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OUR CORE BUSINESS

Retail, export and manufacture of casual wear apparel

OUR VISION

To become a market leader in casual wear apparel retailing
and
to be one of the best casual wear apparel suppliers

OUR MISSION

Focused on our customers, we endeavour to provide quality products
and services with added value. We strive after:
» customer satisfaction;
+ staff development;
* reasonable equity return; and
« growth with our business partners,
so as to benefit our community.
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NOTICE 1S HEREBY GIVEN that the annual general meeting of Glorious Sun Enterprises
Limited (the “Company”) will be held at Beijing Suite |, 3/F., Prince Hotel, Harbour City, 23
Canton Road, Tsimshatsui, Kowloon, Hong Kong on Friday, 22 June 2007 at 2:00 p.m. for the
following purposes:

(1) To receive and consider the financial statements and the reports of the directors and
auditors for the year ended 31 December 2006.

(2) To declare the final dividend for the year ended 31 December 2006.
(3) To declare the special dividend for the year ended 31 December 2006.

(4} To elect directors and to authorise the board of directors to fix the remuneration of
directors.

{3) To appeint auditors and to authorise the board of directors to fix their remuneration.

(6) As special business, to consider and, if thought fit, pass the following resclutions as
Ordinary Resolutions:

ORDINARY RESOLUTIONS
(A} “THAT:

()  subject to sub-paragraph (lll) of this resoclution, the exercise by the directors
of the Company during the Relevant Period (as hereinafter defined) of all
the powers of the Company to allot, issue and deal with additional shares in
the capital of the Company and to make or grant offers, agreements and
options which might require the exercise of such powers be and is hereby
generally and unconditionally approved;

(Ily the approval in sub-paragraph (I).of this resolution shail authorise the directors
of the Company during the Relevant Period to make or grant offers,
agreements and options which might require the exercise of such powers
after the end of the Relevant Period;
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the aggregate nominal amount of share capital allotted or agreed conditionally
or unconditionally to be allotted (whether pursuant to an option or otherwise)
and issued by the directors of the Company pursuant to the approval in sub-
paragraph (1) of this resolution, otherwise than pursuant to (a) a Rights
Issue (as hereinafter defined) or upon the exercise of rights of conversion or
subscription under any securities which are convertible into shares of the
Company or (b) the share option scheme or similar arrangement of the
Company for the time being adopted for the grant or issue to officers and/or
employees of the Company andfor any of its subsidiaries of shares or rights
to acquire shares of the Company or (¢) any scrip dividend or similar
arrangement providing for the allotment of shares in lieu of the whole or part
of a dividend on shares of the Company in accordance with the Bye-laws of
the Company, shall not exceed the aggregate of: (aa) 20 per cent. of the
aggregate nominal amount of the issued share capital of the Company on
the date of this resolution and (bb) (if the directors of the Company are so
authorised by a separate ordinary resolution of the shareholders of the
Company) the nominal amount of share capital of the Company purchased
by the Company subseguent to the passing of this resolution (up to a
maximum equivalent to 10 per cent. of the aggregate nominal amount of the
share capital of the Company in issue at the date of passing this resolution)
and the said approval shall be limited accordingly; and

for the purpose of this resolution:

“Relevant Period” means the period from the passing of this resclution until
whichever is the earliest of:

(a) the conclusion of the next annual general meeting of the Company;

(b) the expiration of the period within which the next annual general meeting
of the Company is required by the Bye-laws of the Company or any
applicable law to be held; and

(c) the revocation or variation of the authority set out in this resolution by
an ordinary resolution of the shareholders of the Company in general
meeting.
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“Rights Issue” means an offer of shares open for a period fixed by the
directors of the Company to holders of shares on the register on a fixed
record date in proportion to their then holdings of such shares (subject to
such exclusion or other arrangements as the directors of the Company may
deem necessary or expedient in relation to fractional entitlements or having
regard to any restrictions or obligations under the laws of, or the reguirements
of, any recognised regulatory body or any stock exchange in any territory
outside Hong Kong}.”

(B) “THAT:

()

(I

(

subject to sub-paragraph (Il) of this resolution, the exercise by the directors
of the Company during the Relevant Period (as hereinafter defined) of all
powers of the Company to purchase shares in the issued share capital of
the Company be and is hereby generally and unconditionally approved;

the aggregate nominal amount of share capital of the Company which the
Company is authorised to purchase pursuant to the approval in sub-paragraph
() of this resolution shall not exceed 10 per cent. of the aggregate nominal
amount of share capital of the Company in issue on the date of this resoiution
and the said approval shall be limited accordingly; and

for the purpose of this resolution:

“Relevant Period” means the period from the passing of this resolution until
whichever is the earliest of:

(a2) the conclusion of the next annual general meeting of the Company;
(b) the expiration of the period within which the next annual general meeting

of the Company is required by the Bye-laws of the Company or any
applicable law to be heid; and

‘(c) the revocation or variation of the authority set out in this resclution by

an ordinary resolution of the shareholders of the Company in general
meeting.”
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(7)

(C} “THAT the directors of the Company be and are hereby authorised to exercise the
powers of the Company referred to in paragraph (1) of the resolution set out as
resolution (6)}{A) in the notice of the meeting of which this resolution forms a part
in respect of the share capital of the Company referred to in sub-paragraph (bb) of
paragraph () of such resolution.”

To transact any other ordinary business of the Company.

By Order of the Board

Mui Sau Keung, Isaac
Company Secretary

Hong Kong, 30 April 2007

Principal Place of Business: Registered Office:
Glorious Sun Group Building Clarendon House
97 How Ming Street 2 Church Street
Kwun Tong Hamilton HM11
Kowloon Bermuda

Notes:

1.

A member entitled to attend and vote at the above meeting is entitled to appoint a proxy to attend and vote in
his stead. A member who is the holder of two or more shares may appoint more than one proxy to represent
him and vote on his behalf. A proxy need not be a member of the Company.

A form of proxy for the meeting is enclosed. In order to be valid, the form of proxy logether with a power of
attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or
authority, must be deposited at the Company’s principal place of business at Glorious Sun Group Building, 97
How Ming Street, Kwun Tong, Kowloon, Hong Kong not less than 48 hours before the time appointed far the
meeting or any adjournment thereof.

The register of members of the Company will be closed for the purposes of determining the entitlements to
the proposed final and special dividends and the identity of members who are entitled 1o attend and vote al
the meeting from Monday, 18 June 2007 to Friday, 22 June 2007, both days inclusive, during which period no
transfers of shares shall be effected. In order to qualify for the proposed final and special dividends, all
transfers of shares accompanied by the relevant share certificates must be lodged with the Company's share
registrars in Hong Kong, Computershare Hong Kong Investor Services Limited at Shops 1712-1718, 17th
Floor, Hopewell Centre, 183 Queen's Road East, Hang Kong for registration by no later than 4:00 p.m. on
Friday, 15 June 2007,
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In relation to agenda item No. (4} in the Notice regarding election of directors, Ms. Cheung Wai Yee, Mr. Lau
Hon Chuen, Ambrose, GBS, JP, Mr. Chung Shui Ming, Timpson, GBS, JP and Dr. Lam Lee G. will retire by
rotation at the forthcoming annual general meeting of the Company pursuant to bye-law 110(A) of the
Company's Bye-laws and, being eligible, offer themselves for re-election.

The biographical details and length of service with the Company of all the directors who stand for re-election
at the forthcoming annual general meeting are set out in the “Directors’ and senior management's biographies”
section in this annual report,

The amount of emoluments paid for the year ended 31 December 2006 to each of lhe directors who stand for
re-election at the forthcoming annual general meeting is set out in note 8 to the financial statements in this
annual report and the basis of determining such emoluments is set out in the "Emolument Policy™ section in
this annual report.

Other biographical details of each of the direclors who stand for re-election at the forthcoming annual general
meeting are set out below to enable shareholders to make an informed decision on their re-elections. Save
for the information set out in this paragraph 7 and in paragraphs 4 to 6 above, there is no information to be
disclosed pursuant to any requirements of the provisions under paragraph 13.51(2) of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited nor are there other matters that need
to be brought to the attention of shareholders in respect of the directors who stand for re-election at the
forthcoming annual general meeting.

71 Ms. Cheung Wai Yee, aged 55, is an executive director of the Company, the spouse of Mr. Yeung
Chun Fan. As at 23 April 2007, being the latest practicable date prior to the printing of the Notice (the
“latest practicable date™), Ms. Cheung Wai Yee holds 6,730,000 shares and is deemed to hold
534,268,000 shares of the Company (being 398,988,000 shares {of which interests in 6,600,000
shares are short position) are held by Glorious Sun Holdings {BVI} Limited {the entire issued voting
share capital of which is held as to 51.934% by Dr. Charles Yeung, SBS, JP and as to 48.066% by Mr.
Yeung Chun Fan, the spouse of Ms. Cheung Wai Yee), 133,540,000 shares are held by Advancetex
Holdings (BVI} Limited (the entire issued voting share capital of which is held as to 51.934% by Dr.
Charles Yeung, SBS, JP and as to 48.066% by Mr. Yeung Chun Fan, the spouse of Ms. Cheung Wai
Yee) and 1,740,000 shares are held by G. S. Strategic Investment Limited (the entire issued voting
share capital of which is held as to 50% by each of Dr. Charles Yeung, SBS, JP and Mr. Yeung Chun
Fan, the spouse of Ms. Cheung Wai Yee) within lhe meaning of Part XV of the Securities and Futures
Ordinance (the “SFO").

7.2 Mr. Lau Hon Chuen, GBS, JP, alias Ambrose Lau, aged 59, is an independent non-executive director
of the Company. Mr. Lau is a director of Beijing Enterprises Holdings Limited, Guangzhou Investment
Company Limited, GZI Transport Limited, Qin Jia Yuan Media Services Company Limited, The Hong
Kong Parkview Group Limited and Wing Hang Bank, Limited. Mr. Lau's interest in the shares of the
Company within the meaning of Part XV of the SFO is set oui in the “Directors’ interests and short
positions in securities” section in this annual report and remains unchanged as at the |alest practicable
date.

7.3 Mr. Chung Shui Ming, Timpson, GBS, JP, aged 55, is an independent non-execulive directar of the
Company. Mr. Chung is a director of Mantec Investment Holdings Limited, Tai Shing International
(Holdings) Limited, China Netcom Group Corporation {Hong Kong) Limited, Miramar Hotel and
Investment Company, Limited and Nine Dragons Paper (Holdings) Limited. In the past three years,
Mr. Chung was a director of Shimao International Heldings Limited (formerly Shimao China Holdings
Limited) and International Financial Network Holdings Ltd. {formerly Stockmartnet Holdings Ltd.). He
does nol have any interest in the shares of the Company.
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Dr. Lam Lee G., aged 47, is a non-executive director of the Company. He is also a director of True
Corporation Public Company Limited, Rowsley Ltd., Hutchison Harbour Ring Limited, Capital Strategic
investment Limited, Mingyuan Medicare Development Company Limited, Vongroup Limited, Far East
Holdings International Limited, Finet Group Limited, Pearl Oriental Innovation Limited, SW Kingsway
Capital Holdings Limited, Mei Ah Entertainment Group Ltd., Telecard Limited, China.com Inc. and
China Cyber Port (International) Company Limited. In the past three years, Dr. Lam was a director of
Chia Tai Enterprises international Limited, Hutchison Giobal Communications Holdings Limited (delisted
on 18 July 2005), Asia Telemedia Limited and GFT Holdings Limited (formerly Capital Prosper Limited).

Dr. Lam was a non-executive director of a Singapore incorporated private company with limited
liability, Pandora Interactive Studio Pte. Ltd. (“Pandora”) between 1 August 2001 and 21 December
2001, and a director of a Hong Kong incorporated private company with limited liability, i-STT Hong
Kong Limited (“i-STT") between 15 December 1998 and 27 October 2004, Pandora was involved in
digital animation support services and i-STT was involved in Internet related services. Pandora was
voluntarily wound up by its shareholders on 14 June 2002 and is almost completed {the remaining
step being finalizing the tax clearance, paying out the final dividends and closing the accounts for the
company), the amount involved being about $$1.25 million. i-STT was in creditors’ voluntary liguidation
on 12 September 2001 and was subsequently completed, the amount involved being about HK$100
mitlion.

Dr. Lam does not have any interest in shares of the Company.

Pursuant to the Company's Bye-laws, at any general meeting a resolution put to the vote of the meeting shall
be decided on a show of hands unless a poll is (before or on the declaration of the result of the show of
hands or on the withdrawal of any other demand for a poll} demanded:

{i)
(i)

(iiiy

(iv)

by the chairman of the meeting; or

by at least three maembers present in person {or, in the case of a member being a corporation, by its
duly authorised representative) or by proxy for the time being entitied to vote at the meeting; or

by any member or members present in person (or, in the case of a member being a corporation, by its
duly authorised representative} or by proxy and representing not less than one-tenth of the total
voting rights of all the members having the right to vote at the meeting; or

by any member or members present in person {or, in the case of a member being a corporation, by its
duly authorised representative} or by proxy and holding shares in the Company conferred a right to
vote at the meeling being shares on which an aggregate sum has been paid up equal e not less than
one-tenth of the total sum paid up on all the shares conferring that right.
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GROUP RESULTS

In 2006, underpinned by the improving global economic settings, the markets in which the
Group have been principally operating were buoyant. The Group had achieved double-digit
sales growth with exports increased by nearly 10% year-on-year for the year ended 31
December 2006 (the “Period”). "Jeanswest”, the Group’s flagship brand name retail stores,
enjoyed stronger brand name recognition and popularity. It was evidenced by the fact that
“‘Jeanswest"” was selected as the “Leading Brand Name in China’s Garment Industry 2006" in
the category of casual apparel by Social Survey Institute of China in an extensive survey
conducted by a group of experts organized by various Chinese authorities, covering 287
domestic and overseas brand names. Meanwhile, “Jeanswest” was alsc recognized as a
“Well-known Brand Name” by the relevant Chinese authorities. The retail markets in Australia
and New Zealand have been stabie and performance of Jeanswest Australia in the second
half of the Period managed to outperform the first half of the same Pericd, resulting in consistent
growth in sales when compared with that recorded in the corresponding period in the previous
year with improvement in gross profit margin. In 2006, the Group had acquired the entire
equity interests in Jeanswest New Zealand, of which performance after the acquisition has
been in line with the Management’s expectation. In the fourth quarter of 2006, the Group also
commenced its retail operations in the Middle East through various franchised arrangements.
Initial responses were encouraging.

Quiksilver Glorious Sun saw solid growth during the Period while brand name of Quiksilver in
the Mainland has been growing popular continually. The Management believes that further
efforts are required to raise the business performance of GSit. As a result of rapid expansion
of the retail networks during the Period, GSit's suffered heavier operating losses when compared
with the previous year. The Group had set targets aiming to boost both sales and profit for the
GSit's Management to meet. Overall speaking, the performance of the Group’s retail operation
has been good, which is an indication of initial success for the Group's strategic decision in
elevating retail activities as the Group's core business.
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During the Period, the Management had closed
down the manufacturing facilities in the
Philippines and Indonesia, which saw less
competitive in the market. Albeit such closing
down, the Group managed to maintain the
required production capacity, with improvement
in the competitiveness as well. As a result, the
Group’s sales from its exports business recorded
a growth of nearly 10%, compared with the
previous year.

For the Period, the Group's overall financial
position was solid with inventory staying at
healthy levels. As at 31 December 2006, the
Group had consolidated net cash of
HK$716,439,000 (2005: HK$1,030,790,000). For
the financial year ended 31 December 2006,
the Group recorded sales of HK$4,397,359,000
(2005: HK$3,802,398,000) and the net profit
attributable to the shareholders amounted to
HK$271,582,000 (2005: HK$242,809,000),
representing an increase of 15.65% and 11.85%
respectively.

DIVIDEND

The Directors have resolved to recommend the payment of a final dividend of HK12.24 cents
(2005: HK10.80 cents) per share and a special dividend of HK10.00 cents (2005: HK10.00
cents) per share for the year ended 31 December 2006 at the forthcoming annual generai
meeting to be held on Friday, 22 June 2007. The final dividend together with the special
dividend amounting to HK$234,601,000, if approved by the shareholders, are expected to be
paid on or around Friday, 29 June 2007 to those shareholders whose names appear on the
register of members of the Company on Friday, 22 June 2007.

REVIEW OF BUSINESSES

Retailing

During the Period, the Group's retail operations continued to perform well. Despite stiff
competition and rising rents, Jeanswest China managed to register double-digit sales growth
in the Mainland. Inventory turnover days were 51 days (2005: 54 days). As at the end of 2006,
the Group's retail network included 1,804 retail stores (2005: 1,507), of which 777 (2005: 628)
stores were operated under franchised arrangements. New stores in Dubai, New Zealand and
Macau were added to the Group's network of retail stores. For the financial year ended 31
December 2006, the Group recorded gross revenue of HK$2,918,766,000 (2005:
HK$2,492,489,000) from the markets of China, Australia and New Zealand, up 17.10% year-




on-year. Revenue from the Group's retail operations
further increased from 65.55% of the Group's
consolidated sales in 2005 to 66.38% in 2006.
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Jeanswest

The Group has been operating in the
China's retail market principally under
the brand name of Jeanswest. The
Chinese retail market was robust during
the Period. However, the market has
been growing more competitive with
new brand names added to the market
every month. Upward pressure on
operating costs, especially the rental
expenses, during the Period also
intensified. Meanwhile, the abnormai
weather condition in the Mainland had
brought in a warmer winter than
expected and had caused some
complications in our operation.
Attributed to the prudent strategies
adopted by the Management,
Jeanswest managed to gain larger
market shares in the Mainland. During the Period, the Group had teamed up with
Anhui Cable TV Station to produce and host the TV show “Jeanswest Super New
Talents Competition”, which was broadcasted nationwide, in addition to hosting
the annual Jeanswest Cup — a nationwide casual wear design competition. The
events had further boosted the brand image of Jeanswest in the PRC. Additional
efforts on marketing and promoting the Jeanswest brand name were also made,
driving up the Group's sales from this operation to HK$2,050,979,000 (2005:
HK$1,716,268,000), representing a year-on-year growth of 19.50%.

As at 31 December 2006, Jeanswest operated a total of 1,374 (2005: 1,162) retail
stores in the Mainland, in which 717 (2005: 567) were operated under franchised
arrangements, covering more than 250 cities and towns in China.

Quiksilver Glorious Sun

Business development of Quiksilver Glorious Sun has been good. Sales grew by
more than 50% when compared with the corresponding period in the previous year
with number of its retail stores increased from 2005's 15 stores to 23 stores, of
which 2 are operated under franchised arrangement. Market coverage has also
expanded from Hong Kong and Shanghai to Shenzhen, Beijing and Macau. Through
a series of promotion and marketing activities, brand name recognitions for
Quiksilver and Roxy in the Mainland have been further boosted.
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ii.  GSit

During the Period, both the retail footage occupied by the GSit operations and
sales recorded impressive growth of more than 60%. The business activities
originally operated under the "Kenzo” brand name in the Mainland have been
intergraded into GSit. Nevertheless, the rapid expansion programme engaged by
this operation in 2006 had fuelled rapid increase in expenses, resulting in heavier
operating losses. GSit's operations in Taiwan had also been negatively affected by
the poor market condition there. In view of the disappointing perfermance, the
Group has instructed the GSit Management to take remedial actions to improve
the performance. The Group had also made appropriate financial provisions against
the losses.

2. Australia and New Zealand

During the Period, economic
conditions in Australia were mixed.
Hike in commodity prices had
benefited the overall economy while
unemployment rate dropped to the
lowest level in 30 years. On the
contrary, interest rate on Australian
dollar continued to appreciate,
undermining retail sentiment.
Fortunately, brand name recognition
for Jeanswest was good and the
trendy designs managed to draw
favourable market responses. As a
result, this operation managed to
maintain growth in sales with
improvement in profit margin
throughout the year in a sluggish
market. During the Period, the
Group had acquired the entire
Jeanswest operation in New Zealand, of which business operation was generally in line
with the Management’s expectation.

The total retail sales in Australia and New Zealand for the year ended 31 December
2006 was HK$867,787,000 {2005: HK$776,221,000) representing an increase of 11.80%
when compared with last year. As at 31 December 2006, the retail networks in Australia
and New Zealand comprised 220 shops (2005: 190 shops) including 6 franchised ones
{2005: 6 shops).

Export

The US retail market in 2006 was good, helping the Group sustain stable average unit price
for its exports. Nevertheless, the Group saw the production cost rise. As planned, the
Management had closed down the Group's production facilities in the Philippines and Indonesia,
which commanded lesser competitive advantages. Through a series of consclidations and
restructures, the Group's production capacity remains adequate with improvement in
competitiveness.
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For the financial year ended 31 December 2006, the Group witnessed a 9.23% year-on-year
increase in exports to HK$1,254,136,000 (2005: HK$1,148,110,000), equivalent to 28.52% of
the Group’s consolidated sales (2005: 30.19%).

Other Businesses

Trading of fabric remained as the principal activities of the Group's other businesses. For the
Period, the activities in this category generated gross revenue of HK$224,457,000 (2005:
HK$161,799,000), increased by 38.73% on yearly basis.

FINANCIAL POSITION

The Group’s financial position has grown healthier. As mentioned earlier, the Group's inventory
level had improved. In 20086, the Group had entered into foreign currency forward contracts to
hedge its exposure to exchange risks in respect of the Australian dollars.

HUMAN RESOURCES

As at 31 December 2006, the Group employed about 31,000 employees (2005: 31,000). The
Group offers competitive remuneration packages to them. In addition, from time to time bonus
and share options may be granted based on the Group’s results and individual performance.

SOCIAL RESPONSIBILITY

The Group is a firm believer that a business organization should take up social responsibility
while pursuing profit enhancement. Hence, when manufacturing, the Group has been adhering
to the regulations on environmental protection, and making the best efforts to reduce the
production of wastage water and to minimize the exhaustion of poliuted air. The Group also
actively participated in social weifare services. Amongst the examples are the fund-raising
exercise for The Children Medical Research Institute in Australia, sponsoring the activities of
the Sowers Action Hong Kong and that of the Fire Services Department Volunteer Team in
Hong Kong. The Management together with its staff members also made denations to support
the development of the mincrity peoples in the less populated areas in China, to the Hong
Kong Polytechnic University, to the Jinan University in China and participated in the “against
poverty” project in Jinzhou in China. During the year, the Group's major shareholders as well
as the Management made personal donations to the Hong Kong AIDS Foundation to help
prevent the spreading of AIDS. Against this backdrop, a member of the Management was
proudly henoured as a "pioneer in making donations to the charitable businesses in the areas
of Guangdong, Hong Kong and Macau” and an “ambassador of China's public welfare".

PROSPECTS

Looking forward, in spite of the possibility that growth of the US economy may decelerate in
view of the problems associated with the subprime mortgage loans, the Group anticipates that
the Mainland retail market will continue to improve in 2007 on persistent economic growth in
China and the government’s policies to pursue a consumption-driven economic growth. The
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general Australian economy is also expected to
remain stable. Hereupon, the Management will
continue to take an aggressive stance when
expanding iis retail network with emphasis on the
Mainland market. Jeanswest's principal activities
in China in the coming vear will be on the upgrade
of brand image, product design and quality, in
order to bring “real value” to consumers. To
consolidate the leading status currently enjoyed
by Jeanswest in China, the Group will set up more
image stores and flagship stores in the prime
shopping areas.

As for the markets in Australia and New Zealand,
to capture larger market share through the
introduction of more trendy designs and provision
of better quality products, the Group will focus on
the product development of the jeans wear series
under the brand name of Alba Fan Club and the
denim jeans series under the brand name of
Jeanswest in addition to the emphasis on the
promotion of the Jeanswest image. Furthermore,
the Group has also planned to expand its Jeanswest network of retail stores to the South East
Asian markets under separate franchising arrangements to complement its strategy of operating
more franchised stores in the Middle East.

In 2007, Quiksilver Glorious Sun will accelerate its development pace. Other than increasing
the investment in the promotion of brand name, the Group will negotiate to produce more
Quiksilver products in China with the expectation to improve its gross profit margins and to
achieve breakeven. The Group will continue to focus on the upgrade of competitiveness and
on cost control in the businesses of exports and manufacturing while a new factory is scheduled
to be built in Vietnam.

Barring unforeseen circumstances, the Management has confidence that the Group will continue
to bring reasonable returns to its shareholders in 2007.

APPRECIATION

On behalf of the Board of Directors, | would like to take this opportunity to express our sincere
appreciation to the shareholders for their support, and to the Management and staff for their
dedicated efforts.

Dr. Charles Yeung, SBS, JP
Chairman

Hong Kong, 11 April 2007







Retail Networks

In China

- Total no. of shops : Mainland China

Xinjiang

Tibet

The HKSAR

1,544
13

Taiwan 27
Total 1,584
Heilongjiang @
. Jin@ -
//’
. Liaoning @
/ e
~ ’ Beijing
P
‘ Hebei @@ T .
inner Mongolia lanin )
] .
® hanxi Shandon
Gansu Shanxi @ q @
Henan i .
Ningxia @ Jiangsu @
@ Shanghai @
Shaanii @  Anhui @ by
Hubei ® !
A1 ® Zhejiang
Sichuan . Py Jangi :
Chongging Haan o i
Fujian ' I
Guizhou @ Taiwan |
, Yunnan Guangxi Guagdong '
N
- Hong Kong

. @ Hainan




Retail Network
In Australia And New Zealand

Total no. of shops : 220
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9 months
12 months ended ended

31.12.2006 31.12.2005 31.12.2004 31.12.2003 31.12.2002

Revenue (HK$'000) 4,397,359 3,802,398 3,583,751 3,310,309 2,436,567
Increase
in revenue
in percentage 15.65% 6.10% B8.26% N/A N/A
Revenue analysis:
1. Retail
a. Mainland China 2,050,979 1,716,268 1,477,645 1,251,322 840,610
b.  Australia &
New Zealand 867,787 776,221 800,014 585,124 412,088
2. Export 1,254,136 1,148,110 1,144,528 1,266,510 981,686
3. Others 224,457 161,799 161,564 207,353 202,183
Operating margin
(after finance costs) (%) 8.24% 8.57% 9.52% 9.62% 8.92%

Profit attributable to

equity holders of

the Company (HK$'000) 271,582 242,809 219,193 164,844 128,694
Increase in profit attributable to

equity holders of the Company

in percentage 11.85% 10.77% 32.97% NIA N/A
Equity attributable to

equity holders of the Company 1,723,002 1,663,138 1,470,253 1,342,398 1,250,604

Working capital (HK$'000) 819,758 936,572 939,877 948,632 905,684
Total liabilities to equity ratio 1.07 0.96 0.96 1.00 0.93
Net cash/(bank borrowings)

to equity ratio 0.42 0.62 0.76 0.69 0.53
Current ratio 1.45 1.59 1.68 1.74 1.83
Inventory turnover (days) 51 54 57 56 59
Return on total assets {%}) 7.32% 7.12% 7.24% 573% 5.00%
Return on equity (%) ' 15.76% 14.60% 14.91% 12.28% 10.29%
Return on sales (%) 6.18% 6.39% 6.12% 4.98% 5.28%
Earnings per share (HK cents)

Basic 25.79 23.80 21.91 16.47 12.86

Diluted 25.60 23.35 21.59 16.37 N/A
Dividend per share (HK cents) 25.44 23.80 13.20 10.20 10.20
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OPERATING PROFIT AND PROFIT ATTRIBUTABLE '
TO EQUITY HOLDERS OF THE COMPANY
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4 Profit attributable to equity holders of the Company
(] Operating profit (after finance costs)

WORKING CAPITAL AND EQUITY ATTRIBUTABLE T
EQUITY HOLDERS OF THE COMPANY
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Year ended 31 December 2006

RETAIL OPERATION HIGHLIGHTS

Net sales for the
Year/period (HK$'000)
Mainland China
Australia & New Zealand

Retail floor area of directly
Managed shops (sq.ft.)
Mainland China
Austratia & New Zealand

Number of sales persons
Mainland China
Australia & New Zealand

Number of employees
Mainland China
Australia & New Zealand

Number of directly managed shops
Mainland China
Australia & New Zealand

Number of franchised shops
Mainland China
Australia & New Zealand

Total number of retail shops
Mainland China
Australia & New Zealand

9 months

12 months ended ended

31.12.2006 31.12.2005 31.12.2004 31.12.2003 31.12.2002
2,918,766 2,492,489 2,277,659 1,836,446 1,252,698
2,050,979 1,716,268 1,477,645 1,251,322 840,610
867,787 776,221 800,014 585,124 412,088
967,358 826,783 729,153 652,448 639,919
715,278 615,065 522,709 456,067 452 895
252,080 211,718 206,444 196,381 187,024
7,708 6,800 6,440 5,806 5,098
6,219 5,527 5,167 4,647 4,036
1,489 1,273 1,273 1,159 1,062
9,188 8,187 7,819 7,084 6,212
7,576 6,794 6,417 5,795 5,032
1,612 1,393 1,402 1,288 1,180

871 779 744 687 648

657 585 565 510 481

214 184 179 177 167

723 573 423 269 158

717 567 417 263 152

6 6 6 6 6

1,594 1,352 1,167 956 806
1,374 1,162 982 773 633
220 190 185 183 173

The above highlights are related to “Jeanswest” networks only.




Year ended 31 December 2006
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GARMENT MANUFACTURING HIGHLIGHTS

Sales for the year/period
{including sales to retail
operation) (HK$'000)

Monthly capacity at year/period
ended (dozens)

Production floor
area {sq.ft.)

Number of workers

Percentage of sales to:
Group

Third parties
USA

Canada

Others

9 months

12 months ended ended

31.12.2006 31.12.2005 31.12.2004 31.12.2003 31.12.2002
1,752,342 1,619,295 1,708,528 1,797,968 1,395,792
365,000 409,000 437,000 431,000 377,000
2,174,000 2,279,000 2,172,000 2,161,000 2,053,000
17,800 21,600 22,200 23,500 21,700
27.68% 32.94% 32.12% 26.04% 24.80%
712.32% 67.06% 67.88% 73.96% 75.20%
59.30% 54.04% 55.79% 57.79% 60.69%
8.85% 4.56% 4.89% 4.35% 3.46%
4.17% 8.46% 7.20% 11.82% 11.05%



CORPORATE GOVERNANCE PRACTICE

The Company is committed to maintaining a high standard of corporate governance and has
applied the principles of the Code Provisions as set out in the Code on Corporate Governance
Practices (the “CG Code”) in Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) which became effective 1
January 2005.

Throughout the year ended 31 December 2006 (the “year under review”), the Company has
complied with the Code Provisions set out in the CG Code, except for the deviation from
provision A.4.2 in respect of the rotation of directors. Explanations for such non-compliance
are provided in this report.

BOARD OF DIRECTORS

The Board’'s primary responsibilities are to formulate the Company’s long-term corporate
strategy, to oversee the management of the Group, to evaluate the performance of the Group
and to assess the achievement of targets periodically set by the Board.

In addition, the Board has also established Board Committees and has delegated to these
Board Committees various responsibilities set out in their terms of reference respectively.

The Board comprises twelve Directors, whose biographical details are set out in the “Directors’
and Senior Management's Biographies” section in the Report of the Directors. Eight of the
Directors are executive, three are independent non-executive and one is non-executive.

The members of the Board for the year under review are:

Executive

Dr. Charles Yeung, SBS, JP (Chairman)
Mr. Yeung Chun Fan (Vice-chairman)
Mr. Yeung Chun Ho

Mr. Pau Sze Kee, Jackson

Mr. Hui Chung Shing, Herman, JP

Ms. Cheung Wai Yee

Mr. Chan Wing Kan, Archie

Mr. Teo Heng Kee, Peter
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Independent non-executive

Mr. Wong Man Kong, Peter, BBS, JP

Mr. Lau Hon Chuen, Ambrose, GBS, JP
Mr. Chung Shui Ming, Timpson, GBS, JP

Non-executive
Dr. Lam Lee G.

The relationship among the members of the Board is disclosed under the “Directors’ and
Senior Management's Biographies” section in the Report of the Directors. -

THE CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

The roles of Chairman and Chief Executive Officer are separate and are performed by Dr.
Charles Yeung, SBS, JP and the General Manager of the Group, Mr. Yeung Chun Fan,
respectively. Their respective responsibilities are clearly defined and are set out in writing. Mr.
Yeung Chun Fan is also the Vice-chairman of the Board.

The Chairman takes the lead in formulating and setting Group strategies and policies in
conjunction with the Board; oversees the function of the Board and encourages and facilitates
constructive relations between executive and non-executive Directors.

The General Manager, supported by other Board members and the senior management, is
responsible for overseeing the Group’s business operation, implementing the strategies laid
down by the Board and managing day-to-day operation.

INDEPENDENCE

Each independent non-executive Director has given the Company an annual confirmation of
his independence pursuant to Rule 3.13 of the Listing Rules. The Company considers such
Directors to be independent under the guidelines set out in Rule 3.13 of the Listing Rules.




APPOINTMENT AND RE-ELECTION OF DIRECTORS

The Company has not established a nomination committee pursuant to the Recommended
Best Practices of the CG Code. The Board is responsible for reviewing its own structure, size
and composition regularly to ensure that it has a balance of expertise, skills, knowledge and
experience appropriate to the needs of the business of the Company. The Board will take into
consideration criteria such as expertise, experience, integrity and commitment when considering
any appointment of its own members.

During the year under review, no new member has been appointed to the Board.

The Board recommended the appointment of the Directors standing for re-election at the
farthcoming annual general meeting of the Company which is to be held on 22 June 2007.

All the non-executive Director and independent non-executive Directors are appointed for a
specific term of two years and are required tc retire and eligible for re-election at the annual
general meeting of the Company in the year of expiry of the term.

Under the provision A.4.2 of the CG Code, every director, including those appointed for a
specific term, shall be subject to retirement by rotation at least once every three years.
However, in accordance with the Bye-laws of the Company, Dr. Charles Yeung, SBS, JP, the
Chairman of the Board, shall not be subject to retirement by rotation. The Board considers
that due to the fact that Dr. Charles Yeungq, SBS, JP is the founder of the Group, he is eligible
for being the Chairman of the Board during his lifetime and he need not be subject to retirement
by rotation.




MEETINGS AND ATTENDANCE

The Board met on five occasions during the year under review. The attendance of individual
Directors at the Board meetings and the two Board Committees {the Audit Committee and the
Remuneration Committee) meetings is set out in the table below:

Meetings Attended/Held
Audit Remuneration

Directors Board Committee Committee
Executive

Dr. Charles Yeung, SBS, JP 4/5*

Mr. Yeung Chun Fan 4/5*

Mr. Yeung Chun Ho 4/5*

Mr. Pau Sze Kee, Jackson 5/5

Mr. Hui Chung Shing, Herman, JP 5/5

Ms. Cheung Wai Yee 4/5*

Mr. Chan Wing Kan, Archie 5/5

Mr. Tec Heng Kee, Peter 5/5

independent non-executive

Mr. Wong Man Kong, Peter, BBS, JP 4/5 2/2 11
Mr. Lau Hon Chuen, Ambrose, GBS, JP 4/5 212
Mr. Chung Shui Ming, Timpson, GBS, JP 4/5 2/2 LAl

Non-executive
Dr. Lam Lee G. 55 212

these Directors were absent from a Board meeting at which a connected transaction was discussed. The Directors
absent were defined as connected persons under the Listing Rules in respect of the connected transaction.




BOARD COMMITTEES

The Board has established Audit Committee and Remuneration Committee in accordance with
the CG Code to oversee particular aspects of the Company’s affairs. All or a majority of the
members of the Committees are independent non-executive Directors. The Board Committees
have clear written terms of reference and have to report to the Board on their decisions and
recommendations.

The Audit Committee

The Audit Committee has been established since 1998. Currently it comprises three independent
non-executive Directors, namely Mr. Lau Hon Chuen, Ambrose, GBS, JP {Committee Chairman),
Mr. Wong Man Kong, Peter, BBS, JP and Mr. Chung Shui Ming, Timpson, GBS, JP, and the
non-executive Director, Dr. Lam Lee G. Written terms of reference of the Audit Committee
were formulated and adopted in 1998 and subsequently amended in 2005 in order to comply
with the Code Provisions of the CG Code.

The main responsibilities of the Audit Committee are to review the accounting principles and
practices adopted by the Group and to review the effectiveness of the financial reporting
process and internal control system of the Group.

The Audit Committee held two meetings during the year under review. The work of the Audit
Committee in 2006 included the following:

- review of the 2005 annual resufts announcement and financial statements

- review of the 2006 interim results announcement

- review of the internal audit reports, risk assessment and risk management report, all
prepared by the internal audit department of the Company

- review of connected transactions for the year 2005 and for the six months ended 30
June 2006

- approval of the terms of engagement and the remuneration of external auditors

During the year under review, the Audit Committee met with the external auditors once.
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The Remuneration Committee

The Remuneration Committee comprises two independent non-executive Directors, namely
Mr. Wong Man Kong, Peter, BBS, JP {Committee Chairman) and Mr. Chung Shui Ming, Timpson,
GBS, JP. Written terms of reference of the Remuneration Committee were formulated in
accordance with the Code Provision of the CG Code.

The main responsibilities of the Remuneration Committee are to review and endorse the
remuneration policy of the Directors and senior management and to make recommendations
to the Board for the remuneration of the Directors and senior management. The Remuneration
Committee ensures that no Director is involved in deciding his/her own remuneration.

The Remuneration Committee held one meeting during the year under review. The work of the
Remuneration Committee in 2006 included the following:

- review of the remuneration of the executive Directors and senior management for the
years 2005 and 2006

- approval of the 2006 bonuses and the 2007 salary increases for executive Directors and
senior management

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the code of conduct regarding Directors’ securities transaction as
set out in the Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code").

The Board confirms that, having made specific enquiry of all Directors, the Directors have
complied with the required standards set out in the Model Code throughout the year under
review.,

EMPLOYEES’ SECURITIES TRANSACTIONS

The Company has adopted dealing rules based on the Model Code (the "Dealing Rules”)
governing securities transaction by the employees of the Group who are likely to be in
possession of unpublished price-sensitive information in relation to the Group. These employees
have been individually notified and provided with a copy of the Dealing Rules.
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ACCOUNTABILITY

The Directors acknowledge their responsibility to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the Group. The Board is not
aware of any material uncertainties relating to the events or condition that might cast doubt
upon the Company’s ability to continue as a going concern. Accordingly, the Board has prepared
the financial statements of the Company on a going concern basis.

The Board acknowledges its responsibility to present a balanced, clear and understandable
assessment in the Company’s annual and interim reports, other price-sensitive announcements
and other financial disclosures required under the Listing Rules, and reports to the regulators.

INTERNAL CONTROL

The Board has overall responsibility for the Group's system of internal control and for reviewing
its effectiveness. The Board is committed to implementing an effective and sound internal
control system to safeguard the shareholiders’ investment and the Group's assets.

The internal audit department plays a major role in evaluating the internal control of the
Group. During the year under review, the internal audit department and the management
conducted reviews of the effectiveness of the Group’s system of internal control which covered
all material controls including financial, operational and compliance controls and risk
management function. No material control failure or significant areas of concern which might
affect shareholders’ interests were identified during the reviews. The Board is satisfied with
the effectiveness of the Group's internal control.

AUDITORS’ REMUNERATION

The fees in respect of audit and non-audit services provided to the Group by the external
auditors of the Company, Messrs. Ernst & Young, for the year ended 31 December 2006
amounted to approximately HK$4.6 million and HK$0.15 million respectively. The non-audit
services included tax matters, review and other reporting services.

COMMUNICATIONS WITH SHAREHOLDERS

The Company regards the annual general meeting as an important event as it provides an
opportunity for direct communications between its shareholders and the Board. At the Company's
2006 annual general meeting, the Chairman of the Board as well as the Chairmen of the Audit
Committee and the Remuneration Committee were present to answer shareholders’ questions.

The Company has also maintained a website at http://www.glorisun.com which enables
shareholders, investors and the general public to have access to the information of the Company.
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The directors present their report and the audited financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 31 December 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Company’s subsidiaries are
engaged in the retailing, export and production of casual wear. The principal activities of the
Group have not significantly changed during the year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2006 and the state of affairs of the
Company and the Group at that date are set out in the financial statements on pages 45 to
134.

An interim dividend of HK3.20 cents per ordinary share was paid on 17 October 2006. The
directors recommended the payment of a final dividend of HK12.24 cents and a special
dividend of HK10.00 cents per ordinary share in respect of the year, to shareholders on the
register of members on 22 June 2007. This recommendation has been incorporated in the
financial statements as an allocation of retained profits within the equity section of the balance
sheet.

FINANCIAL SUMMARY

A summary of the published results and assets, liabilities and minority interests of the Group
for the last five financial years/period, as extracted from the audited financial statements and
restated/reclassified as appropriate, is set out on pages 135 and 136 of the annual report.
This summary does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment and investment properties of the
Group during the year are set out in notes 14 and 15 to the financial statements, respectively.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company's share capital and share options during the year,
together with the reasons thereof, are set out in notes 32 and 33 to the financial statements,
respectively.

PRE-EMPTIVE RIGHTS

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




RESERVES

Details of movements in the reserves of the Company and the Group during the year are set
out in note 34 to the financial statements and in the consolidated summary statement of
changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2006, the Company’s reserves available for distribution, as computed in
accordance with The Companies Act 1981 of Bermuda {(as amended), amounted to
HK$650,826,000, of which HK$129,115,000 and HK$105,486,000 have been proposed as
final dividend and special dividend respectively for the year. In addition, the Company’s share
premium account, in the amount of HK$373,938,000, may be distributed in the form of fully
paid bonus shares.

CHARITABLE CONTRIBUTIONS
During the year, the Group made charitable contributions totalling HK$234,000.
MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group’s five largest customers accounted for less than 30% of the Group's total
turnover for the year.

Purchases from the Group’s five largest suppliers accounted for less than 30% of the Group's
total purchases far the year.

DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Executive
Dr. Charles Yeung, SBS, JP {Chairman)
Mr. Yeung Chun Fan {Vice-chairman)

Mr. Yeung Chun Ho

Mr. Pau Sze Kee, Jackson

Mr. Hui Chung Shing, Herman, JP
Ms. Cheung Wai Yee

Mr. Chan Wing Kan, Archie

Mr. Teo Heng Kee, Peter

Independent non-executive

Mr. Wong Man Kong, Peter, BBS, JP

Mr. Lau Hon Chuen, Ambrose, GBS, JP
Mr. Chung Shui Ming, Timpson, GBS, JP

Non-executive
Dr. Lam Lee G.
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DIRECTORS (CONTINUED)

in accordance with bye-law 110(A) of the Company's Bye-laws, Ms. Cheung Wai Yee, Mr. Lau
Hon Chuen, Ambrose, GBS, JP, Mr. Chung Shui Ming, Timpson, GBS, JP and Dr. Lam Lee G.
will retire and, being eligible, will offer themselves for re-election at the forthcoming annual
general meeting.

The Company has received annual confirmation from each of the independent non-executive
directors as regards their independence to the Company and considers that each of the
independent non-executive directors is independent to the Company.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general meeting has a service
contract with the Company which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the section headed “Connected transactions and Continuing Connected
Transactions” below and in note 40 to the financial statements, no director had a material
interest, either directly or indirectly, in any contract of significance to the business of the
Group to which the Company or any of its subsidiaries was a party during the year.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES

As at 31 December 2006, the interests or short positions of the directors of the Company in
the shares, underlying shares and debentures of the Company or any of its associated
corporations {within the meaning of Divisions 7 and 8 of Part XV of the Securities and Futures
Ordinance (the “SFQO™), as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Mode! Code for
Securities Transactions by Directors of Listed tssuers (the "Model Code”) contained in the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) were as
follows:

Percentage of
issued share

Name of director Capacity No. of shares held Total capital
Long position  Short position %)
Dr. Charles Yeung, Interest of controlled 627,668,000 6,600,000  634,268,000% 60.128
SBS, JP corporations
Mr. Yeung Chun Fan (i) Interest of controlled 27,668,000 6,600,000
corporations } 640,998,000 014 ® 60.766
(i) Interest of spouse 6,730,000 -
Mr. Yeung Chun Ho Interest of a controlled 32,430,000 - 32,430,000 3.074
corporation
Mr. Pau Sze Kee, Jacksen  Beneficial owner 9,370,000 - 9,370,000 0.688
Mr. Hui Chung Shing, Beneficial owner 6,250,000 - 6,250,000 0.592
Herman, JP
Ms. Cheung Wai Yee {i) Beneficial owner 6,730,000 -
fii) Interest of spouse 627668000 6,600,000 J O40.998.0000%8 60766
Mr. Law Hon Chuen, Beneficial owner 956,000 - 956,000 0.09%

Ambrose, GBS, JP

AW
-
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES {CONTINUED)

Notes:

(1) 398,988,000 shares (of which interests in 6,600,000 shares are short position) were held by Glorious Sun
Holdings (BVI) Limited {the entire issued voting share capital of which was held as to 51,934% by Dr. Charles
Yeung, SBS. JP and as to 48.066% by Mr. Yeung Chun Fan}, 233,540,000 shares were held by Advancetex
Holdings (BVI]) Limited {the entire issued voting share capital of which was held as t0 51,934% by Dr. Charles
Yeung, SBS, JP and as to 48.066% by Mr. Yeung Chun Fan} and 1,740,000 shares were held by G. S.
Strategic Investment Limited (the entire issued voting share capital of which was held as to 50% by each of
Dr. Charles Yeung, SBS, JP and Mr. Yeung Chun Fan).

(2) 32,430,000 shares were held by Unicom Consultants Limited, a company wholly owned by Mr. Yeung Chun
Ho.

{3) Ms. Cheung Wai Yee is the spouse of Mr. Yeung Chun Fan. §,730,000 shares related to the same block of
shares held by Ms. Cheung Wai Yee and 634,268,000 shares related to the same block of shares held by
three companies controlled by Mr. Yeung Chun Fan.

Save as disclosed above, as at 31 December 2006, none of the directors of the Company had
any interests or short position in the shares, underlying shares or debentures of the Company
or any of its associated corperations, within the meaning of Divisions 7 and 8 of Part XV of the
SFO, as recorded in the register required to be kept by the Company pursuant tc Section 352
of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the
Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from the share option schemes disclosure in note 33 to the financial statements, at no
time during the year were rights to acquire benefits by means of the acquisition of shares in or
debentures of the Company granted to any director or their respective spouse or children
under 18 years of age, or were any such rights exercised by them; or was the Company or any
of its subsidiaries a party to any arrangements to enable the Company's directors or their
associates to acquire benefits by means of the acquisition of shares in or debentures of the
Company or any other bedy corporate.

SHARE OPTION SCHEMES

Concerning the share options granted to the directors, substantial shareholders and employees,
as detailed in note 33 to the financial statements, the directors do not consider it appropriate
to disclose a theoretical value of the options granted, because in the absence of a readily
available market value of the share options on the ordinary shares of the Company, the
directors were unable to arrive at an accurate assessment of the value of these share options.




DIRECTORS’ AND SENIOR MANAGEMENT’'S BIOGRAPHIES

Executive Directors

Dr. YEUNG Chun Kam, SBS, JP, alias Charles YEUNG, aged 60, is the founder and Chairman
of the Group. He is responsible for the Group’s business strategies. Dr. Yeung has over 35
years of experience in the garment industry. He was an awardee of the “Young Industrialist
Award of Hong Kong” in 1991 and was conferred an honorary doctorate degree by the China
Textile University in 1993 and an honorary fellow by The Professional Validation Council of
Hong Kong Industries in 2002. Dr. Yeung is a Member of the National Committee of the
Chinese People’s Political Consultative Conference, the Vice-president of China Association
of Enterprises with Foreign Investment and a Vice-chairman of The Chinese General Chamber
of Commerce. Dr. Yeung is also an advisory professor of the East China University and the
Tianjin Polytechnic University and a visiting professor of the Xi'an Polytechnic University in the
Mainland China. Dr. Yeung is a director and shareholder of Glorious Sun Holdings (BVI)
Limited and Advancetex Holdings (BVI) Limited which are the substantial shareholders of the
Company (as disclosed in the section headed “Substantial Shareholders” in this Report).

Mr. YEUNG Chun Fan, aged 54, is the Vice-chairman and General Manager of the Group
which he joined in 1975. He has over 30 years of experience in the garment industry. Mr.
Yeung is an Honorary Fellow Member of the Hong Kong Institution of Textile and Apparel, the
President of The Federation of Hong Kong Garment Manufacturers, an advisory professor of
the Nanjiang University, the East China University and the Qingdao University, a part-time
professor of the Northeastern University and Business School of Jilin University. Mr. Yeung is
a Member of the Standing Committee of the Hebei Committee of The Political Consultative
Conference and a Vice-president of the China National Garment Association. Mr. Yeung is
responsible for the Group’s overall business operations. He is a brother of Dr. Charles Yeung,
SBS, JP and Mr. Yeung Chun Ho. Mr. Yeung is a director and shareholder of Glorious Sun
Holdings (BVI) Limited and Advancetex Holdings {(BVI) Limited which are the substantial
shareholders of the Company (as disclosed in the section headed “Substantial Shareholders”
in this Report).

Mr. YEUNG Chun Ho, aged 62, joined the Group in 1979 and is a Deputy General Manager of
the Group. Mr. Yeung has over 30 years of experience in the garment industry. He is responsible
for the Group’s weaving and dyeing operations as well as the woven apparel manufacturing
operations. Mr. Yeung is a brother of Dr. Charles Yeung, SBS, JP and Mr. Yeung Chun Fan.

Mr. PAU Sze Kee, Jackson, aged 55, joined the Group in 1987 and is a Deputy General
Manager of the Group. Mr. Pau graduated from the University of Hong Kong with a bachelor’s
degree in Social Sciences. Before joining the Group, he had worked in several financial
institutions and a listed trading company in the United Kingdom for more than 10 years. He is
responsible for the Group’s retail operations in Australia and the administrative and financial
matters of the Group’s production operations in the Bangladesh.




DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED}

Executive Directors (continued)

Mr. HUI Chung Shing, Herman, JP, aged 56, is responsible for the strategic planning and
legal matters of the Group. Mr. Hui graduated from the University of Hong Kong with a
bachelor’s degree in Laws. He is a solicitor of the High Court of the Hong Kong Special
Administrative Region and has also been admitted as a solicitor of the Supreme Court of
England and Wales and as a soliciter and barrister of the Supreme Court of Victoria, Australia.
Before joining the Group in 1995, Mr. Hui was the Group's external legal advisor.

Ms. CHEUNG Wai Yee, aged 55, joined the Group in 1975 and is responsible for the Group's
woven apparel manufacturing and export sales operations as well as assisting in the
development of retail business in the Mainland China. Ms. Cheung is the wife of Mr. Yeung
Chun Fan.

Mr. CHAN Wing Kan, Archie, aged 60, has been the Group's business consultant in the past.
Mr. Chan graduated from the University of New Scuth Wales, Australia with a bachelor's
degree in Commerce. He is a Member of the Hong Kong Institute of Certified Public Accountants
and the Institute of Chartered Accountants in Australia. Mr. Chan has extensive experience in
corporate investment and management. He is responsible for the business development of the
Group.

Mr. TEO Heng Kee, Peter, aged 41, joined the Group in 2005 and is responsible for the
business development of the Group. Mr. Teo is a graduate of the Indiana University
(Bloomington) USA, with a bachelor’s of science degree. Before joining the Group, Mr. Teo
held various senior retailing positions in the USA, Singapore and Hong Kong.

Independent Non-Executive Directors

Mr. WONG Man Kong, Peter, BBS, JP, aged 58, has been an Independent Non-executive
Director of the Company since August 1996. Mr. Wong is a graduate of the University of
California at Berkeley in USA with a bachelor of science degree in Mechanical Engineering
(Naval Architecture) and was an awardee of the “Young Industrialist Award of Hong Kong” in
1988. Mr. Wong is the Chairman of M.K. Corporation Ltd., a Director of Hong Kong Ferry
(Holdings) Co. Ltd., China Travel International investment Hong Kong Limited, Sun Hung Kai
& Co. Limited, Chinney Investments, Limited, Sino Hotels (Holdings) Limited and the Chairman
of North West Development Ltd. He is a Deputy of the 10th National People’s Congress of the
PRC, an Executive Vice Chairman of Hong Kong Pei Hua Education Association, a Vice
Chairman of Chamber of Tourism, All-China Federation of Industry & Commerce and a Director
of Ji Nan University. He holds title of Honorary Professor in Lanzhou University and The
Central University for Nationalities.




DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED)

Independent Non-Executive Directors (continued)

Mr. LAU Hon Chuen, GBS, JP, alias Ambrose LAU, aged 59, has been an Independent Non-
executive Director of the Company since March 1997. Mr. Lau obtained a bachelor's degree in
Laws from the University of London. He is a solicitor and a China-Appocinted Attesting Officer.
He is also a Standing Committee Member of the National Committee of the Chinese People's
Political Consultative Conference, a Member of the Commission on Strategic Development,
Hong Koang SAR and a Director of the Hong Kong Mortgage Corporation Limited.

Mr. CHUNG Shui Ming, Timpson, GBS, JP, aged 55, has been an Independent Non-executive
Director of the Company since September 2004. Mr. Chung holds a Master of Business
Administration Degree and is a Fellow Member of the Hong Kong Institute of Certified Public
Accountants and Association of Chartered Certified Accountants. Currently he is an Executive
Director of Hantec Investment Holdings Limited and an Independent Non-executive Director of
Tai Shing International (Holdings) Limited, China Netcom Group Corporation (Hong Kong)
Limited, Miramar Hotel and investment Company, Limited and Nine Dragons Paper (Heoldings)
Limited. He is also a Member of National Committee of the 10th Chinese People’s Political
Consultative Conference and the Chairman of the Council of the City University of Hong Kong.

Non-Executive Director

Dr. LAM Lee G., aged 47, has been a Non-executive Director of the Company since September
2004. He holds a Bachelor of Science in Mathematics and Sciences, a Master of Science in
Systems Science, and a Master of Business Administration, all from the University of Ottawa
in Canada, a Post-graduate Diploma in Public Administration from Carleton University in Canada,
a Post-graduate Diploma in English and Hong Kong Law and a Bachelor of Law (Hons) from
Manchester Metropolitan University in the UK, and a Doctor of Philosophy from the University
of Hong Kong. Dr. Lam has over 25 years of multinational general management, corporate
governance, investment banking, and direct investment experience. He is Chairman of Monte
Jade Science and Technology Association of Hong Kong, and serves on the board of a
number of publicly-listed companies in the Asia Pacific region. He is a Member of the Hong
Kong Institute of Bankers, a Member of the Young Presidents’ Organization, a Fellow of the
Hong Kong Institute of Directors and the China Institute of Directors, and a Member of the
General Council of the Chamber of Hong Kong Listed Companies.
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES (CONTINUED)

Senior Management

Mr. CHOW Hing Ping, aged 58, joined the Group in 1979 and is a Deputy General Manager of
the Group. Mr. Chow is responsible for the administration and financial matters of the production
and retail operations of the Group in Hong Kong and the Mainland China.

Mr. FUNG Hing Keng, aged 57, joined the Group in 1978 and is a Deputy General Manager of
the Group. Mr. Fung has over 35 years of experience in the garment industry. He is responsible
for the woven apparel manufacturing operations in the Mainland China and assists in the
development of the retail operations in the same area.

Mr. LEE Fung Tai, aged 59, joined the Group in 1983 and is the head of the knitwear division
responsible for production. Mr. Lee has over 35 years of experience in the garment industry.
He is a substantial shareholder of the companies under the knitwear division.

Mr. LI Fung Lok, aged 57, joined the Group in 1983 and is the head of the knitwear division
responsible for administration and export sales. Mr. Li has over 35 years of experience in the
garment industry. Mr. Li is a substantial shareholder of the companies under the knitwear
division.

Ms. CHEUNG Man Yee, Carmen, aged 56, joined the Group in 1882 and is responsible for
the Group’s product development and marketing operations. Ms. Cheung graduated from the
University of Hawaii in USA with a bachelor’s degree in Arts. Prior to joining the Group, she
was the manager of the sales and purchase department in one of the largest department
stores in USA. Ms. Cheung is the sister of Ms. Cheung Wai Yee.

Mr. LAl Man Sum, alias Sam LAIl, aged 45, joined the Group in 1981 and is the Chief
Accountant of the Group. Mr. Lai graduated from the University of Hong Kong with a bachelor's
degree in Social Sciences. He is a fellow of the Association of Chartered Certified Accountants
in the United Kingdom and a Member of the Hong Kong Institute of Certified Public Accountants.
Before joining the Group, Mr. Lai worked for an international accounting firm and a garment
company for many years.

Mr. MUI Sau Keung, alias Isaac MUI, aged 44, joined the Group in 1993. He was appointed
as the Company Secretary with effect from December 2005. Mr. Mui graduated from the
University of Hong Kong with a bachelor’s degree in Social Sciences. He is a member of the
Hong Kong Institute of Certified Public Accountants. Before joining the Group, Mr. Mui worked
in various companies in Hong Kong responsible for finance, personnel and administrative
jobs.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2006, the register kept by the Company under Section 336 of the SFO
showed that the following shareholders (other than directors of the Company) had disclosed to
the Company pursuant to Divisions 2 and 3 of Part XV of the SFO an interest or a short
position in the shares or underlying shares of the Company:

Percentage
of issued
Name of shareholder Capacity Number of shares held Total share capital
Long position  Shert position {%)
Glosious Sun Holdings Beneficial owner 392,388,000 £,600,000 398,088,000 37.6824
{BVI) Limited
Advancetex Holdings Beneficial owner 233,540,000 - 233,540,000 22139
{BVI} Limited
Cheah Cheng Hye (i} Beneficial owner 500,000 -
{iiy Interest of child under 240,000 -
18 of spouse 63,235,000 5.995
(iii} Interest of a controlled 62,495,000 O -
corporation
Value Pariners Limited Investment manager 62,857,000 - 62,857,000 5.958
Commonweaith interest of controlled 73,875,100 - 73,875,100 7.003
Bank of Australia corporations
Notes:

{1) Mr. Cheah Cheng Hye was deemed to be interestied in these shares held by Value Partners Limited, a
company controlled by Mr. Cheah Cheng Hye.

(2) 73,875,100 shares were held by various wholly-owned subsidiaries of Commonwealth Bank of Australia.

Save as disclosed above, no other parties {other than directors of the Company) disclosed to
the Company pursuant to Divisions 2 and 3 of Part XV of the SFO or were recorded in the
register kept by the Company under Section 336 of the SFO as having an interest or a short
position in the shares or underlying shares of the Company as at 31 December 2006.




R o NUR S N S T i it TR T TN NN T e
o v ~ — - S S
Sl NPV N S U R S S

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS

During the year, the Group had the following connected transactions and continuing connected
transactions. The Company has complied with the disclosure requirement in accordance with
Chapter 14A of the Listing Rules.

Connected Transactions

On 7 April 2008, Jeanswest International (L) Limited, a wholly owned subsidiary of the Company,
entered into an acquisition agreement with the Company’s directors, Dr. Charles Yeung, SBS,
JP and Mr. Yeung Chun Fan, for the acquisition of the entire issued share capital of Goldpromise
Limited and related shareholders’ loan approximately HK$36,569,000, for a total consideration
of US$10,180,000 (approximately HK$78,832,000). Completion of the acquisition agreement
took place on 27 May 20086.

In the opinion of the Company’s Independent Non-executive Directors, the above connected
transactions were entered into the ordinary and usuat course of business and based on
normat commercial terms agreed after arm’s length negotiation between the parties and pursuant
to the terms of the relevant agreement.

Continuing Connected Transactions

2006 2005
Notes HK$'000 HK$'000

Rental expenses paid to: (i
Golden Sunshine Enterprises Limited 3,641 3,839
Houtex Investments Limited 1,272 1,216
G. S. (Yeungs) Limited 831 759
Gantin Limited 288 281
Harbour Guide Limited 2,138 2,204
Gloryear Management Limited 234 678
8,404 8,977

Management fees paid to: (iii)
Golden Sunshine Enterprises Limited 913 975
G. S. Property Management Limited 276 276
1,189 1,251

Sales of garment to: (i)
Jeanswest Corporation (New Zealand) Limited 2,729 6,069

Service fee income received from: (iii)
Jeanswest Corporation (New Zealand) Limited 3,299 7.988

LRSS N AN AR DAL LI T A




CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS
(CONTINUED)

Continuing Connected Transactions (continued)

Notes:
(i) The rental expenses were charged with reference to the prevailing epen market rentals.
(i) The sales of garment were made according to terms and conditions comparable to those offered to the major

customers of the Group.

{iii) Management service fees were charged according to the management services agreement signed between
the parties having regard to the cost of services provided.

All of the above companies are controlled by Dr. Charles Yeung, SBS, JP and Mr. Yeung Chun
Fan, both of whom are directors of the Company.

The Independent Non-executive Directors of the Company have reviewed and confirmed that
all the above transactions with the related companies are in the ordinary and usual course of
the Group's business, and that in their opinion, they are on terms that are fair and reasonable
so far as the shareholders of the Company are concerned, and in accordance with the terms
of the agreements governing the transactions.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge
of the directors, as at the date of this report, there is sufficient public float of not less than
25% of the Company’s issued shares as required under the Listing Rules.

PURCHASE, REDEMPTION OR SALE OF THE COMPANY’S LISTED SECURITIES

Neither the Company, nor any of its subsidiaries purchased, redeemed or scld any of the
Company's listed securities during the year.

EMOLUMENT POLICY

The remuneration committee reviews the emolument policy and structure for all remuneration
of the directors and senior management of the Group, having regard to the Group’s operating
results, individual performance and comparable market statistics.
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of corporate governance and has
applied the principles of the Code Provisions as set out in the Code on Corporate Governance
Practices in Appendix 14 of the Listing Rules. Details are set out in the Corporate Governance
Report on page 23 to 29.

AUDITORS

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will
be proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Dr. Charles Yeung, SBS, JP
Chairman

Hong Kong
11 April 2007
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TO THE SHAREHOLDERS OF
GLORIOUS SUN ENTERPRISES LIMITED
{Incorporated in Bermuda with limited liability)

We have audited the financial statements of Glorious Sun Enterprises Limited set out on
pages 45 to 134, which comprise the consolidated and company balance sheets as at 31
December 2006, and the consolidated income statement, the consolidated summary statement
of changes in equity and the consolidated cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory notes,

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true and fair
presentation of these financial statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance. This responsibiiity includes designing,
implementing and maintaining internal contrel relevant to the preparation and the true and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit.
Our report is made solely to you, as a body, in accordance with Section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public Accountants. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance as to
whether the financial statements are free from material misstatement.
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AUDITORS’ RESPONSIBILITY (CONTINUED)

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity's preparation and true and fair presentation of
the financia! statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinicn on the effectiveness of the
entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the state of affairs of the
Company and of the Group as at 31 December 2006 and of the Group's profit and cash flows
for the year then ended in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

ERNST & YOUNG
Certified Public Accountants

18th Floor

Two International Finance Centre
8 Finance Street, Central

Hong Kong

11 April 2007




Year ended 31 December 2006

2006 2005
Notes HK$'000 HK$'000
REVENUE 5 4,397,359 3,802,398
Cost of sales (2,573,042) (2,176,579)
GROSS PROFIT 1,824,317 1,625,819
Other income and gains 5 210,747 132,132
Selling and distribution costs (1,039,980) (880,153)
Administrative expenses {524,098) (475,901)
Other expenses {90,855) (66,544)
Finance costs 6 {17,837} (9,481)
Share of profits and losses of:
Jointly-controiled entities 288 431
Associates 28,662 44,628
PROFIT BEFORE TAX 7 391,244 370,931
Tax 10 (77,586) (79,446)
PROFIT FOR THE YEAR 313,658 291,485
Attributable to:
Ordinary equity holders of the Company 11 271,582 242,809
Minority interests 42,076 48,676
313,658 291,485
DIVIDENDS 12 269,420 250,017
HK cents HK cents
EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS
OF THE COMPANY 13
Basic — For profit for the year 25.79 23.80
Diluted —~ For profit for the year 25.60 23.35




31 December 2006

2006 2005
Notes HK$’000 HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 14 737,086 622,163
Investment properties 15 21,433 2,500
Prepaid land lease payments 16 17,510 17,209
Goodwill 17 38,612 -
Interests in jointly-controlled entities 19 20,186 21,861
Interests in associates 20 207,023 213,813
Deferred tax assets 3 16,966 14,525
Total non-current assets 1,058,816 892,071
CURRENT ASSETS
Inventories 21 609,313 560,535
Trade and bills receivables 22 548,870 431,650
Prepayments, deposits and other receivables 267,296 179,103
Due from related companies 23 724 1,072
Equity investments at fair value through
profit or loss 24 180,266 59,525
Pledged deposits 25 21,784 21,784
Cash and cash equivalents 25 1,024,926 1,266,197
Total current assets 2,653,179 2,513,866
CURRENT LIABILITIES
Trade and bills payables 26 552,205 481,649
QOther payables and accruals 666,160 623,655
Interest-bearing bank and other borrowings 28 329,600 251,187
Tax payable 285,456 . 226,803
Total current liabilities 1,833,421 1,583,294
NET CURRENT ASSETS 819,758 936,572
TOTAL ASSETS LESS CURRENT LIABILITIES 1,878,574 1,828,643
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings 28 671 6,004
Long term loans from minority shareholders 30 9,400 9,400
Deferred tax liabilities 31 269 a1
Total non-current liabilities 10,340 15,815

Net assets 1,868,234 1,812,828




31 December 2006
2006 2005

Notes HK$'000 HK$'000
EQUITY
Equity attributable to ordinary equity
holders of the Company
Issued capital 32 105,486 104,938
Reserves 34 1,382,915 1,338,880
Proposed dividends 12 234,601 219,320
1,723,002 1,663,138
Minority interests 34 145,232 149,690
Total equity 1,868,234 1,812,828
Charles Yeung, SBS, JP Yeung Chun Fan

Director Director




Year ended 31 December 2006

2006 2005
Notes HK$’000 HK$'000
Total equity attributable to ordinary equity
holders of the Company at beginning of year 1,663,138 1,470,253
Net surplus on revaluation of buildings 34 - 4,960
Exchange differences on translaticn of the
financial statements of overseas entities 34 26,744 (14,147)
Net gains/(losses) not recognised in
the consolidated income statement 26,744 (9,187)
Profit for the year attributable to
ordinary equity holders of the Company 34 271,582 242,809
Issue of new shares 32 548 4,880
Premium on issue of new shares, net 34 15,129 90,141
Dividends paid {254,139) (135,758)
33,120 202,072
Total equity attributable to ordinary equity
holders of the Company at end of year 1,723,002 1,663,138




Year ended 31 December 2006

2006 2005
Notes HK$'000 HK$'000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 391,244 370,931
Adjustments for;
Finance costs 6 17,837 9,481
Share of profits and losses of
jointly-controlled entities and associates {28,950) (45,059)
Interest income 5 (33,226) (30,294)
Depreciation 7 116,122 123,865
Recognition of prepaid land lease payments 7 427 409
Reversal of impairment of items
of property, plant and equipment 7 {2,329) (105)
Write-down of inventories to net realisable value 7 8,172 16,368
Loss on disposal/write-off of items of property,
plant and equipment 7 14,247 25,204
Gain on disposal of equity investments 5 (5,741) -
Fair value gains, nst:
Equity investments at fair value through
profit or loss (68,551) (7,050)
Net revaluation surplus on buildings 7 - (213)
Praovision for loans to associates 7 47,045 11,106
Impairment of interests in
jointly-controlled entities 7 1,692 -
Gain on liguidation of a jointly-controfled entity 7 (1,334) -
Reversal of impairment on liquidation of a
jointly-controlled entity 7 {1,474) -
Change in fair value of investment properties 7 (1,523} (600)
Effect of foreign exchange rate changes, net {3,953) {1,044)
449,705 472,999
Decrease/(increase) in amounts due from
jointly-controlied entities 279 {1,496)
increase in amounts due to
jointly-centrolled entities 2,762 6,111
Decrease/(increase) in amounts due
from associates 132 {300}
Decrease in amounts due to associates {4,682) {1,946)
Increase in inventories (44,702) (13,697)
Increase in trade and bills receivables (117,220) {50,687)
Decrease/(increase) in prepayments, deposits
and other receivables (81,924) 6,170
Increase in equity investments at fair value
through profit or loss {73,233) (52,475)
Decrease in amounts due from related companies 348 13,905
Increase in trade and bills payables 70,282 98,960
Increase/(decrease) in other payables and accruals 39,358 (35,496)
Cash generated from operations 241,105 442.048




Year ended 31 Decembes 1008

2006 2005
Notes HK$'000 HK$'000
Cash generated from operations 241,105 442,048
Interest received 5 33,226 30,294
Interest paid 6 (17,657) (9,307)
Interest element on finance lease rental payments 6 {180) (174)
Dividends received from jointly-controlled entities 2,983 2,092
Dividends received from associates 22,036 33,859
Proceeds from disposal of equity investments 26,784 -
Hong Kong profits tax paid (9,263) (28,580)
Overseas taxes paid (10,624) (32,824)
Net cash inflow from operating activities 288,410 437,408
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property,
plant and equipment (238,215) (280,962)
Proceeds from disposal of items of
property, plant and equipment 8,538 2,349
Acquisition of subsidiaries 35 (64,666) -
Advance of loans to associates (28,453) {50,447)
Increase in non-pledged time deposits with original
maturity of more than three months when acquired (145,889) (11,989)
Net cash outflow from investing activities {468,685) (341,049)
CASH FLOWS FRCM FINANCING ACTIVITIES
Proceeds from issue of shares 32 15,693 95,039
Share issue expenses 32 {16) (18)
New bank loans 267,996 3,014
Repayment of bank locans (203,152) {44,041)
Capital element of finance lease rental payments (1,929) {1,689)
Capital contributed by a minority shareholder 670 -
Dividends paid (254,139) (135,758)
Dividends paid to minority shareholders (51,424) (49,887)
Increase/(decrease) in trust receipt loans (1,279) 48,515
Net cash outflow from financing activities (227,580) (84,825)
NET INCREASE{DECREASE) IN CASH AND
CASH EQUIVALENTS (407,855) 11,534




Yea: ended 31 December 2006

2006 2005
Notes HK$'000 HK$'000
NET INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS (407,855) 11,534
Cash and cash equivalents at beginning of year 1,243,078 1,239,238
Effect of foreign exchange rate changes, net 11,321 (7,694)
CASH AND CASH EQUIVALENTS
AT END OF YEAR 846,544 1,243,078
ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances 25 477,112 497,650
Non-pledged time deposits with original maturity
of less than three months when acquired 389,936 756,558
Bank overdrafts 28 {20,504) (11,130)
846,544 1,243,078
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2006 2005

Notes HK$'000 HK$'000
NON-CURRENT ASSET
Interest in a subsidiary 18 696,385 649,136
CURRENT ASSETS
Other receivables 816 1,252
Cash and cash equivalents 25 433,200 692,992
Total current assets 434,016 694,244
CURRENT LIABILITY
Other payables and accruals 151 151
NET CURRENT ASSETS 433,865 694,093
Net assets 1,130,250 1,343,229
EQUITY
Issued capital 32 105,486 104,938
Reserves 34 790,163 1,018,971
Proposed dividends 12 234,601 219,320
Total equity 1,130,250 1,343,229

Charles Yeung,
Director

SBS, JP

Yeung Chun Fan
Director
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1.

2.1.

CORPORATE INFORMATION

Glorious Sun Enterprises Limited, which is the ultimate holding company, is a limited
liability company incorporated in Bermuda. The head office and principal place of business
of the Company is located at Glorious Sun Group Building, 97 How Ming Street, Kwun
Tong, Kowloon, Hong Kong.

During the year, the Group engaged in the retailing, export and production of casual
wear.

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 investment properties, certain buildings,
derivative financial instruments and equity investments, which have been measured at
fair value. These financial statements are presented in Hong Kong dollars {HK$) and all
values are rounded to the nearest thousand (HK$'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 December 2006. Adjustments are made to
bring into line any dissimilar accounting policies that may exist. 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.

The acquisition of subsidiaries during the year has been accounted for using the purchase
method of accounting. This method involves allocating the cost of the business
combinations to the fair value of the identifiable assets acquired, and liabilities and
conlingent liabilities assumed at the date of acquisition. The cost of the acquisition is
measured at the aggregate of the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date of exchange, plus costs directly
attributable to the acquisition.

Minority interests represent the interests of outside shareholders not held by the Group
in the resuits and net assets of the Company's subsidiaries.




31 December 2006

2.2, 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. Except for in certain cases, giving rise to new and
revised accounting policies and additional disclosures, the adoption of these new and
revised standards and interpretation has had no material effect on these financial

statements.

HKAS 21 Amendment Net Investment in a Foreign Operation

HKAS 27 Amendment Consolidated and Separate Financial Statements:
Amendments as a consequence of the Companies
{Amendment} Ordinance 2005

HKAS 39 & HKFRS 4 Financial Guarantee Confracts

Amendments

HKAS 39 Amendment Cash Flow Hedge Accounting of Forecast Intragroup
Transactions

HKAS 39 Amendment The Fair Value Option

HK{IFRIC)-Int 4 Determining whether an Arrangement contains a Lease

The principal changes in accounting policies are as follows:
{a) HKAS 21 The Effects of Changes in Foreign Exchange Rates

Upon the adoption of the 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 December 2006 or 31
December 2005.

(b) HKAS 39 Financial Instruments: Recognition and Measurement
{i Amendment for financial guarantee contracts

This amendment has revised the scope of HKAS 39 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 adoption of this amendment has had no material
impact on these financial statements.
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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 (continued)
(i)  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 the financial
statements.

(iii)  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.

HK({IFRIC)-Int 4 Determining whether an Arrangement contains a Lease

The Group has adopted this interpretation as of 1 January 2006, which provides
guidance in determining whether arrangements contain a lease to which lease
accounting must be applied. The Group has determined based on this interpretation
that certain arrangements of the Group contained leases and accordingly, the
Group has treated them in accordance with HKAS 17 Leases. However, the adoption
of this interpretation has had no material impact on these financial statements.




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
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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 7 Applying the Restatement Approach under HKAS 28
Financial Reporting in Hyperinflationary Economies

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

The HKAS 1 Amendment shall be applied for annual pericds 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 shall be applied for annual periods beginning on or after 1 January 2007. The
standard requires disclosures that enable users of the financial statements to evaluate
the significance of the Group’s financiat instruments and the nature and extent of risks
arising from those financial instruments and also incorporates many of the disclosure
requirements of HKAS 32.

HKFRS 8 shall be applied for annua! periods beginning on or after 1 January 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.

HK({IFRIC)-Int 7, HK(IFRIC)-Int 8, HK(IFRIC)-Int 8, HK(IFRIC)-Int 10, HK(IFRIC}-Int 11
and HK(IFRIC)-Int 12 shall be applied for annual periods beginning on or after 1 March
20086, 1 May 2006, 1 June 2006, 1 November 2006, 1 March 2007 and 1 January 2008,
respectively.

The Group is in the process of making an assessment of the impact of these new and
revised HKFRSs upon initial application but is not yet in a position to state whether
these new and revised HKFRSs would have a significant impact on the Group's results
of operations and financial position.
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2.4, 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 benefils from its activities.

The result of subsidiaries are included in the Company’s income statement to the extent
of dividends received and receivable. The Company's interest in subsidiaries are stated
at cost less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement, whereby the Group and
other parties undertake an economic activity. The joint venture operates as a separate
entity in which the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates the capital contributions
of the joint venture parties, the duration of the joint venture entity and the basis on
which the assets are to be realised upon its dissolution. The profits and tosses from the
joint venture's operations and any distributions of surplus assets are shared by the
venturers, either in proportion to their respective capital contributions, or in accordance
with the terms of the joint venture agreement.

A joint venture is treated as:

(a) a subsidiary, if the Group has unilateral control, directly or indirectly, over the joint
venture;

(b) a jointly-controlled entity, if the Group does not have unilateral control, but has
joint control, directly or indirectly, over the joint venture;

(c) an associate, if the Group does not have unilateral or joint control, but holds,
directly or indirectly, generally not less than 20% of the joint venture's registered
capital and is in a position to exercise significant influence over the joint venture:
or

(d} an equity investment accounted for in accordance with HKAS 39, if the Group
holds, directly or indirectly, less than 20% of the joint venture’'s registered capital
and has neither joint control of, nor is in a position to exercise significant influence
over, the joint venture.
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2.4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Jointly-contrelled entities

A jointly-controlled entity is a joint venture that is subject to joint control, resulting in
none of the participating parties having unilateral control over the economic activity of
the jointly-controlled entity.

The Group's share of the post-acquisition results and reserves of jointly-controlled entities
is included in the consolidated income statement and consolidated reserves, respectively.
The Group’s interests in jointly-controlled entities are stated in the consolidated balance
sheet at the Group’s share of net assets under the equity method of accounting, less
any impairment losses.

Associates

An associate is an entity, not being a subsidiary or a jointly-controlled entity, in which
the Group has a long term interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant influence.

The Group's share of the post-acquisition results and reserves of associates is included
in the consolidated income statement and consolidated reserves, respectively. The Group’s
interests in associates are stated in the consclidated balance sheet at the Group's share
of net assets under the equity method of accounting, less any impairment losses. Goodwill
arising from the acquisition of associates, which was not previously eliminated or
recognised in the consolidated reserves, is included as part of the Group’s interests in
associates.

Goodwill

Goodwill arising on the acquisition of subsidiaries, associates and jointly-controlled entities
represents the excess of the cost of the business combination over the Group’s interest
in the net fair value of the acquiree’s identifiable assets acquired, and liabilities and

contingent liabilities assumed as at the date of acquisition.

Goodwill on acquisitions for which the agreement date is on or after 1 January 2005

Goodwill arising on acquisition is recognised in the consclidated balance sheet as an
asset, initially measured at cost and subsequently at cost less any accumulated
impairment losses.

The carrying amount of goodwill is reviewed for impairment annually or more frequently
if events or changes in circumstances indicate that the carrying value may be impaired.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Goodwill {continued)

Goodwill on acquisitions for which the agreement date is on or after 1 January 2005
(continued)

For the purpose of impairment testing, goodwill acquired in a business combination is,
from the acquisition date, allocated to each of the Group’s cash-generating units, or
groups of cash-generating units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the Group are assigned
to those units or groups of units. Each unit or group of units to which the goodwill is so
allecated:

. represents the lowest level within the Group at which the goodwill is monitored for
internal management purposes; and

. is not larger than a segment based on either the Group's primary or the Group’s
secondary reporting format determined in accordance with HKAS 14 Segment
Reporting.

Impairment is determined by assessing the recoverable amount of the cash-generating
unit (group of cash-generating units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised.

Where goodwill forms part of a cash-generating unit (group of cash-generating units)
and part of the operation within that unit is disposed of, the goodwill associated with the
operation disposed of is included in the carrying amount of the operation when determining
the gain cr loss on disposal of the operation. Goodwill disposed of in this circumstance
is measured based on the relative values of the operation disposed of and the portion of
the cash-generating unit retained.

An impairment loss recognised for goodwill is not reversed in a subsequent period.
Goodwill previcusly eliminated against consolidated retained profits

Prior to the adoption of the HKICPA's Statement of Standard Accounting Practice 30
Business Combinations (“SSAP 30”) in 2001, goodwill arising on acquisition was
eliminated against consolidated retained profits in the year of acquisition. On the adoption
of HKFRS 3, such goodwill remains eliminated against consolidated 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.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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, deferred tax assets, investment properties 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.

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 and certain financial assets 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.
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2.4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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;
(¢} the party is a jointly-controlled entity;

(d) the party is a member of the key management personnel of the Group or its
parent;

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

(fy  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 to the Group.

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.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and depreciation (continued)

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:

Freehold land Not depreciated

Buildings 1.67% — 5% or over the terms of the
leases, whichever is shorter

Leasehold improvements 20% — 25% or over the terms of the
leases, whichever is shorter

Plant and machinery 10% - 25%

Furniture, fixtures and office equipment 10% — 33%

Motor vehicies 20% — 30%

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 the 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.




31 December 2006
2.4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED})

Property, plant and equipment and depreciation (continued)

Construction in progress represents buildings and office premises under construction,
which is stated at cost less any impairment losses, and is not depreciated. Cost comprises
the direct costs of censtruction incurred during the period of construction. Construction
in progress is reclassified to the appropriate category of property, plant and equipment
or investment properties when completed and ready for use.

investment properties

investment properties are interests in land and buildings {including the leasehold interest
under an operating lease for a property which would otherwise meet the definition of an
investment property) held to earn rental income and/or for capital appreciation, rather
than for use in the production or supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business. Such properties are measured
initially at cost, including transaction costs. Subsequent to initial recognition, investment
properties are stated at fair value, which reflects market conditions at the balance sheet
date.

Gains or losses arising from changes in the fair values of investment properties are
included in the income statement in the year in which they arise.

Any gains or losses on the retirement or disposal of an investment property are recognised
in the income statement in the year of the retirement or disposal.

If a property occupied by the Group as an owner-occupied property becomes an
investment property, the Group accounts for such property in accordance with the policy
stated under “Property, plant and equipment and depreciation” up to the date of change
in use, and any difference at that date between the carrying amount and the fair value of
the property is accounted for as a revaluation in accordance with the policy stated under
“Property, plant and equipment and depreciation™ above.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 cbligation, excluding the interest
glement, to reflect the purchase and financing. Assets held under capitalised finance
leases are included in property, plant and equipment, and depreciated on the straight-
line basis to write off the cost or valuation of each items of leased asset to its residual
value over its estimated useful life. 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.

Assets acquired through hire purchase contracts of a financing nature are accounted for
as finance leases, but are depreciated over their estimated useful lives.

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, net of any incentives received from the lessor 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 belween 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.
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2.4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets

Financial assets in the scope of HKAS 39 are classified as financial assets at fair value
through profit or loss, loans and receivables, 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
considers whether a contract contains an embedded derivative when the Group first
becomes a party to it. The embedded derivatives are separated from the host contract
which is not measured at fair value through profit or loss when the analysis shows that
the economic characteristics and risks of embedded derivatives are not closely related
to those of the host contract.

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.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for
trading and financial assets designated upon initial recognition as at fair value through
profit or loss. Financial assets are classified as held for trading if they are acquired for
the purpose of sale in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are designated as effective
hedging instruments or financial guarantee contracts. Gains or losses on investments
held for trading are recognised in the income statement.

Where a contract contains one or more embedded derivatives, the entire hybrid contract
may be designated as a financial asset at fair value through profit or loss, except where
the embedded derivative does not significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets (continued)
Financial assets at fair value through profit or loss (continued)

Financial assets may be designated upon initial recognition as at fair value through
profit or loss if the following criteria are met: (i} the designation eliminates or significantly
reduces the inconsistent treatment that would otherwise arise from measuring the assets
or recognising gains or losses on them on a different basis; (ii) the assets are part of a
group of financial assets which are managed and their performance evaluated on a fair
value basis, in accordance with a documented risk management strategy; or (iii} the
financial asset contains an embedded derivative that would need to be separately
recorded.

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. For investments where there is no active market, fair value is
determined using valuation techniques. Such techniques inciude using recent arm’s
length market transactions; reference to the current market value of another instrument
which is substantially the same; a discounted cash flow analysis; and option pricing
models.

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.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of financial assets (continued)
Assels 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.

In relation to trade receivables, a provision for impairment is made when there is objective
evidence (such as the probability of insclvency or significant financial difficulties of the
debtor) that the Group will not be able to collect all of the amounts due under the
original terms of an invoice. The carrying amount of the receivables is reduced through
the use of an allowance account. Impaired debts are derecognised when they are
assessed as uncollectible.

Assets carried at cost

If there is objective evidence that an impairment loss on an ungquoted equity instrument
that is not carried at fair value because its fair value cannot be reliably measured 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 discounted at the
current market rate of return for a similar financial asset. Impairment losses on these
assets are not reversed.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Derecognition 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 fiows 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.

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 in the case of a written put option (including a cash-
settled option or similar provision) on an asset measured at fair value, where 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.

Financial liabilities at amortised cost (including interest-bearing loans and borrowings)

Financial liabilities including trade and other payables and interest-bearing loans and
borrowings 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. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial guarantee contracts

Financial guarantee contracts in the scope of HKAS 39 are accounted for as financial
liabilities. A financial guarantee contract is recognised initially at its fair value plus
transaction costs that are directly attributable to the acquisition or issue of the financial
guarantee contract, except when such contract is recognised at fair value through profit
or loss. Subsequent to initial recognition, the Group measures the financial guarantee
contract at the higher of: (i) the amount determined in accordance with HKAS 37
Provisions, Contingent Liabilities and Contingent Assets; and (ii) the amount initially
recognised less, when appropriate, cumulative amortisation recognised in accordance
with HKAS 18 Revenue.

Derecognition 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 frem 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.

Derivative financial instruments and hedging

The Group uses derivative financial instruments such as forward currency contracts to
hedge its risk associated with foreign currency fluctuation. 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 income statement.

The fair value of forward currency contracts is calculated by reference to current forward
exchange rates for contracts with similar maturity profiles,
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined
on the first-in, first-out and weighted average 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, and assets similar in nature to cash, 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 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.
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2.4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 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

. in respect of taxable temporary differences associated with interests in subsidiaries,
associates and interests in joint ventures, 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.

Deferred tax assets are recognised for all deductible temporary differences, carryforward
of unused tax credits and unused tax losses, toc 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 interests in
subsidiaries, associates and interests in joint ventures, 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.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income tax (continued)

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 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.

| 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;

(b) from the rendering of sub-contracting and management services, when the services
are rendered,

(c) from the rendering of decoration and renovation services, in the period in which
i such services are performed;

| (d) 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 assets;

| (e) rental income, on a time proportion basis over the lease terms; and

; ()  dividend income, when the shareholders’ right to receive payment has been
| established.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits
Share-based payment transactions

The Company operates share option schemes 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. 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 peried 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.

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
irrespeclive 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-settied 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.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits (continued)
Share-based payment transactions (continued)

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 by 1 January 2005 and to those granted on or
after 1 January 2005.

The financial impact of share options granted to employees on or before 7 November
2002 under the share incentive plan is not recorded in the Company’s or the Group’s
balance sheet until such time as the options are exercised, and no charge is recorded in
the income statement or the balance sheet for their cost. Upon the exercise of the share
options, the resulting shares issued are recorded by the Company as additional share
over the nominal value of the shares is recorded by the Company in the share premium
account. Options which are cancelled prior to their exercise date, or which lapse, are
deleted from the register of outstanding options.

Retirement benefits schemes

The Group operates a defined contribution Mandatory Provident Fund retirement benefits
scheme (the "MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance,
for all of its employees. Contributions are made based on a percentage of the employees’
relevant income 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, except for the Group's employer voluntary contributions, which are refunded to
the Group when the employee leaves employment prior to the contributions vesting fully,
in accordance with the rules of the MPF Scheme.
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2.4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits (continued)
Retirement benefits schemes (continued)

Prior to the MPF Scheme becoming effective, the Group operated two defined contribution
retirement benefits schemes for some of its employees, the assets of which are held
separately from those of the Group in independently administered funds. Under one of
the schemes, contributions payable by the employers and employees were suspended
in January 1994, but the administrator continues to manage and invest the assets of the
scheme and to make payments to employees in accordance with the rules of the scheme.
Under the other scheme, contributions were made based on a percentage of the eligible
employees’ salaries and were charged to the income statement as they became payable
in accordance with the rules of the scheme. When an employee leaves the 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 amounts of forfeited
contributions. This scheme is still operating after 1 December 2000.

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 rules of the central pension scheme.

Dividends

Final and special dividends proposed by the directors are classified as a separate
allocation of retained profits within the equity section of the batance 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
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.
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2.4. 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 dates 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 with the exception of differences on foreign currency
borrowings that provide a hedge against a net investment in a foreign entity. These are
taken directly to equity until the disposal of the net investment, at which time they are
recognised in the income statement. Tax charges and credits attributable 1o exchange
differences on those borrowings are also dealt with in equity. 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, jointly-controlled entities and
associates 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.




31 December 20086

3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
Judgements

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

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases on its investment property
portfolio. The Group has determined that it retains all the significant risks and rewards of
ownership of these properties which are leased out on operating leases.

Classification between investment properties and owner-occupied properties

The Group determines whether a property qualifies as an investment property, and has
developed criteria in making that judgement. Investment property is a property held to
earn rentals or for capital appreciation or both. Therefore, the Group considers whether
a property generates cash flows largely independently of the other assets held by the
Group.

Some properties comprise a portion that is held to earn rentals or for capital appreciation
and another portion that is held for use in the production or supply of goods or services
or for administrative purposes. If these portions could be sold separately (or leased out
separately under a finance lease), the Group accounts for the portions separately. If the
portions could not be sold separately, the property is an investment property only if an
insignificant portion is held for use in the production or supply of goods or services or for
administrative purposes.

Judgement is made on an individual property basis to determine whether ancillary services
are so significant that a property does not qualify as an investment property.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(CONTINUED)

Estimation uncertainty

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

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This
requires an estimation of the value in use of the cash-generating units to which the
goodwill is allocated. Estimating the value in use requires the Group to make an estimate
of the expected future cash flows from the cash-generating unit and also to choose a
suitable discount rate in order to calculate the present value of those cash flows. The
carrying amount of goodwill at 31 December 2006 was HK$38,612,000 (2005: Nif). More
details are given in note 17.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is
probable that taxable profit will be available against which the losses can be utilised.
Significant management judgement is required to determine the amount of deferred tax
assets that can be recognised, based upon the likely timing and level of future taxable
profits together with future tax planning strategies. The carrying value of deferred tax
assets relating to recognised tax losses at 31 December 2006 was HK$16,966,000
(2005: 14,525,000). The amount of unrecognised tax losses at 31 December 2006 was
HK$17,921,000 (2005: HK$30,768,000). Further details are contained in note 31 to the
financial statements.
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4.

SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i) on a primary
segment reporting basis, by business segment; and (ii) on a secondary segment reporting
basis, by geographical segment.

The Group’s operating businesses are structured and managed separately according to
the nature of their operations and the products and services they provide. Each of the
Group’s business segments represents a strategic business unit that offers products and
services which are subject to risks and returns that are different from those of the other
business segments. Summary details of the business segments are as follows:

(a) the “retail operations” segment engages in the retaiting of casual wear;
{b) the “export operations” segment manufactures and exports apparel; and

(c} the “others”™ segment comprises, principally, the trading of fabric and other
businesses.

In determining the Group’s geographical segments, revenues are atiributed to the
segments based on the location of the customers, and assets are attributed to the

segments based on the location of the assets.

There were no intersegment sales and transfers during the year (2005: Nil).
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4. SEGMENT INFORMATION (CONTINUED)

(a)

Business segments

The following tables present revenue, profit and certain asset, liability and
expenditure information for the Group's business segments for the years ended 31
December 2006 and 2005.

Group

Retail
operations
2006 2005
HK$'000  HK$000

Segment revenue:
Sales to external customers
QOther income and gains

2,918,766 2,492,489
7828 30,636

Total

2,946,504 2523125

Segment results

207,557 21,730

Interest income and
unallocated revenue

Unallpcated expenses

Finance costs

Share of profits and losses of,

Jointly-controlled entities
Associates

Profit before fax
Tax

Profit for the year

Export
operations Others Consolidated
2006 2005 2008 2005 2006 2005
HK$'000 HKS'000 HKS$'000 HKS'000 KK$000  HK$'000
1,254,136 1148110 224457 161.799 4,397,359 3,802,398
26,261 46189 20,093 9104 14212 859N
1,280,487 1104299 244550 170,903 4,471,631 35888327
67844 86264 12777 6,657 288,178 314,651
136475 46,203
(44,522)  (25,501)
(17.837)  (9.481)
34 (338) {53) 769 288 44
28,662 44,626 - - 28662 44628

391,244 370,931
{17,586)  {79,446)

3658 291485
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4. SEGMENT INFORMATION (CONTINUED)

{(a) Business segments (continued)

Group
Retait Export
operations operations Others Consolidated
2006 2005 2006 2005 2006 2005 2006 2005

HK$'000  HKS'000  HK$'000  HKS'000 HKS'000  HKS'000 HKYO000  HKS'000
Assets and liabilities:
Segment assels 943,951  TIT032 40675 TB224% 5474 182204 2,030,100 1,681,485
Interests in joindly-controlled
enlifies - - 3,461 3145 16725 18116 20,186 21,861
Interests in associates 65740 84,202 141,283 129521 - - 07023 213,813
Unallocated assels 1,454,686 1,494,778
Total assets 311,995 341193
Segment liabilifies 606,504 531014 414,869 433402 470,844 124095 1,192,104 1,088,511
Unallocated liabiliies 651,657 510,598
Total liabilities 1,843,761 1,589,109
Other segment information:
Dapreciation, recognition and
amorlisation 50655 66,033 19346 47475 46548 10366 116548 124,274
Net impairment/{reversal of
impairment) losses
of property, plant and
equipment recognised in the
income stalement (121) 416 (2,208) {521) - - [2,329) {105)
Net deficitifsurplus) on revaluation
of buildings recognised in the
income statement - - - i - {285) - (213)
Change in fair vaiue of
investment properties - - - - [1,523) (600)  {1,523) {600
QOther non-cash expensesf(income) 67,840 39,325 3091 12004  [B1,736)  (8,683) (10,805) 42,646
Capital expendilure 11,092 114970 26939 37475 97284 128517 238215 280962
Net surplus on revaluation
of buildings recognised
direclly in equity - - - {917 90 (4,043) 90 (4,960)
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4. SEGMENT INFORMATION (CONTINUED)

(b}

Geographical segments

The following tables present revenue and certain asset and expenditure information
for the Group's geographical segments for the years ended 31 December 2006

and 2005.

Year ended 31 December 2006

United
States Australia
Mainland of America and New Con-
China HongKong  {"U.S.A") Zealand Canada Others  solidated
HK$’000 RK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Segment revenue:
Sales to external
customers 2,087,199 130,940 1,039,058 B75,7H 155,142 109,289 4,397,359
Other segment
information:
Segment assets 1,132,138 67,565 363,232 260,110 1,349 205,706 2,030,100
Capital expenditure 185,139 940 - 34,408 - 171,728 238,215
Year ended 31 December 2005
United
States Australia
Mainland of America and New Con-
China  Hong Kong {"U.S.A") Zealand Canada Others solidated
HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
Segment revenue:
Sales {o external
customers 1,781,836 118,004 934,090 785,207 80,793 102,468 3,802,398
Other segment
information:
Segment assets 992000 84,282 226,363 179,038 11,472 188,330 1,681,485
Capital expenditure 213,183 2,82 - 44 670 - 20,288 280,962
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5.

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, but excludes intra-group

transactions.

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

Group
2006 2005
HK$'000 HK$’000
Revenue
Retailing of casual wear 2,918,767 2,492,489
Export of apparel 1,254,135 1,148,110
Trading of fabric and other businesses 224,457 161,799

4,397,359 3,802,398

Other income

Bank interest income 33,226 30,294
Services and sub-centracting fee income 21,132 19,524
Other sales income 3,935 1,402
Commission and management fee income 3,943 5,886
Decoration and renovation income 13,274 5,353
Gross rental income 3,138 204
Others 32,560 34,163
111,208 96,826
Gains
Gain on disposal of equity investments 5741 -
Foreign exchange differences, net 9,848 10,573

Fair value gains, net;
Equity investments at fair value

through profit or loss 68,551 13,853

Derivative financial instruments
— transactions not qualifying as hedges 11,936 8,370
Others 3,463 2,510
99,539 35,306

210,747 132,132
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6.

FINANCE COSTS

Group
2006 2005
HK$’000 HK$'000

Interest on bank Ioans and overdrafts

wholly repayable within five years 17,657 9,307
Interest on finance leases 180 174
17,837 9,481

PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

Group
2006 2005
Notes HK$'000 HK$'000
Cost of inventories sold* 2,573,042 2,176,579
Depreciation 14 116,122 123,865
Recognition of prepaid land lease payments 16 427 409
Minimum fease payments under
operating leases:
Land and buildings 579,507 403,021
Plant and machinery 499 198
580,006 403,219
Auditors’ remuneration 6,845 6,312
Employee benefits expenses
{including directors’ remuneration, note 8):
Wages and salaries 736,445 657,877
Pension scheme contributions 18,037 16,652
Less: Forfeited contributions (38) {112)
Net pension scheme contributions** 17,999 16,540
754,444 674,417

Reversail of impairment of items of

property, plant and equipment 14 (2,329) (105)
Loss on disposal/write-off of items of property,

plant and equipment 14,247 25,204
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7.

PROFIT BEFORE TAX (CONTINUED)

Group
2006 2005
Notes HK$’000 HK$'000
Net revaluation surplus on buildings - (213)
Change in fair value of investment properties 15 (1,523) (600)
Gain on liquidation of a jointly-controlled entity (1,334) -
Reversal of impairment on liquidation of
a jointly-controlled entity* (1,474) -
Write-down of inventories to net realisable value* 8,172 16,368
Provision for loans to associates” 47,045 11,106
Impairment of interests in jointly-controlled entities? 1,692 -
Gross rental income from investment properties {3,138) (204)
Direct operating expenses {including repairs and
maintenance) arising on rental-earning of
investment properties 363 10
* The cost of inventories sold and the cost of sales include the write-down of

inventories to net realisable value of HK$8,172,000 {2005: HK$16,368,000).

** As at 31 December 2006, the Group had no forfeited contributions available to
reduce its contributions to the pension schemes in future years (2005: Nil).

# These items are included in “Other expenses” on the face of the consolidated

income statement.
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8. 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
2006 2005
HK$'000 HK$'000

Fees 400 400

Other emoluments for executive directors:

Salaries, allowances and benefits in kind 8,538 6,729
Discretionary bonuses 10,275 11,285
Pension scheme cantributions 290 271
19,103 18,295
19,503 18,695

{a) Independent non-executive directors

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

2006 2005

HK$'000 HK$°000

Mr. Wong Man Kong, Peter, BBS, JP 100 100
Mr. Lau Hon Chuen, Ambrose, GBS, JP 100 100
Mr. Chung Shui Ming, Timpson, GBS, JP 100 100
300 300

There were no other emoluments payable to the independent non-executive
directors during the year (2005: Nil).
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8.

DIRECTORS’ REMUNERATION (CONTINUED)

Executive directors and a non-executive director

Salaries,
allowances Pension
and benefits Discretionary scheme Total
Fees in kind bonuses contributions remuneration
HK$'000 HK$'000 HK$000 HK$'000 HK3'000
2006
Executive directors:
Dr. Charles Yeung, SBS, JP - 60 1,610 3 1,673
Mr. Yeung Chun Fan - 1,723 3.837 49 5,609
Mr. Yeung Chun Ho - 1,104 323 55 1,482
Mr. Pau Sze Kee, Jackson - 1,795 2,179 76 4,650
Mr. Hui Chung Shing, Herman, JP - 1,200 469 60 1,729
Ms. Cheung Wai Yee - 696 1477 35 1,908
Mr. Chan Wing Kan, Archie - 1,000 - 12 1,012
Mr. Tec Heng Kee, Peter - 960 80 - 1,040
- 8,538 10,275 290 19,103
Non-executive director:
Dr. Lam Lee G. 100 - - - 100
100 8,538 10,275 290 19,203
2005
Executive directors:
Dr. Charles Yeung, SBS, JP - 60 3,290 3 3,353
Mr. Yeung Chun Fan - 1,731 3,544 46 5,321
Mr. Yeung Chun Ho - 1,051 294 53 1,398
Mr. Pau Sze Kee, Jackson - 1,694 2,785 72 4,551
Mr. Hui Chung Shing, Herman, JP - 1,200 455 60 1,715
Ms. Cheung Wai Yee - 660 927 33 1,620
Mr. Chan Wing Kan, Archie - 333 - 4 337
Mr. Teo Heng Kee, Peter - - - - -
- 6,729 11,295 2 18,295
Non-executive director;
Dr. Lam Lee G. 100 - - - 100
100 6,729 11,295 271 18,395

There was no arrangement under which a director waived or agreed to waive any
remuneration during the year (2005: Nil).
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9.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two (2005: two) directors,
details of whose remuneration are set out in note 8 above. Details of the remuneration
of the remaining three (2005: three) non-director, highest paid employees for the year
are as follows:

Group
2006 2005
HK$'000 HK$'000
Salaries, allowances and benefits in kind 5,290 5,531
Discretionary bonuses 4,953 9,503
Pension scheme contributions 381 522
10,624 15,556

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

Number of employees

2006 2005
HK$2,000,001 - HK$2,500,000 1 -
HK$3,500,001 — HK$4,000,000 1
HK$4,000,001 — HK$4,500,000 1 -
HK$%4,500,001 — HK$5,000,000 - 1
HK$7,000,001 — HK$7,500,000 - 1
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10. 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 legisiation, interpretations and practices
in respect thereof.

2006 2005
HK$'000 HK$000
Group:

Current — Hong Kong
Charge for the year 19,469 21,131
Under/(over} provision in prior years {2,961) 1,690
Current — Elsewhere 61,677 60,729
Deferred (note 31) (599) (4.104)
Total tax charge for the year 77,586 79,446

A reconciliation of the tax expense applicable to profit before tax using the statutory rate
for the location 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 Hong Kong statutory tax rates) to the Groups’ effective tax rates, are as

foliows:
Group
2006 2005
HK$'000 % HK$'000 %

Profit before tax 391,244 370,931
Tax at the statutory tax rate 68,467 17.5 64,912 17.5
Higher tax rates of other countries 17,373 4.4 41,433 11.1
Adjustments in respect of current

tax of previous periods {2,961) (0.8} 1,690 0.4
Profits and losses attributable to

jointly-controlled entities and

associates {5,066) (1.3) {7,885) (2.1)
Income not subject to tax (14,231) (3.6) (20,507) (5.5)
Expenses not deductible for tax 11,737 3.0 3,192 0.9
Tax losses utilised from

previous periods (9,314) {2.4) (3,686) {1.0)
Tax losses not recognised 9,245 2.4 5,378 1.4
Others 2,336 0.6 (5,081) (1.3)

Tax charge at the Group’s
effective rate 77,586 19.8 79,446 21.4




31 December 2006

10.

11.

12.

TAX (CONTINUED)

Under the People's Republic of China (the “PRC"} income tax law, companies with
operations in the PRC are subject to corporate income tax (“CIT") at a rate of 33% on
the taxable income.

Sino-foreign equity joint ventures are subject to the State CIT at a rate of 30% and the
local CIT at a rate at 3%. Certain of the joint ventures are entitled to a full exemption
from such taxes for the first two/three years and a 50% reduction in the next three/four
years, commencing from the first profitable year.

The tax rate applicable to subsidiaries established and operating in Australia and New
Zealand is 30%. Provision for Australian and New Zealand income tax has been made
on the estimated assessable profits arising in Australia and New Zealand for the year.

The share of tax credit attributable to jointly-controlled entities amounting to HK$533,000
(2005: tax expense of HK$519,000) and the share of tax expense attributable to associates
amounting to HK$11,823,000 (2005: HK$15,051,000), are included in “Share of profits
and losses of jointly-controlled entities and associates” on the face of the consolidated
income statement.

PROFIT ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE
COMPANY

The consolidated profit attributable to ordinary equity holders of the Company for the
year ended 31 December 2006 includes a profit of HK$25,483,000 (2005: HK$15,723,000),
which has been dealt with in the financial statements of the Company (note 34).

DIVIDENDS
2006 2005
HK$'000 HK$'000
Interim — HK3.20 cents (2005: HK2.90 cents)
per ordinary share (note 34) 33,756 30,432
Underaccrual of final dividend of previous year (note 34) 1,063 265
34,819 30,697
Proposed final — HK12.24 cents (2005: HK10.90 cents)
per ordinary share (note 34) 129,115 114,382
Proposed special -~ HK10.00 cents (2005: HK10.00 cents)
per ordinary share {note 34) 105,486 104,938

269,420 250,017
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12.

13.

DIVIDENDS (CONTINUED)

The proposed final and special dividends for the year are subject to the approval of the
Company’s shareholders at the forthcoming annual general meeting.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
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, and the weighted average number of ordinary
shares in issue during the year.

The calculation of diluted earnings per share is based on the profit for the year attributable
to ordinary equity holders of the Company. The weighted average number of ordinary
shares used in the calculation is the number of ordinary shares in issue during the year,
as used in the basic earnings per share calculation and the weighted average number of
ordinary shares assumed to have been issued at no consideration on the deemed
exercise or conversion of all the dilutive potential ordinary shares into ordinary shares.

The calculations of basic and diluted earnings per share are based on:

2006 2005
HK$'000 HK$'000
Earnings
Profit attributable to ordinary equity holders of the
Company, used in the basic and diluted
earnings per share calculations 271,582 242,809

Number of shares

2006 2005
000 '000
Shares
Weighted average number of ordinary shares in issue
during the year used in the basic earnings
per share calculation 1,053,183 1,020,029
Effect of dilution — weighted average number
of ordinary shares:
Share options 7,759 19,660

1,060,942 1,039,689
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14. PROPERTY, PLANT AND EQUIPMENT

Group
Furniture,
Leasehold fixtures
improve-  Plantand  and office Motor Construction
Buildings ments  machinery  equipment vehicles in progress Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000

31 December 2006

At 31 December 2005 and
at 1 January 2006:

Cost or valuation 167,147 259,455 444,498 295,904 47 450 66,313 1,280,767
Accumulated depreciation

and impairment - {151,761)  (285,368)  (188,138) (33,337) - {658,604)
Net carrying amount 167,147 107,6%4 159,130 107,766 1413 66,313 622,163

At 1 January 2006, net of
accumulated depreciation

and impairment 167,147 107,694 159,130 107,766 14,113 66,313 622,163
Additions 8,210 91,809 83,044 50,536 3,013 1,604 239,118
Acquisition of subsidiaries

{note 35) - - 689 7,788 243 - 8720
Disposalsfwrite-off {300) {13.141) {4,728) {3,219) (1,397} - (22,185}
Transfers 66,092 - - - - {66,002 -
Transfer to investment

properties (17,410) - - - - - {17.410)
Depreciation provided

during the year {6,605) (17,210} {47,162} {40,598) {4,547) - {116,122)
Reversal of impairment - 109 1,497 425 298 - 2,329
Exchange realignment 4,151 2,965 6,817 6,514 619 9 21,075
Al 31 December 2006, net

of accumulated

depreciation and

impairment 221,285 172,226 199,287 129,212 13,242 1,834 737,088
At 31 December 20086;

Cost ar valuation 228,472 316,111 532,205 360,610 47,411 1834 1,486,643

Accumulated depreciation

and impairment (7.187)  (143885)  (332918)  (231,398) {34,169) - {749,557)

Net carrying amount 221,285 172,226 199267 129,212 13,242 1,834 737,086
Analysis of cost or valuation:

Al cost - 36,11 532,205 360,610 47411 1834 1268171

At valuation 228,472 - - - - - 228,472

228472 36,111 532,206 360,610 47,411 1,834 1,486,643
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PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

14.

Group
Furniture,
Leasehold fixtures
improve-  Plantand  and office Motor Construction
Buildings ments  machinery  equipment vehicles in progress Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
31 December 2005
At 1 January 2005:
Cost or valvation 101,261 231,521 431,835 286,802 46,381 5346 1,109,146
Accumulated depreciation
and impairment - {142,780)  (250,615)  (187,525) (30,870) - (611,790)

Net carrying amount 101,261 94,741 181,220 99.217 15,511 5,346 497,356
At 1 January 2005, net of

accumulated depreciation

and impairment 101,261 94,744 161,220 99,277 15,511 5,346 497,356
Additions 68,685 69,349 25,091 53,045 4421 60,967 281,558
Disposalsfwrite-off {391) {21,808} (1,216) (3,069) (1,089) - (27 553)
Surplus an revaluation 8,101 - - - - - 6,101
Depreciation provided

during the year {4,005) (34,314) {43,333 {37.900) (4,313) - (123,865)
Reversal of impairment/

(impairment) - 162 K} (29) (59) - 105
Exchange realignment (4,504} {436) (2,663) (3,558) (378) - (11,539)
AL 31 December 2005, net

of accumulated

depreciation and

impairment 167,147 107,694 159,130 107,766 4,113 66,313 622,163
At 31 December 2005:

Cost or valuation 167,147 259,455 444,498 295,904 47,450 66,313 1,280,767

Accumutated depreciation

and impairment - (151,761)  (285368)  (188,138) {33,337) - (658,604)

Net carrying amount 167,147 107,694 159,130 107,766 14,113 66,313 622,163
Analysis of cast or valuation:

At cost - 259,455 444,498 245,904 47 450 66,313 1,113,620

At valuation 167,147 - - - - - 167,147

167,147 259,455 444,498 295,904 47,450 66,313 1,280,767
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14.

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The net book value of the Group's property, plant and equipment held under finance
leases at 31 December 2006, amounted to HK$1,514,000 (2005: HK$2,771,000).

Last year, the Group's buildings were revalued individually by DTZ Debenham Tie Leung
Limited, S.F. Ahmed & Co and PT Saptasentra Jasa Pradana, independent professionally
qualified valuers, at an aggregate open market value of HK$167,147,000 based on their
existing use. In the opinion of the directors, there has been no material change in
valuation as at the balance sheet date.

During the year, certain of the Group’s buildings were transferred to investment properties.
The buildings were revalued at the date of change in use as an investment property by
DTZ Debenham Tie Leung Limited, independent professionally qualified valuers, at an
open market value of HK$17,410,000 based on its existing use (note 15). No revaluation
surplus or deficit was resulted from the valuation.

Had these buildings been carried at historical cost less accumulated depreciation and
impairment losses, their carrying amounts would have been approximately

HK$197,352,000.

The Group’s buildings included above are held under the following lease terms:

Hong Kong Elsewhere Total

HK$'000 HK$'000 HK$'000

Freehold - 7,855 7,855
Long term leases - 77,1489 77,149
Medium term leases 2,825 133,356 136,281
2,925 218,360 221,285

At 31 December 2008, certain of the Group's buildings with a net book value of
HK$52,059,000 (2005: HK$52,885,000) and plant and machinery with a net book value
of HK$4,042,000 (2005: HK$4,722,000), were pledged to secure banking facilities granted
to the Group {note 28).
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15. INVESTMENT PROPERTIES

Group
2006 2005
HK$’'000 HK$'000
Carrying amount at 1 January 2,500 1,900
Transfer from owner-occupied properties (note 14) 17,410 -
Net profit from a fair value adjustment 1,523 600
Carrying amount at 31 December 21,433 2,500

The Group's investment properties are held under the following lease terms:

Group
2006 2005
HK$’000 HK$'000
Hong Kong — medium term leases 3,100 2,500
PRC — medium term leases 18,333 -
21,433 2,500

The Group's investment properties were revalued on 31 December 2006 by DTZ
Debenham Tie Leung Limited, independent professionally qualified valuers, at
HK$21,433,000 on an open market, existing use basis. The investment properties are
leased to third parties under operating leases, further summary details of which are
included in note 38(a) to the financial statements.

At 31 December 2006, the Group's investment properties with a net book value of
HK$18,333,000 {2005: Nil) were pledged to secure banking facilities granted to the
Group (note 28).




31 December 2008
INVESTMENT PROPERTIES (CONTINUED)

15.

16.

The particulars of the Group’s investment properties are as follows:

Percentage of

attributable

interest of
Location Use Tenure the Group
Workshops Nos.1, 2, 3and 5 Industrial Medium 60
10th Floor, International Trade Centre term
No. 11 Sha Tsui Road lease
Tsuen Wan
New Territories, Hong Kong
Level 1, 2 and 3 Commercial Medium 100
Nos. 012-014 term
Huangxing Middle Road lease
Furong District
Changsha
Hunan Province, PRC
PREPAID LAND LEASE PAYMENTS
Group
2006 2005
HK$’'000 HK$'000
Carrying amount at 1 January 17,618 18,027
Recognised during the year (427) (409)
Exchange realignment 746 -
Carrying amount at 31 December 17,937 17,618
Current portion included in prepayments, deposits
and other receivables (427) (409)
Non-current portion 17,510 17,209

The leasehold land is held under a medium lease and is situated in Mainland China.
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17. GOODWILL

Group
2006 2005
HK$’000 HK$'000
Cost and net carrying amount at 31 December (Note 35) 38,612 -

As further detailed in note 2.4 to the financial statements, the Group applied the
transitional provisions of HKFRS 3 that permitted goodwill in respect of business
combinations which occurred pricor to 2001, to remain eliminated against consolidated
retained profits.

The amounts of goodwill and negative goodwill remaining in consolidated retained profits
as at 31 December 2006, arising from the acquisition of subsidiaries, jointly-controlled
entities and associates prior to the adoption of SSAP 30 in 2001, were HK$2,429,000
(2005: HK$2,429,000) and HK$7,145,000 (2005: HK$7,145,000), respectively. The amount
of goodwill is stated at its cost.

Impairment testing of goodwill

Goodwill acquired through business combinations has been allocated to the retail
operations cash-generating unit, which is a reportable segment, for impairment testing.

The recoverable amount of the retail operations cash-generating unit is also determined
based on a value in use calculation using cash flow projections based on financial
budgets covering a five-year period approved by senior management. The discount rate
applied to the cash flow projections is 5.5% and cash flows beyond the five-year period
are extrapolated using a growth rate of 5.0% which is the same as the long term
average growth rate of the New Zealand retail operations. Senior management believes
that this growth rate is justified, given the Company's past experience in New Zealand.

Key assumptions were used in the value in use calculation of the retail operations cash-
generating unit for 31 December 2006. The following describes each key assumption on
which management has based its cash flow projections to undertake impairment testing
of goodwili;

Budgeted gross margins — The basis used to determine the value assigned to the
budgeted gross margins is the average gross margins achieved in the year immediately
before the budget year, increased for expected efficiency improvements, and expected
market development.

Discount rates — The discount rates used are before tax and refiect specific risks relating
to the Australia and New Zealand retail operations.
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18. INTEREST IN A SUBSIDIARY
Company
2006 2005
HK$'000 HK$'000
Unlisted shares, at cost 377,717 377,717
Due from a subsidiary 363,668 316,419
741,385 694,136
Provision for impairment {45,000) (45,000)
696,385 649,136

The amount due from a subsidiary is unsecured, interest-free and has no fixed terms of
repayment. In the opinion of the Company's directors, these advances are considered
as quasi-equity loans to the subsidiary. The carrying amount of this amount due from a
subsidiary approximates to its fair value. Particulars of the principal subsidiaries are set
out in note 42 to the financial statements.

19. INTERESTS IN JOINTLY-CONTROLLED ENTITIES

Group
2006 2005
HK$'000 HK$'000
Share of net assets 46,589 45,005
Due from jointly-controlled entities 1,525 1,804
Due to jeintly-controlled entities (19,568) (16,806)
28,546 30,003
Provision for impairment (8,360) (8,142)
20,186 21,861

The balances with jointly-controlled entities are unsecured, interest-free and have no
fixed terms of repayment. The carrying amounts of the amounts due from/to jointly-
controlled entities approximate to their fair values.
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19. INTERESTS IN JOINTLY-CONTROLLED ENTITIES (CONTINUED)

Particulars of the principal jointly-controlled entities are as follows:

Percentage
Place of of equity
Registered registration attributable Principal
Name capital and operations to the Group* - activities
2006 2005
ALREFNTRER L US$1,200,000 Mainland China 30 30 Manufacturing
of apparel
Nanjing Jiangda US$1,500,000 Mainland China 45 45 Manufacturing
Clothes Co., Ltd. of apparel
Mingshi Dyeing /558,100,000 Mainland China 40 40 Provision
Factory Co., Ltd. of dyeing
services
Hubei Xian Garment US$728,300 Mainland China 15.1 15.1 Manufacturing
Mig. Co., Lid. of apparel

All jointly-controlled entities are held indirectly through subsidiaries.

All the above jointly-controlled entities are not audited by Ernst & Young Hong Kong or
other Ernst & Young International member firms.

* The percentages of voting power and profit sharing are the same as the percentage
of equity attributable to the Group.
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19.

INTERESTS IN JOINTLY-CONTROLLED ENTITIES (CONTINUED)

The above table lists the jointly-controlled entities of the Group 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 jointly-controlled entities would, in

the opinion of the directors, result in particulars of excessive length.

The following table illustrates the summarised financial information of the Group’s jointly-

controlled entities:

2006 2005
HK$'000 HK$'000
Share of the jointly-controlled entities’ assets and liabilities:
Current assets 69,742 70,843
Non-current assets 24,768 24,494
Current liabilities (47,921) (50,332)
Net assets 46,589 45,005
2006 2005
HK$' 000 HK$'000
Share of the jointly-controlled entities’ results:
Turnover 178,845 174,467
Other revenue 360 428
Total revenue 179,205 174,895
Total expenses (179,450) (173,945)
Tax 533 (519)
Profit after tax 288 431
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20. INTERESTS IN ASSOCIATES

Group

2006 2005

HK$’000 HK$'000

Share of net assets 124,904 117,652
Goodwill on acquisition 8,282 8,282
Due from associates 1,338 1,470
Due to associates (3,000) (7,682)
Loans to associates 141,932 113,479
273,456 233,201

Provision for impairment (8,282) {8,2862)
Provision for loans to associates (58,151) {11,1086)
207,023 213,813

The balances with associates and the loans to associates are unsecured, interest-free
and have no fixed terms of repayment. The carrying amounts of these amounts due
from/to associates and the loans approximate to their fair values.

Particulars of the principal associates are as follows:

Place of Percentage of
Nominal value incorporation/ ownership interest
of issued and registration attributable Principal
Name paid up capital and operations to the Group activities
2006 2005
Glorious Sun Fashion  Ordinary shares The Philippines 49.5 495 Manufacturing
Garment Mig. Co. of Phil Peso of apparel
{Phil.} Inc. 33,500,000
Rays Apparel (H.K.) Ordinary shares Hong Kong 35 35 Provision
Limited of HK§200,000 of agency
services
Rays Apparel, Inc. Ordinary shares USA 35 35 Import and
of US§232,243 distribution
Preference shares of apparel

of US$1,667,757
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20.

INTERESTS IN ASSOCIATES (CONTINUED)

Place of Percentage of
Neminal value incorporation/ ownership interest
of issued and registration attributable Principal
Name paid up capital and operations to the Group activities
2006 2005
RTG Garments Crdinary shares Heng Kong 50 50 Manufacluring
Manufacturing of HK$1,000,000 of apparel
{HK) Limited
G.S - it Limited Ordinary shares Hong Kong 50 50 Investment
of HK$2 holding
and retail
of apparel
Quiksilver Glorious Ordinary shares Hong Kong 50 50 Retail of
Sun JV Limited of HK$10,000 apparel

All associates are held indirectly through subsidiaries.

All the above associates are not audited by Ernst & Young Hong Kong or other Ernst &
Young International member firms.

The above table lists the associates of the Group 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 associates would, in the opinion of the
directors, result in particulars of excessive length.

The Group has discontinued the recognition of its share of losses of G.S — i.t Limited
and Quiksilver Glorious Sun JV Limited because the share of losses of these associates
exceeded the Group's interests in these associates. The Group's unrecognised share of
losses of these associates for the current year was HK$17,695,000 (2005:
HK$11,106,000).

During the year, the operating performance of retail business carried out by the associates
was below the forecast due to intense competition in the business environment. In the
opinion of the directors, while the associates continue to operate, it is uncertain that
sufficient cash flow will be generated by the associates in the foreseeable future to
substantiate the carrying amount of investment costs and loans to associates and
accordingly, the Group recognised a provision for loans to associates of HK347,045,000
with reference to the recoverable amount of the associates.
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20. INTERESTS IN ASSOCIATES (CONTINUED)

The following table illustrates the summarised financial information of the Group's
associates extracted from their management accounts/financial statements, except for
G.S-i.t Limited and Quiksilver Glorious Sun JV Limited which the Group has discontinued
the recognition of its share of the result of these associates:

2006 2005

HK$'000 HK$'000

Assets 668,305 875,666
Liabilities (379,902) {640,320)
Revenues 1,016,116 1,184,830
Profits 57,277 89,256

21. INVENTORIES
Group

2006 2005

HK$’000 HK$'000

Raw materiails 81,225 101,628
Work in progress 103,157 112,629
Finished goods 424,931 346,278
609,313 560,535

At 31 December 2006, the carrying amount of the Group's inventories was pledged as
security for the Group’s bank loans amounting to HK$83,048,000 (2005: HK$86,017,000),
as further detailed in note 28 to the financial statements.
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22,

TRADE AND BILLS RECEIVABLES

The trade and bills receivables include trade receivables, net of provision for impairment,
of HK$279,400,000 (2005: HK$233,326,000) and bills receivable of HK$269,470,000
{2005: HK$198,324,000). The bills receivable aged less than four months at the balance
sheet date for the year. An aged analysis of the trade receivables is as follows:

Group
2006 2005
HK$'000 HK$'000
Less than 4 months 264,957 219,060
4 — 6 months 6,988 13,496
Over 6 months 7,455 770
279,400 233,326

The Group allows an average credit period of 45 days to its trade customers. The Group
seeks to maintain strict control over its cutstanding receivables and has a credit control
department to minimise the credit risk. Overdue balances are reviewed regularly by
senior management. In view of the aforementioned and the fact that the Group's trade
receivables relate to a large number of diversified customers, there is no significant
concentration of credit risk. Trade receivables are non-interest-bearing.

At 31 December 2006, the Group had discounted bills receivable of HK$80,757,000
(2005: HK$83,115,000) to the banks with recourse (the “Discounted Bills"). The Discounted
Bills were included in the above bills receivable because the derecognition criteria for
the financial assets were not met. Accordingly, the advances from the relevant banks
received by the Group as consideration for the Discounted Bills at the balance sheet
date were recognised as liabilities and included in interest-bearing bank and other
borrowings {note 28).
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24,

DUE FROM RELATED COMPANIES

Particulars of the amounts due from related companies disclosed pursuant to Section
161B of the Hong Kong Companies Ordinance are as follows:

Group
Maximum
Balance at outstanding Balance at
Name 31 December during 1 January
2006 the year 2006
HK$'000 HK$000 HK$'000
Jeanswest Corporation (New Zealand)

Limited - 589 589
G.5. Property Management Limited 230 443 197
Golden Sunshine Enterprises Limited 177 177 151
Harbour Guide Limited - 29 29
Gloryear Management Limited 317 317 106

724 1,072

All of the above companies are controlled by Dr. Charles Yeung, SBS, JP and Mr. Yeung
Chun Fan, both of whom are directors of the Company.

The amounts due from related companies are unsecured, interest-free and have no
fixed terms of repayment. The carrying amounts of these amounts due from related
companies approximate to their fair values.

EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Group
2006 2005
HK$'000 HK$'000
Hong Kong listed equity investments, at market value 180,266 59,525

The above equity investments at 31 December 2005 and 2006 were classified as held
for trading.
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25. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

Group Company
2006 2005 2006 2005
Note HK$'000 HK$'000 HK$’000 HK$'000
Cash and bank balances 477,112 497,650 315 315
Time deposits 569,598 790,331 432,885 692,677

1,046,710 1,287,981 433,200 692,992

Less: Time deposits pledged for
bank overdraft and long
term bank loan facilities 28 (21,784) (21,784) - -

Cash and cash equivalents 1,024,926 1,266,197 433,200 £92,992

At the balance sheet date, the cash and bank balances of the Group denominated in
Renminbi {(“RMB") amounted to HK$283,070,000 (2005: HK$347,717,000). 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.

At 31 December 2006, certain of the Group's bank deposits with a carrying value of
HK$21,784,000 (2005: HK$21,784,000) were pledged to secure banking facilities granted
to the Group {note 28).
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27.

TRADE AND BILLS PAYABLES

The trade and bills payables include trade payables of HK$477,383,000 (2005:
HK$405,466,000). An aged analysis of the trade payables is as follows:

Group
2006 2005
HK$'000 HK$’000
Less than 4 months 435,818 391,685
4 - 6 months 38,255 10,597
Over 6 months 3,310 3,184
477,383 405,466

The trade payables are non-interest-bearing and are normally settled on 80-day terms.
DERIVATIVE FINANCIAL INSTRUMENTS

During the year, the Group has entered into various forward currency contracts to manage
its foreign currency risk exposures which did not meet the criteria for hedge accounting.
Changes in the fair value of non-hedging currency derivatives amounting to
HK$11,936,000 (2005: HK$8,370,000) were credited to the income statement during the
year.
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Group — 2006
Effective
interest
rate (%) Maturity HK$'000
Current
Finance lease payables (note 29) 2.75-6.8 2007 912
Bank overdrafts — unsecured Prime — Prime+0.5 On demand 17,572
Bank overdrafts — secured 10.75 On demand 2,932
Bank loans — unsecured HIBOR+1 — 5.58 2007 24,902
Bank loans — secured HIBOR+0.875 - 10.5 2007 128,683
Advances from bank as
consideration for the
Discounted Bills (note 22) HIBOR+(.875 2007 80,757
Trust receipt loans — secured HIBOR+0.875 2007 73,842
329,600
Non-current
Finance lease payables (note 29) 275-6.8 2008 -2011 671
330,271
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28.

Group - 2005
Effective
interest
rate (%) Maturity HK$'000
Current
Finance lease payables (note 29) 5-13 20086 1,381
Bank overdrafts — unsecured Prime — Prime+2.5 On demand 7.388
Bank overdrafts - secured Prime — Prime+2.5 On demand 3,742
Bank loans — unsecured HIBOR+0.875 2006 24,272
Bank loans — secured HIBOR+0.5 2006 56,169
Advances from banks as
consideration for the
Discounted Bills (note 22) HIBOR+(0.75 2006 83,115
Trust receipt loans - secured HIBOR+0.75 2006 75,120
251,187
Non-current
Finance lease payables (note 29) 5-13 2007 - 2009 1,088
Bank loans — secured HIBOR+0.5 2007 - 2008 4 916
6,004

257,191
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28.

Group
2006 2005
HK$'000 HK$000
Analysed into:

Bank loans, trust receipt loans and overdrafts repayable:
Within one year or on demand 328,688 249,806
tn the second year - 4,878
In the third to fifth years, inclusive - 38
328,688 254,722

Finance leases repayable:

Within one year or on demand 912 1,381
In the second year 179 671
In the third to fifth years, inclusive 492 417
1,583 2,469
330,271 257,191

Notes:

(a)

Certain of the Group's bank overdrafts, trust receipt loans and bank loans are
secured by:

(i)

(i)

(i)

(iv}

(v)

mortgages over certain of the Group’s buildings which had an aggregate
carrying value at the balance sheet date of HK$52,069,000 (2005:
HK$52,885,000);

mortgages over certain of the Group's plant and machinery which had an
aggregate carrying value at the balance sheet date of HK$4,042,000 (2005:
HK$4,722,000},

mortgages over certain of the Group’s investment properties which had an
aggregate carrying value at the balance sheet date of HK$18,333,000 (2005:
Nit);

certain bank deposits at the balance sheet date of HK$21,784,000 (2003:
HK$%$21,784,000); and

floating charges over certain of the Group’s inventories with an aggregate
carrying amount at the balance sheet date of HK$83,048,000 (2005:
HK$86,017,000).

All interest-bearing bank and finance leases are denominated in the functional
currency of the entity to which they relate.
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29.

Other interest rate information:

Group
2006 2005

Floating Floating

Fixed rate rate Fixed rate rate

HK$'000 HK$'000 HK$'000 HK$'000

Finance lease payables 1,583 - 2,469 -

Bank overdrafts — unsecured - 17,572 - 7,388

Bank overdrafts — secured - 2,932 - 3,742

Bank loans — unsecured 4,902 20,000 - 24,272

Bank loans — secured 8,627 120,056 - 61,085
Advances from banks as

consideration for the
Discounted Bills - 80,757 - 83,115
Trust receipt lcans — secured - 73,842 - 75,120

FINANCE LEASE PAYABLES

The Group leases certain of its plant and machinery and maotor vebhicles for its
manufacturing process and business purposes. These leases are classified as finance
leases and have remaining lease terms ranging from three {o five years.

At 31 December 2006, the total future minimum lease payments under finance leases

and their present values were as follows:

Group
Present Present
value value
Minimum Minimum of minimum  of minimum
lease lease lease lease
payments payments payments payments
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$ 000
Amounts payable;
Within one year 1,015 1,542 912 1,381
In the second year 236 756 179 671
In the third to fifth years, inclusive 542 473 492 417
Total minimum finance lease payments 1,793 2,771 1,583 2,469
Future finance charges (210) (302)
Total net finance lease payables 1,583 2,469
Portion classified as
current liabilities {note 28) {912) {1,381)
Non-current portion {note 28) 671 1,088
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The long term loans from minority shareholders are unsecured, interest-free and are
repayable beyond one year. The carrying amounts of the long term loans from minority

shareholders approximate to their fair values.

DEFERRED TAX

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

Deferred tax assets

Group

Losses available
for offset against
future taxable profit

2006 2005

HK$'000 HK$'000

At 1 January 2006 14,525 11,887

Acquisition of subsidiaries (note 35) 703 -
Deferred tax credited to the income statement

during the year (note 10) 441 3.484

Exchange differences 1,297 (8486)

Gross deferred tax assets at 31 December 2006 16,966 14,525

Deferred tax liabilities

Group

Depreciation
allowance in
excess of related
depreciation

2006 2005

HK$'000 HK$’000

At 1 January 2006 411 1,057
Deferred tax credited to the income statement

during the year (note 10) {158) (620)

Exchange differences 16 (26)

Gross deferred tax liabilities at 31 December 2008 269 411

Net deferred tax assets at 31 December 2006 16,697 14,114
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DEFERRED TAX (CONTINUED)

The Group has tax losses arising in Hong Kong of HK$17,921,000 (2005: HK$30,768,000)
that are available indefinitely for offsetting against future taxahle profits of the companies
in which the losses arose. Deferred tax assets have not been recognized in respect of
these losses as they have arisen in subsidiaries that have been loss-making for some
time and it is not considered probable that taxable profits will be available against which
the tax losses can be utilised.

At 31 December 2006, there was no significant unrecognised deferred tax liability (2005;
Nil) for taxes that would be payable on the unremitted earnings of certain of the Group’s
subsidiaries, jointly-controlled entities or associates as the Group has no liability to
additional tax should such amounts be remitted.

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

SHARE CAPITAL

Shares
Number of
ordinary shares Company
2006 2005 2006 2005
000 '000 HK$'000 HK$'000
Authorised:

Ordinary shares of HK$0.10 each 6,000,000 6,000,000 600,000 600,000

Issued and fully paid:
Ordinary shares of HK$0.10 each 1,054,864 1,049,376 105,486 104,938

During the year, the subscription rights attaching to 288,000 and 5,200,000 share options
were exercised at the subscription prices of HK$2.564 and HK$2.876 per share,
respectively (note 33), resulting in the issue of 5,488,000 shares of HK$0.10 each for a
total cash consideration, before expenses, of HK$15,693,000.
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32,

33.

A summary of the transactions during the year with reference to the above movements
in the Company's issued ordinary share capital is as follows:

Issued Share

Number of share  premium
shares in issue capital account Total
'000 HK$'000 HK$'000 HK$'000
At 1 January 2005 1,000,584 100,058 268,668 368,726
Share options exercised 48,792 4,880 90,159 95,039
1,049,376 104,938 358,827 463,765
Share issue expenses - - (18) (18)

31 December 2005 and

at 1 January 2006 1,049,376 104,938 358,809 463,747
Share options exercised 5,488 548 15,145 15,693
1,054,864 105,486 373,954 479,440
Share issue expenses - - (16) (16)
At 31 December 2006 1,054,864 105,486 373,938 479,424

SHARE OPTION SCHEMES

On 1 September 2005, the shareholders of the Company approved the termination (to
the effect that the Company can no longer grant any further options} of the share option
scheme adopted by the Company on 2 September 1996 (the “Old Scheme”) and the
adoption of a new share option scheme (the “New Scheme”). All options granted and
outstanding prior to the termination of the Old Scheme will remain in full force and

effect.

{a) Old Scheme

The Old Scheme was adopted by the Company on 2 September 1996. The purpose
of the Old Scheme is to provide incentives and rewards to eligible participants
who contribute to the success of the Group’s operations. Eligible participants of
the Old Scheme include the executive directors and other full-time employees of

the Group.
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(a)

Old Scheme {continued)

Share options under the Old Scheme do not confer rights on the holders to dividends
or to vote at shareholders' meetings.

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

Nurber ¢f skares subject to options Share optiens Price of Company's shase™
At Durine Al Immediately At exescise
Category of 1 Januany ring the yeat 3 December Subscription befora the date of
participant 06 Exercised  Lapsed  Cancelled 2006 Date of grant* Exercise period price’* exercise date share options
0 i "0 00 000 HKS HKS Hi

Employees
inaggregate 7,800 (5,200 - - 2,600 16061897 1510612000 4o 1410612007 2876 1909 1815
{2818 (1 I ) - 11478 00811897 16091957 1o 26:0812007 .56 15 K
8656 - (1,053} - 5,604 JN0ASHT  SUON9ET to 30002007 1.800 - -

AU A 04 - 19,680
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(a)

0Old Scheme (continued)

Notes to the reconciliation of share options under the Old Scheme outstanding during the year:

-

The vesting period of the share options is fraom the date of grant until the commencement of
the exercise period.

i The subscription price of the share options is subject to adjustment in the case of rights or
bonus issues, or other similar changes in the Company’s share capital.

The price of the Company’s shares disclosed immediately before the exercise date of the
share options is the weighted average of the Stock Exchange closing prices immediately
before the dates on which the options were exercised.

The 5,488,000 share options exercised during the year resulted in the issue of
5,488,000 ordinary shares of the Company and new share capital of HK$548,000
and share premium of HK$15,145,000 (before issue expenses), as further detailed
in note 32 to the financial statements.

At the balance sheet date, the Company had 19,680,000 share options outstanding
under the Old Scheme, which represented approximately 1.87% of the Company’s
shares in issue as at that date. The exercise in full of all outstanding share options
would, under the present capital structure of the Company, result in the issue of
19,680,000 additional shares of HK$0.10 each and proceeds of approximately
HK$46,989,000.

No theoretical value of share options is disclosed as no share options were granted
during the year.
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(b)

New Scheme

The New Scheme was adopted by the Company on 1 September 2005, unless
ctherwise terminated or amended, the New Scheme will remain in force for 10
years from the date of adoption.

The purpose of the New Scheme is to attract and retain the best quality personnel
for the development of the Company's businesses; to provide additional incentives
to employees, officers and directors of the Group; and to promote the long term
financial success of the Company by aligning the interests of option holders to
shareholders.

Pursuant to the New Scheme, the maximum number of shares in respect of which
options may be granted must not in aggregate exceed 10% of the shares in issue
at the date of approval of the New Scheme. The maximum number of shares
issuable under share options to each eligible participant in the New Scheme in
any 12-month period is limited to 1% of the ordinary shares of the Company in
issue.

The subscription price of the share options is determinable by the board of directors,
but shall not be less than whichever is the higher of (i} the closing price of the
ordinary shares of the Company as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; (ii) the average closing
prices of the ordinary shares of the Company as stated in the Stock Exchange's
daily quotation sheets for the five business days immediately preceding the date
of grant; and (iii) the nominal value of the ordinary share of the Company.

During the year, no share options were granted or exercised under the New Scheme.
Therefore, no theoretical value of share options is disclosed.
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34. RESERVES

Group
Attributable to equity holders of the Company
Exchange Non-
Share Asset fluctuation distributable  Retained
premiem Contributed revaluaion  reserve  reserves profits Minority
account  surplus  reserve  (noted)  (noleii)  (moteil) Total  interests
Notes HKSOJ0  KKS'000  HKFO0D  HKSO00  HKBO00  HKS'000  RXKSDO0  HKSO000
A1 January 2003 8668 1455% 15201 (18604 B2 4m6 1265434 1401
Net surplus on revaluation of buildings - - 4,960 - - - 4960 851

Exchange realignment an translation of
oversess subsidiaries, jointly-controlled

enlities and associates - - - (14M) - - {14 919
Transfer from retained profits - - - - 465 (465) - -
Oividends paid to minority shareholders - - - - - - - (49.887T)
Revaluation raserve released an disposal - - (1) - - 17 - 17
Profit for the year - - - - - 809 2425800 48,678
Issue of shares b)) 90.159 - - - - - 40,159 -
Share issus expenses R (18) - - - - - (18) -
Underaccnual of final 2004 dividend i2 - - - - - (265) (265) -
Interim 2005 dividend 12 - - - - - (043)  (30432) -
Proposed final 2005 dividend 12 - - - - - (M43 (14382) -
Proposed specizl 2005 dividend 12 - - - - - (104938} {104,938 -
At 31 December 2005 B89 115,58 u44 (3751) 6407 BESTA0 1336880 14069
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Group
Attributable to equity holders of the Company
Exchange Non-
Share Asset fluctuation distributable  Refained
premium  Contributed revaluation  reserve  reserves profits Minority
accout  swplus  reseve  (notei]  {noteii}  {noteii) Total  interests
Notes HKEO00  HKE000  HKEOOD  HK§'000  HKE0O0  HKS000  HKSO00D  HKED00
At 1 January 2008 30600 115551 a8t 407 863720 1330880 149,690

Exchange realignment on translation of
overseas subsidlaries, jointly-controlled

entities and associates - - - 25,74 - - %74 420
Transfer from retained profits - - - - 413 (#13) - -
Dividends paid to minority shareholders - - - - - - - (54
Capital contributed by 3 minority shareholder - - - - - - - fifd
Revaluation reserve released on disposal - - (90) - - 80 - -
Profit for the year - - - - - M Mk 42,07
Issue of shares 2 15,145 - - - - - 15,145 -
Share issus expensas 3 {16) - - - - - {16} -
Underaccrual of final 2005 dividend f - - - - - (1,063) (1,083} -
Interim 2008 dividend 12 - - - - - (3086} (337%6) -
Proposed final 2008 dvidend 12 - - - - - {18.015)  (128145) -
Propased special 2008 dividend 12 - - - - - (105488)  {105486) -
Ai 31 December 2006 730 155 21,03 (6,007) 6820 G71550 13R85
Notes: (i) Included in the exchange fluctuation reserve is an amount of HK$28,191,000 (2005:

exchange gains of HK$15,386,000), representing the exchange gains arising on the
translation of loans to overseas subsidiaries that are not repayable in the foreseeable
future and, in the opinion of the directors, are part of the Company’s net investments in the
subsidiaries.

(ii) Pursuant to the relevant laws and regulations for Sino-foreign joint venture enterprises, a
portion of the profits of the Group's subsidiaries and jointly-controlled entities in Mainland
China has been transferred to non-distributable reserves, which are restricted as to use.
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RESERVES (CONTINUED)

Company
Share
premium Contributed Retained
account surplus profits Total
Notes HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2005 268,668 377,567 516,889 1,163,124
Issue of shares 90,159 - - 90,159
Share issue expenses (18) - - {18)
Profit for the year 11 - - 15,723 15,723
Underaccrual of final
2004 dividend 12 - - (265) {265)
Interim 2005 dividend 12 - - (30,432) (30,432)
Proposed final 2005
dividend 12 - - {114,382) (114,382)
Proposed special 2005
dividend 12 - - {104,938) {104,938)

At 31 December 2005 and

at 1 January 2006 358,809 377,567 282,595 1,018,971
Issue of shares 15,145 - - 15,145
Share issue expenses {16} - - (16)
Profit for the year 1 - - 25,483 25,483
Underaccrual of final

2005 dividend 12 - - {1,063) {1,063)
Interim 2006 dividend 12 - - {33,756) {33,756)
Proposed final 2006 dividend 12 - - (129,115) {129,115)
Proposed special 2006 dividend 12 - - (105,486) (105,486)
At 31 December 2006 373,938 377,567 38,658 790,163

The Group's contributed surplus represents the difference between the nominal value of
the share capital issued by the Company and the aggregate of the share capital and the
share premium of the subsidiaries acquired pursuant to the Group reorganisation prior
to the listing of the Company’s shares in 1996.

The Company’s contributed surplus represents the excess of the fair value of the shares
of the subsidiaries acquired pursuant to the Group reorganisation, over the nominal
value of the Company’s shares issued in exchange therefor. Under the Companies Act
1981 of Bermuda (as amended), the centributed surplus is distributable to shareholders
under certain circumstances.
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December 2006

BUSINESS COMBINATION

On 7 April 2006, the Group acquired a 100% interest in Goldpromise Limited from
directors of the Company. Goldpromise Limited and its subsidiaries (collectively
“Goldpromise Group”) engage in the retailing of jeans and other fashion goods in New
Zealand. Further details of the transactions are included in note 40(b) to the financial
statements. The purchase consideration for the acquisition was in the form of cash, with
HK$42,263,000 paid at the completion date on 27 May 2006.

The fair values of the identifiable assets and liabilities of Goldpromise Group as at the
date of acquisition and the corresponding carrying amounts immediately before the

acquisition were as follows:

Fair value
recognised Carrying
on acquisition amount
Notes HKS$000 HK$'000
Property, plant and equipment 14 8,720 8,720
Deferred tax assets 31 ' 703 703
Cash and bank balances 14,166 14,166
Inventories 12,248 12,248
Prepayments and other receivables 7,610 7,610
Tax recoverable 194 194
Trade payables (274) (274)
Accruals and other payables (3,147) (3,147)
Shareholders’ loan {36,569) (36,569)
3,651 3,651

Goodwill on acquisition 17 38,612

Satisfied by cash 42,263
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36.

BUSINESS COMBINATION (CONTINUED)

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition
of subsidiaries is as follows:

HK$'000

Cash consideration (42,263)

Shareholders’ loan (36,569)

Cash and bank balances acquired 14,166
Net outflow of cash and cash equivalents

in respect of the acquisition of subsidiaries {64,666)

Since its acquisition, Goldpramise Group contributed HK$64,693,000 to the Group's
revenue and HK$5,022,000 to the consolidated profit for the year ended 31 December
2006.

Had the combination taken place at the beginning of the year, the revenue from continuing
operations of the Group and the profit of the Group for the year would have been
HK$4,433,384,000 and HK$313,851,000, respectively.

NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT

Major non-cash transaction

During the year, the Group entered into finance lease arrangements in respect of property,

plant and equipment with a total capital value at the inception of the leases of HK$901,000
(2005: HK$596,000).
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CONTINGENT LIABILITIES

Al the balance sheet date, contingent liabiiities not provided for in the financial statements
were as follows:

Group Company
2006 2005 2006 2005
HK$'000 HK$'000 HK$’000 HK3'000

Bank guarantees provided for
facilities granted to subsidiaries - - 841,660 1,079,860

Extent of the guaranteed facilities
utitised by subsidiaries - - 9,738 27,062

OPERATING LEASE ARRANGEMENTS
(a) Aslessor

The Group leases its investment properties (note 15 to the financial statements)
under operating lease arrangements, with leases negotiated for terms ranging
from two to three years. The terms of the lease generally also require the tenants
to pay security deposits.

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

Group
2006 2005
HK$'000 HK$'000
Within one year 2,772 119
In the second to fifth years, inclusive 7,252 -

10,024 119
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39.

OPERATING LEASE ARRANGEMENTS (CONTINUED)

(b} As lessee
The Group leases certain of its plant and machinery, retail stores and office
properties under operating lease arrangements, with leases negotiated for terms

ranging from three to six years.

At 31 December 2008, the Group had total future minimum lease payments under
non-cancellable operating leases falling due as follows:

Group
2006 2005
HK$'000 HK$'000
Within one year 386,981 291,311
In the second to fifth years, inclusive 713,256 554,700
After five years 213,430 174,446

1,313,667 1,020,457

COMMITMENTS

in addition to the operating lease commitments detailed in note 38(b) above, the Group
had the following commitments at the balance sheet date:

Capital commitments

Group
2006 2005
HK$'000 HK$'000
Contracted, but not provided for:

Construction in progress 10,946 27,284

Authorised, but not contracted for:
Construction in progress 3,675 35,774
Capital contributions payable to associates - 12,900
3,675 48,674
14,621 75,058

At the balance sheet date, the Company had no significant commitments.
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40. RELATED PARTY TRANSACTIONS

(a)

(b)

In addition to the connected transactions disclosed in the report of the directors,
which were also related party transactions, the Group had the following material
transactions with related parties during the year:

Group
2006 2005
Notes HK$'000 HK$'000
Purchases of raw materials from
jointly-controlled entities (i) 22 172
Processing charges paid to
jointly-controlled entities (i) 106,600 63,449
Processing charge paid to an associate (ii) 4,052 33,045
Management fee paid to an associate (iii) - 5,968
Sales of goods to associates {iv) 188 293
Notes:

{i)  The directors consider that purchases of raw materials were made according
to terms and conditions comparable to those offered to other customers of
the jointly-controlled entities.

(i)  The processing charges were calculated at the costs incurred by the jointly-
controlled entities and associates plus a mark-up agreed between the parties.

(i) The management fee was based on direct costs incurred, plus a mark-up
agreed between the parties.

(iv) The sales to the associates were made according to the published prices
and conditions offered to the major customers of the Group.

Other transactions with related patrties:

During the year, the Group acquired subsidiaries, Goldpromise Group, from directors
of the Company for HK$42,263,000, based on an internal valuation of the business
performed by the Company. Further details of the transaction are included in note
35 to the financial statements.
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40. RELATED PARTY TRANSACTIONS (CONTINUED)

(c)

(d)

QOutstanding balances with related parties:

(i} As disclosed in the consolidated balance sheet, the Group had outstanding
receivables from its related companies of HK$724,000 (2005: HK$1,072,000),
as at the balance sheet date. The receivables are unsecured, interest-free
and have no fixed terms of repayment.

(i)  Details of the Group's loans to and amounts due from/to its associates as at
the balance sheet date are included in note 20 to the financial statements,
and details of the Group's amounts due from/to its jointly-controlled entities
are included in note 19 to the financial statements.

(iii)y Details of the Group's long term loans from its minority shareholders are
included in note 30 to the financial statements.

Compensation of key management personnel of the Group:

2006 2005

HK$'000 HK$'000

Short term employee benefits 34,905 37,088

Post-employment benefit 859 821
Total compensation paid to key

management personnel 35,764 37,909

Further details of directors’ emoluments are included in note 8 to the financial
statements.
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41.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments, other than derivatives, comprise bank loans,
finance leases and cash and short term deposits. 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 trade receivables and trade payables, which arise
directly from its operations.

It is, and has been, throughout the year under review, the Group’s policy that trading in
financial instruments shall be undertaken to enhance the yield from idle fund. The Group's
accounting policies in relation to derivatives are set out in note 2.4 to the financial
statements.

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.

Cash flow interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to
the Group’s long term debt obligation with a floating interest rate.

The Group's policy is to manage its interest cost under variable rate debts. As the
Group’s long term debt obligation is not significant, the Group does not anticipate
significant impact under this type of risks.

Foreign currency risk

The Group manages its foreign currency risk with trading policies and close monitoring
of adherence to such policies. The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units in currencies other than the
units’ functional currency.

The Group’s functional currencies consist of Hong Kong dotlars, RMB, New Zealand
dollars and Australian dollars. As Hong Kong dollars are pegged to United States dollars,
the Company does not anticipate significant movement in the exchange rates except
those relating to Australian dollars. Approximately 18% (2005: 20%) of the Group's sales
are denominated in Australian dollars while almost 23% (2005: 24%) of the related costs
are denominated in United States dollars. The Group enters into forward contracts to
hedge the foreign currency risk.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

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, receivable balances are monitored on an ongoing basis and the
Group's exposure to bad debts is not significant.

With respect to credit risk arising from the other financial assets of the Group, which
comprise cash and cash equivalents and certain derivative instruments, the Group's
exposure to credit risk arises from default of the counterparty, with a maximum exposure
equal to the carrying amount of these instruments.

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

Liquidity risk

The Group's objective is to maintain a balance between continuity of funding and flexibility
through the use of bank loans and finance leases. The Group's policy is to match the
maturity of borrowings with expected cash inflow from the relevant assets acquired to
ensure proper funding.

Fair values

As at 31 December 2006, the carrying amounts of the Group's financial assets and
liabilities approximated to their fair values.
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PARTICULARS OF PRINCIPAL SUBSIDIARIES

The table below 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.

Particulars of the principal subsidiaries are as follows:

Nominal value
of issued
Place of ordinary Percentage
incorporation or share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2006 2005
Glorious Sun Enterprises  British Virgin Us$200 100 100 Investment
{BVI) Limited* Islands/ holding
Hong Kong
Jeanswest (BVI) Limited British Virgin US$1 100 100 Investment
Islands/ helding
Hong Kong
Jeanswest International Malaysia/ US$1 100 100 investment
{L) Limited Hong Kong holding
Glerious Sun Licensing Malaysia/ us$1 100 100 Holding of
(L) Limited Hong Kong trademarks
Jeanswesl Investments Australia A$12,002,202 100 100 [nvestment
{Australia) Pty. Ltd. holding
Jeanswest Wholesale Australia A%2 100 100 Trading of
Pty. Ltd. apparel
Jeanswest Corporation Australia A$11,000,000 100 100 Retail of
Pty. Ltd. Ordinary apparel
A$1,000,000 in Australia

A class shares
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

Nominal value

of issued
Place of ordinary Percentage
incorporation or share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2006 2005
Renher Pty. Lid. Australia A$2,200 100 100 Provision of
Ordinary shop leasing
services in
Australia
Goldpromise Limited British Virgin Us$2 100 - Investment
Islands/ Ordinary holding
Hong Kong
Jeanswest Corporation New Zealand NZD1,191,264 100 - Retail of
(New Zealand) Limited Ordinary apparel in
New Zealand
Jeanswest International Hong Kong/  HK$10,000,000 100 100 Retail of
(H.K.) Limited Mainland China Ordinary apparel in
Mainland
China
Advancetex Invesiment Hong Kong/  HK$10,000,000 100 100 Retail of
Limited Mainland China Ordinary apparel in
Mainland
China
Glorious Sun Industries British Virgin US§1 100 100 investment
{BVI} Limited Islands/ holding
Hong Kang
The Glorious Sun Fashion Hong Kong HK$2,600,000 100 100 Trading of
Garment Manufaclory Ordinary apparel

{H.K.} Limited
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)}

Nominal value

of issued
Place of ordinary Percentage
incorporation or share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2006 2005
Pacific Potential Trading Hong Kong HK$200,000 100 100 Provision
Company Limited Ordinary of agency
services
Advancetex International Hong Kong HK$6,000,000 100 100 Trading and
Trading (HK) Ordinary production
Company Limited of apparel
Parkent Industries Limited Hong Kong HK$600,000 100 100 Import and
Ordinary export of
apparel
Gold Treasure Investment Hong Kong HK$2 100 100 Provision of
Limited Ordinary production
management
services
Advancetex Fashion Garment  Mainland US$8,128,000 100 100 Manufacturing
Mfy. (Hui Zhou) Limited** China paid up to of apparel
US$6,128,000
FRIRES EM)BRLAE*  Mainland  US$7,000,000 100 100 Manufacturing
China and trading
of apparel
Glorious Sunshine Textiles Hong Kong  HK$10,000,000 100 100 Import and
Company Limited Ordinary distribution
of textile

products




31 December 2006
42. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

Nominal value
of issued
Place of ordinary Percentage
incorporation or share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2006 2005

Sparrow Apparels Bangladesh Tk10,000,000 70 70 Manufacturing
Limited* Ordinary of apparel
Gennon Industries Hong Kong HK$10,000 100 100 Investment
Limited Ordinary holding
AEEZ (EM) AR Maintand HK$500,000 100 100 Trading
China of apparel
Chapman Internaticnal Macau MOP 100,000 50.4 50.4 Trading of
Macao Commercial apparel

Offshore Limited
Main Pui Investments Hong Kong HK$1,460,000 50.4 504 Property
Limited Ordinary holding and
provision of
management
services
Recent Garments and Bangladesh Tk100,000 35.3# 35.3 Manufacturing
Knitting Industries Ltd.* Ordinary of apparel
Shamoli Garments Limited*  Bangladesh Tk10,000,000 35.3% 35.3 Manufacturing
Ordinary of apparel
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

Nominal value

of issued
Place of ordinary Percentage
incorporation or share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2006 2005
P.T. Crownfund Garment Indonesia US$1,000,000 47.9% 47.9 Manufacturing
Factory* of apparel
Gennen (Cambodia) Cambodia US$500,000 50.4 50.4 Manufacturing
Garment Ordinary of apparel
Manufacturing Lid.*

EMHFZHREERLE  Mainland  HK$5,000,000 48.4% 48.4 Manufacturing
China of apparel
Dongguan Ming Hoi Dyeing Mainland HK$195,230,000 50.4 50.4 Provision
& Finishing Factory China paid up to of dyeing and
Co., Lid." HK$192,014,320 knitting
services
Recent Sweaters Limiled* Bangladesh Tk200,000 35.3% 353 Manufacturing
Ordinary of apparel
Rays The Glorious British Virgin Us$1 100 100 Investment
Investment (BVI) Islands/ holding

Limited Hong Kong
Full Yuen Investments Hong Kong HK$2 100 100 Investment

Limited Crdinary holding
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

Nominal value
of issued
Place of ordinary Percentage
incorporation or share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2006 2005
Shijiazhuang Changhong Mainland US$2,100,000 65 65 Provision of
Building Decoration China interior
Engineering Co., Ltd."™" decoration and
renovation
services
Taizhou Famebish Apparel Mainland US$100,000 60 60 Manufacturing
Co. Ltd.*** China of apparel

n

Directly held by the Company.
- Registered as wholly-foreign-owned enterprises under the PRC law.
***  Registered as sino-foreign equity joint ventures under the PRC faw.

¥ Not audited by Ernst & Young Hong Kong or other Ernst & Young International
member firms.

kl Subsidiaries of a non-wholly-owned subsidiary of the Company and, accordingly,
are accounted for as subsidiaries by virtue of the Company’s control over them.

During the year, the Group acquired Goldpromise Group from directors of the Cempany.
Further details of this acquisition are included in notes 35 and 40(b) to the financial
statements.

43. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors
on 11 April 2007.




A summary of the published results of the Group for the last five financial years/period, as
extracted from the audited financial statements, is set out below.

Period from

1 April 2002

Year ended  Year ended Yearended Year ended to
31 December 31 December 31 December 31 December 31 December
2006 2005 2004 2003 2002

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

REVENUE 4,397,359 3,802,398 3,583,751 3,310,309 2,436,567

Operating profit
(after finance costs) 362,294 325,872 341,111 318,315 217,324

Share of profits and losses of
jointly-controlled entities

and associates 28,950 45,059 21,828 33,524 21,656
Profit before tax 391,244 370,931 362,939 351,839 238,980
Tax (77,586) (79,446) (90,196) {94,548) (49,130)
Profit for the year 313,658 291,485 272,743 257,291 189,850

Attributable to:
Ordinary equity holders
of the Company 271,582 242,809 219,193 164 843 128,693
Minority interests 42,076 48,676 53,550 92,448 61,157

313,658 291,485 272,743 257,291 189,850




A summary of the published assets, liabilities and minority interests of the Group for the last
five financial years/period, as extracted from the audited financia! statements, is set out below.

31 December 31 December 31 December 31 December 31 December
2006 2005 2004 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Property, plant and

equipment 737,086 622,163 497,356 492,132 466,968
Investment properties 21,433 2,500 1,900 1,650 1,650
Prepaid land lease payments 17,510 17,209 17,618 18,027 16,396
Goodwill 38,612 - - - -

Interests in jointly-controlled

entities and associates 227,209 235,674 186,247 129,377 89,221
Permanent quota - - - 1,165 1,540
Deferred tax assets 16,966 14,525 11,887 - -
Current assets 2,653,179 2,519,866 2,313,783 2,232,687 1,998,395
TOTAL ASSETS 3,711,995 3,411,937 3,028,791 2,875,038 2,574,170
Current liabilities 1,833,421 1,583,294 1,373,906 1,283,908 1,092,865

Interest-bearing bank
and other borrowings
{non-current portion) 671 6,004 25,061 53,722 61,257

Long term loans from

minority shareholders 8,400 9,400 9,400 9,400 9,400
Deferred tax liabilities 269 411 1,057 1,750 2,019
TOTAL LIABILITIES 1,843,761 1,599,108 1,409,424 1,348,780 1,165,541
NET ASSETS 1,868,234 1,812,828 1,619,367 1,526,258 1,408,629

MINORITY INTERESTS 145,232 149,690 149,114 183,859 158,025
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PEA — PEELD 18,333 =
21,433 2,500

AEANRENMECR - EERNFT A+ HKBUER L EMBRRATELR
MERREMARERA21,433,0008 L - WYEAELEHREFTANBTHE=F - FHH

FI| B 7 84 7% ¥ 5 P 5 38(a)

R-BEXE+_A=Z+—8  AEEHMHIREVEREFE18,333,0008 T (=ZF
FTARFS)BERTRITUBGSRITRAE (Mx28) -




Z¥FARTIAZT-E

15.

16.

BRYPE (E)
NEEREEDESFBHOT
EEMMIL
i B B #an REaask
ERAFAZTBPBEIR T% ® Hf 60
BEEPL10181 2 3R5E
PREAEEESITERR GEES KA 100
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R AR 2 )~ R SR IE (19,568) (16,806)
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ENERREEREREMNE S EKNE477,383,0008 L (ZF TR F : 405,466,0008
TT) » THAENE SRR RFEDH

EEM
—BBRE —FETHF
2EWTrx ABTT
AR E A 435,818 391,685
ZXR@AAR 38,255 10,597
HBNEA 3,310 3,184
477,383 405,466

B R AR B RBERORAME -
27. GIEMBEIA
RAER  ALHESTMEESERAOUERERAR - B THA -

SEE P EHITE A P BEE 311,936,000 T (ZFE R EF © 8,370,000/ T) SRR
BRARM -
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28. HERARTRRERMBER
50 - —BTARF

R B F) (%) R #EWTT

piid

B R E A B 5E29) 2.75— 6.8 2007 912

RITHE = — EIEWF BiEAF E— EERE 17,572

mEZFE+05

RITES —BFHH 10.75 REE 2,932

WITER—ELE BITRIZEFE+1—558 2007 24,902

WITHER - FEER RITE H 1 2+0.875—10.5 2007 128,683

WITEREAMIRER iR 171 2 3F 2. +0.875 2007 80,757

RES (22

ZiElsE - gEE $R1T R %7 2 +0.875 2007 73,842
329,600

137141

FEHEEEMR (M T29 2.75—6.8 2008-2011 671

330,271
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28.

t-Az1-E
HABRTESXRHMER (&)

EHEM - —ZBRF

X B F #(%) A B®TFx
g ]
REMEENK (29 5-13 2006 1,381
RiTiEx —EEH SEEHE - BE 7,388
=EEFE+25
FrTiEE -FEM REBRTE B2 3,742
— 8 EAE+25
BRITER-EER RITRIZEHF L +0.875 2006 24,272
RITER—AHEA RITRIZEIE+0.5 2006 56,169
RITEZKIEAMBRERE RITRIEFE+0.75 2006 83,115
KEE (HF22)
5 Wik — A B RITFAEKRE+0.75 2006 75,120
251,187
JERE
& & EA R (M 5E29) 5-13 2007-2009 1,088
BITER—-BHA WITE ¥R S+0.5 2007-2008 - 4,916
6,004

257,191
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28. HRRITRIXRRMER ()

r 34
—EERE —ETE0HF
BETT AT T
ST

MOTER - EHWEEETES
—TREREFE 328,688 249 806
B - 4 878
Fo-F2ERIT(REERMT) - 38
328,688 254,722

BEEEEME:

—FRELTHE 912 1,381
EF 179 671
EZFEERNH (REEERE) 492 417
1,583 2.469
330,271 257,191

Fiet -

(a) AHRBEMOHRTESX  EHRERERBEUTHERER
() TEEBOHET REEOZRZFEREFERS2,059,0008 L (ZFTFH

£ : 52,885,000 7T)

(i) AEBEMOMERE NS REE R Z5HREIF{E 24,042,000/ T

—EBT R : 4,722,000 1) ©

(iy AREBHEADE  REEHZRHRBDFEH18,333,0008T(ZFF

e ) e

(iv) ZEBRHETER  REEOZEBEA21,7840008T (ST HF

21,784,000 7T) °

(v) AKREHLNTE NEHEHZRAEA83,048,000FT (- EZTHF ¢

86,017,000;8 ) -

(b) FMBEFERTERRALMERIZEAR
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28. HARTREREMER (&)
HithF| S & ¥ -
31 |
—BENE —RERF

EERE ZIHAE ETsx IHLE
MWTT MWER NI BT

RE R EREN 1,583 - 2,469 -
RITEL -SER - 17,572 — 7,388
RITHEZ — HHEM - 2,932 - 3,742
BATER - EEH 4,902 20,000 - 24,272
BITEF-GER 8,627 120,056 - 61,085
BITEREAMBRERRESR - 80,757 — 83,115
EFEWE - FER - 73,842 — 75,120

29, BREAREMAR

AEHASETHREAEANCELBRMERE - REROESBEARENEA
H-HTHHEA=E1%F-

RIEEAFTZA=+—8 BEHEERBERERGEMIIOT

THEN
BEARERH REHRERGZEMA
CBeARE —ETRE ZEBRE —_FTFLE
BT AEETT #HWFT EBETT
EBRSE
»R—F A 1,015 1,542 912 1,381
WE_—F 236 756 179 671
MNE=ZZFHHF
(REBEREMSE) 542 473 492 417
BEHAERER 1,793 2,771 1,583 2,469
BGRB8 A (210) (302)
FEMEERFHE 1,583 2,469
Bl meh e EEn (HiF2s) (912) (1,381)
£ B B {7 (B 7k 28) 671 1,088
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30.

31.

& R W T R X

LEERRERMERBEER 2R —FRER

AFEME -

i BE R I

BENRABEREEHAEENEBBERNOT

c LEBRRERERFEOEERIA

BERERE
r 3 4.
& 35 88 0
BRRER
—BBEXRE —ZERRE
BT BT T
R_EERFEF—A—H 14,525 11,887
8% B M BB 2 8] (BT E35) 703 —
FEFEHEARZR 2 BELES A FE10) 441 3,484
6 ¥, 1,297 (846)
MR-BRERF+ A=+ —FEELHEBEEE 16,966 14,525
iR T 12 I A %
r.$ ¥ |
mMEREHK
—EBAE —ERARE
B®Fx AT T
BZEERE—H—H 411 1,057
AEFHANBRER2BETERE M FFE10) (158) (620)
[E R AR 16 (26)
N-BBEXE+-_FE=+—HA2ECLHEAR 269 411
RIBERRXE+ _AZ+—BELEHESEE 16,697 14,114
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31.

32.

BERT (F)

REMESEESMEHHEREBA17,921,0008L (ZFT AT : 30,768,000/ L)
TEBERENENEEAERABEN DTN RRERB AT - ARZERCTFER
MEBARRNE—BREERE -  TRATATRARABRBANIFEE  RIERAR
BB EABENER -

R-BEAF+ZAZ+—B  ZEAAAREAMBAR - HEEH QR KEE QA
MAFELBIOEMNFEARZTIOREAREREAB(ZTTRF 8 ARESEX
WELE  AEOYRBEHIOHRBEEE  WLUREREABRTEHERE -

ARBHEBRREERDLEHFEAMSHZER -

B
B 7
RN . N
ZBBAE —_TTHF ZS8®RFE —_TELE
F i Ffz BWFR EBTT
EEBRAE

FRHEECI10ET L EEBR 6,000,000 6,000,000 600,000 600,000

BEHITEREERE
BREEOI0E T ZTER 1,054,864 1,049,376 105,486 104,938

RAER - 5084 288,0005.5,200,0000% 5 R A R E 5 2.564%2.876 B L 1TE
(B3E33) - LABIEE175,488,00008 %1% - BRRO10E T - AHNBRERAMNZBRSHE
£ {8 £ 15,693,000/ T °
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32.

33.

“f=t+-8

BE ()
BU EARRAIBTEARS BERKEEZTSWMT -
BiTRAEE RITRE BM an
T #HETT BETL B¥TT
WoBERF—HF—8 1,000,584 100,058 268,668 368,726
77 18 B A% 4 48,792 4,880 90,159 95,039
1,049,376 104,938 358,827 463,765
BITRGER - - (18) (18)
RoBERE+_-_A=+—8H
EZEERE—-H—H 1,049,376 104,938 358,809 463,747
ITEERERRAE 5,488 548 15,145 15,693
1,054,864 105,486 373,954 479,440
BITROEA — - (16) (16)
B_EERF+-_A=+—H 1,054,864 105,486 373,938 479,424

RIZEFHFILA—R  ARRABRRILER D (BIARE

BREBERE ARTR—AN

RENLAZBRGAZEBRAES S ([E5 8] RRMSEARES S (THEHE)) - B
REFRREMETRERTREZBREDNAGERS -

(a) BHNE

B @R - ANARFAAZREARARFRM

EERHASHEEGARELE

BrzaBEB2RERUBBEEE - BBz EB2EERBEAEEH AT

EFRhEHRES -
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33. MEREHE ()

(a) BWetN (4

BHETZHRETEAE FRHEARREAREIXNBRRNE LREZER -

FENBRBESBIIREmERITRBRERT -

REARE Ll ZELE
B88iE b = L)
SRLER -8~ fit &N B3 +tIAZt-8 sgan fERR RRR~ RBGHENR BHREN
T Tt H T Hi A8x A%x ELo
gnat T BN - - 2600 -hREE CBRREAALEA 2876 199 3815
RATAE  Eo99rEAEtoH
12885 g (16 - 1475 -hiEE -RAtERRTAR 2584 115 376
AAZTE Z-SRLEAA-TAR
665 - sy - 5604 -hitE  -AAtETEZE-A 1800 - -
H2t-8  E-9RtEtACHE
Y Y A - 19580
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33. REAND (&)

(a)

EHm (4)

BBz BRERETFEN SR E -
MREBRINSaEHAHEEZETERMAR AL -
MRE RBAANGREABTERIARRAZEMAMUS S M= L MR -

REBRENTEEMMNREMNAQRRMOOE LEEZRERETESBNERARRG
ERZFMETHRTE -

PN 175,488,000 B AR 4 - UL A D B C #1775,488,00008 LilAR - 3718
B 75 548,000 T AH B 2151450008 T GRIBRTRE) - SWEES
PR R RMisE32 -

ARRIREER - Bt 8l @RITE 2 BRI L 519,680,00088 - IERERAZ A
LARRITRMDA1.87% - RERDANRTERERE  E2ETEMEERTE
ZBBREAE G B E TR0 19,680,000/% - BAXEEOA0E T 2R - WHBHKE
146,989,000 7T °

HRFAWLEFLEABRE  gREBRERDEARRE -
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33. MRENEN (&)

(b)

818 ¢

ARTRZZEERFAA-ORBTHHE - BREETIRIESN - FHAEBH
RWERTHERBAR -

HHBEERE RREBTERETHRADAEY AEREER - THASR
RESRGENER  AREERRRESTARBRZM G REARAIR
EERBAL -

BENHS TEEREZ IRTEEBREABBEMNSBHERTRG
10% - IRTFTEEEEBEABRAZRN LRANEIA+ @[ BHTHES
1% o

BRECREEREERRAE HTEEAUTESE  (VF27RHERSE
BMEREAH(NESYEIEMIMEIRERMINETE  (WVERRTARME
CEFHERESPNAAXS A XA EARERMAIFHUTE ¢ (i)
fe i miE -

RARERTEEREEHTERY  SCRERRERMEERRR -
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34. GAfs
FTHM
RRFLERARAA
SE Y|

WNE WBER SEEN BuEH 1]
RxdM BARE Nagd (#) (B (B an BRY4E
M A¥TR BETR A%TL AT A%TR BETR AETn BRTR
R-F¥RE-A-17 268,668 115551 16201 (16,504) 5342 8776 1,265134 149,114
EFRHER - - 4960 - - - 4980 851

AgENEaRE - AREE
BRELRmELgE - - - (14147 - - (14147 919
AEBATAT - - - - 465 (465) - -
sRTIERERE - - - - - - - [49,887)
HEBERBUER - - (17) - - 17 - 17
FRZAH - - - - - 242809 242809 48,676
BRA 2 90,159 - - - - = 80,159 -
BREBORA 32 (18) - - - - - {18) -
“ETAERBREHETE 12 - - - - - (265) (265) -
—¥FnFPHRE 12 - - - - - (30432) (30432) -
“ERIFHTRERE 12 - - - - = (114,382) (112,382) -
ZFERLERANIRSL 12 - - - - - [104,938) (104,938} -
R-FERFEt-E=1-E 358,809 115551 21,444 (32.751) 6407 869,720 1,338,880 149,690
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34.

grim (&)
r. 3 . |
ERELFRABEA
HE R
KE ®h#R 2EGA AxAH ol
RsEM RAEE R{EER (i) {Bii) (Bii) af BNAR
My  BE®In BABTR B8TR BYTR BBTn RETR B¥TR AHTR
R-22AE-5-8 358,809 115,551 21144 (32751) 6407 860,720 1338880 149,690
BB - HEASH
REELAFRNERBE - - - 2674 - - 2874 4,220
BREARFAEN - - - - 413 (413) - -
NFLERERS - - - - - - - (51.424)
PEREIARS - - - - - - - 670
HERRRZERQH - - (90) - 90 - -
ERFAR - - - - - M58 1582 42076
BfIRE 2 15,145 - - - - - 15145 -
BEZORA 32 (16) - - - - - {16)
—RFRERERAHEFRE 12 - - - - - (1083  {1.063) -
ZREAERHRE 12 - - - - - (33,756) (33.756)
ZREAERIRERE 12 - - - - - {(129115) (129,115)
ZERAFHAANRE 12 - - - - - (105.486) (105.486) -
R-BRAEF-A=+-H 373938 115551 21,054 (6,007) 6820 871,550 1382915 145232

BE ) SNELBRZECHARRLGHMNIBAR R ZEL R 28,191,008 (ZF%Fh
4 EXA1538600087T) c WEFAEARRZARBTEIR  MERHBLD
EnRFREZ BT -

iy BEEAPRATHOACRNZERES  RhEALOAREHASZSHMRATEE
T okMERES -
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34. kR (&)
F0F

REEM WARB JHEEN &y
B BETI AB¥Ta BT #¥Tr
R-_EFEREF-H—A8 268,668 377,567 516,889 1,163,124
BFITRA 90,159 - = 90,159
BRAEETER (18) - - (18)
F A3 R 11 — - 15,723 15,723
“ZEEZMERAREFIETR 12 - - (265) (265)
“EEAFPHER 12 - ~ (30,432)  (30,432)
“ERREREREE 12 - - (114,382) (114,382
“ERRFERESARE 12 - —  (104,938) (104,938)

R-BEAFE+-_A=+—8
F_BER F—H—H 358,809 377,567 282,595 1,018,971
BITRAK 15,145 - - 15,145
RAZTER (16) - — {16)
FRFEE 11 — - 25,483 25,483
“EERFREWEHRAR 12 - - (1,063) {1,063)
ZEREAFRERE 12 - - (33,756)  (33,756)
_EERFRERHRE 12 - - (129,115) (129,115)
“EERFRIEERNRS 12 - —  (105,486) (105,486)
RZBEANE+TZA=+—H 373,938 377,567 38,658 790,163

FRAZBABBHEBARETRFCETRAFTHELRBERRARR AN FHET
SHEASAUBHBATNZRARRFTGERAAZESR -

ARRcBABBRFERERRERFAURBMBARICETRAMBIZRAZEER
RADREBEARKBENERARZAEFEETMIER - REEREL TR 108118
B2])  ZEBABRBRETERATISRTFSRE -
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35. M AH
R-BESNEMALR - AEEAMMADTHFHEHA T Goldpromise Limited & H M B 2
7] ([ Goldpromise M |) 100% %1% - EEAEWUTE AN HETFREEARITE

MG o BTN A ISR FE40(b) - HBER & HEH42,263,0008T ' KR=F
ENERAZ+THEEXf

R UzR% B - Goldpromise £ MMM EERABATEERRAEIRMT -

15z R EF N 22
LERE AR T (B
B 5 BT T BT T
M- BERR 14 8,720 8,720
EERBEE 31 703 703
B RBITHER 14,166 14,166
ES - 12,248 12,248
A - B I H A FE R X 7.610 7.610
a) 4 = 7 5 194 194
FE 11 BR K (274) (274)
HinfEREERMESNER (3,147) (3,147)
R RE R (36,569) (36,569)
3,651 3,651

s m R 17 38,612

REEE 42,263
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35. BEH (&

36.

BERMEAFT R RACSTHERBFEIMOT ¢

BT L
HeRE (42,263)
AR E (36,569)
BACHSRRTER 14,166
WEEMBAR 2R RBESSHEALFHE (64,666)

BU % - GoldpromiseEBH AEBAR T T F+-_A=+t—-BH I 74%%¥8%
&4 K BB D Bl 564,693,000/ 5T 5,022,000 5T ©

MRS SR ENEE - AREEZFHEYWANRAF RN 5 /524,433,384,000/ T &
313,851,000 7T -

StEeNBRRME
EXFREXH

FAXKETINYE EBERRXFRERESYH  E4ORRBE2BERKEA
901,000 T (—EZ R : 596,000F7C) -
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37.

38.

BKEAR
REHBRE  RBEVKBRRABBIAFTREOT :
e 3 3. X247

“EBAE —TRLF ZBBRE —_FTTHE
ARFRT A¥Tr #BRFR EETR

AMBRARZRITRER
EHER - — 841,660 1,079,860

Bt B =12 68 A A R ER 1T
MEW - - 9,738 27,062

EEEHIB R
(a) EBHHHEA

AEBAEEHAAOFALHEIREDR (RMBRRNES) AEFHA-Z
ZF o HOBR - RERABEARERRES -

RIEEXRF+-AZ+—B  ARORBETIHBEKLBHN S RELAE

ZBREBOFFRNT
EHRM
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BT T T
—FA 2,772 119
E_FERAT (BEERMF) 7,252 —~

10,024 119
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38. ERENHIN &)

(b) #E&HEBEA
AEBUELBROEARBETHRIE SEEBHLARADE -HAOZETES
BHZFEENRE -
MR-EBZ2RF+-_A=+-8 - KEBERBETIHELHEOMERRREFZ
RERGOAZDT
r 3%
Z®E8XRE TEETHE
BRTT T T
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*HEN
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(a)

(b)

BREFFRBSEBARERSI A2 EBTRAFAEMEAIRUTER
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—ZERE —EFTHE
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7 o

(i) MIBUERZHARARBEQSIZEAONENEETE -
(i) BEEBUABKAMERSTE -

(iv) BEDRBREAEBLETTIERT BB REIFET -

B A T HM R 5

ER o AEBEADGEEREANB LT Goldpromise B - E AT EKIEEE
REREE i - ETf842,263,00087T - X SH BN EYBHREMZTI5-
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40.
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MEALXZH (&)
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(d)

BEE A THERERE

(i)
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FEEZLERAENMHES

- Jyreg 3 _EETREF
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BELEBABRHES 35,764 37,909

EEMECSHIRAMBRRMIEA -
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EAER  £$ENBALELLMBEIANER  BURSREEREHRE - ARH
BUMBERITETAOSHEE  RUBRRME24A -

FEEMNBKTIAEA 2T EARCERSREMNERAR - MNERK - EERRIKE
BReEHRER BEFRERITERSTANERETEHECR °

BaRkdERm
AEEMFERABRTIEEROEERFINEHARHEN -

EENEBERELITA  BTRALEREHERFRENTE - FHERBZY
MEEHEEMEHA -

5t X R P2

AEEEMTONMNERREERRETHNERS - ARENZHEEARLENEE
BREANGEEEUINERETHERES -

AEBOMEEEREET  ARE SAEWITRAT BTR2RELBER BAUXE
E@MTLR TRTEANERZ SN, - LEABRENEERED - FEEOHEWAD
18% (=TT HF : 20%) BRATKUA - ARKEBORXFRAEDH2%(ZFFRE
24%) LASETCHTT - AR E B BEIMNEL R ZMNERK -
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41.

MERREZAMRBE (F)
{E KRB

ARBERRIREAIENE=-FRS - AEBORFEETARETLETEERER
oz BRREFEERTHESE MAEHOEBEBRLTEE -

ERNEGUBEE BRRESEBTEAS) NEHRARARAHANENEE - &AM
BRERATANKRE G -

HRAEEHEERTRERTENE=ZEX S  WEFSRERRNESR -
BHAEHRE
ARENBFEETRABRTERNREHEREHERNEEMRELHENTE - £8
MBERZENEHREENHERAREENHBREFRARTRL - WBHELE
AT -

LFME

REIFERETZAZ+ B AFEEANMBEAERABZROAENSREATER -
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42. TEMBLFER

LT AEERAHALEEEENIEHERERFIERTEETBZRH  MBRF]
BEEIANNACHBLARGSHEBEARR -

FTERBLRIZHFBET :
BRKUR ERiT#
ge/ /&1 AR/ EH r 3 1.
LEIER i} ' BREEE BEREESH TERE
—BPAE —BERE
Glorious Sun Enterprises EBERS/ 200% 7T 100 100 R
(BVI) Limited® Eb
Jeanswest (BVI) Limited RBRELS/ E3 100 100 REER
5
Jeanswest International ERBT/ (EJp 100 100 REER
(L) Limited B
Glorious Sun Licensing BRAR/ E3p 100 100 BEBE
(L) Limited it
Jeanswest Investments BN 1200220287 100 100 REBR
{Australia) Pty. Ltd.
Jeanswest Wholesale iy | 2R 100 100 BHEUK
Ply. Lid.
Jeanswest Corporation BEM  11,000,000E7T 100 100 ERM
Pty. Ltd. LER TEER

1,000,0002
(Al {7
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42. TEHRBATIEW (F

ERELE ERfTH
B/ %3 &R/ BER r3 4
LTER .1 BREE@ BEREEAH TERE
I8P F _E2TRHE
Renher Pty. Ltd. | 2,2008 7T 100 100 7fEaMRE
el EEBERIE
Goldpromise Limited ZBRZB/ 2% 100 - HERR
5 @R
Jeanswest Corporation AR 1,191,264 100 - EHER
(New Zealand) Limited HREMT SEER
iR
REHER (B ARAH 8/ 10,000,000/ 100 100 EPRAD
R A T TEFER
ARREERDE %/ 10,000,000 1 100 100 ZEPEAW
TR BER EEFR
Glorious Sun Industries RBERZE/ E 100 100 REER
(BVI) Limited B
BEHXE(ER)ERLAR & 2,600,000 T 100 100 BEAK

Bam
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42, T EMRBLATINDN (B)

BRATK BRfTH
BR/#3 AR/ B r.$ 1.
NGEL ] '3 REmE BiiR2ESH TERE
—E2RE -FENF
HEEEARAE B 200,000 7T 100 100 REHRERE
i iR
AERRES(FE) BB 6,000,000/ 7T 100 100 ETEREE
BELH LiEkR B
HREXERLA &% 600,000/ T 100 100 #EOMKK
EER
BHEERRDA 53 2ER 100 100 RELEER
EEE E
AR ERE(EM) BE A 8,128,000% T 100 100 BEM K
o1 NG Bt
6,128,000%
MR R (M) PEN M 7,000,0003% 7T 100 100 4ERER
BB LA s
BEGEFRAE &% 10,000,000 T 100 100 EORDH
@R FER
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ERBUR ERTH
BR/%3 AR/ BB r ¥ 4.
ATER -] ] BRAEA Biii8RalL TERE
—22AF _TRIEF

Sparrow Apparels Limited? L@ 10,000,000 -k 70 70 BEME
L@

HEIRERAT ik 10,0004 7 100 100 RETK
Lk

AEES (BN ER A B AR 500,000% 1T 100 100 BB
LEk

Chapman International Macao P 100,0008) % 50.4 50.4 BREUK
Commercial Offshore Limited ih

BiEREFRLH B 1,460,000/ 7T 50.4 504 BHEBER

LRk REEERR

Recent Garments and Knitting Eyb 100,000 £ 35.3% 35.3 HEKR
Industries Ltd* TRk

Shamoli Garments Limited? HME 10,000,000 & 36.3# 353 BUEMK

TRk
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BRKI® cRfT#
BiR/ /93 ) 91 TEM
NET ] '3 REEHE BHhEE2EINL TERR
—B2AE -BFTIE
P.T. Crownfund Garment MEREDR 1,000,000% 7T 47.9% 479 HENK
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this document, you should consult a stockbroker or other
registered dealer in securities, a bank manager, solicitor, professional accountant or other professional
adviser.

If you have sold all your shares in Glorious Sun Enterprises Limited, you should at once hand this
document to the purchaser or to the bank, stockbroker or other agent through whom the sale was effected
for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this document,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
document.

GLORIOUS SUN ENTERPRISES LIMITED

{Incorporated in Bermuda with limited liability)
(Stock Code: 393)

Directors: Principal Place of Business:
Dr. Charles Yeung, SBS, JP {Chairman) Glorious Sun Group Building
Mr. Yeung Chun Fan (Vice-chairman) 97 How Ming Street

Mr. Yeung Chun Ho Kwun Tong

Mr. Pau Sze Kee, Jackson Kowloon

Mr. Hui Chung Shing, Herman, JP Hong Kong

Ms. Cheung Wai Yee

Mr. Chan Wing Kan, Archie

Mr. Teo Heng Kee, Peter
* Mr. Wong Man Kong, Peter, BBS, JP
* Mr. Lau Hon Chuen, Ambrose, GBS, JP
* Mr. Chung Shui Ming, Timpson, GBS, JP
* Dr. Lam Lee G.

* Independent non-executive Director

*  Non-executive Director
30 April 2007
To the shareholders of Glorious Sun Enterprises Limited

Dear Sir or Madam,

EXPLANATORY STATEMENT IN RELATION TO
THE REPURCHASE MANDATE (AS HEREINAFTER DEFINED)

This is an explanatory statemeat given to all the shareholders of Glorious Sun Enterprises Limited (the
“Company”) relating to an ordinary resolution to approve the general mandate to repurchase the Company’s
securities (the “Repurchase Mandate™) to be proposed at the annual general meeting of the Company to
be held on Friday, 22 June 2007.
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(A)

REPURCHASE MANDATE

(1)

(ii)

(iii)

Share Capital

As at 23 April 2007, being the latest practicable date (the “Latest Practicable Date™) prior to
the printing of this document, the issued share capital of the Company was 1,058,320,000
shares of HK$0.10 each, all of which are fully paid (the “Shares”). As at such date, there
were outstanding share options granted under the Company’s share option scheme entitling
holders thereof to subscribe for an aggregate of 15,724,000 Shares at subscription prices
ranging from HK$1.80 to HK$2.876 per Share (subject to adjustment).

Subject to the passing of the ordinary resolution approving the Repurchase Mandate and on
the basis that no further Shares are issued or repurchased prior to the annual general meeting,
the Company would be allowed under the Repurchase Mandate to repurchase a maximum of
105,882,000 Shares during the course of the period prior to the next annual general meeting.

Reasons for Repurchases

The Directors believe that it is in the best interests of the Company and its shareholders to
seek a general authority from shareholders to enable the Directors to repurchase Shares on
the market. Repurchases of Shares will only be made when the Directors believe that such a
repurchase will benefit the Company and its shareholders as a whole. Such repurchases
may, depending on market conditions and funding arrangements at the time, lead to an
enhancement of the value of the net assets and/or earnings and/or dividend per Share.

Funding of Repurchases

Repurchases must be funded out of funds which are legally available for the purpose in
accordance with the Company’s constitutive documents and Bermuda law, being capital
paid up on the purchased Shares or out of the funds of the Company otherwise available for
dividend or distribution or out of the proéeeds of a fresh issue of shares made for the
purpose. Any premium payable on a purchase over the par value of the shares to be purchased
must be provided for out of funds of the Company otherwise available for dividend or
distribution or out of the Company’s share premium account. It is envisaged that the funds
required for any repurchase would be derived from such sources.

The Directors do not propose to exercise the Repurchase Mandate to such an extent as
would, in the circumstances, have a material adverse effect on the working capital
requirements of the Company or the gearing levels which in the opinion of the Directors are
from time to time appropriate for the Company. No material adverse impact on the working
capital requirements or gearing levels of the Company (as compared with the position
disclosed in the audited financial statements for the year ended 31 December 2006 contained
in the Company’s 2006 annual report) is anticipated in the event that the Repurchase Mandate
is exercised in full.




(iv) Share Prices

During each of the twelve months preceding the Latest Practicable Date and the period from
1 April 2007 to the Latest Practicable Date, the highest and lowest prices at which the
Shares were traded on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
were as follows:

Shares
Highest Lowest
HK$ HKS
2006
April 4.275 3.900
May 4.000 3.100
June 3.775 3.350
July 3.800 3.550
August 4.000 3450
September 3.910 3.420
October 3.800 3.330
November 3.550 3.300
December 3.650 3.300
2007
January 4,160 3.340
February 4.340 3.490
March 3.780 3.310
1 April to the Latest Practicable Date 3.810 3.730

(v} General

None of the Directors or, to the best of their knowledge having made all reasonable enquires,
their associates, have any present intention 1o sell any Shares to the Company under the
Repurchase Mandate if it is approved by the shareholders.

The Directors have undertaken to the Stock Exchange that they will exercise the power of
the Company to make repurchases pursuant to the Repurchase Mandate in accordance with
the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules™),
the memorandum of association and bye-laws of the Company and the laws of Bermuda. So
far as the Directors are aware, the Company does not have any present intention io repurchase
Shares pursuant to the Repurchase Mandate.

If as a result of a repurchase of shares a shareholder’s proportionate interest in the voting
rights of the Company increases, such increase will be treated as an acquisition for the
purposes of the Hong Kong Code on Takeovers and Mergers (the “Takeover Code™). As a
result, a shareholder or a group of shareholders acting in concert depending on the level of
increase of shareholders’ interest, could obtain or consolidate control of the Company and
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(B)

become obliged to make a mandatory offer in accordance with Rules 26 and 32 of the
Takeover Code. The Directors are not aware of any shareholder or a group of shareholders
acting in concert, who may become obliged to make a mandatory offer in accordance with
Rules 26 and 32 of the Takeover Code as a result of the Directors exercising the power 1o
repurchase Shares pursuant to the Repurchase Mandate.

As at the Latest Practicable Date, Glorious Sun Holdings (BVI) Limited (“GSH"), Advancetex
Holdings (BVI) Limited (“AH”) and G. S. Strategic Investment Limited (“GSSI”) together
held the beneficial interest in 534,268,000 Shares representing 50.46 per cent. of the issued
capital of the Company. GSH, AH and GSSI are wholly-owned by Dr. Charles Yeung, SBS,
JP and Mr. Yeung Chun Fan, both are the Directors. On the basis that no further Shares are
to be issued, a full exercise of the Repurchase Mandate by the Directors would result in
GSH, AH and GSSI together holding approximately 56.07 per cent. of the issued capital of
the Company. Accordingly, the Directors are not aware of any consequences which would
arise under the Takeover Code as a consequence of any repurchases made pursuant to the
Repurchase Mandate.

No connected persons (as defined in the Listing Rules) of the Company have notified the
Company that they have a present intention to sell Shares to the Company, or have undertaken
not to do so, in the event that the Company is authorised to make repurchases of Shares.

There have been no repurchases of any Shares of the Company made in the six months
preceding the Latest Practicable Date (whether on the Stock Exchange or otherwise).

RECOMMENDATION

The Directors consider that the approval of Repurchase Mandate is in the best interests of the
Company and its shareholders. Accordingly, the Directors recommend that all shareholders should
vote in favour of the ordinary resolution relating to the Repurchase Mandate to be proposed at the
annual general meeting of the Company.

Yours faithfully,
Dr. Charles Yeung, SBS, JP
Chairman
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GLORIOUS SUN ENTERPRISES LIMITED

(Incorporated in Bermuda with limited liabiliry)
{Stock Code: 393)

Form of proxy for use at the Annual General Meeting to be
held on Friday, 22 June 2007 at 2:00 p.m.

No. of shares to which this
form of proxy relates ' )

being the shareholder(s)

of Glorious Sun Enterprises Limited (the “Company”), hereby appoint™ ¥ the Chairman of the Meeting or failing

him

of

as my/our proxy to attend and vote for mefus and on my/our behalf at the Annual General Meeting of the Company to be
held at Beijing Suite 1, 3/F., Prince Hotel, Harbour City, 23 Canton Road, Tsimshatsui, Kowloon, Hong Kong on Friday, 22
June 2007 at 2:00 p.m. and at any adjournment thereof on the undermentioned resolutions as indicated " #:-

FOR (note 4} AGAINST frote 4)

AS ORDINARY RESOLUTIONS

To receive and adopt the Financial Statements and the Reports of
the Directors and Auditors for the year ended 31 December 2006,

To declare the final dividend for the year ended 31 December 2006.

|

To declare the special dividend for the year ended 31 December 2006,

>

(a) (i) To elect Ms. Cheung Wai Yee as a Director.

(i1} To elect Mr. Lau Hon Chuen, Ambrose as a Director.

{iii) To elect Mr. Chung Shui Ming, Timpson as a Director.

{iv) To elect Mr. Lam Lee G. as a Director.

(b} To authorize the Board of Directors to fix the Directors'
remuneration,

To appoint Auditors and to authorise the Board of Directors to fix
their remuneration.

(2) To grant an unconditional mandate to the Directors to allot
shares.

(b)Y To grant an unconditional mandate to the Directors to purchase
the Company's own shares.

(c) To extend the share issue mandate granted Lo the Directors.

Dated

Signaturef® )

Nares ;
1.

this day of 2007.

Please insert the number of shares registered in your name(s) to which this form of proxy relates. If no number is inserted. this form of
proxy will be deemed to relate 1o all the shares of the Company registered in your name(s).

Please insert full name(s) and address{es) in BLOCK CAPITALS.

If any proxy other than the Chairman is preferred. delete the words “the Chairman of the Meeting” and insert the name and address of
proxy desired in the space provided. Any alteration made to this form of proxy must be initialled by the person who signs it.

Please indicate with a “#" in the appropriate space beside each resolution how you wish the proxy to vote on your behalf. If this form is
returned duly signed, but without any indication, the proxy may vote for or against the resolution or may sbstain at his discretion.

This form of proxy must be signed by yov or your autorney duly authorised in writing or, in the case of a corporation, must be cither under
its common seal or under the hand of an officer or attorney duly authorised.

In the case of joint holders, the vote of the senior who tenders a vote, whether in person or by proxy will be accepted to the exclusion of the
votes of the other joint holders. For this purpose, seniority is determined by the order in which the names stand in the Register of Members
in respect of the joint holding.

To be valid, this form of proxy, together with any power of attorney or other autharity (if any) under which it is signed or a notarially
centified copy of such power or authority, must be deposited at the Principal Place of Business of the Company at Glorious Sun Group
Building, 97 How Ming Street, Kwun Tong, Kowloon, Hong Kong not less than 48 hours before the time appointed for the Meeting or any
adjournment thereof.

The proxy need not be a shareholder of the Company but must attend the Meeting in person (o represent you.
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B30 NOTICES

Monday, Aprd 30, 2007 The Standard

NOTICE 1S WEREBY GIVEN thai the ansusl geaeral meeting of Glosious Sun
Enserprises Limiled (the *Company™) will bc bedd B0 Beiping Sune |, JE, Prince
Hotel, Harbour City, 23 Canon ‘and Trimshatsui. Kowloon, Hong Xeng an
Friday, 22 June 2007 a1 2.00 p.m. for the following purposes:
(1) Ta receive and conaider the financial slatemenis and the reporia of the
directors und avdutors for the yeur ended 31 December 2006
(2)  To declare the final divideat for the year endee 3t December 2006,
{3} To declare the speaaal dividend for the year ended 31 December 2006,
(4)  To elece direciors and to awihovise Ihe boscd of direstors 1o fia the
munesation of directons.
(3)  To appoim autitcrs and to suthorise the board of direciors lo fix their
remunerslion
(8)  As special business, to consider and, if thought [it. pans the following
as Ocdinary I
ORDINARY RESOLUTIONS

Ay "THAT:

th wm:u o sub-pasageaph (1IE) of this resolulion, the exercive

by the director: he Com ny duning 1he Relgvanc Perod

{as hereinaftes defined) of all Lhe powers af the Company 10

allel, issae awd deal with ndm oxal shaces in 1he capiial of

1he Company asd lo make or grast offera. agreemenrs and
opLgns which might require Lbe cxerise of such powery be
and is bereby gemcrally and uncondinomally spprovd;

(1) the appraval in sub-pssagraph (1) of this resolution shall
avihorise 1he directors of the Company duning the Relevanl
Feriod to make or granl alfers. agreements and oplivns whithk
might sequire the extrcise af such powers after (he end of 1he
Relevani Period:

(1) the aggregale nominal amount of share capital atloied or
agreed conditionally or unconditionally to be allotted (whether
puruant (6 58 oplion oF otkerwisc) and issued by 1he direclors
of the Company pursusat to the approval is sub-parageaph {1}
of thiy repolinon, pherwise than persuant to (ah & Rights tssne
ias hereanafica defimed) or wpon the evercise of rights of

convcrsion or swbscripiion under any secusilies which ade
romvertible inte shares of the Campany of (b} the thare oplion
scheme or similsr srrangement of 1he Company for the time
being sdopled for tht grant ¢r iusuc 10 officers andfor
employees of the Com, andfor any of ils subsidianes of
shares or fights 10 acquire shares of the Company or {c} any
scrip dividend ar timi arrangement providing for the
allatment of shares in Yieu of he whole or pan of & dividend

oo shares of the Company in accosdance with the Bye-laws

of the Company, shall not exceed \he apgregace of; (&a) 20

per cest. of the apgregaic nomunal amouni of b isiwed share
ital of the Company oa the date of this resolution xad (hb)
rlne drrectors of 1he Company are 19 suihpeised by s
np-m: ordinaty reselution of the sharchotders of ibhe

Company) the nominal amoust of share capstat of ihe Company

purchased by the Company subsequent 16 the passing of this

resclution (up 1o a macimum equivalent 1 1 per cenl. of the
aggregate nominal amouni of the share capital of the Company

W 1asue mn Vi Jate of pussing this resologen) and the awd

uppraval shall be limited accordingly; and

(1Y) Tor the purpose of thiy resolotion:
~Relevanl Period™ means Lhe period from m phsaing of 1ba
eesoluiion unch whickever iz G.K carliess of:

(a}  the comclution af the wex1 anmual genceal meeling of
. the Compary;

ibk  the expiration of 1he period within which 1he aext ansual

genersl meeting of the Company is requised by 1he Bye-
Taws of the Company or any applicable luw to be held;
and

tc}  the revoration or varintion af the sutherity set out in

this resolution by am ardinary tesolution ol 1he
shareholders of the Company in genera) meeting.

"R g3 lsaue™ meani an offer of shares open Jor a penod fined
¢ dureciors of the Company 1o bolders of sharcs on the
. u:nsl:r on a lixed record date im proporiion 1o their Lthen

holdings of such ahares {subject vo sech exnclution of orher
arrangemenis as ihe directors of the Cnmpny may deem

necessary of in relation 10 o
having reprd to sy nurmuuu or obligations undﬂ the laws
of, or the of, an. body o
amy sioch exchange in #ny lrrrl!ury ouiside Dfon. Keang).
(B)  “THAT:
1) subject 10 sub-paragreph (11} of this luti the exercise

by the directors of Ibe Company dur the Relevanl Period

las heseinadler aclmzd) of al) pow
rehase shases ia Ibe [bdued share tal of the Company
and is heretry geaeraliy end uncosditionally approved;

T11]  the aggregas naminsl amoum Of share capiual of v Company
¥

which 1he Com)

spproval in

exceed 10

capira? of &: Company in issee on the dai of this resolution

and the said approval shall be timited accordingly; and

{1} Tor the purpoae of this resoluuon:

“Relevinl Period” means Ihe penod fram the paating of this

resolulion unti) whichever is the earticn of:

{a)  the comclusiom of the nexi annuat general meeting of
e Comp)

(k)  the capination of e period within which the ac1Li anoual
gencral mesting of the Company 13 rt?md by the Bye-
I::,s af the Company or sny applicable taw 1o be beld;

(c)  the revoculion or variation of the autharity 1zt oul is
this resglulios by an ordinary reselution of the
shaschalders of the Company in general meel

IC) "THAT 1he direciory of the Company be aod ar¢ hereby suthorised

of the resolulion set out ma resolution (6)(A} in Ihe nolice of the
m«llng of which ibis resolurion forms & pan in respect of the thare
capital of the Company refecred to in sub-paragraph (bb} of puagraph
tl[l) of seh resclution.™
(T} Ta transaci amy other ordinary busiscss of the Company.
By Order of the Borrd
ME! San Kt;n.,, 1aae
empany Secreiary
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B34 NOTICES s, Kol 1, 27 The St
(Page 1)
s, A
{tacorporared in Bermuda with limited liability)
{Siock Code: 393)
r
Announcement of Results
For the year ended 31 December 2006
FINAL RESULTS NOTES
The Disectors of Glorious Sus Emecprises Limited (ibe “Company™) ate plexsed 1o apmovace 1he
consoliated resulls of the Company and ils subsidiasics ithe ~Group™ { for Ihe year ended 31 December 11 "'"'P" cr wuncinl Reporion
2006 Logether with the comparative figoses 51 follows. H $ i i ool lmummmri',
. e issued by the )Iml Koag | ute of Cmnh:d Pu lie_Accouniaats (“HKICPA"), sccountiag principles
CONSULIDATED INCOME STATEMENT Fun]!y’u“plfd ' Hosk Kong and the dhaclorure requirvmeas of the Hug Kong Compaai Jdmlnu
or she year ends ecember 2008 ey hive been wader the hi except for . censin
Nores "“'-:ggz m,”_% bulldings, d ncial IASUUMERIE And £quity investments, which bave been meatared at Tait valee,
e.
3910 3402398 Thete firaacial warements have beew reviewed by 1he Andu Commutcee of the Company.
REVENUE () 4 59 L BOT.,.
Cost of sales ! (2,573,041} (2.176.579) The arcountiag policier ssd basis of yu arslios wied the prepareirom of the Naancisl sriemesns are
—_— —— Ihe famsg as those adopred in pre;llrllf sudited financial staicoments {or the year gaded 3 December
GROSS PROFIT LT 1,625 819 005 cacept o1 the mew adeplion of HKFRS: and HKASs a5 disclosed 18 weie T Walow.
. Ownes income and gainx 218,747 132032 425 1mpact of New and Rerhied Hemg Kong Floantisl Reperting Stand
M Sciling and dutribution costs 11,039, 350) i150,155) The Grauwp bas sdapied (he following mew and revised HKFRSy for e (ir rime fo current year's
Administialive gLpearcs 1524,098) {475,901} financial sintement.. Except for o ceripm Gates, fiving Nsé 10 mew evised sccon policies and
Other expenrer 190,855) (66,544} additional disclosurts, the wdoption of these mew wnd reviscd simndards and inlecgret & has had no
Finandt oM (17,837} 9.481) material effect om these finamcia} cimtements
Shere of prafils and losses of:
h . HEKAS 2t A Net io &
Jaincly-coniralied entilies 288 ol HKAS 17 Ameadment Consolidaied und Separate Finaacial Stxiemeats:
ABoCiates 18,662 44,629 P oF the 1Aame sdmesi)
Ord 003
PROFIT BEFORE TAX 15 391,204 319,931 HKAS 15 & HKFRS 4 Fissten) Quanstes Contracts
Tax (&) 117,556} AT9, 440 Amesdmeal
_— HKAS 19 Amesdmen Cath Flow Hedge Accountiag of Ferecasl Imtrepesnp Tiuniacuper
. - HKAS 39 Amendment The F Ophi
PROFIT FOR THE YEAR % ,__——j"‘".'l_"'iz HK(IFRIC}Im 4 Derrzmiming Artangemedt oo n Lense
Altrbuiable o The principsl changer in wccusmimg policies foltewa:
Equity heldens of the Company nye b0 fah HEAS 31 The Eftecis af Changes in Foreign Exch Rates
al reign Exchange
Migotity interedts _ AneTé dR4T an the adopliow of the HKAS 21 Ameadmeal regarding & et INvEHOmERt |s & foreign operation,
l] exchange dilferences mrivng from n monetary uem 1bat forms parl of the Group's el invermem
315653 291,483 in u foreigs operation sre srcegnised in w bepatale component of cquury in the comahdaied financial
_ = statements irsespective of the currency in which the moneiary item s denomisaled. This change has
DIVIDENDS 7} 169,420 250,017 had w0 raigns, Jnpect on Ihese Nimancial stalemenis w51 3 December 2006 or 35 [hesember
(B} HKAS 39 and
TRARSFER TO NON-DISTRIBUTABLE RESERVES A3 (1] iy A-m-d-nn Jor Jinaariat ;nn-:n ] )
—— 15 wmendment hat revited scope of HKAS 39 10 require fi aramice comirails
- ..ued that a1e BOI comiiGer anunn comirscis, to be recopwesed i mlly L] value wnd
HE cents HE tems to be remearured al the higher wf ihe amownt derermined w4 #Cc KAS 17
EARNINGS PER SHARE ATTRIBUTADLE TO Praoviriand, Conninpral Liabilizses and Consinpens Auru nd the @ mu -
ORDINARY EQUITY HOLDERS OF THE COMPANY :a.pm. of thit amesdment has had no materil anpln ou hene Nnaseial gratements.
Basic - For profil for the year (£} 35,79 2180
R m——— () Amemdment Jor 1he fole value wption
Diluted ~ For profi for the year (b ser This amend: s hai changed the nmm of u financinl
CONSOLIDATED BALANCE SHEET
Ar 31 December 2004
2004 2003
Nees nxcioos K000 Mighiy provavie
NON-CURRENT ASSETS Mo nedpe, provided that
Property, plant swd cquipment 737,086 612,163
Investmeni properlics 21,433 2.500
Prepaid land leasst payments 17.510 17.209
oodwill " k612 -
Inlerests in jainty-contrelicd emlivicy 21 4b) (e} HK(IFRIC)-lut 4 Determiniag wheider an Arcsagemend cantsimy z Ledse
later in ...uJu 213,813 The Growp has sdopted thes interpreintios we of 1 Janusey 2008, whick provide) gpuidance in
Deferred 1an nssefs 14,325 gzlcrm;mad-Mlhudar;ln;;m-ml contain s leann l: which Jeate sccounnn rmunubc spplied. The
roup has delermined based om i INICIPrerstoR thal Cerliin ersngements of the Grovp comiaised
leases and sccardiagly, the Group has ::.‘:.ea ihem 1n secarduace with HKAS 17 Lenten, However,
Todat el
olal non-currgut adsciz 192,071 the adoplios of thia imlerprecacion has had me macerial impact am thers fmanclal viniementa
CURRENT ASSETS (3 Impact -f iswad ot yel £IT [} cis! Reperilng Standards
Imventorien 1) 460,535 The Gro Ihe followisg HKFRS#H, thal bave ¥ees ivewcd Bod are oot
Trade and bills receivables 0y S4maTe 3330 yor elfecrive, ia Aneee fiaaacidl tlairmests.
Prepayments, depesiti and Other scecavables 267,2% 119,100
Dae Trom selsien companics 724 1072 HKAS | Awradmin Crpal D“"f,',:‘.'.w Disthon
Bauily invessmenss a6 fair value through prafit ar foss 138,266 39325 HKFRS 1 i pelonens
cdged deposits 11,754 11,984
L quivalents Lorion Laste HK(JFRIC)-Int 7 e “::-.E:’:zzmm ander HKAS 29 Finantial Reportiap
—_— —e=— HK(ZFRIC)- FRS 2
Talal cosrent asets 1 HE(LFRIC) 9 Reazsesymest of Embedded Derivatives
¢ — Lessa78 T19a6e HEdERIS) Inerlm Flusacial Bepacdag wad Lapuivocat
H - Group Tensney Shart TraRgactions
grl:E.RE:dT l’II.II[‘A l’l.l,-::ll::‘s an 52,205 A48 HK(IFRIC) Snv-ct Concession Arcangrmesis
Other payabies and sccrusis . ik, I 811,635 Ths Gloup 3 In lM pzn:n af mal ; am aszesement of Ut impact et litll wtw nd revieed HRFRS3
Tnteredi-bearing k and oiber borrowings 220,600 23 ¥ 4 far, it sdop! L KKAS } Amemdment
Taz payshie 188,458 . " these mew nn revised HKFRSs wre walikely
—_— —_— w have & i psct om Lke peratiens and fiasncisl pariiien.
Toual currest 1,833,411 130324 () Segment information
(2} Busleess segments N
NET CURRENT ASSETS [ILRE 936,572 _— Year ..?. n nm-nronu
_— «t, aport Ther
TOTAL ASSETS LESS CURRENT LIABILITIES 1478574 1,828,843 g Fsoes Taitee it
NON-CURRENT LIABILITIES . Segment reveoue:
[nlesesi-bearing baok sad other borrawings T &4 ales 1o exiernnl customers i 1,154,134 124,457 4,397,338
Long term from minority shaceholders 2,408 9,400 Other incoms und gaim 20,993 14372
Defereed tsn Sisbillties 249 411
—_— Total revenne 2944594 1,230,437 T a4 358 457060
- Total aga-current liabi 19340 15.813 e T
e ——— Segmeat ceanbis (NF) 21,557 ‘1!l44 12m 8,10
Nzt assels 1,068, 134 1212828 -
—_—= = Inicresr incoms sad
unallocstsd sevenus 134,478
EQUITY located n’c ™ 4,520
Equity mtiriboiable to ordinary equlty holders . (LB
of the Company a 1 resulis of:
[isued cephial 104 538 oalrelled entitics - 31 ({1} 2]
Reserves LH 15 1,134,880 Arrocinted - 13,647 - 15,403
Propoacd dividends (1 134.60) 118,320
—_— —m— . Profit before 1an 381,244
1,723,401 1,663.138 T - L
Minerliy Interests 145,202 149,690 Fiofit far the pear
Tota cquity L HB1 The sy et S [ prraas saais e Sroey's previsios (o ouss o ity

il -ww;-k,‘” e




monmasys simamalvenyy aq Kifw N[ B l!,]nual fim EONRIMO FRIETENG WIAK
J0 “pur[az mIN W sonuaado 1S3MEATI) AI)WF A painbix pry deeipy wq ‘polidg syl Tuiea
qayrve grftap & oy wmondposyl 9| frvm agosd o) juawsscidu) giim 13|98 B Hlans
nimE T 01 p3 pessdo SIQ1 TeNaa w o ny RuSdsas 1IeW AqEIAOAR] wrip o1 pafaivw
tu¥{sap Lpua1l 3yl pus pool sum 153 (LN LTGTCERTE L UET
131 Fuiiwarpun ‘amiaasdde o1 pannianoed re[[op URIIIAY T W Eadal AIAUeY S U0
‘uesd gg e [adap tamo) Ayl o1 paddosp aied Juawiopduain ajrya KDAUCII [R1IAL 8 Pa
prg 1330d APOWWOY ) AIH CPATIW 2iam wI(RIMAY U] 00ILPHOI MWISOOIZ “poOUa] 3]
o PUNTIZ w3y PEE Y

‘yaseey a1
Wiy teois(acid (ejzase) sedosdds sprn otr pag doarg egy -adewwraliad g llNdl:ll
mornow {mipawial ARl 0) FyRviy 1150 I P v 51y dnoup a1 ‘aswrmojisd
1B 341 JO aapa W] Caragl wenipmas beylvia Joed gy dq paraagpe Lasniedaa
54 0S8 pey evmin) of sosnesxdo 83150 ‘1ars0] fonwiado saavey w lils}nm NEITT i)
asw3ad0| pides pajran) Py $O0T [1 o 1 Kq pafelos sar o1d oorrurdrs
Pides A “HISEARUAAIN SO Ot PIPaa0) Kaaq STy pEr|Uiiy #1 U1 IEE DAY ATOIY,
aq1 sapun pawisdo A|naido erruanae szaming YL w09 99y wow fa Al sartissduy
papi10331 13(ws pur ruoiiesade S A Aq paidn3so 2Two0) [WIAr #Y Y10 ‘poriag i Feung
"o

3] 10} uo

-pAIOCQ JATUIN] WA AAeq PETIE( S WY L¥ay pun 13a[1syind) so) teanindooms amen
“saptanye fanaywe pee sonowcxd jo vapar ¢ g¥eongy ‘weawiy pee fwihog ‘vagrRagg o1
inqinegs pra Jwoy Bway wos) papondva ovje sey 3Frizaod el C10am2
JapER PAIRIAO 2UF 7 XYM O 'O [T @) KIOM §) 1,5007 01 PITIIINT ¥
1] Jo [quan gipm sead asotaaid 3qv up popd Ferpoodrand agi gits pATdW0d wage 00
orgl asom &g marl 13¢5 pool Uadg €Y WA§ EA0DIA[D SAA[(TAN{ jO )mamdojaaap Exaating

YN Cwopsoln) JaApEximf) gt

‘ROIg 0] fumel pOd 13112 DEZ VRl alom Noudaod
‘ymamafuniie pasigsuel) Japan parwade a1 ({9 S00F) L1{ SP[ym W ‘pur[divp] 2y W)
S5 N (291'1:5007) wLL'L Jo [moL d i 9007 a 10 1% Y

‘g 08l Jo pimord amii.uo
vk v Jenwanda '(goo‘nryu'uxu ZE00L) DOD'6L6'0SO'ESMH 01 90LRId0 1) WOy
ta1es 1 duorry an) da FUNabip HPEM ON[Y 3434 ITE0 purlq MIMINEI[ aqk Fwnomasd pov
SrayreT 8O MUK (TISINFRPY DUL N & amiuwdf Jo #3600 pENId #q1 pAiz0Oq 1aRMR)
gn 18243 ] wernadmos e3P e [TNIR) dpiang ® - dny MamiUEd] (BHUOE 3Q)

13F0Y 1 GSIPPY UE 'IPIMESLITE PIAIPEOIY H¥m QIMa *_wonpadro] nU3jE] Moy Jadng
WImENRI[, AOQ1 AL 341 150y pur aaapead 93 woumas Al 341D (AYRY qia de pawd
puy #noin ag: 'pociag #yy TOLNG CPURIBIVE] AY1 U2 Kawgs jayieu rafaw) oy patworm
1sanagrs[ ‘leamatraeyy sq1 &g paydope vapdaienis 1oapoad g1 o1 PMRQUNY Cwopwiada
180 01 suonwaduied SWOT PITANS PAY PUR PAIAadYs wemn 1nute Jawsve ® of )gfnoig pry
393 W] WOFI|pE0Y NaIEaA (YELICEQE A} ‘I[I{MERIN PHJUDAEL offe papiag ag)
aaald piwmdf] CqiEow inn
A Yis 2annxdme: azem Fejuoil ¥3aq sag 2190 Yy
A 13RIV [W13) 1IW[ND IRL CIIIMIENIL [0 ew
masde daaq 1ey £2015
Jrnsv
JMd WL I

$HOT U RIET9E
asquing tuoliesada ymial
EERY ‘RO Jo Qi
apio3al droipy 3 ‘002
JA0rD a1 a1 pappe aiam
g paietada a:’au £2z011

e ur
Fuuap ‘tasnadun {viw33 aqa Kj[uraadsz ‘sis03 Fones
130 31 O1 POPP!
“13A M0 PRIES

potaq ay) Fapen

71
LA

JueElf am 104 T (I3 Jo yiomIe
Ll £32011 a3y "fwamaluriiv pasigou
itﬂ; U

Yiwor? gaus P £5 1
pos ndisg e manpad o pa ‘pataag g3 Fsung
Fupimay

FASSANISNG 40 mAIATY

‘Kaanaadsa
WEXV1 PO ol 0 A4eannn ur Junpasuda ‘(000'608'TFIENH 00T} 000IRE 1LLINH 0 sHuncmy
s1apjogaeqr 2 oL aqmngHae 1Hjokd 198 3y pov (0O0'RGEZOR'LENH S007) 000'LE LS YENH
Jo ¥ajes papuodas dmdipy Y '9OQT 13QWadRGQ | papud ek | ©)j *q1 rod {00 06L'0C0 I §NH

‘trameTRd i $11 4 $dwp Gy Jo PALad 1P 3Tea3ar we smo[pn deoin I

[ZAETH LT
LL (1144 yivtw g a0
Pl ey wmow g - ¢
[Tk LE6'PYL uow ¥ uvy 513
000 EXH "o.L¥H
fo0t
g

Lemdj(#) 44 £1 AA[QEAIZI3 MPRN 3G fO
Wy Itak g1 18] MY 103G PowE[Eq syl 1T SYNOE 1NO) WEW] An 224 Hqearaan
000" FZCIBITAH (C00L) m‘%r'oauxﬂ 30 3quat33n sua PR {0009IE'{CTIAH 5067}

JO wanUIMEy J0) vepHAald [0 130 SIQEATIIN PO WDE[IN] EMQEA(232] HI1Q DY PV ML

q 3yl
' 00r' 6L TS AH

OO0 Z I ICENH 9w momEbow

IMspoal jo onome gy da{isnossd Jo poyiaw sseydind sy Fonn oy
Aymba 3q1 Jo wopninpsa sop parpdde 1w (000'COL'TFENH

803 1G] ¥ 10) ‘AUR[IIZ mIN
£q ferper Jo wawing aql w

o
SRAAI22FI BTN PEm PERY (41)

pmbe dnousy #1 'e0AT AYW LD YO
mspeen {s)
. "waivyt Lrmipia ol
Furgd LSRIPIa [RREI0d JAGE[IP I(T & WOILIIANDD I8 FI|JIPLF PPE3sp 4] BE WOJIRIIMEBAD 0¥ 1W
PANIT| W33Q BANY L PIUASSE 1EEI LINmipat (OGO 61 :toop 04sLL 10 alusaae paigliaa am
LR L] ey a3d vlmmaer yewq s W PR ov Cwdd M) duenep 3 uy sunge dawnipia

(00]'620°070° I 7500T} OOC'CNI'ESQ'| BAL 41 DOITW[MIWS $U1 K¢ pIIN E: 1pid 10 33quiny ¥FLiaat

pARFIAA UL (DOR'S0R TPZINM 1500L) O0O'LHS LLESXH JO Luidmo3 3g3 fo 3:3pay Ainbe Linmipio o

e(quIRgUUIY dvak sy 0y 1pjeid syl ea patwq £} Janowe arvys Jod slupaiza pAN|Ip o welanimb(Ry )

asegt dad tlupuasa pama

sk

»y1 Jwpap wcey me sazeny Kavwipso (pO0'SL0'0ZO'L :mnt‘l ogo’nl'no‘l 10 ssquen sTeiaa paNtiae
vdwme 5

41 PR (000°DN'TIIEAN (5007) 0OUZIIC ILTEAR 10 1 Jo sazpjey Kpaba L
apqeiagune w3k 3 107 Wyosd 3 w0 pataq v 1esomn errys 23l thejuiss il
aaegs 1ad itm)

LIDOST L1101
[r4% 314 1897
L1203 "rse
e SIU6TI snm Asmpse ¥ H 5007)
=22 yUTINH - (e L]
L6905 (35,4
(14 W't w3l tnotsasd S0 CPEIPIAID (EEY J¢ [WRIINRIAPNDY
rerod L arvy) dassipio 13d
(ws3 06 EXH 6002) HINE QI'{MH - wyHa|
000.FXH 200 3XH
s00z 04T
SPUIpAML (L)
PPOL TLL 23k aqL 10) whregs TNy (wISy
(Wl:'] pi-u.:!:g
l‘)lziélm amad sopd W ww (A3aQ )y 1398,
ez T e
weyy - 1maiin)
0005 ¥H 200X
007 "t
Jeaiay) 13adsa
“uopemFa) fwnmrs =e ping ‘E3iado dnoipy T FECLR ]
¥23q aam q n me TTNL wys Juuep Zeoy B L]
AR PIBWILSS 3G B0 (%§LL (S00Z] BEL] JO MM A% ¢ PIPlacId 833q 1Y £al sipoud Tuox Foy \
. LLEEN

1g00I) BO0SE '9ILE)||-| 10 w5¥3 130 paepydiuAd pey dAGIN 3G1 "GO $IQUEIIIC IL IF Sy F1aad]
Ayiprag 1k dmders £20102481 Qiie prior 1ea sotgsod jerwadly [jRerae 8dadip 3q poilag aqL Jog t'—___'_z‘nsl = h_—-'zz’c'n = — "
‘reak anotaand o 1rL'S) Bramnaan LiEbi jo eiodip 8o wing
pasrdmos ‘gl AUNIN jo wimoid § papUDII 15IWIRG SLI0dxa Ric moif Ea 1.deain 3y 4] BN l155°99) ampta 50y 1o vmammaas Linba i “‘:'."“':‘I‘."’;‘:"l‘m
[T [EL L] "t 3 3q) W dwi qigs Coedes uennpoad pambar 3yy o oL o ! ey ta Fuikjieab 100
pateanio dnasp 341 ‘omop Fuisopa qans 11SQLY AN 301 @ SATIAEWOD 983 MeT yaiym "HIOPM[ pur Crsmniy (visweRy] Saiiealis Ua el snlia 1) 12y
ELH! G4 31 U1 3I1ae; TULRISTIUSW A1 UMOP pRrEl PRy udwaNEuRE I ‘poLag ) fupng rEL LTl wawdinks pur juyd
“fuadosd Jo mwan jo o 2w ; [vredsip us f10
A820150q 3100 1,€0010 M (go; %267 wawdinka pow
LLIETICPVIET N TTTETIR TTIL PR} ap aInee £ daoig 34 0§ TFAIONE [RLINL O UGHENIpML UK 8 megd ‘Auadoad jo maan ;o jauLd@) Jo esizasy
gorga ‘paol mazq FHy W aq1 Jo saowsiropad A ‘donaradt (A CLRaw o1 saL'll ey HITIdSEE O] 1NBO] O] Marsladlg
Wwamatensy 4,150 A o) npod per 1R Qieq 1100q o) 1 adima 134 pey dR0IG ML ek - T rane pajonwes-iel o s o wamnvdw|
wmonad s e paredmod saga sarto] Topwiade Jatawdy pasapies 0 ‘pouag aq1 taunp sSmLe LIF nusalrd s 1 pindasd jo wocnzlazay
3 ap o wor pldes 3o HRfa ¥ Y (IS JO 2ewdopdd $E3uISRg aq) Rei 01 parimbar  SAR'CTI 13l awdiabs pue Jeeid “dumod jo wonvadag
216 fua)ya rayur) eq sasdt[aq mmsfewnly syl Kjqrownsos awndod 3oimord ©0aq ey pURITIEN L gy 0. 0N
M1 Ul EFA[TENIAD FO AWRD puniq 3jgm poyrad ayi Jolnp Gimosd PO mES SNg I0OLIGID aaapsng y. 4ty
' 213m d [LIT 1 palIganTs, w(danipaia) ¢ Fu(liagd 30 1 PRAILIN N 3] Moj3q ll[.ﬂ‘ld
thotss qfaciy) 1tEg IPPIN Y31 1 TaovIAde pasvanwas ospr dnoan Y1 ‘9007 J9 uu-nd 10 arejag Jeld (5)
YURe) ayl §] ‘uontiades € uawsTeuniy ayl qiim Jull ol 9329 FIY UCTISIABIE Y1 31N A3uNWI0)I3 —— e e e i e
USiim JO 'PUNIEIZ AN 132mVA] UG FHIIRNY Aatnba arpua sy pannbhon peq dnosp g ‘gopr WO siriar fa 0t e Wt rnl I s '":':.:.:::;*
uj ‘wifiem reid 11013 W 1oamaseidwy Ylle 1094 1001a3rd agl up pat1ad Juspuodsaiiss ay u
papiadzs 1eq wale pasedwas oaga £djes @) qQuadsd wA1EUA3 @1 Dah|asa ‘pauiayg amaf YL JO ppay - 200104 (1] LT (11 08.1TH
Jjam 13y g1 waopadine b paTemea patiag 31 JO jEq PEGIME AY) Bl EQEIIRY D1aesueaf jo ung =) MGz iy Ty PRLL TR
wsuuoprsd I[QUI Waaq 2ARY PEE[#IZ =3Iy pow NERY W1 NIRRT (130 L C1anUoyIne - . g pmmy
FFIUILD LWEAI| I I dq _awmwp pEYIQ waOvyL-||3m_ se pare¥o2al OS[(F Tva aFIMiDEI[ —y pmy
"IgAERIN CIIWEU PURIG FEILIIL0 P ansawap gz Teiran0d ‘tanpogine :nnlq? sadtiun dq CWOT AN 1] PRl 3]
paripadsa 12 )o dneid v {q p2ionpEos £34Ins AATIUIIED WE W) WHIND) JO HMIIDL L3rmg |WLING _—— e s e s e s
£q |asedde qenvea o Aiadaiws sgs u) 9007 ANHNPU (SIWHND EEUYD UY Jwey pueeg Fu SOLY [Cey X WS [T bl WTOFT vy o) & o
) re paIiddad Ba IEFeTUNIf, IEGI 13E] Y] AQ PAIVIAPIaI EwA | A od put u
Jwey pusiq satuons pasofus ‘raroix 1nar aweu purig digsdey vdroin suy fasamrunag, (L poudd. oy 00,016 1T 00.1IN 008535 gw-m-‘ 20.0H
ayly 9pOT 13qWIdEQ |E PApud Jeal 3y sy Eak.un-1e2L 9| Ap¥an iq patearsu) spodea e PPN L) e PO wiy Tqamy Wy iy g
1ma)3 sagme plip-3qnon paaaiyae pey daolD gL 'u-ﬂom; 23w tupmiade L edround uaag sy o ooy Py
moin 3Gl gargm M) 113yieu g1 tTunes awonodd (vadl¥ uiaasdwt 31 £q pamsidizpun ‘R407 %[ - ‘m‘n' mn:
.. - Lt
SLIASHN NOAD et q "Pl ) siwomls puapmdnadsan (q)
100z #war gg ‘Kepug wo Kendwo)
gy po saaqmam o JnfFR Y41 o Jiddde sruEY Inegw FEIPIANRIENS oy LOOL Peh[ BT sriel mak sy 1e) aijoig
“Amplig pumosy 10 wa pred aq o1 pa1radua 333 ‘madpjoy2UvgE Al kg paacedde Jr 0(‘)0 OFPEZEAH 91 Prreerery
funonawe puaplap [e133ds 3y gaim sayiador PUIPEALp [PUY YL LOQZ Bang 22 APl Uo P13y 39 ?:;‘git R —
al Supaaw (es30zd gensur JOIGEIGII0) Y1 1N QOO JIQUWIazAQ EE PIPE3 1¥aL 3y JOf AiTyE aad
{suad QO'GIMNH (§000) $1423 0O DIAH JO P& p jriaads o pur aimds 1ad (D032 06 0LAH (5007} e - e 10K Y
N> pTTINH JO PUIPIaIp |201f ¥ Jo 1uam Y1 PUMUWIDSII O} PIALASII A€y 110NN UL tr 9L 956) BN pajjenugd-Lpuiat
aNdqisd [ siesal wEl SRye |o 3RS
Clev'e) [T P TTIFY
mial dup-pg w0 papias K[nwses 20n per Tupmeqeiydisi)-wow v sageied apaa 391 Esse) toumdus painsareeny
—_— [0S Inmaras pawIOYER
o amodn] ftaiae
Wy sor vy L ! 4
— 3 X Yares Er i {Ent winsat wauta
nee oot aw ¢ 1240 159011 L399 74T oELTIE N 5
16601 3 ——== = Er— ausaar (miL
P Hit syivom y ww ven et ool SITarT st n
66'5% rol's star SEvaC fuled pur MuadL ZRNIG
w0 S¥H 0. 1x0 6608 661191 0Bt Py R ]
o0l N 0T ramuaaal wawdag
aes
i D00.1¥H 000, !;:j!’ 000, 8 ¥4 £00. $ ¥,
tamepoy su o cagudud apeiL aqi jo adjvew pate my PIATPI[TEROY woue :::3
111 AH 3¢ 13{quind dprsr spsfiet §2q8 iy
VOOENCLLrE 19 tas SO - W
iz afeg}

S¢9 S3OUON

1002 71 ey Ay prepums )



B36 NOTICES I, 4 5, 97 T S

(Page 3)

The toal retail sales in Ausicalis and New Zealand for the yest ended 31 December 2006
wss HKT367.7¥7,000 {2003 HK3776,221.000) npreunlmr my ingrease of 11.80% when
compared Wwith fasl yens. As m 31 Decenber 2006, the retml netwocks in Austealia and New
Zealshd comprised T10 sheps [2005: 190 shaps) including & franchises ones (2003: 6 shopal.

Eipari
The US recail marbec 1n 2006 wat good, belping 1he Gropp susLaim siable avesage way price for
ity ewporis, Neverheless, Ihe Growp aaw the producnion cost eise. AL planncd. The Mamagemem

d

had clostd dowa the Growp's production facilitres in the Philipgi mdoreais, which
commanded lesscr competilive advamiages, Throogh 3 seri of :mgulldlnnn rescruciones, the
Gioup's produciion wapacity remains mlequate wilh improvement in compeiilivencss.

For Ihe Nnaatial year ended 3} December 2006, the Group witheased 3 9,23% year-on-wear increase
ia capory 10 HK$1.254,126,000 (2005: HKSH, (48,110.000), equivelent 10 26.52% of the Group™s
comolidated sales (2005 30.19%}

Other Businesses

Teading af fabtic remained as the principal activities of 1he Group's ather businesses. For Ihe
Period, he scrivitick cm lhid Calegory geReraled gross revenue of HKS§224,457.000 (2003
HK 31617990005, increased by JB.I3% on yearly basis,

FINANCIAL POSLTION
The Group's fisapcial positios has prowa healthice, Ay meati d enelics, the Growp’s iwvenlery
Ievel had improved. In 2006, the Graup had rnirred inp Tapgign cutremcy forward contracis lo
hedge ity exposure to exchange tiska In reaprct of the Amaualian dollars.

WUMAN RESQURCES

At a1 1| December 2000, the Group employed abour 31,000 emr‘“y"' (2005: 21,000}, The Oroup
offers compelitive temunetalion packages (0 rhem. fo #ddifron, iram time 1 rime bonus spd share
oplions may be granted bayed on Ihe Group's resulis and individual peifermance,

SOCIAL RESPONSIRILITY

The Group 13 & firm belwever that 3 busingss organization should take up sotial responsibility
while purabing profit enhancement, Hence, when manufaciuring. te Group ha: been adhering 1o
Ihe regulatons o ¢Avironmentai proteclion, and making the beil efforts 10 reduce the production
of wasjape watcr amd fo guaimice the eahgasion of pollused wir The Gtaup 4l actively
panicipated in social wellare services. AmoAgst Ihe examples dre the fumd-raising exfrcise for
The Childreh Medacal Research Instiuie o Autralia, :pomoli.r the activiliea of the Sowers Aclion
Hong Kong amd that of the Fire Services Depanmeat Volueteer Team in Hong Kong. The
Mamagemenl togeiner with its malf members aiso made donstions 1o suppart the development af
the minority peoples in the kess pupufaied ateas ia Ciind, {0 cle Hang Kong Polyrechnic
University, to the Sinam University 1n China and garlicipaled in the “spaimst poverly” ploject in
finzhou i1n China. During the year, the Groug’s major ihareholgers a3 wetl 84 the Masagement
made persenst donations 1o the Hong Kong AIDS Foundation 1o help prevent 1be spreading of
AIDS, Apainss 1bs backdrop, & member af the Mugagement wai praudly hosoured a3 & ~pioacer
in making donaljors 1o ihe charilable buzincsses in the areas of Guesgdoag, FHoog Kong wnd
Macau” and an ~ambaziador of Chinn's public weifaze™

PROSPECTS i
Lacking Torward, in spite ol the possiiliny thay growth of the U3 cconomy may deczleraic i
vigw of thr problems associvled with ihe Subprim¢ mongage luens, the Group anhicipaten thal
the Mainland reshil marker will Consinue Lo improve in 2001 an petsistent ECOnuMIc_growlh in
Chons and ihe poverament’s policies to pursue & comsumplion-Jrivem econamic growth. The ge.
Ausitalian ccomomy 15 slyo €apected 16 remain wable, Hereupon, tpe Mansgement will coniinue
o (ahe am wgfresirve slance whek caprading iy se1yi} serwork wilh emphatis on the Maisland
markel. Jeanyweit's ciptl sCivities in Ching \he coming year bt om the upgrade of
brand image. product deriga and guality, im osder 10 bring “resk valoe™ 19 cemsumers. To
comtolidaic the Icading statua currenily eRjoyed by Jenaiwesl inC ke Growp will w0 up

more jmage storcs amd fIsgihip wores in the prime shupping aless.

A3 dor the markels jn Auatralin and New Zealand, to cdplure burger markey share throwgh the
Introsucios ©f more repdy designs and provision of beiter gualiy producus. the Growp will
focus on the preduci Bevelopment of the jenns wesr verick under the brand oa Alba
Fan Club and the denim jesns serics vndes the brand name of Jeansweat in addition lo 1he
cmphusis o the pramolion of 1he Jeanswen image, Furthermore, the Gradp het Mo planned
o expand ils Jewaswest network of reiail stores 1a the South Banl Asian m.,f.u under zeparale
(ranchising scrangements s complement ity sirptegy of operming mere {ranchiscd #lorew I she

Middle East.
bu 2007, Quiksibver Cloriowy Swn cricrate 114 develgpment pace. Qcder chan incrensleg the
invasimant is the yromsilun of br =il 1e 10 prodwce more Quikailver

e, 1
raducts Ching =ik Id¢ gapestilion 1o Laprovs bis gross profi

breabeve e Group will cantimue to focor on the upgrade of compelltive

:? 1he businesses of exports and masulactoring while 3 wew factory it scheduled o be buil
etham.

Barring antoresech the M has 1ba) the Croep will cossiang
x

s,
10 brisg ressunable relorae 19 ity sharcholders in 2007,

ANNUAL GENERAL MEETING

The anpual goncead mecting of the Compony for the yeur 2007 will be held o Priday, 22 Jue
1007, Far detaift gf the annusi gederal mee plente cefer la the motice af anakl genstal
mecting of the Company which s expected to be published on or around Monduy, 30 Apnf 2007.

CLOSURE OF REGISTER OF MEMBERS

The repisler of members of Ihe Company will be closed [rom Monday, 13 Juag 2007 1o Fridey,
17 Juse 7007, both dzya inclusive, during which period ao iransfers Gf whres shail be #ffeceed.
Ln ordét 10 qualify for (ke propoved fical dividedad wad specis] dividead, all trapsfers af shéres
acsompimied by The redevant shre cerfickies mvst b hd‘cd with 1be Company™s share 1ogisiraes
in Homg Kong. Compuitrshare Hong Kong lavestor Serviced Limited a snpl l?i!-lTlg, 7k
Floor, Hopewel) Cesur, 113 Queen's Road Esst, Hool Koug for tegisteation by o laler than
4:00 p.m. on Friday, 13 Juse 2007,

CORFORATE GOVERNANCE

The Cempany has comphed with the Code oa Corpo Governsnce Practices (tbe "Code™) m
€t gut i Agpendis 14 al the Ruler Doverning the 5, of Spcurities on The Stock Eschange
of Hong Keng Limiled 1hroughout the year ended 31 December 2008, with devistion from code
provision A 4.2 of the Code in re1peci of rotalian of ditecion.

Unger the tode ,m"i,;u.‘. Ad.2, cvery dpecios, including Thore sppoinied for & spesifle 1erm,
shouid be sobjecs 0o veticemenc by cotation al lext! oace gvery agnz years,

However. i% accordance wilh bye-lew 110(A} of the Byr-lawt of the Campany, Mr. Charles Yeung.
the Chairmas of the Bowrd ol Directory of 1he Company {lnc “Board™), shalf not be subject 10
refisement by 1olation. The Bosed considesed Lhal due 1o 1he Fact that My Charlet Yeung i3 1he
(ounder of ahe Group, he is eligible for beiag fae Chairmim of the Doard dasimg bis imum
and nced Aot e wbject 19 renrement by rotslies.

PURCHASE, SALE DR REDEMPTION OF THE COMPANY'S LISTED SECURITIES
Meither 1he Company mof Say &f iI5 jubsidi ie1 d. sld or red amy of the Compawy's
fixted scourines dusing <he yéar.

By Order of ke Bourd
Dr. Cnarles Yeung, SBS, JP
Chairmon

Hong Kong, 11 April 2007 -

Ay or the dare o this anwsuncement. the direciors of the Company are as follows!

Exacwtive Qirvurs:

Dr. Charlex ‘"'!i.s“' JP, Mr. Yeung Chun Fam, Mr. Yeung Ches Ho. Me. Paw 52¢ Kee, lachson,
ving K.

Mr. Hui Chusg Shing, Herman. JP. Ms. Chcusgp Wai Yee. Mr. Chan W . Archic and Mr,
Tos Hemp Kee, Peigt. ’

Independens Non-Liryativr Dveecties:
M1, Wong Mawn Konag, Peier, BRS, JP. Mr. Lau How Chuen, Ambrese, GBS, IP and Mr, Chung

$hui Mipg, Timpsoh, GBS, IP.
Nan-Executive Direcrar: Z: @

D7 Lam Lee G




