ministry of Finance (the “TNTA"),
relating to the underpayment of business tax on sales made through certain retail stores which operated
under co-operative arrangements with third parties during the period from January 2001 to May
2003, together with penalties of approximately NTD27.9 million in aggregate (equivalent to
approximately HK$6.9 million).

BOSSINI INTERNATIONAL HOLDINGS LIMITED

AARIFETH B AR FTEL Z RITEEMmMRASERITIEL
7B #455,000,0000T (ZFZ HF : #5%384,000,000
T ZER RZEENF=A=1+—HEHAZEE
%4 5751523,873,0007T (ZEZRHF : #%40,880,000
JT) °

(b) EEARAEETEEHEZBIE
R-ZENFE+F  AEBEF—RHEARZEES
AR([BES AR EEGBIHAIETEFE ([AikH
EfHB)BEHZREBNE  AREER T —F—
BE_ZTZ =41 AMEE=HBBIMNAELHHE
BZETEEEHOMEEEEN  ERERE XY
27,900,0007C#1 & ¥ (FEE MR 497%5%6,900,0007T) °
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31. Contingent liabilities (continued)
(b) Tax exposure in relation to certain co-operative arrangements in Taiwan (continued)

TNTA have declined the objection from the Taiwan Branch in relation to the above claims in July 2005,
and the Taiwan Branch filed an appeal to the administrative court in January 2006 in respect of the
above claims. If the Taiwan Branch is unsuccessful in the appeal of the above claims from TNTA, tax
losses of NTD223 million (equivalent to approximately HK$55 million) arising from the Taiwan Branch
as at 31 March 2003 may be disallowed and will not be available to offset against taxable profits of
the Taiwan Branch for the years ended 31 March 2004 and 31 March 2005. Accordingly, the Taiwan
Branch may be subject to a profits tax charge of NTD33 million (equivalent to approximately HK$8.2
million) from the TNTA for the years ended 31 March 2004 and 31 March 2005. As requested by
TNTA, the Taiwan Branch pledged a cash deposit of NTD3,292,000 (equivalent to approximately
HK$787,000) to TNTA as at 31 March 2006 (note 20).

The directors, based on the advice from the local tax representative of the Taiwan Branch, believe that
the branch has a valid ground to object the claims made by the TNTA, and accordingly, have not
made any provision for the tax claim or any potential additional profits tax liabilities as at 31 March
2006.

32. Litigation

(a)

A High Court action (the “WDC Action”), which commenced on 10 June 1998, was brought against
J & R Bossini Trading Limited (“Bossini Trading”), a subsidiary of the Company, by Weiland Development
Company Limited (“WDC"), for breach of a lease (the “Lease”) relating to a property used by Bossini
Trading as a warehouse for a minimum amount of approximately HK$7,248,000. Bossini Trading is
defending against the WDC Action and has counter-claimed against WDC for a declaration that the
Lease was lawfully terminated. As at the date of this report, the directors believe that it is not
practicable to estimate the possible extent of the liability of Bossini Trading, if any, in respect of this
action. However, the directors are of the opinion that the WDC claim is unlikely to succeed based on
the merits of the case and therefore, the directors consider that no material liability is likely to result
therefrom.
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BAZTHOAR IR E5F - A ED R RAREKIIAE
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RIATREAM A MBERBANEE—TSTNF=A=1+
— AR - EERFE=A=+—RBtEEZMEH
33,000,0007C#T & & (FHE R 4945 %8,200,0007T) ©
EAITREAFBEZER  ABLARERZZTNF=
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#787,0007T) I F &R B (FizE20) °
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32. /A

(a)

Weiland Development Company Limited ([WDC ) 7 —
NANFEASATH  ARFZHBAREHEESE
RAR((B2MEES]) ERBBEER ZWEMRLN (Z
[FA]) - MEMEESEE —EabtREFL (TWDC
FAl) - REFIEREELEET,248,0007T © BRiFEE S
B IE WD CERAELE Tt R WD CIR I R EFFA - EsE
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32. Litigation (continued)

(b)  Two High Court actions (the “Actions”), which both commenced on 24 July 1998, were brought
against Bossini Trading by Sano Screen Manufacturing Limited and Tri-Star Fabric Printing Works
Limited (collectively called the “Plaintiffs”), for breach of leases relating to properties used by Bossini
Trading as warehouses. Judgements in respect of the Actions were awarded in favour of the Plaintiffs
against Bossini Trading on 16 June 2000 for an amount not exceeding HK$2,467,000, together with
interest thereon from the date of the said judgements to the date of payment at the judgement rate,
and the costs of the Actions. As at the date of this report, no payment has been made by Bossini
Trading.

A winding-up order was made against Bossini Trading on 28 January 2002. So far as the directors are
aware, with a winding-up order having been made against Bossini Trading, WDC would require leave of the
courts to continue the WDC Action and such leave has not been obtained.

With respect to the Actions, the Plaintiffs would likely be ranked as unsecured creditors in the event of any
distribution of assets upon the winding-up of Bossini Trading.

As Bossini Trading has minimal assets and neither the Company nor any of its subsidiaries has provided any
guarantees or sureties in respect of the liabilities of Bossini Trading, the directors consider that there would
be no significant adverse impact on the financial position of the Group as a result of any action taken by the
Plaintiffs to enforce the judgements against Bossini Trading or any unfavourable judgement being made
against Bossini Trading upon leave of the courts being granted to WDC to continue the WDC Action.
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33. Related party transactions

(a)

3B.BEALXRS

In addition to the transactions and balances detailed elsewhere in the financial statement, the Group (a) BRIAFSIRRATFI 2 R 5 REEFRIN + ANE B F N ELREE
had the following material transactions with related parties during the year: EATETZEARZNT
Notes Group & &
in HK$ thousand i 2006 2005 BT
Rental paid for warehouse premises (i) 1,152 1,074 = -yiska
Rental paid for office premises (i) 5,559 4,640 WAEHES
Purchases of garments (iii) 256,321 232,340 HEE AKX
Notes: Pt =E

@)

(iii)

The rental was paid to Laws International Group Limited (“Laws International”) for the period from 1 April
2005 to 31 August 2005, and to Bright City International Limited (“Bright City”) for the period from 1
September 2005 to 31 March 2006, as Laws International had transferred its ownership of the warehouse
to Bright City on 18 August 2005. 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. The rental was determined by reference to open
market rents at the inception of the tenancy agreement. As the rental is settled monthly, the Group had no
outstanding rental payable to Laws International and Bright City as at 31 March 2006 (2005: Nil).

The rental was paid to Bright City and was determined by reference to open market rents at the inception of
the tenancy agreement. As the rental is settled monthly, the Group had no outstanding rental payable to
Bright City as at 31 March 2006 (2005: Nil).

During the year, garments totaling HK$256,321,000 (2005: HK$232,340,000) were purchased from certain
wholly-owned subsidiaries of Laws International. The purchases were determined by reference to the
prevailing market prices. The balance owing to these suppliers as at 31 March 2006 was HK$23,573,000

(2005: HK$7,398,000).

The above related party transactions also constitute continuing connected transactions as defined in Chapter 14A

of the Listing Rules.
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33. Related party transactions (continued)

(b)

Outstanding balance with related parties:

Details of the Group’s trade balances with related companies as at the balance sheet date are included

in note 22 to the financial statements.

Compensation of key management personnel of the Group:

BEEAETRE @

(b)

(0)

HERE A+ 2 REEFIBLE G
REHER - AEBHEBERNF 2B S EHFBHNYTS
RARMIFE22 ©

REEFEEEASZHE :

in HK$ thousand 2006 2005 BETTT

Short term employee benefits 15,795 14,052 EEEERA

Post-employment benefits 189 213 B2 R A

Share-based payments 691 985 LARR A 324+ 2 5/ 38

Total compensation paid to key management personnel 16,675 15,250 XNTEEBEBABZHERTE

Further details of directors’ emoluments are included in note 7 to the financial statements.
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34. Financial risk management objectives and policies

The Group’s principal financial instruments, other than derivatives, comprise cash and time deposits, bills
payable and interest bearing bank loans. The main purpose of these financial instruments is to raise finance
for the Group’s operations. The Group has various other financial assets and liabilities such as debtors,
deposits paid, and trade creditors, which arise directly from its operations.

The Group also enters into derivative transactions, including principally forward currency contracts. The
purpose is to manage the currency risks arising from the Group’s operations and its sources of finance.

The main risks arising from the Group’s financial instruments are cash flow interest rate risk, foreign currency
risk, credit risk and liquidity risk. The board reviews and agrees policies for managing each of these risks
and they are summarised below. The Group’s accounting policies in relation to derivatives are set out in
note 2.5 to the financial statements.

Cash flow interest rate risk
The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s interest-
bearing loans with floating interest rates.

The Group’s policy is to manage its interest cost by reducing its bank borrowings. The Group fully repaid its
interest-bearing loans during the year.

Foreign currency risk

The Group has transactional currency exposures. Such exposures arise from the sale and the investments in
foreign operations in currencies other than United States dollar and Hong Kong dollar. Approximately 48%
(2005: 48%) of the Group’s sales are denominated in currencies other than United States dollar and Hong
Kong dollar. It is the Group’s policy to enter into forward currency contracts to mitigate foreign exchange
risk arising from material transactions denominated in currencies other than United States dollar and Hong
Kong dollar.

At 31 March 2006, the Group had forward currency contracts with an aggregate nominal amount of
HK$185 million to manage its foreign currency risk in Singapore dollar and New Taiwan dollar.
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34. Financial risk management objectives and policies (continued)
Credit risk
The Group trades primarily in cash and major credit cards, and it is the Group’s policy to trade on credit
terms with recognised and creditworthy third parties only. In addition, receivable balances are monitored
on an ongoing basis and the Group’s exposure to bad debts is not significant.

The Group places cash and cash equivalents with reputable banks to minimise the credit risk thereof.

The credit risk of the Group's other financial assets, arises from default of the counterparty, with a maximum
exposure equal to the carrying amount of these instruments.

Liquidity risk

The Group’s objective is to maintain a balance between continuity of funding and flexibility by keeping
adequate credit facilities from banks. The Group has credit facilities from banks of HK$455 million and only
HK$24 million was utilised as at 31 March 2006.
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35. Comparative amounts /5. LBHF
As further explained in notes 2.2 and 2.4 to the financial statements, due to the adoption of new HKFRSs INEF TSR MATE2.2 22 AFTFFIL - ARAFEEERMATES
during the current year, the accounting treatment and presentation of certain items and balances in the WMISERER - BB mERTPETIERE RESRZ ST RERS
financial statements have been revised to comply with the new requirements. Accordingly, certain prior HAXLEAELIER] - AREHFAE - Bt - XEBE2ED
year and opening balance adjustments have been made and certain comparative amounts have been BTEFRFVERAR  UHETEREEEFSIBERE
reclassified and restated to conform with the current year’s presentation and accounting treatment. FOlER - UREARFEZEWMEGHRERR °

36. Approval of the financial statements 36. i Hmzk 2L A&
The financial statements were approved and authorised for issue by the board of directors on 18 July 2006. EERERZTRFEL AT /\BH#EREEZMGARMG

k-
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