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Time Easy EREENS 113,150,000 - 26.50
fE A (GESY)

B TEBRNHERAT Sy EEER 192,000,000 - 44.96
=9)) NG| GEX)

Wealthplus Holdings Limited SR EERS 192,000,000 — 44.96
(IWealthplus]) AR (FitsE2)

Wt T (@) BRAF] Sy EERER 192,000,000 - 44.96
(Ms7el) NG| GEX)

Pou Hing Industrial Co. Ltd. Sy REER 192,000,000 — 44.96
(TPou Hing]) NG GES)

Great Pacific Investments BRBEAN 192,000,000 — 44.96
Limited ( [ Great Pacific]) EUN (FzE2)
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Consolidated Income Statement

= A S
/2\\/ = HQ fi

(Year ended 31 March 2007)
(BE-TTLHE=A=1+—HILFE)

Notes 2007 2006
B 5 —EBELE —ETRF
HK$’000 HK$’000
FET F&T
REVENUE EERA 5 519,103 519,310
Cost of sales HE KA (387,006) (393,677)
Gross profit E A 132,097 125,633
Other income and gains H Al A & Wz 5 8,085 7,634
Selling and distribution costs HE R HK A (5,117) (5,139)
Administrative expenses THER (48,583) (36,047)
PROFIT BEFORE TAX B B A0 3% A 6 86,482 92,081
Tax IR 9 (8,763) (14,670)
PROFIT FOR THE YEAR ATTRIBUTABLE TO AATRERLEAEMN
EQUITY HOLDERS OF THE COMPANY FEERA 10 77,719 77,411
DIVIDENDS BRE 11
Interim HHARR B 25,620 25,620
Proposed final ¥R KHIIR S 25,620 25,620
51,240 51,240
HK cents HK cents
Al Al
EARNINGS PER SHARE ATTRIBUTABLE AATFEERREZEA
TO ORDINARY EQUITY EtsRAER
HOLDERS OF THE COMPANY 12
Basic BN 18.2 18.1
Diluted e N/ATE A N/AT 3

B (B R AR AR

—zzteeg Bl



Consolidated Balance Sheet

MeBERER

(31 March 2007)
—ETLF=A=+—H)

Notes 2007 2006
B 5 —EBETLHF ZTERF
HK$’000 HK$’000
FER F& T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M BERERE 13 202,895 197,010
Prepaid land lease payments A L& 08 14 66,056 58,093
Prepayments and deposits for M- -BERZEZ
property, plant and equipment ENRERZS 15, 29(i) 854 12,141
Total non-current assets ERBEERE 269,805 267,244
CURRENT ASSETS RBEE
Inventories TE 17 52,002 31,445
Accounts and bills receivable JE U AR 3k e BRI 18 58,593 51,845
Prepayments, deposits and TERNRIE e RHEA
other receivables fE W FRIE 5,886 3,293
Pledged deposits ERireE 19 5,518 10,105
Cash and cash equivalents HekReEBEEE 19 252,648 215,117
Total current assets mEAEERLE 374,647 311,805
CURRENT LIABILITIES REEE
Accounts and bills payable EAERREE 20 29,662 13,285
Accrued liabilities and other payables FEET B B & H th FE 1 3B 25,798 16,422
Tax payable FET B IE 13,922 17,202
Total current liabilities mEAERE 69,382 46,909
NET CURRENT ASSETS REBEEFRE 305,265 264,896
TOTAL ASSETS LESS CURRENT LIABILITIES B2 EZLEHIRABERE 575,070 532,140
NON-CURRENT LIABILITIES ERBEE
Deferred tax liabilities BRI IEEE 22 1,252 1,802
Net assets BEFE 573,818 530,338
EQUITY =N
Issued capital 21T A 23 4,270 4,270
Reserves 1 25 543,928 500,448
Proposed final dividend R AKHI S 11 25,620 25,620
Total equity BABIE 573,818 530,338

Chung Yuk Sing

EBH

Director

EF
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Tsang Sau Fan
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Director
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Consolidated Statement of Changes in

—H— A4
% Z N II\I:III\

(Year ended 31 March 2007)

Hﬁ/“\

VN

2R

(BE—ZZLF=A=+—HLFE)

Equity

Issued Share  Capital Statutory Exchange Asset  Retained Proposed Total
capital  premium  reserve  surplus fluctuation revaluation profits final
Notes account reserve  reserve  reserve dividend
Rt EE Ex BE B
i CRORE RER  EARE BRHEG RDEFE EMRF EREN  AHRS @
HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Tér TExr  TEr  TEr  TEnr  FTAr  TEnr  FEn TEn
(Note 25)  (Note 25)
(W32s)  (M32s)
At 1 April 2005 RZZZREMA-A 4270 359,932 (229) 5,396 (2,616) 957 103,972 25,620 497,302
Surplus on revaluation EftRH 13 - - - - - 2,759 - - 2,759
Deferred tax charged BNk ZETHE 2 - - - - = (89) = = (89)
Exchange realignment BHBE - - - - 4353 - - - 4353
Realisation on disposal R EAELE
of availablefor-sale RERER
investments - - - - - (158) - - (158)
Total income and expenses ERRERTEINNZAE
recognised directly
in equity - - - - 4,353 2,512 - - 6,865
Profit for the year ERET) - - - - - - TTM - T
Total income and expense ERlzER
for the year - - - - 4,353 2512 77411 - 84216
Transfer to reserve BRERE - - - 335 (335) - -
Final 2005 dividend declared BER-ZERERHRE - - - - - - - (25620) (25,620)
Interim 2006 dividend “EENER RS 11 - - - - - - (25,620) - (25,620)
Proposed final 2006 dividend BE-_SEAEXHRE 11 - - - - - - (25620) 25,620 -
At 31 March 2006 and 4270 359,932* (229 5,731* 1,737 3469* 129,808* 25,620 530,338
1 April 2006
Surplus on revaluation 3 13 - - - - - 4,672 - - 4,672
Deferred tax charged BNk ZERRE 22 - - - - - (297) - - (297)
Exchange realignment BHBE - - - - 1262 - - - 1262
Total income and expenses ERRERTERNNT AR
recognised directly
in equity - - - - 12,626 4,375 - - 17,001
Profit for the year FREF - - - - - - 71,719 - 71,719
Total income and expense ER% AT
for the year - - - - 12,626 4,375 77,719 - 94,720
Transfer to reserve SRERE - - - 524 - - (5214) - -
Final 2006 dividend declared BER-EEAEXERE - - - - - - - (25620) (25620)
Interim 2007 dividend “ETLERERE 1 - - - - - - (25620 - (25620)
Proposed final 2007 dividend RE-SSLERDRE 11 - - - - - - (25620) 25,620 -
At 31 March 2007 R-EELEZA=1-H 4,210 359,932% (229 10,945  14,363* 7.844% 151,073% 25,620 573,818
* These reserve accounts comprise the consolidated reserves of HK$543,928,000 * ZEREREOEIENAEBGAEERBRAN LA G

(2006: HK$500,448,000) in the consolidated balance sheet of the Group.

543,928,000/ 7T (= T Z /<4 : 500,448,000/ 7T) ©

B (BR) ZERAR AR

“TELEER

53



Consolidated Cash Flow Statement

=IAN Ay = —1 %%
WK SIREn=E
(Year ended 31 March 2007)
(BE—ZFTLH=A=1+—-RALLFE)

Notes 2007 2006
B 5 —EZTtHF —EEREF
HK$’000 HK$’000
FERT FAT
CASH FLOWS FROM OPERATING ACTIVITIES K& XKELECHERE
Profit before tax B B4 Al s 86,482 92,081
Adjustments for: WATIEB A%
Bank interest income RITF B U A 5 (7,764) (6,503)
Gain on redemption of BRI HEHERE
available-for-sale investments 2 W as 5 - (215)
Gain on disposal of items of HEME BE K&
property, plant and equipment BB 2 W 5 - (116)
Write-off of items of property, MR E K&
plant and equipment HEIEE 6 819 =
Depreciation e 6 26,310 20,914
Amortisation of prepaid land lease TEA i A & IR B 5
payments 6 1,698 1,117
107,545 107,278
Decrease/(increase) in inventories TFERL () (20,557) 16,247
Increase in accounts and bills receivable FEUBR IR R R HRAE N (6,748) (13,288)
Decrease/(increase) in prepayments, FERNRE e RHEA
deposits and other receivables FEWRIBIR D () (2,270) 3,246
Increase/(decrease) in accounts and EAERREE
bills payable G A) 16,377 (2,924)
Increase/(decrease) in accrued liabilities FEAT B & R H b AT
and other payables SIER A, CRLD) 9,376 (4,038)
Cash generated from operations BEELEZRS® 103,723 106,521
Dividends paid EEREEEN (51,240) (51,240)
Hong Kong profits tax paid BENEBFERH (13,867) (10,495)
Overseas tax refunded/(paid) RE/(Bf) BHINEE 977 (2,715)
Net cash inflow from operating activities KEEKEEZRESRANFE 39,593 42,071
CASH FLOWS FROM INVESTING ACTIVITIES REZHELXZ2HERE
Proceeds from redemption of FE Bl ] 4t S 18 B TS5 U
available-for-sale investments - 4,584
Proceeds from disposal of items of HEWE -BE RKEIEE
property, plant and equipment FT 5 3878 - 911
Purchases of items of property, BEWE -BRE X
plant and equipment HEIEE 13, 15 (15,506) (119,443)
Purchase of prepaid land lease payments BEREMLTHHES K 14, 15 (3,014) (29,596)
Prepayments and deposits for property, BEME WELEEZ
plant and equipment ENRERZS 15 (854) (12,141)
Decrease/(increase) in non-pledged BARTIHBEZR
deposits with original maturity of =@AZIEEREFER
over three months when acquired w, (3Ehn) 19 (106,731) 231,397
Decrease/(increase) in pledged deposits EIRFEFORL () 19 4,587 (4,587)
Interest received SR EIPSN 7,764 6,503
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Consolidated Cash Flow Statement (continued)

melRengx (B)
(Year ended 31 March 2007)
(BE-TTLHE=A=1+—HILEFE)

Notes 2007 2006
Bt 5 —EBELE —ETRF
HK$’000 HK$’000
FER F&T
Net cash inflow/(outflow) from REEZHEEZRE
investing activities WA O ) 3 E (113,754) 77,628
NET INCREASE/(DECREASE) IN CASH AND H&¢KkEE£ZEHEHR
CASH EQUIVALENTS #i GEd) BE (74,161) 119,699
Cash and cash equivalents at FHzRekBEELEMEER
beginning of year 215,117 91,479
Effect of foreign exchange rate changes, net [EX & &)~ 2 &£ /5E 4,961 3,939
CASH AND CASH EQUIVALENTS AT END FRZBAERRE
OF YEAR £EEHE 145,917 215,117
ANALYSIS OF BALANCES OF CASH AND BERBASEEEEZ
CASH EQUIVALENTS Fh ki
Cash and bank balances BeRBTER 19 82,302 41,692
Non-pledged time deposits with original RETEIHER DR 19
maturity of less than three months ={@AzIEEM
when acquired EHF R 63,615 173,425
145,917 215,117

B (B R AR AR

= -



Balance Sheet

BEARE

(31 March 2007)
—ETLF=A=+—H)

Notes 2007 2006
M 3E —EELHF —ETRF
HK$’000 HK$’000
FET F& T
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries KRB RA ZZE 16 43,368 43,368
CURRENT ASSETS REEE
Due from subsidiaries JE U Bt B8 A B3R 1A 16 236,865 289,375
Prepayments, deposits and ENRE-ZER
other receivables H fth JE e FR B 1,728 16
Cash and cash equivalents HekReEBEEE 19 106,883 104,227
Total current assets MEBEERE 345,476 393,618
CURRENT LIABILITIES REEE
Accrued liabilities BB’ 140 140
NET CURRENT ASSETS REBEEFRE 345,336 393,478
Net assets BEFE 388,704 436,846
EQUITY =N
Issued capital B 1T A 23 4,270 4,270
Reserves & 25 358,814 406,956
Proposed final dividend R AKHI S 11 25,620 25,620
Total equity BN E 388,704 436,846

Chung Yuk Sing
E5H
Director

EF

56 Eagle Nice (International) Holdings Limited Annual Report 2007

Tsang Sau Fan
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Notes to Financial Statements

B 5 R B

(31 March 2007)

—==

2.1

+FE=A=+—H)

Corporate Information

The Company is a limited liability company incorporated in the
Cayman Islands. The principal place of business of the Company
is located at Units 0902-0903 and 0905-0906, 9/F, Tower B,
Regent Centre, 70 Ta Chuen Ping Street, Kwai Chung, New
Territories, Hong Kong.

The Group’s principal activities are the manufacture and trading
of sportswear and 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 buildings, which have been
measured at fair value. These financial statements are
presented in Hong Kong dollars (“HK$”) and all values are
rounded to the nearest thousand, 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 2007. 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.

21

DREH
ARBRNFSES MK 2 BRAT] A
RAlZ T EEE BN E B REOBT
FEET70%R B S h /L BEE LI£0902-0903 EF &
0905-0906 % °

AEBZTEXBREEREEESIREK
7o

i I B2

WEFBRRBIBRET GRS RMZ
BB BREER ([FEMBRELER])
(A BREE A Gt ER ([BERGE
A1) ki) R ARG RAUREERF
0] 2 BFE R A 5l o BRIB T AR FER &
S BE A TS TR AR AR SE PR AN AR AR < BR
BREPAIN I IHRRIAET (ET]) 251
M EESNERAESZELZ Thie

REEE
SEMBRRBEARRLEMBLAREE
R F= A=+ HITFE 2 MB®RKR.
M A B2 AR IA B 1B A H - BIARER EEUS
2l ARAR S At E WA BB L
RIAESF AT A AEBEE TS AR ZHMAE
EAR G MBS EA R B R -
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Notes to Financial Statements (continued)

FITSImRME (&

(31 March 2007)

(Z2Z+E=A=+—1)

2.2

58

Impact of New and Revised Hong Kong Financial
Reporting Standards

The Group has adopted the following new and revised HKFRSs
for the first time for the current year’s financial statements. The
adoption of these new and revised standards and interpretations
has had no material effect on these financial statements.

HKAS 21 Amendment

HKAS 39 & HKFRS 4

Net Investment in a Foreign Operation

Financial Guarantee Contracts

Amendments

HKAS 39 Amendment

HKAS 39 Amendment

HK(IFRIC)-Int 7

Cash Flow Hedge Accounting of
Forecast Intragroup Transactions
The Fair Value Option

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

The principal changes in accounting policies are as follows:

(a)

HKAS 21 The Effects of Changes in Foreign
Exchange Rates

Upon the adoption of HKAS 21 Amendment regarding a
net investment in a foreign operation, all exchange
differences arising from a monetary item that forms part
of the Group’s net investment in a foreign operation are
recognised in a separate component of equity in the
consolidated financial statements irrespective of the
currency in which the monetary item is denominated. This
change has had no material impact on these financial
statements as at 31 March 2007 and 31 March 2006.
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2.2

Impact of New and Revised Hong Kong Financial

Reporting Standards (continued)

(b) HKAS 39 Financial Instruments: Recognition

and Measurement
(i) Amendment for financial guarantee contracts

In prior years, financial guarantees provided by the
Company to various banks in connection with the
bank loans and other banking facilities granted to
its subsidiaries were disclosed as contingent
liabilities. Upon the adoption of this amendment,
the scope of HKAS 39 has been revised to require
financial guarantee contracts issued that are not
considered insurance contracts to be recognised
initially at fair value and to be remeasured at the
higher of the amount determined in accordance
with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets and the amount initially
recognised less, when appropriate, cumulative
amortisation recognised in accordance with HKAS
18 Revenue. The Group had assessed all the
relevant financial guarantee contracts and
concluded that this amendment has had no
material impact on these financial statements.

(ii) Amendment for cash flow hedge accounting of
forecast intragroup transactions
This amendment has revised HKAS 39 to permit
the foreign currency risk of a highly probable
intragroup forecast transaction to qualify as a
hedged item in a cash flow hedge, provided that

the transaction is denominated in a currency other

than the functional currency of the entity entering
into that transaction and that the foreign currency
risk will affect the consolidated income statement.
As the Group currently has no such transactions,
the amendment has had no effect on these
financial statements.

(iii) Amendment for the fair value option
This amendment has changed the definition of a
financial instrument classified as fair value
through profit or loss and has restricted the use
of the option to designate any financial asset or
any financial liability to be measured at fair value
through the income statement. The Group had not
previously used this option, and hence the
amendment has had no effect on these financial
statements.
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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:

HKAS 1 Amendment Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HKFRS 8 Operating Segments

HK(IFRIC)-Int 8 Scope of HKFRS 2

HK(IFRIC)-Int 9 Reassessment of Embedded
Derivatives

HK(IFRIC)-Int 10 Interim Financial Reporting and
Impairment

HK(IFRIC)-Int 11 HKFRS 2 — Group and Treasury Share

Transactions

HK(IFRIC)-Int 12 Service Concession Arrangements

HKAS 1 Amendment shall be applied for the accounting period
beginning on 1 April 2007. The revised standard will affect the
disclosures on qualitative information about the Group’s
objectives, 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 shall be applied for the accounting period beginning on
1 April 2007. The standard requires disclosures that enable
users of the financial statements to evaluate the significance of
the Group’s financial instruments and the nature and extent of
risks arising from those financial instruments.

HKFRS 8 shall be applied for the accounting period beginning on
1 April 2009. The standard requires the disclosure of
information about the operating segments of the Group, the
products and services provided by the segments, the
geographical areas in which the Group operates, and revenues
from the Group’s major customers. This standard will supersede
HKAS 14 Segment Reporting.
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2.3

2.4

Impact of Issued But Not Yet Effective Hong Kong
Financial Reporting Standards (continued)

HK(IFRIC)-Int 8, HK(IFRIC)-Int 9 and HK(IFRIC)-Int 10 shall be
applied for the accounting period beginning on 1 April 2007; and
HK(IFRIC)-Int 11 and HK(IFRIC)-Int 12 shall be applied for the
accounting period beginning on 1 April 2008.

The Group is in the process of making an assessment of the
impact of these new and revised HKFRSs upon initial application.
So far, it has concluded that while the adoption of HKAS 1
Amendment, HKFRS 7 and HKFRS 8 may result in new or
amended disclosures, these new and revised HKFRSs will not
have any significant impact on the Group’s results of operations
and financial position.

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 investments in subsidiaries are stated at cost
less any impairment losses.

Impairment of non-financial assets other than goodwill
Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories and financial assets), 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.

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.
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Summary of Significant Accounting Policies 2.4
(continued)

Impairment of non-financial assets other than goodwill
(continued)

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:

(a) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) 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;

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

() 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

(g) the party is a post-employment benefit plan for the

benefit of the employees of the Group, or of any entity
that is a related party of the Group.
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2.4

Summary of Significant Accounting Policies
(continued)

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, 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.

Valuations are performed frequently enough to ensure that the
fair value of a revalued asset does not differ materially from its
carrying amount. Changes in the values of property, plant and
equipment are dealt with as movements in the asset revaluation
reserve. If the total of this reserve is insufficient to cover a
deficit, 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 asset revaluation reserve realised in
respect of previous valuations is transferred to retained profits
as a movement in reserves.

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:

Buildings
Leasehold improvements

2% to 15%

Over the lease terms or 20%,
whichever is shorter

Plant and machinery 10% to 20%

Furniture, fixtures, equipment 20%
and motor vehicles

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.
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Summary of Significant Accounting Policies
(continued)

Property, plant and equipment and depreciation
(continued)

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.

Construction in progress represents leasehold improvements and
renovation works in progress, which is stated at cost less any
impairment losses, and is not depreciated. Cost comprises the
direct costs of construction during the period of construction.
Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed and
ready for use.

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect the
purchase and financing. Assets held under capitalised finance
leases are included in property, plant and equipment, and
depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such
leases are charged to the income statement so as to provide a
constant periodic rate of charge over the lease terms.

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 the 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.
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2.4

Summary of Significant Accounting Policies
(continued)

Investments and other financial assets

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, that is, the date that the Group
commits to purchase or sell 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.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Such assets are subsequently carried at amortised cost
using the effective interest method. Amortised cost is calculated
taking into account any discount or premium on acquisition and
includes fees that are an integral part of the effective interest
rate and transaction costs. 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.

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 at the balance sheet
date.
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Summary of Significant Accounting Policies 2.4
(continued)

Impairment of financial assets

The Group assesses at each balance sheet date whether there

is any objective evidence that a financial asset or a 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 the
income statement.

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.

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.
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2.4

Summary of Significant Accounting Policies
(continued)

Derecoghnition of financial assets

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

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

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

the Group has transferred its rights to receive cash flows
from the asset and 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 rights 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.

Financial liabilities at amortised cost

Financial liabilities including trade payables and other payables
are initially stated at fair value less directly attributable
transaction costs and are subsequently measured at amortised
cost, using the effective interest method unless the effect of
discounting would be immaterial, in which case they are stated
at cost.

Gains and losses are recognised in the income statement when
the liabilities are derecognised as well as through the
amortisation process.
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2.4

68

Summary of Significant Accounting Policies
(continued)

Derecoghnition of financial liabilities

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 different 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 the
income statement.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis and, in
the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of
overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion and
disposal.

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, which are not restricted as to use.

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 on the amount of the obligation.

Eagle Nice (International) Holdings Limited Annual Report 2007
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2.4

Summary of Significant Accounting Policies
(continued)

Provisions (continued)

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:

where the deferred tax liability 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

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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2.4

70

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 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:

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

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 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 recognhised to the extent that it
is probable that sufficient 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.

Eagle Nice (International) Holdings Limited Annual Report 2007
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2.4

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:

(i) from the sale of goods and samples, 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;
and

(i) interest income, on an accrual basis using the 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.

Employee benefits

Staff retirement schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for those
employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the income
statement as they become payable in accordance with the rules
of the MPF Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully
with the employees when contributed into the MPF Scheme.

In addition, the Group also operates a defined contribution
retirement benefits scheme (the “Retirement Scheme”) for those
employees who are eligible to participate in the Retirement
Scheme. Contributions to the Retirement Scheme are charged to
the income statement as incurred. The Retirement Scheme
operates in a similar way to the MPF Scheme, except that when
an employee leaves the Retirement Scheme before his/her
interest in the Group’s employer contributions vests fully, the
ongoing contributions payable by the Group are reduced by the
relevant amount of the forfeited employer contributions.
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2.4

72

Summary of Significant Accounting Policies 2.4
(continued)

Employee benefits (continued)

Staff retirement schemes (continued)

The employees of the 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 make contributions for its employees who are
registered as permanent residents in Mainland China. The
contributions are charged to the income statement as they
become payable in accordance with the rules of the central
pension scheme.

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 and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.

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 the income statement.
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.

Eagle Nice (International) Holdings Limited Annual Report 2007
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2.4

Summary of Significant Accounting Policies
(continued)

Foreign currencies (continued)

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 the
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.

Significant Accounting Judgement and Estimate
Judgement

In the process of applying the Group’s accounting policies,
management has made the following judgement, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Impairment of assets

In determining whether an asset is impaired or whether the
event previously causing the impairment no longer exists, the
Group has to exercise judgement in the area of asset
impairment, particularly in assessing: (1) whether an event has
occurred that may affect the asset value, or such an event
affecting the asset value has not been in existence; (2) whether
the carrying value of an asset can be supported by the net
present value of future cash flows, which are estimated based
upon the continued use of the asset; and (3) the appropriate key
assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate. Changing the assumptions selected by
management to determine the level of impairment, including the
discount rates or the growth rate assumptions in the cash flow
projections, could have a material effect on the net present
value used in the impairment test.
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Significant Accounting Judgement and Estimate
(continued)

Estimation uncertainty

The key assumption concerning the future and other key sources
of estimation uncertainty at the balance sheet date, that has a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year,
is discussed below.

Estimation of fair value of its buildings

As described in note 13, the buildings were revalued at the
balance sheet date on a market value existing state basis by
independent professional valuers. Such valuations were based
on certain assumptions, which are subject to uncertainty and
might materially differ from the actual results. In making the
judgments, the Group considers information from current prices
in an active market for similar properties and uses assumptions
that are mainly based on market conditions existing at each
balance sheet date.

Segment Information

Segment information is presented by way of the Group’s primary
segment reporting basis, by geographical segment. No further
business segment information is presented as the Group is
solely engaged in the manufacture and trading of sportswear and
garments.

Each of the Group’s geographical segments, based on the
location of customers (the destination of sales), represents a
strategic business unit that offers products to customers located
in different geographical areas which are subject to risks and
returns that are different from those of the other geographical
segments. The Group’s customer-based geographical segments
are as follows:

(a) Mainland China
(b) Japan

(c) South Korea
(d) Hong Kong

(e) Others

In addition, segment assets and capital expenditure are further
analysed by the geographical location of the assets (the origin of
sales), where the Group’s assets are located in different
geographical areas from its customers and segment revenue
from external customers or segment assets are 10% or more of
the Group’s total amount. There are two asset-based
geographical segments, namely Mainland China and Hong Kong.

Eagle Nice (International) Holdings Limited Annual Report 2007
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(i)

4. Segment Information (Continued) 4. PEER @)
Geographical segments based on the location of (i) REFAEHESE
customers
The following tables present revenue, profit and certain TRENBEZE_ZETLFR_TEN
asset, liability and expenditure information for the F= A=+ —HIEFEREF{EH
Group’s geographical segments for the years ended 31 B3 B R R TEE
March 2007 and 2006. BERRAZZER-.
Group - 2007 rEE-—ZZtF
Mainland South Hong Consolid-
China Japan Korea Kong Others ated
FE KR Az HE EB HinE 28
HK$’000 HKS$'000 HKS$’000 HKS$'000 HKS$'000 HKS$'000
TEx TEBx TEzx TEx TEx TE=xn
Segment revenue: i L-E Y ON
Sales to external customers HETIHIARKP 297,097 115,353 33,079 14,621 58,953 519,103
Segment results EES 77,008 28,930 7,427 3,858 14,874 132,097
Interest and other unallocated FERHEAM
income AABERA 8,085
Unallocated expenses AOERER (53,700)
Profit before tax BR % A1 A 86,482
Tax IR (8,763)
Profit for the year attributable to ARAREREEA
equity holders of the Company BEEERF 71,719
Segment assets ABEE 220,437 71,534 18,737 9,922 41,838 362,468
Unallocated assets AOEREE 281,984
644,452
Segment liabilities HEEE 10,729 10,249 2,106 1,531 10,047 34,662
Unallocated liabilities *oEAaRE 35,972
70,634
Other segment information: oA R
Depreciation and amortisation WEREH 11,541 4,481 1,285 568 2,290 20,165
Unallocated amounts AoELE 7,843
28,008
Capital expenditure BARHEY 17,077 6,630 1,901 840 3,389 29,837
Unallocated amounts AOEEE 824
30,661

BE(ER) ZREEAT —E=r54% 1D
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4. Segment Information (Continued) 4. DEER®
(i) Geographical segments based on the location of (i) REFMEHESE @)
customers (continued)
Group - 2006 AREFH - —TTF
Mainland South Hong Consolid-
China Japan Korea Kong Others ated

IEN LS SR HE BE Attt )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TErL FEx TExT TEx TRz TE=n

Segment revenue: PEEERA:

Sales to external customers HETHRER 255,083 161,243 44,302 15,902 42,780 519,310
Segment results NEEE 66,689 36,127 10,184 3,610 9,023 125,633
Interest and other unallocated FEREAM

income RABBA 7,634
Unallocated expenses APOEER (41,186)
Profit before tax BR 5% A& 92,081
Tax I (14,670)
Profit for the year attributable to AARREREA

equity holders of the Company JE 15 4 ) A 77,411
Segment assets NEEE 146,294 78,655 24,659 7,223 22,300 279,131
Unallocated assets APBEE 299,918

579,049
Segment liabilities NEEE 3,366 4,470 2,302 378 2,769 13,285
Unallocated liabilities APEEE 35,426
48,711

Other segment information: HipnlaEs:
Depreciation and amortisation WEREH 6,539 4,134 1,136 408 1,096 13,313
Unallocated amounts ADEEE 8,718
22,031
Capital expenditure ENER 82,101 51,898 14,259 5,118 13,770 167,146
Unallocated amounts ADEEE 26,322

193,468
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(ii)

4. Segment Information (Continued) 4. DEER®
Geographical segments based on the location of (i) REEFEHESE
assets
Mainland
China Hong Kong Consolidated
o B K FE 58 wme
HK$’000 HK$’000 HK$’000
FET TH&T FET
Group — 2007 rEE-—ZSZTLHF
Segment assets as R-ZEZTLF=H
at 31 March 2007 =+—HzZHBEE 312,099 50,369 362,468
Unallocated assets APBEE 281,984
644,452
Capital expenditure EARAX 27,441 2,396 29,837
Unallocated amounts APBLEE 824
30,661
Group — 2006 AREBE-—ZTTRF
Segment assets as R-ZFEZRF=H
at 31 March 2006 =t+—HzZBEE 264,093 15,038 279,131
Unallocated assets APBEE 299,918
579,049
Capital expenditure BEARRZ 167,146 = 167,146
Unallocated amounts APBLEE 26,322
193,468
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78

Revenue, Other Income and Gains

Revenue, which is also the Group’s turnover, represents the net
invoiced value of goods sold, after allowances for returns and
trade discounts. All significant intra-group transactions have

been eliminated on consolidation.

An analysis of the Group’s revenue, other income and gains is as

BRI H AR K Y
BRWABASE 2 &8 DIEHREER
FMEBER M ERFE-AKERRHEAA
BEARZENGREIRE KHHE

AREBERWA  EMURA RS2 DT

follows: ™
2007 2006
—E2ELHE —EETRF
HK$’000 HK$’000
FET F& T
Revenue EERA
Sale of goods EmiHE 519,103 519,310
Other income Hib g A
Bank interest income RITH B HA 7,764 6,503
Others EHAh 321 800
8,085 7,303
Gains W 2=
Gain on redemption of BRI E8E 2 W
available-for-sale investments - 215
Gain on disposal of items of HEWE BE R&E 2 WE
property, plant and equipment - 116
- 331
Other income and gains H Al A & Wz 8,085 7,634

Eagle Nice (International) Holdings Limited Annual Report 2007
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6. Profit Before Tax

The Group’s profit before tax is arrived at after charging/

BR B A2 A

AEBBRHADEM R GEA) FHI&HA:

(crediting):
2007 2006
—EELHF ZETRF
HK$’000 HK$’000
FER FAT
Cost of inventories sold BEEFEKA 387,006 393,677
Auditors’ remuneration 1% £ R B & 1,100 1,030
Depreciation (Note 13)* e (FaEa3) * 26,310 20,914
Amortisation of prepaid land TE T A ERIE G (M aE14) *
lease payments (Note 14)* 1,698 1,117
Employee benefits expenses EEJEE MRAZ (TERESHE -
(excluding directors’ MEFET) -
remuneration — Note 7):
Wages and salaries TERF® 97,237 84,168
Pension scheme contributions BN FTEIHE R (EEHEKETE
(defined contribution schemes) 3,717 2,338
Less: Forfeited contributions A BRI (85) (114)
Net pension scheme contributions BIRSFTEIERFE 3,632 2,224
Total employee benefits expenses* BEESRMAZ* 100,869 86,392
Minimum lease payments under THREFLEEHE 2 &K
operating leases in respect of M+
land and buildings* 2,250 3,097
Write-off of items of property, WEE - BB R R HIEE
plant and equipment 819 -
Foreign exchange differences, net BN E=RFHE 4,022 1,558
£ Included in the respective balances are the following amounts which are * BHEEHTREATHA LT EECETER
also included in cost of inventories sold disclosed above: K2 e
2007 2006
—EELHF ZETRF
HK$’000 HK$’000
FER FAT
Depreciation e 14,957 12,855
Amortisation of prepaid land TE A L 7 & FRIE 5
lease payments 920 458
Employee benefits expenses EERAMAX 83,474 73,102
Minimum lease payments under THREFKERE 2
operating leases in respect of TIEB LMK
land and buildings 2,028 3,056

BE(ER) ERERAT —E=ra5% 19
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Directors’ remuneration

Directors’ remuneration for the year, disclosed pursuant to the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) and Section 161 of

the Hong Kong Companies Ordinance, is as follows:

EEMe
AEEEESHMSRBEBTBHERIMERA
Al LR ([ EARAL) REB AR
B 16115 ERANT :

Group
rEE
2007 2006
—EELF —TENF
HK$’000 HK$’000
FHExT FHET
Fees e 360 430
Other emoluments: HEi & -
Salaries, allowances and e EUEREWMER
benefits in kind 3,120 2,558
Performance related bonuses B R IR A IR TEAT 620 860
Pension scheme contributions RIS FT B 180 162
3,920 3,580
4,280 4,010
(a) Independent non-executive directors (a) BIFHTEE

The fees paid to independent non-executive directors

FANTFEIERTESTZHREN

during the year were as follows: B
2007 2006
ZBEtF —ZETRF
HK$’000 HK$’000
TET TET
Mr. Chan Cheuk Ho RERSLE 120 120
Mr. Li Chi Chung L E 120 120
Mr. Cheng Yung Hui, Tony B 5818 5 A 120 120
360 360

There were no other emoluments payable to the
independent non-executive directors during the year
(2006: Nil).
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7. Directors’ remuneration (Continued)

(b)

Executive directors and a non-executive director

7. EEME @)
(b) HITEER—BHFHTES

Salaries,
allowances Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions remuneration
e 2R BERE Eire

we BENEF HETEA Bt MeaEE
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
THERT THET THERT THET THET

2007 —EELF

Executive directors: WIES:
Mr. Chung Yuk Sing BEEAEE = 1,040 240 60 1,340
Mr. Chung Tung Sau FERBE T E - 780 180 48 1,008
Ms. Tsang Sau Fan ERTL = 1,300 200 72 1,572
- 3,120 620 180 3,920

2006 —ETRE

Executive directors: WITES:
Mr. Chung Yuk Sing EEAEE = 1,040 240 60 1,340
Mr. Chung Tung Sau FERE T E - 520 120 36 676
Ms. Tsang Sau Fan ERZL = 683 500 44 1,227
Ms. Tsang Yuk Ni Bzt = 315 = 22 337
- 2,558 860 162 3,580

Non-executive director: FHITES:

Mr. Ong Chor Wei THERE 70 = = = 70
70 2,558 860 162 3,650

There was no arrangement under which a director waived
or agreed to waive any remuneration during the year.

The directors’ remuneration shown above does not
include the estimated monetary value of the Group’s
owned premises provided rent-free to an executive
director, Mr. Chung Yuk Sing, during the year. The
estimated rental value of such accommodation was
HK$654,000 (2006: HK$718,000) for the year ended 31
March 2007.

REE A BT ESRENKR B REEM
Mz Zhke

LFFREEME T R BRERERNRRNITE
FEEAAERERENAEEEEDE Y
G EEE T EFE=A=1+—HItF
8% IETE 2t A 5654,0008 T (- &
T N4 718,000/ 7T) °

B @R mraEan —==rasn 81
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Five Highest Paid Employees

The five highest paid employees during the year included three
(2006: three) directors, details of whose remuneration are set
out in note 7 above. Details of the remuneration of the
remaining two (2006: two) non-director, highest paid employees
for the year are set out below:

LEREFMES

FR ALRESHFHERRE =4 (C2EA
Fi=R) ER AWRSFHOFBELAE L
METRE-RER BT84 (CTBAF: =
%) REMSNFEERENHEFHEOT:

Group

rEHE
2007 2006
—EELHF —ETRF
HK$’000 HK$’000
FER FHET

Salaries, allowances and e EEREWRER

benefits in kind 1,132 991
Performance related bonuses EAR IR BMATE AL 153 150
Pension scheme contributions BIREFT B R 76 57
1,361 1,198

The remuneration of each of the non-director, highest paid
employees for the years ended 31 March 2006 and 2007 fell
within the band of nil to HK$1,000,000.

Tax

Hong Kong profits tax has been provided at the rate of 17.5%
(2006: 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.

JTET BRI KA MR AR (“EN (Shantou)”), Shantou SEZ Far
East (International) Garments Factory Co., Ltd. (“FE (Shantou)”),
WECWEE)R K AR A (“YM (Shantou)”) and 4 & (1l 38 )& 7%
AR A A (“YY (Shantou)”) are entitled to be exempted from
corporate income tax in the People’s Republic of China (the
“PRC”) for the first two profit-making years and a 50% reduction
in the corporate income tax for the succeeding three years.
Moreover, under the relevant tax laws and regulations in
Mainland China, EN (Shantou), FE (Shantou), YM (Shantou) and
YY (Shantou) may set off losses incurred by them in a financial
year against profits made by them in the succeeding financial
year or years, subject to a maximum of five financial years.
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9. Tax (Continued)

BiE @)

According to the confirmation obtained by the Group from the
PRC tax bureau, the first profit-making year of both EN (Shantou)
and FE (Shantou) was the year ended 31 December 2002, and
the first profit-making year of YY (Shantou) was the year ended
31 December 2005.

RIS E R B RSHE 2 R B Ol
$) FAER OlisE) B EENFEEAEBE—
TEHF+_A=+—HIEFE M#HE Cl
) WEEENFERAABE—_TTAF T
A=t+—RHI-FE-

Group
rEE
2007 2006
—EELHF —EERF
HK$’000 HK$’000
FTHEx FH&T
Current tax charge for the year: REFERBELZ L
Hong Kong BB 5,229 4,534
Elsewhere H it 5 782 2,573
Underprovision of current tax in BEFERBERETR
respect of prior years 3,599 6,748
Deferred (Note 22) BT (Kt 3E22) (847) 815
Total tax charge for the year AEERBL LB 8,763 14,670

A reconciliation of the tax expense applicable to profit before tax
using the statutory rates to the tax expense at the effective tax
rates is as follows:

BRARAEEB R E 2B AR 2 B8
e R A R R AT E 2 BIA S 2 SR ER AR
™

Group
AEHE
2007 2006
—E2ELHE —TENF
HK$’000 HK$’000
FHERT FE T
Profit before tax B %4 A1 ) 86,482 92,081
Tax at the applicable rate to profit REBERBER AR ZEA
in the tax jurisdictions concerned M EFE2HIE 15,330 22,471
Lower tax rate for specific provinces  fB& 15 2 B K Fii =& (1,601) (7,383)
Income not subject to tax BERBBA (820) (3,580)
Expenses not deductible for tax AR HEE A 324 656
Adjustments in respect of current BRTEEMIBEL AR
tax of previous years 3,599 6,748
Lower tax rate due to tax holiday MGBEHBRIER X (10,458) (4,825)
Tax losses utilised from FABAFEZMIEERE
previous periods - (103)
Tax losses not recognised AERTIBEIE 2,024 1,291
Others Hit 365 (605)
Tax charge at the Group’s effective BRAEBERBEGE  HES Y
rate 8,763 14,670

BE(ER) ZREEAT —T=r55% 83
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10.

11.

12.

84

Profit for the Year Attributable to Equity Holders of 10.

the Company

The consolidated profit attributable to equity holders of the
Company for the year ended 31 March 2007 includes a profit of
HK$3,098,000 (2006: HK$54,172,000) which has been dealt
with in the financial statements of the Company (Note 25).

FATRERE ARG FESH

BIEF—ZES+tF=A=1+—HILFELRRT
MEAERE B AE(L AR A m ] 845 513,098,000
BT (TN :54,172,00087T) R
AR EHRE AR (izE25) ©

Dividends 11. KB
2007 2006
—EELHF —ETRF
HK$’000 HK$’000
FER FHET
Interim — HK6 cents (2006: HK6 cents) FHRR B - SREEREHEN
per ordinary share based on 427,000,000 (ZZTREFE 68(l) EBEET
(2006: 427,000,000) shares in issue 427,000,0000% (ZZZT X F:
427,000,0000%) B D5t & 25,620 25,620
Proposed final — HK6 cents BORKREIRE —SREMRGEL
(2006: HK6 cents) per ordinary share (ZEZRF681l) BT
based on 427,000,000 427,000,000/% (ZZZF /N4
(2006: 427,000,000) shares in issue 427,000,0000%) & 1p &t & 25,620 25,620
51,240 51,240

The proposed final dividend for the year is subject to the
approval of the Company’s shareholders at the forthcoming
annual general meeting.

Earnings Per Share Attributable to Ordinary Equity 12.

Holders of the Company

The calculation of basic earnings per share is based on the
profit for the year attributable to ordinary equity holders of the
Company for the year of HK$77,719,000 (2006:
HK$77,411,000), and 427,000,000 (2006: 427,000,000)
ordinary shares in issue during the year.

No diluted earnings per share is presented for both current and

last year as there are no dilutive potential ordinary shares in
existence during these years.
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13. Property, Plant and Equipment 13. YME-BERSZE
Group REER
31 March 2007 —EE+F=HA=+—H
Furniture,
fixtures,
equipment
Leasehold Plant and and motor
Buildings improvements machinery vehicles Total
HE RE£8.
BF MEEE BERE RERAE b
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000
TEx TER TER T#Ex TEx
Cost or valuation: PRk {fi (A :
At beginning of year F1 86,502 36,972 99,230 26,219 248,923
Additions NE 8,567 7,250 1,798 4,479 22,094
Surplus on revaluation EfAH 1,889 - - - 1,889
Write-off G| - (6,076) (1,557) - (7,633)
Exchange realignment EHAE 3,074 1,032 2,060 616 6,782
At 31 March 2007 RZEZTtF 100,032 39,178 101,531 31,314 272,055
=R=+-AH
Analysis of cost or valuation: RS EEDH:
At cost Bk AE - 39,178 101,531 31,314 172,023
At 31 March 2007 valuation BN _ZTL+F 100,032 - - - 100,032
ZRA=t+-RAzfE
100,032 39,178 101,531 31,314 272,055
Accumulated depreciation: 2EME:
At beginning of year F1 - 13,513 30,331 8,069 51,913
Provided during the year FRERE 2,783 5,920 13,330 4,277 26,310
Write-off G| - (5,257) (1,557) - (6,814)
Write-back of revaluation B E# (2,783) - - - (2,783)
Exchange realignment RS - 129 329 76 534
At 31 March 2007 RZEZTtF
=A=t+—-"A - 14,305 42,433 12,422 69,160
Net book value: EmFE:
At 31 March 2007 RZZELF
EHETF=F 100,032 24,873 59,098 18,892 202,895
Bx @R RRERAT —22irssg 85
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13. Property, Plant and Equipment (continued) 13. YME-BERSZE @)
Group AEE
31 March 2006 —EERF=A=1+—H
Furniture,
fixtures,
equipment
Leasehold Plant and and motor ~ Construction
Buildings  improvements machinery vehicles in progress Total
g HE%XE.
BT NEEE KERE RERAE EEIR @it
HK$'000 HK$'000 HK$'000 K$'000 HK$'000 HK$'000
FHL FEL FEL FHL FHL FHL
Cost or valuation: RAFEE:
At beginning of year ) 12,939 13,210 42,319 10,367 7,437 86,272
Additions NE 72,317 8,805 57,889 10,343 14,518 163,872
Surplus on revaluation EffRH 1,184 = = = = 1,184
Transfers E3 - 15,991 - 5,964 (21,955) -
Disposals irf = - (1,080) (1,200) (500) - (2,780)
Exchange realignment EHAE 62 46 222 45 - 375
At 31 March 2006 i 86,502 36,972 99,230 26,219 - 248,923
=A=t+-H
Analysis of cost or valuation: KA ER
At cost BRKAE = 36,972 99,230 26,219 - 162,421
At 31 March 2006 valuation BRZZENE 86,502 - - - - 86,502
SR=t+-BeRE
86,502 36,972 99,230 26,219 - 248,923
Accumulated depreciation: ZRME:
At beginning of year ) - 9,760 19,764 4,954 - 34,478
Provided during the year FEREE 1,575 4,653 11,372 3,314 - 20,914
Write-back of disposals HERR = (911) (867) (207) - (1,985)
Write-back of revaluation EffE# (1,575) - = = - (1,575)
Exchange realignment EHAE - 1 62 8 - 81
At 31 March 2006 RZZTRE - 13,513 30,331 8,069 - 51,913
=F=1-H
Net book value: REFE:
At 31 March 2006 RZZEXR 86,502 23,459 68,899 18,150 - 197,010
=F=1-H
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13.

14.

Property, Plant and Equipment (continued) 13.
The Group’s buildings were revalued at 31 March 2007 by

Greater China Appraisal Limited, independent professionally

qualified valuers, at open market value, based on their existing

use. A revaluation surplus of HK$4,672,000 (2006:

HK$2,759,000) resulting therefrom has been credited to the

asset revaluation reserve.

Had these buildings been carried at historical cost less
accumulated depreciation, their carrying amounts would have
been HK$92,676,000 (2006: HK$82,744,000).

As at 31 March 2006, one of the Group’s buildings with a net
book value of HK$2,607,000 was pledged to secure banking
facilities granted to the Group. The pledge was released during
the year.

Two of the Group’s properties with a net book value of
HK$2,526,000 (2006: HK$3,147,000) in aggregate have been
provided as rent-free accommodation to an executive director of
the Company during the year.

NE-BERSZE ®)
REBZEFHBEXSERMEMESE
FEERARR-ZZTLF=A=1+—HI
HERAGRARARMEEG EHAEERS
4,672,000/ 7T (ZZT T/ 4 :2,759,000/%
TL) EDRIFF AR EE G HE-

fiv 78 B8 i R AE IR 52 B AR R IEHTE 5
B8R - HBREE R fE 592,676,000 T (—TF
7N4E 182,744,000 7T) °

REZBERF=A=1T—H A5E@HEF—IH
BRMF{E2,607,00078 70 2 EFE IR A
RAEEEE 2 RITEAEER ZBERE
FF RARRR

NEEE R RNIEREFES $£2,526,000/8 7T
(ZZTZT/RF:3,147,000/870) 2 WERFER
REFAAF—BRTESERBER-

Prepaid Land Lease Payments 14. FENLBEEFE
Group
AEHE
2007 2006
—EELHE —ETRF
HK$’000 HK$’000
FER F&T
Carrying amount at beginning of year FUREE 59,584 30,985
Additions NE 8,567 29,596
Amortisation recognised during the year R A TR 5 (1,698) (1,117)
Exchange realignment ME K 38 & 1,417 120
Carrying amount at 31 March R=RA=+—HZKHEE 67,870 59,584
Current portion included in prepayments, FTATERFIE e R EAM
deposits and other receivables JE Ug BR 3k 2 BN BB & (1,814) (1,491)
Non-current portion JEBNEAEE 66,056 58,093

B (@R EREEAT —T=rasn 87
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14. Prepaid Land Lease Payments (continued) 14.

An analysis of carrying amounts of prepaid land lease payments
of the Group at the balance sheet date is as follows:

BN LSRR ()
RAEAERA AEERLHAEREZ
BREES T :

2007 2006

—EELHF ZTEREF

HK$’000 HK$’000

FER FHET

Long term leases outside Hong Kong BEBBINC REELD 1,554 1,637
Medium term leases in Hong Kong BEABERN P EHELD 23,578 24,151
Medium term leases outside Hong Kong BEBBIN R EHELD 42,738 33,796
67,870 59,584

As at 31 March 2006, one of the Group’s prepaid land lease
payments with a net book value of HK$11,180,000 was pledged
to secure banking facilities granted to the Group. The pledge was
released during the year.

Certain of the Group’s prepaid land lease payments with a net
book value of HK$12,250,000 (2006: HK$12,603,000) in
aggregate have been provided as rent-free accommodation to an
executive director of the Company during the year.

15. Prepayments and Deposits for Property, Plant and 15.

Equipment

As at 31 March 2007, prepayments and deposits for property,
plant and equipment included a deposit of HK$854,000 for the
acquisition of a computer system from a related company (Note
29(i)).

As at 31 March 2006, prepayments and deposits for property,
plant and equipment included deposits of HK$11,107,000 and
HK$1,034,000 for the acquisition of a multi-purpose building
and certain office and computer equipment, respectively, which
had been accepted by and delivered to the Group during the year
ended 31 March 2007. HK$6,588,000 and HK$5,553,000 of
such amounts were transferred to property, plant and equipment
and prepaid land lease payment, respectively, during the year.
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16. Interests in Subsidiaries 16. HRHEBARZ#ER=
Company
P NN
2007 2006
—EELHF ZEERF
HK$’000 HK$’'000
FER FAT
Unlisted investments, at cost FELEMRE EEAE 43,368 43,368
The balances with subsidiaries approximate to their fair values BB AR 2 AR AERR 2 B REREXK
and are unsecured, interest-free and repayable on demand. 1Eige
Particulars of subsidiaries of the Company are as follows: AR ZHBARFBEWLT
Nominal value Percentage of equity
Place of of issued attributable to
incorporation/ share/paid-up the Company
registration registered E NG )ig
and operations capital REG T Principal
Name B3l e BRTRAEE/ Direct Indirect  activities
AEER BRREEMY HREMEX E# BiE IEEE
Jespar Age Limited British Virgin Islands US$1,000 100 - Investment holding
(“BVI") 1,000 7 BAER
KBRS
(IXBEXRE])
Eagle Nice Development Hong Kong Ordinary HK$2; - 100  Manufacture and
Limited B Non-voting deferred trading of sportswear
BXBRERAA HK$10,000 and garments
(Note (a)) KEREER
LmkoET: BERRKK
EREERTR
10,000%7T
(Pit#E(a))
Far East (International) Hong Kong Ordinary HK$2; - 100  Manufacture and
Garment Limited BB Non-voting deferred trading of sportswear
ER (BIR) ARERDA HK$10,000 and garments
(Note (a)) HEREE
LmkoET: BERRKK
EREERTR
10,000%7T
(Pit#E(a))

B @R mREEAT —T=ra5n 89
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16.

20

Interests in Subsidiaries (continued)

16.

RKE DR 2 (@)

Nominal value Percentage of equity
Place of of issued attributable to
incorporation/ share/paid-up the Company
registration registered b NI
and operations capital REB DL Principal
Name AL/ ERTRAERE/ Direct Indirect  activities
ARER BRREX LY HREMEX E# MiE  TEEK
EN (Shantou) (Note (b)) PRC/Mainland China HK$9,500,000 - 100  Manufacture and
BZ CLsE) (FD) RE R AR 9,500,000 7T trading of sportswear
and garments
BERRAK
FE (Shantou) (Note (b)) PRC/Mainland China HK$15,000,000 - 100  Manufacture and
ER L) (K5 (D) RE R AR 15,000,000 7T trading of sportswear
and garments
BERRAK
YM (Shantou) (Note (b)) PRC/Mainland China US$23,399,906 - 100  Manufacture and
#WE CLEE) (K5 (Db) RE R AR 23,399,906 7T trading of sportswear
and garments
HEREER
BERRAK
YY (Shantou) (Note (b)) PRC/Mainland China HK$10,000,000 - 100  Manufacture and
WE CLEE) (K5 (D) RE R AR 10,000,000 7T trading of sportswear
and garments
HEREER
BERRAK
Everall Development Limited BVI US$1,000 - 100  Investment holding
XEERERDA EBEXS 1,000%7T REER
Yue Mei (HK) Garment Limited Hong Kong HK$1,000 - 100  Manufacture and
WE(BB)EXERDA & 1,000 7T trading of sportswear
and garments
BERRAMK
Notes: B EE
(a) The non-voting deferred shares carry no rights to dividends, no (a) IS ERERIE AR R TR AR 2. (I FERR

rights to attend or vote at general meetings and no rights to
receive any surplus assets in a return of capital in a winding-up
(other than the nominal amount paid up or credited as paid-up on
such shares, after the sum of HK$100,000,000,000,000 per
ordinary share has been distributed to the equity holders of the
ordinary shares of the company in such winding-up).

(b) EN (Shantou), FE (Shantou), YM (Shantou) and YY (Shantou) are
registered as wholly-foreign-owned enterprises under the PRC

law.
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17.

18.

Inventories 17. =FE
Group
KEE
2007 2006
—EELHF —EERF
HK$’000 HK$’000
FHET FHET
Raw materials e 17,072 13,175
Work in progress RS 18,015 10,532
Finished goods BURK fh 16,915 7,738
52,002 31,445
Accounts and Bills Receivable 18. EWRIREKEE

The Group’s accounts receivable mainly relate to a few
recognised and creditworthy customers. The credit period is
generally for a period of 30 days. The Group seeks to maintain
strict control over its outstanding receivables to minimise the
credit risk. Overdue balances are regularly reviewed by the
management of the Group. Trade receivables are non-interest-
bearing and their carrying amounts approximate to their fair
values.

An aged analysis of the accounts and bills receivable as at the
balance sheet date, based on the invoice date, is as follows:

AEEZ BUERERZEETRAREER
B P AR EEH R B30KR -AEE K
NE EUER AR BR T BT B S E R RR
ZHEREKF AR 2 EHRAREEE
B EE R BRI A R SRR HRmE
EEAFERS-

AEENEERERAZBERFLRRER
BEEERHRRE OO :

Group

rEHE
2007 2006
—EELHF ZEERF
HK$’000 HK$’'000
FER FAT
Within 30 days 30K 57,845 45,075
31 to 60 days 31X E60X 608 6,100
61 to 90 days 61X E90K 102 14
Over 90 days 90K A £ 38 656
58,593 51,845
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19. Cash and Cash Equivalents and Pledged Deposits 19. RERBSEEEEHEEHER

Group Company
rEH PN
2007 2006 2007 2006
—EELF ZTERE —EELF —TTRF
HK$’000 HK$'000 HK$’000 HK$’000
TR FBT TR FET
Cash and bank balances ReRRTET 82,302 41,692 152 176
Time deposits with original FEEI BB =@A
maturity of over three months ZEHER 106,731 = 106,731 =
Time deposits with original EEIHBELR=A
maturity of less than ZEBER
three months 69,133 183,530 - 104,051
258,166 225,222 106,883 104,227
Less: Time deposits BRBTELIRE S
pledged for bank HEEREER
overdrafts and trade ZEHBER
financing facilities (B 3E24(0))
(Note 21(i)) (5,518) (10,105) - -
Cash and cash equivalents RekBHeEEERA 252,648 215,117 106,883 104,227

As at the balance sheet date, the cash and bank balances of the
Group denominated in Renminbi (“RMB”) amounted to
HK$58,697,000 (2006: HK$23,916,000). 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 earns interest at floating rates based on daily
bank deposit rates. Short term time 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 time deposit rates. The
carrying amounts of the cash and cash equivalents and the
pledged deposits approximate to their fair values.
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20.

21.

Accounts and Bills Payable 20. EARRRERE
An aged analysis of the accounts and bills payable as at the REEBERAZENERREBRBEES
balance sheet date, based on the invoice date, is as follows: HEARBREC D AT ZA T -
Group
xEH
2007 2006
—ETtHF —TTREF
HK$’000 HK$’000
FEx FHIT
Within 90 days 90K 28,788 12,533
91 to 180 days 91X E 180k 302 524
181 to 365 days 181K £365K 553 50
Over 365 days 365K LA k£ 19 178
29,662 13,285
The trade payables are non-interest-bearing and are normally B S ENFR AR EEH R R45K-
settled on 45-day terms.
Banking Facilities 21. SRITEREGE

As at 31 March 2007, the Group’s banking facilities were
secured by the following;:

(i) pledged bank deposits of the Group (Note 19);

(i) corporate guarantees executed by the Company to the
extent of HK$137.2 million; and

(iii) unlimited corporate guarantees executed by three
subsidiaries of the Company.

REBBLF=A=+—RB KAEEZRITH
REEA T IR IRIEAIRR:

(i) REEZEMEFR (HEE19)

(ii) KA RIERIIA137,200,000/%5 7T AR
ZARER K&

(iii) ARR=KMB R RIS HERTEL
AIFERe
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22,
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+tF=A=+—H)
Deferred Tax Liabilities 22. EEHIEEE
Group rEH
Accelerated tax Asset
depreciation revaluation Total
IR B E T B EEEM st
HK$’000 HK$’000 HK$’'000
FAET F& T T T
At 1 April 2005 R-FETRFHMA—H 810 88 898
Deferred tax charged to FARGEWMERNRZ
the consolidated EERIE (FF7E9)
income statement during
the year (Note 9) 815 - 815
Deferred tax debited to FRRE RN 2 & EFIE
equity during the year - 89 89
At 31 March 2006 and RZEERF=ZA=+—HBK
1 April 2006 —EERFMA—H 1,625 177 1,802
Deferred tax credited to FARGEWRERNRZ
the consolidated EERIE (MF7E9)
income statement during
the year (Note 9) (847) = (847)
Deferred tax debited to FRRE RN 2 & EFIE
equity during the year - 297 297
At 31 March 2007 RZET+F=A=+—H 778 474 1,252

At 31 March 2007, there was no significant unrecognised

deferred tax liability (2006: Nil) for taxes that would be payable
on the unremitted earnings of certain of the subsidiaries as the
Group has no liability to additional tax should such amounts be

remitted.

The Company has tax losses arising in Hong Kong of
HK$2,672,000 (2006: HK$1,224,000) that are available
indefinitely for offsetting against future taxable profits of the
Company in which the losses arose. Deferred tax assets have
not been recognised in respect of those losses as the Company
has had no taxable profits for some time.

There are no income tax consequences attaching to the payment
of dividends by the Company to its shareholders.
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23. Issued Capital 23. ERITHRAX
Company
¥ NN
2007 2006
—E2ELHE —ETRF
HK$’000 HK$’000
FHET FAT
Authorised: JETE R AN :
10,000,000,000 ordinary shares 10,000,000,0004%
of HK$0.01 each HRMEE0.01E L2 EiEk 100,000 100,000
Issued and fully paid: BETEER:
427,000,000 ordinary shares 427,000,0000% & & B
of HK$0.01 each 0.018 L2 L@k 4,270 4,270
Share options R

24,

Details of the Company’s share option scheme are included in
note 24 to the financial statements.

Share Option Scheme 24.

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include the
Company’s directors, including independent non-executive
directors, other employees of the Group, suppliers of goods or
services to the Group and customers of the Group. The Scheme
became effective on 6 August 2003 and, unless otherwise
cancelled or amended, will remain in force for 10 years from that
date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in the
Scheme within any 12-month period is limited to 1% of the
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.

BRARRBRES S 2150 BN MR
RAfEE24

fERRERT &

ARRRE —HERESE ([ZEr8)) B4
MHAAEERDEEEMERNEERSH
ATRHERE R RE -ZE RN A ERSEA
TEEAARES (BEEIFNTES) A
SEEMWES AEEE ARG HEER LA
EEXP-ZiEE T =F )\ A/NBEE
M BRI STTRURRIER] BR Zat 8l 8
% A HIEE10F B K-

HESIR B A B R R R TT AR 2K
BT R Z MNMSEEREERAATRE
)R 2 31T AR D 10% © MMESRI+ — 18 A B
A IRIEBRER Mz EER A ER2EA
THERTNBENEE KEZTEBRBARATRE
AIRFHRE BTN 1% o E— B E(ATEBERZ
PR AR H BB A ZA N R A @ BUS R R AL -
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24,

25.

96

Share Option Scheme (continued) 24.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to independent non-executive directors’
approval in advance. In addition, any share options granted to a
substantial shareholder or an independent non-executive director
of the Company, or to any of their 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 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.

The offer of a grant of share options may be accepted within 21
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 five years from the date
of the offer of the share options or the expiry date of the
Scheme, if earlier.

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the closing
price of the Company’s share on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on the date of the offer of
the share options; (ii) the average closing price of the Company’s
shares on the Stock Exchange for the five trading days
immediately preceding the date of the offer; and (iii) the nominal
value of the Company’s shares.

No share options have been granted under the Scheme as at 31
March 2007 or up to the date of approval of these financial
statements.

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

Reserves 25.

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 of the financial statements.

The capital reserve of the Group represents the difference
between the aggregate of the nominal value of the share capitals
of the subsidiaries acquired by the Company pursuant to a group
reorganisation in August 2003, over the nominal value of the
share capital of the Company issued in exchange therefor and
the existing 1,000,000 shares of HK$0.01 each credited as fully
paid, at par.
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25.

Reserves (continued) 25. f#&@®@
Group (continued) AEME ©)
In accordance with the relevant PRC regulations, subsidiaries IR IR A B BIAR ) 2N 5 B 72 B FE R A BB
registered in the PRC are required to transfer 10% of their profits AR B AZARREEREF10% (EH B &R
after tax, as determined under the PRC accounting regulations, PIETE) SRS ATRGHE EE%HEN
to the statutory surplus reserve, until the balance of the reserve ERERE X B FMEARS0% - A BB
reaches 50% of their respective registered capitals. Subject to BIFrEE TR HIARR T VAT BRI FBE
certain restrictions as set out in the relevant PRC regulations, N 2R E R
the statutory surplus reserve may be used to offset against
accumulated losses.
Company b /N
Retained
Share profits/
premium Capital (accumulated
account reserve losses)
Notes Bras/ Total
s RHBER BRGE (REtE#R) @i
HK$'000 HK$'000 HK$'000 HK$’000
TET FEL FEL TEL
(Note)
(Bt &%)
At 1 April 2005 “ZTHEMA—H 359,932 43,088 1,004 404,024
Profit for the year ERHF 10 - - 54,172 54,172
Interim 2006 dividend ZETERERE 11 - - (25,620) (25,620)
Proposed final 2006 dividend — #iE —TT R EXRGRE 11 = = (25,620) (25,620)
At 31 March 2006 and at RZZERE
1 April 2006 =R=+-HE
“ZTRENA—A 359,932 43,088 3,936 406,956
Profit for the year F M 10 - - 3,098 3,098
Interim 2007 dividend TS LERERE 11 - - (25,620) (25,620)
Proposed final 2007 dividend #E-TT+E KRGS 11 = = (25,620) (25,620)
At 31 March 2007 —ET+H=A=1T—H 359,932 43,088 (44,206) 358,814
Note: The capital reserve of the Company represents the excess of the Hiet:  ARAREBARFEEREARRIRER—ZHFT

then consolidated net assets of the subsidiaries acquired by the

Company pursuant to the same reorganisation over the nominal

value of the share capital of the Company issued in exchange

therefor. Under the Companies Law of the Cayman lIslands, the

capital reserve may be distributed to the shareholders of the

Company, provided that immediately following the date on which

the dividend is proposed to be distributed, the Company will be

in a position to pay off its debts as and when they fall due in the

ordinary course of business.

WEEHBARERNGAEEFE BHA
RAIGRAMBITZ AR BRAEEZ =
B REREHENAE EARBAIDIK
FARBBR HENRZRERFIR S B
® ARRBREEREE A ERBETEIHE
Bo
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26.

27.

98

+FE=A=+—H)

Contingent Liabilities 26.

The Group did not have any significant contingent liabilities not
provided for at the balance sheet date (2006: Nil).

As at 31 March 2007, the Company has given corporate
guarantees to banks to the extent of approximately
HK$137,000,000 (2006: approximately HK$164,000,000) for
banking facilities granted to certain subsidiaries of the Company.

Operating Lease Arrangements 27.

The Group leases certain of its factories under operating lease
arrangements, with leases negotiated for terms ranging from one
to five years.

At the balance sheet date, the Group had total future minimum
lease payments under non-cancellable operating leases falling
due as follows:

HREE
RAEAERE FEED /TN REEZ
BEARARM(ZBBNF )

BE_ZTT+LF=A=1+—H ARrGESE
THBARER 2 RITHEREEERRITE
H &% #9137,000,000/87C (ZZETNF: 4
164,000,000 7T) A RIE(R

KEHEZHE
AEBRFCERELHHRE
ELZHBEANF—ERETE-

STHE

REERERA AEERTARHEKEMEE
BT 2 RSB & RFEAN T 5 HRE

2007 2006

—E2ELHE —ETRF

HK$’000 HK$’000

FET F& T

Within one year —F R 2,345 1,318
In the second to fifth years, inclusive F-_FEZFRF (BREEEMTF) 2,545 =
4,890 1,318
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28.

29.
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Commitments 28.

In addition to the operating lease commitments detailed in note
27 above, the Group had the following capital commitments at
the balance sheet date:

S

B B EE27 57 2 B THEAREIN AL H
REEBBERAZENAENT:

2007 2006
—E2ELHE —EETRF
HK$’000 HK$’000
FET F&T

Contracted, but not provided for: BRI 418 fkﬁéﬁ

Purchases of computer 18 B B E (M 5E29()

equipment (Note 29(i)) 570 1,861
Acquisition of multi-purpose building  WiE % HREF - 5,346
570 7,207

Authorised, but not contracted for: EREBRITL:
Leasehold improvements HEMFEEE - 2,223

The Company did not have any significant commitments at the
balance sheet date (2006: Nil).

Related Party Transactions 29.

In addition to the transactions detailed elsewhere in these
financial statements, the Group had the following material
transactions with related parties during the year:

(i) In May 2005, a subsidiary of the Company entered into a
contract with Pou Yuen Technology Company Limited
(“Pou Yuen”), a subsidiary of Yue Yuen Industrial
(Holdings) Limited, a substantial shareholder of the
Company, for purchasing a computer system of
HK$2,895,000. The consideration was determined after
arm’s length negotiation.

MEEBBRA AR AL E( R ERAE
(ZTTRF E) -

BEALXRS
BRABA TS R EAR B Fratdl 2 R BN A%
ERFRNHEEEATETERRZNT

REZZZRFRA ARR—HHEA
RAIEAARN R EBREMTTE (KE)
BRAFZHEBARPOoU Yuen
Technology Company Limited ([Pou
Yuen]) 5132 &#° 1A2,895,00078 T
BREABM A RE LR T E

o
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29.

30.
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Related Party Transactions (continued)
Up to the balance sheet date, aggregate instalments of
HK$2,325,000 (2006: HK$1,034,000) had been paid by
the Group. During the year, the computer system
amounting to HK$1,471,000 was transferred to
“Property, plant and equipment” upon the delivery of the
computer system and the remaining aggregate instalment
of HK$854,000 (2006: HK$1,034,000) was classified as
non-current assets under “Prepayments and deposits for
property, plant and equipment”, as further detailed in
note 15 to the financial statements. The unpaid balance
of HK$570,000 (2006: HK$1,861,000) had been
included as commitment as detailed in note 28 to the
financial statements.

(ii) The directors are the key management personnel of the
Group. Details of their remunerations are disclosed in
note 7 to the financial statements.

Financial Risk Management Objectives and Policies
The Group’s principal financial instruments comprise cash and
short term deposits. The Group has various other financial
assets and liabilities such as accounts and bills receivable and
accounts and bills payable, which arise directly from its
operations.

The main risks arising from the Group’s financial instruments are
cash flow interest rate risk, foreign currency risk, liquidity risk
and credit risk. The board of directors reviews and agrees
policies for managing each of these risks and they are
summarised as below.

Cash flow interest rate risk
The Group has no interest-bearing borrowings, and believes its
exposure to cash flow interest rate risk is minimal.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from substantial portion of sales or purchases
by operating units in the US$ and RMB. The Group is exposed to
foreign exchange risk arising from the exposure of US$ and
RMB. As the foreign currencies risks generated from the sales
and purchases can be set off with each other, the Group
believes its exposure to exchange rate risk is minimal. It is the
policy of the Group to continue maintaining the balance of its
sales and purchases in the same currency.
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Financial Risk Management Objectives and Policies  30.

(continued)

Foreign currency risk (continued)

The Group currently does not have a foreign currency hedging
policy. However, the management monitors the foreign exchange
exposures and will consider hedging the significant foreign
currency exposures should the need arise.

Liquidity risk

The Group maintains a balance between continuity of funding
and flexibility through maintaining sufficient cash and available
banking facilities. The directors have reviewed the Group’s
working capital and capital expenditure requirements and
determined that the Group has no significant liquidity risk.

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification
procedures. In addition, receivables balances are monitored on
an ongoing basis.

Since the Group trades only with recognised and creditworthy
third parties, there is generally no requirement for collateral.

Fair value

The Company’s financial instruments are short-term in nature
and therefore their carrying values as at 31 March 2007
approximate to their fair values.

Post Balance Sheet Events 31.

On 14 March 2007, the Group has entered into a non-binding
memorandum of understanding (the “MOU”) with an independent
third party to acquire the entire equity interests in a Taiwan
company and a PRC company (the “Proposed Acquisition”) whose
principal businesses are the manufacture and trading of
sportswear. Further details of the Proposed Acquisition are set
out in the announcement of the Company dated 14 March 2007.
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32.
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Post Balance Sheet Events (continued)
On 16 April 2007, pursuant to the MOU, the Group has entered
into a sale and purchase agreement (the “Agreement”) in

relation to the aforesaid Proposed Acquisition (the “Acquisition”).

The consideration for the Acquisition is HK$113,380,800 and
will be completely satisfied by the issuance of the Company’s
ordinary shares. The Acquisition constitutes a discloseable
transaction as defined in the Listing Rules. Further details of the
Acquisition are set out in the announcement of the Company
dated 17 April 2007 and in the circular of the Company dated 7
May 2007.

As the Acquisition has not yet been completed at the date of
approval of the financial statements, it is not practicable to
disclose the financial effects of the Acquisition.

Approval of the Financial Statements
The financial statements were approved and authorised for issue
by the board of directors of the Company on 13 July 2007.
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(RESHBAMALZBERAA)

Units 0902-0903 & 0905-0906
9th Floor, Tower B

Regent Centre

70 Ta Chuen Ping Street

Kwai Chung

New Territories

Hong Kong
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