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Setting a solid foundation to propel future growth
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Regional performance analyses #Zih[&KRIR 2 DT

Sales (in HK$mn) Operating profit (in HK$mn) Operating margin (%)
HERE (CB¥EERT) EERA (B¥EET) EERNE (%)
2005 2005
(restated) (restated)

Year ended 31 March 2006 2005 Change 2006 —TTRHE Change 2006 —TTRHE Change
HE=A=+—HILFE ZEERF —TTRF (Lt ZEEXREF (EFFIER) [ —EEXREF (EFFIER) [t
Retail Z&
Hong Kong % & 815 803 1% 51 97 ¥ A47% 6% 12% ¥ 6% pts HEHE
Mainland China A B A R 351 331 6% 9) 9 N/A e A -3% 3% V6% pts AEDE
Taiwan &/ 379 348 9% (10) 18 N/A i A -3% 5% Vv 8% pts BB
Singapore ¥ % 200 191 5% 19 23 Y17% 10% 12% V2% pts [EESH
Malaysia §57€7FEn 1 - NATEA (1) - N/A A -100% N/A A N/A i A
Total A 1,746 1,673 4% 50 147 v 66% 3% 9% V6% pts EEHE
Franchise 4§77 & &
Hong Kong Export &0 291 218 1 33% 86 65 32% 30% 30% 0% pt A& 2
Mainland China =Bk ke 110 97 M13% 15 23 ¥+ 35% 14% 24% Vv 10% pts EAEDE
Total & # 401 315 27% 101 88 »15% 25% 28% ¥V 3% pts AR E
Regional Total BiF# 5t
Hong Kong & 1,130 1,035 9% 125 151 Vv 17% 11% 15% V4% pts EED B
Mainland China /R BIAE 490 443 111% 7 33 Vv79% 1% 7% V6% pts fEE DI
Taiwan &7 379 348 9% (10) 18 N/A e A -3% 5% v 8% pts AED 2
Singapore N 200 191 5% 19 23 V17% 10% 12% V2% pts EEHE
Malaysia 552 1 - N/A 7~ (1) - N/A 7~ -100% N/A 7~ N/A 7~
Consolidated %74 2,200 2,017 9% 140 225 ¥ 38% 6% 1% Vv 5% pts B2

Financial and operational highlights 817K & E =

Regional retail performance indicators & Z & &S KIRIEIZ

Same store sales growth (%)* Net sales per sq.ft. (in HKS) Floor area (sq. ft.)

FEEHERIER (%)* BEFRBHERE (BY) BEE®R (FFR)

Year ended 31 March 2006 2005 2006 2005 Change 2006 2005 Change
HE=A=+—HILFE ZBEXRE —TTRF ZEEXRF —TTRF (114 ZEEREF —TTRF [0
Hong Kong &% -5% +11% 7,300 7,700 V5% 111,400 112,000 V1%
Mainland China /Bl A ke -9% +11% 1,200 1,300 V8% 307,300 276,400 1%
Taiwan &% -11% +6% 2,500 2,800 V1% 176,000 124,100 N42%
Singapore 7N +3% +12% 6,400 6,600 V3% 32,000 30,200 6%
Malaysia 2R 7R N/A FEH N/A TN 1,100 - N/A i A 4,400 - N/A 78
Consolidated #7& -5% +11% 2,900 3,300 V12% 631,100 542,700 16%

* Same store sales growth is the comparison of sales of the same stores having full month operations in comparable periods [E/& #5812 & ARG MR L EHINTTE Al 2 5S8R



Financial performance Bf7§K IR

Global distribution network 2Ik9 $4484%

In HK$mn In HK$mn
BAYEET BEEBT
Year ended 31 March 2006 2005 (restated) Change
HE=A=+—BIFE —EERF —ZTREF (EHIIRR) g
Turnover & %%8 2,200 2,017 9%
Gross Profit £ 1,025 998 3%
Operating Profit 23i& 5 7l 140 225 4 38%
Profit for the year attributable to equity holders
BT A AEEFRET] 105 181 V4A2%
Basic EPS (in HK cents) &R&EARZEF] (Bl 6.69 11.68 v 43%
Interim dividend per share (in HK cents) SR HILE (L) 1.8 1.8
Final dividend per share (in HK cents) ER&REILE (EAl) 1.8 3.9 ¥ 54%
Payout ratio (%) JEELLE (%) 54% 49% 1 5% pts EEHE
Gross margin (%) EFI%E (%) 47% 49% v 2% pts [EEHEH
Operating margin (%) &&E&H% (%) 6% 1% V5% pts EED I
Profit margin (%) #FIZ% (%) 5% 9% V4% pts @& D2
EBITDA AREHAIE - BiTE ~ 78 LEHEATEF 191 272 4 30%
EBITDA margin (%) RrHFIE ~ 18 - T8 REHATRR% (%) 9% 13% ¥ 4% pts EE D2
Key financial indicators £ 25512
As at As at
31 March 2006 = 31 March 2005 (restated)
REBBARE R-ZTRF Change
ZA=+—H8  =RA=1—H (Z#H5K) o
Inventory turnover* (days) F&&&EHI* (X) 42 39 1 3 days X
Inventory level (in HK$mn) 7&K (B EET) 254 215 ™ 18%
Return on equity (%) RXEREZEEIFRE (%) 18% 36% V18% pts EEHE:
Current ratio (times) 8L R (£5) 2.35 2.53 V7%
Net cash® (in HK$mn) 4 55T (B EET) 244 311 ¥ 22%
Total liabilities to equity ratio (%) %28 &I EERLL R (%) 46% 47% V1% pt BEDZE
Capital expenditure (in HK$mn) EAFZ (B EET) 81 50 162%
* Inventory held at year end divided by full year turnover times 365 days F# B 2 77 &k EHEERI65K

T Cash and bank balances less bank loans B4 J 4R 47484 MR TE 2K

Turnover by geographical market ¥%Z& 155482 &

As a percentage of total turnover

Hong Kong &%

s
B3]

~

HREXBEADLL

Retail & 37% (40%)
Export franchise O EFFaLE 13% (11%)
Others EAth 2% (1%)

() 2004/05 figures are shown in brackets 2004/05 & 8 F AFESE R

52% (52%)

As at As at
31 March 2006 31 March 2005
R=BEARFE R-ZTTHF Change
=ZA=t-A =A=f A HE
Hong Kong &%
Directly managed outlets 33 32 ™
HEEEERE
Mainland China gl XpE
Directly managed outlets 344 274 1t 70
HiEEEEH
Franchised outlets 284 203 181
FERTASE R
Sub-total 628 477 1151
s
Taiwan &
Directly managed outlets 112 75 137
HEEEER
Singapore N
Directly managed outlets 29 28 ™
HEBEER
Malaysia F3RAI:
Directly managed outlets 3 0 3
HEBIEER
Other countries EfEIZx
Export franchised outlets 263 215 148
EEmES Ty
Total &#
Directly managed outlets 521 409 112
BEEEEIEH
Franchised outlets 547 418 1129
AT RS
1,068 827 241

Mainland China 7 B A

Taiwan & /&

17% (17%)

Retail &
Franchise #F&rice
Others Hfth

As a percentage of total turnover

IEHEZER DL

16% (16%)
5% (5%)
1% (1%)

Singapore & Malaysia #7113 & 5 2K 78 2

9% (9%)




* The Middle East includes UAE, Qatar, Lebanon, Bahrain, Kuwait, Iran, Jordan and Saudi Arabia
FREEMEAKEERE - RER - 22EH - BAR - BEE - 781 - 8 RARH(R

() 2004/05 figures are shown in brackets
2004/05 FHFAERE T

@) @Malta =& ®Mainland China B A f=
7 (7)@Cyprus 5K i 344 (274) Directly managed & # & 1%
i i g A
132 (118)@Middle East* &5+ \284 (203) Franchised 4548 &
1(0) ®Nepal /&’HE .
112 (75) @ Taiwan & &
33 (32)@Hong Kong &7
4
L 1 (9)®@Philippines FE&2 % Dominican Republic ZFAEMEFME @5 (5)

67 (54)@Thailand &
5 (6)®Vietnam g

3 (0)@Malaysia 5 #7528 Colombia SFfattiz@3 (3)
29 (28)®@Singapore 7

23 (5)®@Indonesia EI/E

628

outlets in about 20 countries

JEFRIRAI201E IR
[
o directly managed outlets in
export franchised outlets Hong Kong, Taiwan, Singapore
H O RFRTAS & R4 and Malaysia
URESE - A& - FINER
BRA LR EEE RS

(]
directly managed and

franchised outlets in Mainland China
AR BIAEREEE IR R R E



Corporate profile %/

B FE e —

Bossini International Holdings Limited (the “Company”; stock code on The Stock Exchange of Hong Kong
Limited (“stock code”): 592) and its subsidiaries (the “Group” or “Bossini”) is a leading apparel brand owner,
retailer and franchiser in the region.

Headquartered in Hong Kong, Bossini launched its first retail outlet in 1987. Over the past two decades, it
rapidly established an extensive international operating platform and distribution network that extended
to a total of 1,068 outlets worldwide. Among these, the Group operated 521 directly managed outlets in
its markets, namely Hong Kong, Mainland China, Taiwan, Singapore and Malaysia. The Group also further
strengthened its brand presence in Mainland China through the establishment of 284 franchised outlets.
As for other overseas markets, the Group cooperated with its business partners to establish a total of 263
export franchised outlets in 18 countries, spanning from Southeast Asia, the Middle East, Europe to as far
as Central America.

Renowned for its comfortable, easy to mix-and-match, colourful and energetic style, Bossini offers a full range
of good value for money casual wear apparel products, including ladies’, men's and kids' wear, which are
designed to fit customer needs.

SS NS RN [l el i ]
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Chairman'’s letter to shareholders = FE 2R & K 14

We are committed to delivering sustainable turnover and
profit growth to enhance shareholder value

FHIFENEXBREBAER -

}%Hﬁ$11ﬁ ) %ﬁﬁqﬁ *—EZ:*&EIJEK;H

On behalf of the Board of Directors, | am pleased to report the annual results of Bossini and its subsidiaries
for the year ended 31 March 2006.

In the fiscal year under review, the Group continued to pursue its three major medium- and long-term goals:
achieving sustainable turnover and profit growth, actively expanding its export franchise business, and developing
Mainland China business into a major revenue stream and profit contributor. The Group accomplished a number
of its goals for three consecutive years with the implementation of a range of long-term development initiatives.
Nevertheless, impacted by increasingly acute competition and an unseasonable weather in the market, the Group’s
bottom line performance was adversely affected, posting a decline in net profit during the year under review.

A Year of Challenge and Progress

The business environment across the Asian region in the year under review was less than agreeable. Overall
consumer sentiment was, to a certain extent, impacted by continuous interest rate hikes. Unfavorable weather
conditions and new entrants in major markets led to intensified competition, resulting in more frequent and
steeper discounts that suppressed profit margins.

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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These challenges notwithstanding, the Group continued to broaden its international footprint with the
addition of 241 new outlets worldwide, including both directly managed and franchised outlets, which added
up to 1,068 outlets as at 31 March 2006. Boosted by the extended network, the Group’s consolidated
turnover rose by 9% to HK$2,200 million (2005: HK$2,017 million).

Gross profit margin and operating profit margin, however, were down by 2 percentage points and 5
percentage points, respectively, to 47% (2005: 49%) and 6% (2005 restated: 11%) in the year under
review. Operating profit was HK$140 million (2005 restated: HK$225 million). Profit attributable to equity
holders recorded a negative growth of 42% to HK$105 million during the year (2005 restated: HK$181 million).
Basic earnings per share amounted to HK6.69 cents (2005 restated: HK11.68 cents). The Board has recommended
a final dividend of HK1.8 cents per share. Together with an interim dividend of HK1.8 cents per share, the total
dividend for the year amounted to HK3.6 cents per share, which is equivalent to a payout ratio of 54% (2005
restated: 49%).

Long-term Growth Initiatives: Well Thought-out Expansion

Adopting a prudent and well thought-out strategy in the face of keen competition, the Group placed strong
emphasis on quality, efficiency and profitability to bolster its competitiveness. Product designs were enhanced
to offer a wider array of colorful, easy to mix-and-match apparel to fit customer needs. Innovative cross-regional
marketing activities were launched to leverage on its extensive network in core markets to boost the “bossini”
brand awareness.

Some of the most valuable assets of Bossini are its well-trained staff and the unique learning culture that
continuously drives us ahead in search of excellence in all aspects. A broad range of training was offered to
front line as well as back office staff to ensure superior customer service, and knowledge and experience
sharing was fostered within the Group and with franchisees.

While maintaining a stable growth in Hong Kong and Singapore, the Group further extended its geographical
reach in Mainland China and Taiwan at a phenomenal pace. Although the majority of these new locations have
yet to make a contribution, the Group is optimistic that these outlets will prove to be an important investment
to drive future growth and solidify its presence in increasingly competitive markets.

ANNUAL REPORT 2005/06
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The Group aspires to develop Mainland China into one of the most important revenue and profit
contributors in the medium-term. Presented with such a huge market, the Group recorded notable
network expansion by adding directly managed outlets and through partnership with quality franchisees.
With a wealth of experience and in-depth understanding of consumer needs in Mainland China, the
Group is well positioned to tap opportunities in this lucrative market.

The Key to Future Growth: the Export Franchise Business

Seeing enormous opportunities in the export market, the Group has deployed additional resources towards

the development of its export franchise business since fiscal year 2004/05. The remarkable performance of this
business reflects the fact that management has been steering the Group in the right direction. In the year under
review, sales from export franchising surged by 33%, outperforming the pre-set target of 30%.

With a presence in about 20 countries worldwide, the Group will continue to harness the potential of
existing markets while further extending its reach to new markets. As a key to success in this business rests in
the choice of appropriate franchisee partners, the Group will sustain its collaboration with competent franchisees.
Enjoying a relatively higher margin as compared to the retail business, export franchising is expected to be a key
growth engine in the years ahead. To further capitalize on this high-margin and high-return business, the Group
will extend its reach to new markets. As at the end of June 2006, there were 7 outlets in 6 cities in India. New
store opening in Korea is also scheduled in the second half of fiscal year 2006/07. Going forward, the Group is
committed to achieving double-digit sales growth annually in this business in future years.

Efficiency Measures: Building a Solid Foundation for Future Growth

In an effort to temper anticipated cyclical fluctuations, the Group will take active steps to streamline

internal management and increase productivity. A set of plans will be put in place to enhance its supply chain
management in a bid to shorten the product cycle from design to store. The Group will also develop stronger
ties with suppliers to ensure better control of its time-to-market, so as to respond to customer needs and
market changes in a proactive manner.

Setting its priorities on maximizing efficiency and cost effectiveness, the Group will upgrade its information technology
system to set a solid foundation to propel its future growth. World-class financial management and warehouse
management systems will be implemented to provide a platform for optimizing internal management, inventory and
logistic controls. The point-of-sales system will also be upgraded to expedite the market-demand-responding processes.

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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The “bossini” brand has a history of almost two decades. It has witnessed changes of consumer appetite

and adapted to market challenges over the years. To further enhance the competitiveness of this well recognized

brand, the Group will conduct a brand building program to introduce a revolutionary store concept and new
logo mark to revitalize and bring out the core values of the Group and its brand, i.e., bringing a colorful and
energetic world to customers.

While the prevailing operating environment might continue, the Group’s proven business strategies and
valuable experience garnered over the past years are central to setting a solid foundation to weather market
fluctuations and to ensuring that the Group remains on a profitable track going forward.

Create Incremental Value Every Day in Every Way

Spearheaded by a dedicated and experienced management team, the Group has defined three major
focuses for fiscal year 2006/07 — product, the Mainland China market and people. Its objectives are to offer
even better products to customers, further develop the lucrative Mainland China market, and to uphold the
spirit of a learning organization by offering development opportunities for its people to grow altogether, as
well as nurturing a pool of talented staff. These initiatives aim at realizing the Group’s motto of “creating
incremental value for the brand every day in every way”, and fulfilling its commitment to maximizing
shareholders’ value. The goals of achieving sustainable turnover and profit growth remain firm. These new
business focuses will enable the Group to hone its edge and sharpen its saw to excel in the coming years.

Appreciation

I would like to take this opportunity to express my gratitude to all the staff who have contributed tremendous
effort and dedication toward steering “bossini” on its steady path of long-term growth.

LAW Ka Sing
Chairman

Hong Kong
18 July 2006
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Corporate governance report E¥ BRI E

The Group is committed to upholding a high standard of corporate governance and further enhancing
transparency. The Code on Corporate Governance Practices (the “CG Code”) contained in Appendix 14 of

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
came into effect on 1 January 2005. The Company believes that good corporate governance provides a framework
that is essential for effective management, successful business growth and enhancing shareholders’ value. The
Company has applied the principle and complied with the code provisions set out in the CG Code, except for
certain deviations as specified and explained below.

Board of Directors

The Company is led and controlled by the board of directors (the “Board”) which at 31 March 2006 consisted
of 3 executive directors and 4 independent non-executive directors (collectively the “Directors”) which the 4
independent non-executive directors (“INEDs"”) represent more than one-third of the Board. The biographies of
the Directors are set out in “Management profiles” section on pages 35 to 38. The Directors have no financial,
business, family or other material or relevant relationships with each other at 31 March 2006. No INED of

the Company has served more than nine years and at least one of the INEDs has appropriate professional
qualifications or accounting or related financial management expertise. All of the INEDs have confirmed

in writing their independence from the Company and met the requirements set forth in the independence
guidelines of the Listing Rules. These INEDs are high calibre executives who bring a diversified range of
expertise and serve the crucial function of providing checks and balances for safeguarding the interests of
shareholders and the Group as a whole. Their role is to bring an independent and objective view to the Board’s
deliberations and decisions.

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Eight full Board meetings were convened in the year under review and the attendance of individual Directors at REBEEERN £HBHT/\ W EER2Ee%  SEEXEFRAREERZLE

=
full Board meetings for the year is set out as follows :- eEMHEEERIIMNT
4o
E*E Number of meetings & 218 8
iﬁ Members of the Board EER K& Meeting attendance &% HEER
ij Chairman =&
‘g Mr. LAW Ka Sing 25 8 5t 4 e
[}
° Executive directors #1{7EE
S Ms. CHAN So Kuen /g% + 8/8
GEJ Mr. Dickie FU Shing Kwan (resigned on 26 June 2006) ki 5e4 (ER-2ENFE A - HRNAHE) 8/8
3 Ms. Pansy CHAU Wai Man (resigned on 12 January 2006) BEZ &+ (ERZZZXF— A+ ZHEHT) 717
S Mr. Simon ORR Kuen Fung (resigned on 12 January 2006) fi{#z5%4 (ER =TT RF— A+ ZHEHE) 717
© Mr. FUNG Ping Chuen (resigned on 1 June 2005) A& %4 (ER TS RFNA—HEHT) 171
(@)
% Independent non-executive directors B FHTES
- Ms. LEUNG Mei Han 224+ 8/8
Mr. Raymond LEE Man Chun Z3{& 54 5/8
Mr. WONG Wai Kay F # 55 4 5/8
Prof. SIN Yat Ming (appointed on 21 October 2005) % B8R (R=ZZTZAF+A-+—RAEET) 3/3
The Board is scheduled to meet at least four times a year to review operational performance, approve financial EERHE—FHLBRAEAEGE Ui EERER  HMEMBEEREM
results and other significant matters. Regular Board meetings are scheduled in the prior year to provide sufficient BEEEE - THEERSENBHRR LEEEHE  BkRESRHTR
notice to the Directors and facilitate the maximum attendance of the directors. The Board members are given HEE - LWERSSNEER - EEHTHEEReH  SEFHAHKe
an opportunity to include additional matters for discussion and are supplied with relevant information by the BHESEENA @SSR EERERASASEERMNEEERMA
senior management and reports relating to the Group’s operational and financial performance before the scheduled EELERNSEENRE - EE eSS ER M AATEETE

Board meeting in a timely manner. The meetings’ proceedings are conducted by the Chairman of the Company.
Minutes of the Board meetings are documented and the records are maintained in accordance with applicable
laws and regulations and are recorded in sufficient detail. Draft minutes of each Board meeting are circulated to
all Directors for their comment and the minutes are open for inspection by any Director.

EEREFCHENERBERNERIREFELCE - WEERAFA
BiCH - EERGHLHNTRSRBEXMAESEN  fefREER
BT EHE ALK -

The Board member is assured to seek an independent professional advice at the Group’s expense to assist him EERKEERRAGBHABIEEER UHDtETHE - —VERH
to discharge his duties to the Group. NEEL T o
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If a Board member has a conflict of interest in a matter considered by the Board to be material, a full Board
meeting must be held to consider such matter and at least one INED who has no material interest in the
transaction shall be present at such Board meeting.

Chairman and Chief Executive Officer

The Company does not have a separate Chairman and Chief Executive Officer and Mr. LAW Ka Sing currently
holds both positions. The Board considers that the present structure provides the Group with strong and
consistent leadership and allows for more effective planning and execution of long-term business strategies.
It also enables the Group to make and implement decisions promptly and efficiently to the best benefit of the
Group and its shareholders.

Appointment and Re-election of Directors

Since new Directors would be appointed in full Board meeting, the Company has not established a nomination
committee. The Board will take into consideration criteria such as expertise, experience, integrity and commitment
when selecting suitable candidates for directorships. A full Board meeting was held during the year for considering
the appointment of an INED.

All INEDs of the Company were appointed for specific terms, their length of service with the Company is one
year from the dates of their appointments which will be automatically renewed unless early termination by
either party serving not less than three months prior written notice or upon mutual consent on short notice.
They are subject to retirement by rotation and re-election at annual general meetings of the Company
(“AGMs") in accordance with the Bye-laws of the Company.

Every newly-appointed director shall receive an induction on the first occasion of his appointment and
subsequent briefing and professional development as necessary to ensure that he has a proper understanding
of the operations and business of the Company and that he is aware of his responsibilities under the laws and
applicable regulations.

Pursuant to the Bye-laws of the Company, any new director appointed by the Board to fill a casual vacancy or
as an addition to the Board shall hold office until the next AGM and shall be eligible for re-election. At each

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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AGM, one-third of the Directors for the time being, or if their number is not three or a multiple of three, then
the number nearest one-third, shall retire from office by rotation save any Director holding office as Chairman
or Managing Director. The retiring Directors shall be eligible for re-election. The cycle is roughly the same as
once every three years stipulated by the CG Code.

The Chairman and the Chief Executive Officer of the Company are not subject to retirement by rotation. The
Board considers that the continuity of the Chairman and Chief Executive Officer of the Company and his
leadership are crucial in maintaining the stability of the Group’s business operations.

Audit Committee

The Audit Committee consists of 4 INEDs, namely Ms. LEUNG Mei Han, Mr. Raymond LEE Man Chun, Mr.
WONG Wai Kay and Prof. SIN Yat Ming. Ms. Leung is the Chairman of the Audit Committee and applies her
professional qualifications in accounting and financial management expertise in directing the Audit Committee.
No member of the Audit Committee is a former partner of the Company’s existing external auditors. The Audit
Committee is provided with sufficient resources, including the advice of external auditors and Internal Audit
Department to discharge its duties. The Audit Committee has reviewed the audited financial results for the
year ended 31 March 2006.

The major roles and functions of the Audit Committee are set out clearly in the terms of reference which
included the duties specified in the CG Code. The terms of reference for the Audit Committee are also aligned

ANNUAL REPORT 2005/06
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with the recommendations set out in “A Guide for Effective Audit Committees” issued by the Hong Kong
Institute of Certified Public Accountants and the terms of reference of the Audit Committee are available on
the Company’s website.

The Audit Committee is responsible for appointment of external auditors, review of the Group’s financial
information and oversight of the Group’s financial and accounting practices, internal control and risk
management. It is also responsible for reviewing the interim and final results of the Group. Two audit
committee meetings were convened during the year and the attendance of individual committee members
is set out hereunder.

During the year, the Audit Committee have performed the following work :-

(a) reviewed the interim and annual financial results for the six months ended 30 September 2005 and for the
year ended 31 March 2005 respectively;

(b) reviewed non-exempt continuing connected transactions for purchase of garments;

(c) reviewed the progress report and report on internal audit results for the year 2004/05 and the first half of
the year 2005/06 prepared by Internal Audit Department respectively; and

(d) approved the annual audit plan for the year 2005/06 of Internal Audit Department.

Remuneration Committee

The Company has established the Remuneration Committee with specific written terms of reference. The
Remuneration Committee consists of 4 INEDs, namely Ms. LEUNG Mei Han, Mr. Raymond LEE Man Chun,
Mr. WONG Wai Kay and Prof. SIN Yat Ming. Ms. Leung is the Chairman of the Remuneration Committee.
The Remuneration Committee is provided with sufficient resources to discharge its duties.

The major roles and functions of the Remuneration Committee are set out clearly in the terms of reference
which included the duties specified in the CG Code and are available on the Company’s website.

The Remuneration Committee is responsible for reviewing and making recommendations on the remuneration
policy for all Directors and senior management of the Company and determining the remuneration packages
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of Directors and senior management and has performed these during the meeting held during the year. The TR PRI FMEESEREFMAARREBERZRAETR  USK
Remuneration Committee has consulted with the Chairman on its proposals and recommendations and has FEER o $%ﬁ%$az§ﬁ§ﬂﬁ§ﬁ@ﬂ o
access to professional advice. No Director is involved in deciding his/her own remuneration.

Committee members ZE g% 8

40

o

b H H H H H F NS TE =] 2 =Reoav=| =¥ t

gfﬂ One remuneration committee meeting was convened during the year and the attendance of individual AREIRFABRBH—AFTHEE LR  SEESNEMNHEFBEHY
iﬁ committee member is set out as follows :- UM

S

< Audit committee meetings BEZZE €% Remuneration committee meeting HEZ 8 & &%
g Number of meetings €% 8 2 1
©

QE, Members of the Audit Committee and the Remuneration Committee EXZEERFMESEKE Meeting attendance €& HE1ER Meeting attendance & HEER
>

3 Chairman =&

[}

© Ms. LEUNG Mei Han 2Ez+ 2/2 11
g

(e}

O

Mr. Raymond LEE Man Chun Z3{& %4 2/2

01
Mr. WONG Wai Kay F #5254 2/2 1”1
Prof. SIN Yat Ming (appointed on 16 January 2006) % B8 %% (R—ZEXF— A+ ~BEZEMT) 0/0 0/0
Management Committee EEEEE
At 31 March 2006, the Management Committee consists of three executive directors. The Management REZZZERFZA=+—H EBEZESH-FBPTESER - RIBEER
Committee is vested with the overall delegated authority from the Board to deal with the operational matters BESERESEATRMAENSIEI - EBEEOREE DT TEEHER
of the Group, save for those matters which are reserved for the Board’s decision and approval pursuant to the DEEBAEENLEBEEET  BIEASEEARATAELNEENEARTE
written terms of reference, which includes taking in charge of major decision making in relation to the day-to- SR AT R BT R R IR 1T o
day business operations of the Company, administering the Company’s routine resolutions and dealing with
ad-hoc matters.
Internal Control and Internal Audit NEBEEIE R A ER &5t
The Board is developing and maintaining an internal control system of the Company to protect shareholders’ EFREERMEBARRNARE RS ft? : ﬁﬁl’ﬂﬁéﬂ‘ - hnss R ERMF -
interest and to safeguard the Group’s assets by reviewing, enhancing and monitoring the major control EiE RERARETESFTENTZELNRERF  UREREEZEAEE

14 ANNUAL REPORT 2005/06 ##R 2005/06




procedures for financial, operational, compliance and risk management matters. Evaluation of the Group’s
internal controls is conducted by the Internal Audit Department on an on-going basis. The Internal Audit
Department has been operating since August 2002. The key tasks of which include:

(a) reviewing material aspects of the Group’s key activities and corresponding internal controls with unrestricted
rights of access;

(b) conducting audits on the work practices, procedures and internal controls established by the business
units of the Group on a regular basis in order to evaluate the adequacy and effectiveness of the internal
control system established;

() conducting special reviews and investigations into areas of concern identified by management; and
(d) monitoring the corrective actions taken by relevant departments.

The internal audit charter was approved and adopted by the Audit Committee. The internal audit department
adopted a risk-based approach to develop the annual audit plan, which is reviewed and approved by the Audit
Committee. It furnishes independent and objective evaluations and recommendations in the form of an audit
report to management. Internal audit staff are authorized to access any information relating to the Company
and to make enquiries to staff concerned, and the head of the internal audit department will directly report to
the Audit Committee on the major audit findings and management responses.

The Board has, through the works of the Audit Committee and the internal audit department, carried out
ongoing examination and monitoring of the Company’s internal control system and completed an evaluation of
the internal control system.

The Bossini Group Policy set forth a set of standards to all employees to govern the operations of the Group

in legal, financial, procurement, human resources, corporate governance and public relation spheres, and will
facilitate the ongoing examination and evaluation of the Group’s compliance with existing rules and regulations
and of the effectiveness of internal control. Employees are expected to strictly adhere to the Bossini Group
Policy and encouraged to alert senior management of potential cases of misconduct without fear of retribution.
The Bossini Group Policy was first issued in March 2004. It is taken up for review and renewal on an annual
basis by the designated Group Policy committee.

BOSSINI INTERNATIONAL HOLDINGS LIMITED

BE - Wuﬂﬁuﬂ'*ﬂzTZ]K%IEl’JW*Bﬁ*% ETIHEN L - AEFAHA T
ToFEN\AERKEER  HEETERAE:

(a) BT ARG S B MRE AL E T 2B ERARE A IEIE

(b) FHERASEEBEMMELNTEED - 127 RAEDEEHE iR
IR B NAREE RS T B AL

(o) HRERBAEAINERETRIRNLAL Rk
(d) EEEAHEPIFMETTHRCERE -

ERZBRCHEERARNSEZRE - MAMESRRBARRSELE
HJDERBIEFEERFE - LAt e hmERZ RS EH MAZ - MEPERTE
B B 3 s AR UB L R R BRI A MBS - NEEITRE AR
HSEMBBEARTNER &Fﬂ*ﬁﬁﬁﬂ%%?ﬁ&jééﬁ © MAERERTEBE & # 3t
BEABRHBERANEEEQRERNEREZES

MEREE B TR EiRa REEA D EIR AE

EERUERERZEER
ERESIE Ry TS -

EERGBRTRA

ERMEEEBERTA2EETHES —RE  NEBAKEEERE M5
R - ANER  CEEARARBES IHAER - LA RS *Ala)ﬁ&
AHEAEEEDETREEMNIRE - ARAREIENERIE - RREEE
E&ﬁx*REIJEET%LWXIE#H‘J SEMETMHRBEEANBEIMATETR
FAREAEIEER MBAERERRY -  BNREERENR_-F
%@i:ﬁ BRETT  AEENEBBEZE ST FRTNER

RHEBEREEARAT

SRR

-
5]

Corporate governance report 73

15




Corporate governance report (E¥ &8 &

16

Model Code for Securities Transactions by Directors

The Bossini Group Policy laid down a code of conduct regarding the directors’ securities transactions in terms
as stringent as those set out in the Model Code for Securities Transactions by Directors of Listed Issuers
contained in the Listing Rules. The Company, having made specific enquiry of all Directors, confirmed that

all Directors have complied with the required standard of dealings as set out therein throughout the year.
Employees are also not encouraged to deal in the securities of the Company within one month before the
interim and the final results announcements and prohibited to make use of price-sensitive information to deal
in the securities of the Company.

Financial Reporting and External Auditors’ Remuneration

The Directors acknowledge their responsibility for preparing the financial statements of the Group on a going
concern basis with the support from the Finance Department. The financial statements of the Group for the
year ended 31 March 2006 have been prepared in accordance with Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards 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.

A statement of the reporting responsibilities of the Company’s external auditors is included in the Auditors’
Report on page 49.

During the year, the auditors’ remuneration in relation to statutory audit work of the Group amounted to
HK$1.71 million of which a sum of HK$1.43 million was paid to the Group’s principal external auditor, Ernst &
Young (“EY"). The remuneration for EY and its affiliated firms, for services rendered is broken down below :-

ERETEZRZNRESTE

ERESEBRRBEESETESFRIZHETTA - HEEREE EHRA
& LR ARERETERRIHHRETA—HK - KRFIRSE %f’ﬁ.ﬂﬂ
EMRER  EREFNFA-EETRETRAMHENEHES o A
EETAEBMEINTHREFEEAH —EAREEARL Jﬂ%‘f IR
ZIEN AR ERREMEEARRE

IISER R INER A

EEABMAEA BB R T AR EC S EEREA BB RENWEL -
AEEBE _TTANF=A=1+—ALFENVBEREXDBRESSSA
REBPHHBEBHBERERNAREEGTERRE BELREHRA
REBRRDEPINRERTE MRS

RRRSNEZEAD ) PR E EEBHNFEIOENREEIRER -

FA - AREFUAEES TEMN TOZBEMESSE®1.71887T
EAE1A3F BN TAKEN T 2INEREM LK G FHEE T
(T&K]) - LK EEBBLRMEEORBHESNWT

Audit services F&t iR

HK$ million B¥H&ET

1.43

Non-audit services FEZ& 5t IRT5
Tax representative services F IR & RS 0.23
Interim result review services R 8 3 45 2 B iR 7% 0.18
Connected transaction review services #8i# 32 5 & B R % 0.09
Total #45t 1.93
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Communication with Shareholders

The Group’s information is disseminated to shareholders in a timely manner through a number of formal
channels, which include annual and interim reports, published announcements, press releases and shareholders’
circulars. The Company’s website is maintained up-to-date to disseminate information to further promote
effective communication.The AGM is the principal forum for formal dialogue with shareholders, where the
Board including the Chairman and external auditors are available during the AGM to answer questions raised
out from shareholders.

Corporate Transparency and Investor Relations

The Group strictly adheres to practices that promote and maintain transparency. The Company’s website,
www.bossini.com has been constantly updated in order to provide the investors and the public with

timely information about all aspects of the Company. The Company also holds regular press conferences
and meetings with financial analysts and investors, at which the Company’s management directly provides
relevant information and data to media, financial analysts, fund managers and investors, as well as answers
their queries. The Company’s management also attends overseas roadshows to meet and communicate with
fund managers and institutional investors to enable them to have a better understanding about the business
performance of the Group.
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Management discussion and analysis B E 5T &2

Export franchising and the Mainland China business form our dual growth engines

HASFFEERTBRAEEZBRAEEMAERE N ZIR

Financial Performance

During the year under review, the retail market in the Asian region faced an uncompromising operating

environment that was marked by much intensified competition, continuous interest rates hikes, unseasonable E
weather and rising accommodation costs. The market competitiveness of the Group’s product and overall 2%

=
performance were thus diminished. =

A

During the period under review, the Group’s consolidated turnover rose 9% to HK$2,200 million (2005:
HK$2,017 million). Gross profit grew 3% to HK$1,025 million (2005: HK$998 million), representing a gross
margin of 47% (2005: 49%). Operating profit was HK$140 million (2005 restated: HK$225 million), representing
an operating margin of 6% (2005 restated: 11%). Profit for the year attributable to equity holders recorded a
negative growth of 42% to HK$105 million (2005 restated: HK$181 million).

BB RE

REEFA - EMENTEXRERERE — TSRFEBER  BOFELT RARETE - RS L -
AEERSET - HEMBF O RBEBEHRTEIRHAIL -

Management discussion and analysis B2 &

AEIEHIN - NEERAEEE L% EEK22.00ET (ZTTRF  BE2017E7T) - BAER3I%EAE
10251870 (ZZZRHF - BH%9.9818L)  EFMERELAT% f?jﬁi 49%) ° FRZEERFEBE1.40ET
(ZZETRFEY : BH2.25ET) - aumllﬁi,%e% (ZZZRFEY  1%) - BmHa ARGEENG NG
42% BB REZEHE 05EL (ZETRFEY - A%1.81ET) -
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Management discussion and analysis &2 [& & & K247

Operating Efficiencies =B W

Same store sales posted a negative growth of 5% (2005: 11% growth) during the year under review. At the BIEFANZREHEHEES %EER (ZTTRF - 11%ER) - Hit
same time, the Group experienced pressure on operating costs, in particular the rental expenses which rose R - MISEMAETBERRTBIREASYIE  SRENAFEZR -
considerably in the year under review on the expectation of a revival of the property market and the expected T UESEYAE  ELERARMEMELLENI% (TEERE
influx of visitors to Hong Kong. Total operating costs increased to 41% of total revenue (2005 restated: 39%). =5 39%) o

Operating Cost Analysis % 38 B 2~ 2 #f

2006 2005 (restated)
ZEERF —ETRF (MR
HK$ million % of total revenue HK$ million % of total revenue Change
BYEEERT {hAE % BEEET 148 SR % 23+
Revenue % ¥%8 2,200 100% 2,017 100% +9%
Selling and distribution costs 5% K& % #5524 661 30% 575 28% +15%
Administrative expenses 1TEf% 202 9% 179 9% +13%
Other operating expenses H i & E [ 39 2% 37 2% +4%
Total operating expenses # & Ep % 902 41% 791 39% +14%
Business Review e 4
Network Expansion RBER
The Group added a total of 241 new outlets in the year under review. As at 31 March 2006, the total number REBREEFASHIER241BER  RZTETRF=ZA=1T—H0 2K
of outlets worldwide reached 1,068 (2005: 827), of which 521 (2005: 409) were directly managed outlets and JEAIAEENE, 068/ (ZZTRF : 827f) - HPBHEL21M (ZEZRF -
547 (2005: 418) were franchised outlets. 409f) EEEBEMNGATHE (ZZTRF : 418M) Hir &5 -
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In terms of geographical reach, the Group added 70 directly managed and 81 franchised outlets in Mainland
China; 37 directly managed outlets in Taiwan; 3 directly managed outlets in Malaysia; 1 directly managed outlet
each in Hong Kong and Singapore, and 48 franchised outlets in other countries, mainly in the Middle East,
Thailand and Indonesia.

Consequentially, the total retail floor space increased by 16% to 631,100 sq. ft. (2005: 542,700 sq. ft.) as at
31 March 2006.

Brand Development and Corporate Responsibilities

During the period under review, the Group took the lead to join hands with 16 retailers to foster one of the
largest retail alliances in the region, including Hong Kong, Mainland China, Singapore and Taiwan. The alliance
launched collaboratively a campaign entitled “bossini — surprises around the world” with the aim of uniting
retailers around Asia and promoting the retail industry and tourism in Hong Kong and abroad. As a responsible
corporate citizen, the Group procured donation of approximately HK$1 million in total, partly from sales
generated from the promotional campaign to UNICEF for charity purposes.

BOSSINI INTERNATIONAL HOLDINGS LIMITED

BWESMTE  ARBERPEAEEGN7OMEREREH L HEFTFEE
JES - A RS RIEED BIFTERI7TM M EEEIREM - MBS RN
BEINEERERER - YN EMBRIE 4IRS - TEE&T
ERR - FREREESH

TEEEBEHEAEINES T  AEER-_ZZF=A=1+—H
NESEEMEER EFEEINI6%E631,100FFR (ZZZTHF
542,700F /5 R) -

mEhRRBEEREE

REBESA  AEEXBREFRANE  BRETAKEERMERE - AKEEN
EARANBEMETEMREE—  TEMERSE - hEKRE  #HI0E
NaEmit ST —IEER [bossiniZBEMtH R | e ERLE -
LR MtETERNBE £ PHPE BRI TEXERIKEED
B A EEEEERNLELR  AEEEHEK 1008 TEE
BABERERESE (UNICEF) FRAERE - AP B [bossiniZE R ]
STEIPTSEEERA -

BREBREERRAR

) &aEin

B

Management discussion and analysis &£ [E

21




= i B 3 AT

A

Management discussion and analysis & % g

Review of Operations & & 0] &
Regional performance analyses &t ERR 2 54

Hong Kong Mainland China Taiwan Singapore Malaysia Total
BB B K BE = bk BRAE 5
2005 2005 2005 2005
(restated) (restated) (restated) (restated)
For the year ended 31 March 2006 —ETZEHF 2006 2005 Change 2006 —FZh45F Chang 2006 —ZZH4F Change 2006 2005 Change 2006 —£ZHF Change
BE=A=1+—HIFE —EEAF (EHIIR) ZREAF _TTOF B —BBXE (IR B —BBXE (EFNIIR) g —BBXE —_TTAF B —BBXE (FHIIR) 4y
Retail 2&
Net retail sales (in HK$ mn)
TEFHER (BBEET) 815 803 +1% 351 331 +6% 379 348 +9% 200 191 +5% 1 - N/A 1,746 1,673 +4%
Operating profit/loss) (in HK$ mn)
EEREF / (B18) (BEEET) 51 97 -47% 9) 9 N/A (10) 18 N/A 19 23 -17% 1 - N/A 50 147 -66%
Operating margin (%)
LERFIE (%) 6% 12%  -6%pts -3% 3% -6%pts -3% 5% -8%pts 10% 12%  -2%pts -100% N/A N/A 3% 9%  -6%pts
Retail floor area (sq. ft.) (a)
TEBEEE (FAR) @) 111,400 112,000 -1% 307,300 276,400 +11% 176,000 124,100 +42% 32,000 30,200 +6% 4,400 - N/A 631,100 542,700 +16%
Net sales per sq. ft. (in HK$) (b)
BEHFRFHERE (B%)b) 7.300 7,700 -5% 1,200 1,300 -8% 2,500 2,800 -11% 6,400 6,600 -3% 1,100 - N/A 2,900 3,300 -12%
Same store sales growth (c)
FAEHERER (0 -5% +11% -16%pts -9% +11% -20%pts 1% +6% -17%pts +3% +12%  -9%pts N/A N/A N/A -5% +11% -16%pts
No. of outlets
JEEE 33 32 +1 344 274 +70 112 75 +37 29 28 +1 3 - +3 521 409 +112
Franchise #3F &%
Sales (in HK$ mn)
HERE (BEET) 291 218 +33% 110 97 +13% N/A N/A N/A N/A N/A N/A N/A N/A N/A 401 315 +27%
Operating profit (in HK$ mn)
giEns (BEaET) 86 65 +32% 15 23 -35% N/A N/A N/A N/A N/A N/A N/A N/A N/A 101 88 +15%
Operating margin (%)
LERTIE (%) 30% 30% 0%pt 14% 24% -10%pts N/A N/A N/A N/A N/A N/A N/A N/A N/A 25% 28%  -3%pts
No. of outlets
JEEHE 263 215 +48 284 203 +81 N/A N/A N/A N/A N/A N/A N/A N/A N/A 547 418 +129

Consolidated %&

Regional total EiF#& 5t
Sales (in HK$ mn)

HER (B¥aEr) 1,130 1,035 +9% 490 443 +11% 379 348 +9% 200 191 +5% 1 - N/A 2,200 2,017 +9%
Operating profit / (loss) (in HK$ mn)

EERA / (BE) (BEEET) 125 151 -17% 7 33 -79% (10) 18 N/A 19 23 -17% (1) - N/A 140 225 -38%
Operating margin (%)

EEHENE (%) 1% 15%  -4%pts 1% 7%  -6%pts -3% 5%  -8%pts 10% 12%  -2%pts -100% N/A N/A 6% 11%  -5%pts
No. of outlets

e 33(d) 32(d) +1 628 477 +151 112 75 +37 29 28 +1 3 - +3 1,068 827 +241
Notes:

(a) As at 31 March ®=A=+—H

(b) On weighted average basis At F15 &%

(c) Same store sales growth is the comparison of sales of the same stores having full month operations in comparable periods [F]/& #% 2E% & AA8[F & A LLEEIA 55 A 1) 2 S E FE L
(d) No. of export franchised outlet is not included &I H PV FFAZ 4 5 4
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Key Operations Breakdown and Analyses

Headquartered in Hong Kong, the Group operates on a global platform. The turnover composition
remained unchanged with Hong Kong maintaining its position as the Group’s major source of revenue and
accounting for 52% (2005: 52%) of the total sales. It was followed by Mainland China, which accounted for
22% (2005: 22%) of the total sales, and Taiwan and Singapore, which accounted for 17% (2005: 17%)
and 9% (2005: 9%), respectively.

Hong Kong

Retail and export franchise businesses continued to be the major revenue sources generated from the Hong
Kong market. During the year under review, total revenue from Hong Kong rose by 9% to HK$ 1,130 million
(2005: HK$1,035 million). Retail and export franchise sales accounted for 37% and 13% as a percentage of the
Group's total sales respectively (2005: 40% and 11%, respectively). Export franchising accounted for a
higher percentage on the back of strong sales growth momentum.

A sense of optimism pervaded the retail sector in the anticipation of the influx of tourists and the
potential economic infusion in early 2005. The forecast of this development, however, never fully
materialized, and the economy produced mixed messages that created a challenging environment for the
sector as the year progressed. While the Group faced intense competition in the Hong Kong apparel retail
market, it also had to contend with negative economic influences such as interest rate hikes and rising
energy prices which contributed to the dampening of consumer sentiment. Additional challenges included
rising rental costs and sluggish demand for apparel due to unseasonable weather conditions, which
necessitated the running of cutthroat promotions to expedite inventory turnover.

Owing to the inhospitable market climate, the Group employed a cautious approach to expansion and
opened a new directly managed outlet in Hong Kong, bringing the total to 33 outlets (2005: 32). The total
retail floor area, amounting to 111,400 sq. ft. (2005: 112,000 sqg. ft.), was relatively stable as compared

to that of previous year. Retail sales grew 1% to HK$815 million (2005: HK$803 million). Same store sales
recorded negative growth of 5% (2005: 11% growth). Operating profit declined 47% to HK$51 million
(2005 restated: HK$97 million), equivalent to an operating profit margin of 6% (2005 restated: 12%).

The export franchise business continued to be a bright spot for the Hong Kong market. Revenue growth
remained very strong at 33% with an addition of 48 franchised outlets to 263 (2005: 215). Total revenue
reached HK$291 million (2005: HK$218 million), generating operating profit of HK$86 million (2005
restated: HK$65 million) with a 30% operating profit margin (2005 restated: 30%). This encouraging
performance partially compensated for the slump of the Hong Kong retail business. The Middle East
continued to account for the major source of export franchise sales with an addition of 14 outlets, while
the Group’s relatively new markets, namely Thailand and Indonesia, grew at a much faster pace than
overall division with additions of 13 and 18 outlets, respectively. The Group established presence with 1
outlet each in Myanmar and Nepal for its export franchise business.

The overall operating profit for Hong Kong decreased 17% to HK$125 million (2005 restated: HK$151 million),
and operating margin declined to 11% (2005 restated: 15%).
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Strong emphasis will be placed on our trio focuses: product, Mainland China market, people

ARR=ZAREBREH  Em

Mainland China

The Mainland China market is pivotal to the Group’s continued success. To date, the Group has opened directly
managed outlets in 9 first-tier cities and franchised outlets selling the “bossini” and “sparkle” brands in more
than 100 second and third-tier cities. The Group has also launched a higher-end “bossini style” product line to
tap opportunities in the middle to upper market segments in Mainland China.

The Group’s network in Mainland China was comprised of 344 (2005: 274) directly managed outlets and 284
(2005: 203) franchised outlets, bringing the total number to 628 (2005: 477). Total retail floor area as at
31 March 2006 reached 307,300 sq. ft. (2005: 276,400 sq. ft.), which represented an increase of 11% over
that as at previous year end.

For the directly managed network, 225 (2005: 177) were “bossini” outlets and 119 (2005: 97) were “sparkle”

outlets. For the franchise network, 209 (2005: 160) were “bossini” outlets and 75 (2005: 43) were “sparkle” outlets.

Sales in Mainland China rose 11% to reach HK$490 million (2005: HK$443 million), of which sales from
directly managed outlets and franchised outlets grew by 6% and 13%, respectively, to HK$351 million (2005:
HK$331 million) and HK$110 million (2005: HK$97 million), respectively. The sales revenue from directly managed
and franchised outlets in Mainland China as a percentage of the Group’s consolidated turnover were 16% (2005:
16%) and 5% (2005: 5%), respectively, the same as that of the previous year. Same store sales for the retail
business in Mainland China recorded a negative growth of 9% (2005: 11% growth).

Sales for the “bossini” and the newly introduced “bossini style” line continued to expand progressively.
Nevertheless, 2005 saw a dramatic increase in apparel supply for the mass market and the fast penetration of
local players led to intense competition in the mass casual wear sector. Sales of sparkle which positioned in
this segment was especially affected.

In light of the keen competition and the unseasonable weather, the product competitiveness of the Group
was notably discounted, which led to a significant decline in profitability of the Mainland China operations. The
Group recorded an operating profit of HK$7 million for 2005/2006 (2005: HK$33 million) in Mainland China
with an operating profit margin of 1% (2005: 7%).
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Taiwan

The Group’s Taiwan operation underwent considerable expansion in the year under review, adding 37 new
outlets. The network comprised 112 (2005: 75) directly managed outlets as at 31 March 2006 with an increase
of 42% in total retail floor area to 176,000 sqg. ft. (2005: 124,100 sq. ft.).

Sales in Taiwan rose 9% to HK$379 million (2005: HK$348 million). Market conditions were extremely
competitive and further worsened by unseasonable weather, a slowing economy, credit tightening and
weak consumer sentiment. Same store sales experienced a fall of 11% (2005: 6% growth). An operating
loss of HK$10 million was recorded (2005 restated: HK$18 million profit), mainly attributable to the greater
incremental magnitude for operating expenses than the top-line.

Singapore

Despite the widely accepted perception that the Singapore market is saturated, the region’s performance
therein was relatively consistent and stable throughout the year. There were 29 (2005: 28) directly managed
outlets in Singapore as at 31 March 2006. Total retail floor area increased by 6% to 32,000 sq. ft. (2005:
30,200 sq. ft.).

During the year under review, Singapore retail sales grew 5% to reach HK$200 million (2005: HK$191
million). Same store sales depicted an increase of 3% (2005: 12%). Operating profit reached HK$19 million
(2005 restated: HK$23 million) with operating profit margin decreased to 10% (2005 restated: 12%).

Malaysia

The Group leverages on the successful experience of the Singapore management team in the Singapore
market and opened 3 directly managed outlets in Malaysia in the year under review.
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Liquidity and Financial Resources

As at 31 March 2006, the Group’s cash and bank deposits amounted to HK$244 million (2005: HK$326 million)
including long term bank deposits of HK$16 million (2005: Nil). The Group’s current ratio stood at a healthy
level of 2.4 (2005: 2.5). Total liabilities to equity ratio was 46% (2005: 47 %).

The Group managed its inventory at a stable level. Inventory turnover was 42 days in the year under review
(2005: 39 days), a level close to that of prior year. Return on equity ratio was 18% (2005 restated: 36%).

Contingent Liabilities

The Group had certain contingent liabilities with respect to business tax on sales in Taiwan. The Directors,
based on the advice from the local tax representative of the Taiwan Branch, believe that the branch has a valid
ground to object the claim from the tax bureau in Taiwan, and accordingly, have not made any provision for
the tax claim or any potential additional profits tax liabilities as at 31 March 2006.

Human Capital

As at 31 March 2006, the Group employed full-time staff or equivalent of 4,300 in Hong Kong, Macau,
Mainland China, Taiwan, Singapore and Malaysia. It employed a performance-based remuneration system and
offers benefits such as insurance and retirement schemes as well as discretionary performance bonuses.

Outlook

The Group is leveled on an elevated horizon after two years of robust growth. It is anticipated that its any
significant leap in the future will demand for well-defined branding strategies, marketable product design,
focused product positioning, and effective facilitations for responding to its customers’ needs. Equally important
is a solid backend and supporting infrastructure integrating world-class systems and business processes, which
will optimize operating workflows, reinforce its supply chain management, strengthen inventory management
and logistic controls and expedite the market-demand-responding processes.

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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The Group expects the current market situation to continue in the coming year. To ensure a solid foundation
from which to propel long-term growth, the Group will place strong emphasis on product, Mainland China
market and people. The Group will strive to offer better products to its targeted customers, develop diligently
the lucrative Mainland China businesses, and to uphold the learning culture by offering abundance of
personal development opportunities, as well as creating a talented pool of quality staff.

In order to accommodate with the dynamic apparel retailing market and fashion trends, the Group will focus
on achieving high performance retailing standards. It will continue to deploy its efforts in responding to its
customers’ demand in a proactive manner. To further enhance and enrich its product portfolio in order to satisfy
more precisely the demand of its targeted segments, the Group will also extend and revitalize its product lines
to include new product designs or new functional fabrics.

The Hong Kong SAR Government and certain large commercial corporations have recently advocated
comfortable smart casual wear at office. The Group anticipates increasing demand for quality casual wear
and expects to benefit from this growing trend.

In light of the success of the recent licensed products, particularly the “Sesame Street” product line, which
rendered attractive cross-segmental (kids-to-adult) sales opportunities for the Hong Kong market, the Group
will consider more of these licensing opportunities of similar arrangements in this fiscal year. The Group plans
to open 5 outlets mainly in the residential area in Hong Kong to realize its strategic market penetration for
the coming year.
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Experienced a high and healthy growth period in the past three years, the export franchise business will
continue riding on its growth momentum, but is expected to enter into the next phase of moderate sales growth
at double-digit in the coming years. The Group will continue to tap opportunities into new markets. As at the
end of June 2006, there were 7 outlets in 6 cities in India. It will also enter Korea in late 2006/07. The export
franchise business is anticipated to remain as a major earnings component of the Group, and benefit from higher
margins and higher returns as it progresses along its long-term network rollout plan and capitalizes on the
economies of scale.

The Group adopts pragmatic global expansion strategies at a reasonable pace of growth. It will continue

to pursue its progressive expansion plan into the Mainland China market in view of its potentially exploding
market potential from sustained economic growth momentum and the improvement in the standard of living.
Improving measures will be implemented for the “sparkle” products to better fit into the needs of its targeted
groups. The management team remains optimistic about the medium- to long-term prospects for this fast-
growing market and plans to open 100 directly managed and franchised outlets in Mainland China in the
coming year.

The economy in Taiwan continued to be sluggish. As the outlook for the market remains uncertain in the
near future, partly due to recent political instability, the Group will ride on the existing distribution network and
minimize outlet expansion for Taiwan in the coming year.

Singapore is likely to be a steady earnings contributor going forward and the Group will open 2 more outlets
therein. It is anticipated that the stable economy and healthy consumer confidence will sustain to propel future
growth in earnings.

With our successful experience garnered in the Singapore market, the Group remains positive with the Malaysian
market and will open around 7 outlets in Malaysia in the coming year.

Achieving sustainable growth in both turnover and profit has always been a key objective for Bossini, and it
will continue to be so in the years to come. The Group’s cash position remains healthy at around HK$244
million and it has planned to invest HK$100 million on capital expenditure in the coming year. HK$20 million will
be used for upgrading the L.T. system, including the implementation of a world-class financial management
system and a warehousing management system and an upgrade of the point-of-sales system to improve
inventory management, logistic controls and facilitate faster response to market needs. In addition, HK$70
million is planned for store renovation. Furthermore, a brand-building program will be launched to revamp
the “bossini” brand in various aspects to enhance its competitiveness in the long run. The coming year

will continue to exhibit a very difficult operating environment. Nevertheless, the Group is cautious yet
optimistic about the future in medium- to long-term. The Group acknowledges the importance of operational
fundamentals and backend supporting foundations to its coming developments and believes these initiatives
will equip and prepare itself to overcome any market challenges in the future.
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Corporate culture %1t

Bossini is a learning organization that values knowledge sharing and life-long learning. It encourages BfER—HEEEKE  BRMBEHENIRN  REKFEE - BHER
employees to progress and excel every day through providing them with comprehensive on-the-job training FENEBEIFEZNE  SBHE TSR THES  BEfs -

and focused programmes. .
EEVATFHE 2 ULBAET - AEBR -T2 _FhiERER [2REZE]

the organization, creating a deep positive culture capable of continually reinforcing itself. Bossini is confident

&H I*HF LlEFEMEENSHEHE T REEREHEHRENNE
that these efforts will benefit its employees and the Group as a whole and will continue to implement them in

In developing a culture unique to Bossini, the Group issued a guideline entitled “the bossini way” in mid 2002 25 HREETHZHES  SakHRESR - L3I /RRKE G
to share with all staff its vision, mission and values. It is a framework of values that encourages productive KERE—AEEER  DEE T ETEGRENNBENSZE - BIFIFE
habits and practices of employees. We believe such a pronounced and unique corporate culture helps align NN E(LENE—AEBRETHES  FoMERES - % .
the Group’s and our staff’s vision, mission and values, thus empower the Group and its employees as a body to wrim R EERES THE—F MEE o X
advance in a consistent direction. ?ﬁ
E-ZTHNFRAR EMECHEESNEERPLEE - REIRH o
Since May 2004, Bossini has been cooperating with the Center For Effective Leadership (HK) Ltd. to provide [+EZE®| miE - $¢@g\]@mﬂzgxgﬁk BLEE(T it ehIEAs %
training for employees in the “7 Habits®". The Group’s mission is to fully implement these ideals throughout WA R R DL L E RN R EE RSN RE AR EIE o /& o
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the future.

“the bossini way” [EfgEzE ]

Vision To be the top-of-mind brand leader FES BEEEENRE  mESElfEE

Mission To create incremental value for the brand every day ... in every way fEan BRABERE A REEE

Shared Values  Employees and the company are bonded by a commitment to serve each other’s HEES ETIRAFEIHEERSE — BELNESHTET
interests in the best way possible

7 Habits® 7 Practices [tEEE®] [EAE5 %]

1. Be Proactive® 1. Face Reality 1. xPmEe 1 EHRE

2. Begin with the End in Mind® 2. Keep it Simple 2. M RIE® 2. RIFHEM

3. Put First Things First® 3. Act with the Speed of Light 3. ZHE-0® 3. mERITE

4. Think Win-Win® 4. Set Stretch Goals 4. EREH® 4. BIEEmE

5. Seek First to Understand, then to be Understood® 5. Drive Quality 5. KERC® 5. f5zKHE

6. Synergize® 6. Create and Sustain a Learning Organisation 6. mAEH® 6. %_L? g’IEﬁEF'Jiﬂiﬁ

7. Sharpen the Saw® 7. Keep the A, Nurture the B, Discard the C 7. TEEH® 7. 1RB BB BKC
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Human resources and social responsibilities A 1 &

SEREEET

We have a strong culture that advocates life-long learning

Human Resources

Bossini is committed to creating an enjoyable and fulfilling environment in which employees can unleash their
potential and succeed in their career at the Bossini family. Comprehensive training sessions from “7 Habits®"
practices, leadership development, management skills, stress relief to topics on families building were offered
to staff of all levels during the year under review to equip them with the necessary skills to move up their career
ladder and to help them develop a balanced lifestyle. Employees are also encouraged to share their success
stories via the intranet and through different experience sharing gatherings to build up a strong team that share
a common vision.

Social Responsibilities

Bossini fully embraces its philosophy to “Color Our World” by enriching peoples’ lives in different aspects. Through
diversified range of activities and events, Bossini is committed to providing a helping hand to charities both in Hong
Kong and regionally. One of the major charity campaigns was a regional fund raising program, named " bossini

- surprises around the world" . It raised HK$ 1 million in only two months for The United Nations Children’s

Fund ("UNICEF"). With the generous support from Bossini consumers, 16 reputed retail partners with over 2,000
regional outlets and renowned artists, including Hong Kong Committee for UNICEF Ambassadors Miss Gigi Leung,
Mr. Daniel Wu and Miss Karena Lam, the event was proved to be a remarkable success.

In addition to this fund-raising event, Bossini also took part in other charitable activities. In May to June 2005,
Bossini's volunteer team participated in a wall painting event for the opening of Heep Hong Society’s Special
Child Care Centre at Chun Shek, Shatin to bring more fun and encouragement to the children with special
needs. The team also coordinated different game booths for the children and parents in the opening ceremony
of Heep Hong's Chun Shek Centre. While contributing to the society via the above meaningful activities and
donations made in the year under review, Bossini will continue to exert tremendous efforts in helping the
needy, so as to become a responsible corporate citizen.
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caringcompany -

Awarded by The Hong Kong Council of Social Service
FartE RishE 8%

L 4 L F T

A Caring Company

Bossini has always pursued for creating a harmonious world and an ideal society. Our exertions received extensive
recognition and were awarded “Caring Company 2005/2006" Logo by the Hong Kong Council of Social Service
for 2 consecutive years. We are grateful for being accredited such honor and endeavor to incorporate this
caring spirit in our future contribution to society.
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Management profiles EEEFN

Executive Director

Mr. LAW Ka Sing, aged 55, is the Chairman and Chief Executive Officer of the Group. Mr. Law joined the
Group in 1991 and has over 26 years’ experience in garment manufacturing, retailing and wholesale business.
He is responsible for the overall management and strategic planning of the Group.

Ms. CHAN So Kuen, aged 46, is the Director of Finance of the Group. Ms. Chan graduated from The Hong Kong
Polytechnic University and Oklahoma City University, the United States of America, with a Master’s Degree in
Business Administration. She is also a fellow member of the Association of Chartered Certified Accountants
and the Hong Kong Institute of Certified Public Accountants. Ms. Chan joined the Group in August 2003. She has
more than 23 years’ experience in auditing, financial management and corporate finance in audit firm, travel,
household appliances, semiconductor and retail industries. Ms. Chan is responsible for the overall financial
management, corporate finance, legal, internal audit and investor relation functions of the Group. She is also
the Company Secretary and the Qualified Accountant of the Group.

Independent Non-executive Director

Ms. LEUNG Mei Han, aged 47, was appointed in September 2004, is also the Chairman of the Audit Committee
and the Remuneration Committee of the Company. Ms. Leung holds a Bachelor’s Degree in Commerce from
The University of Queensland, Australia and is a fellow member of CPA Australia. Ms. Leung is the managing
director of Somerley Limited, a firm of corporate finance advisers and a licensed corporation under the Securities
and Futures Ordinance (Cap. 571 of the Laws of Hong Kong). She has over 21 years’ experience in accounting,
securities, corporate finance and related areas. Ms. Leung is also an independent non-executive director of
Four Seas Mercantile Holdings Limited, a company listed on The Stock Exchange of Hong Kong Limited
(stock code: 374) since 1998.
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Some of the most valuable assets of Bossini rest in its team of talented staff

ERNATENETER  REMENEREEZ—

Mr. Raymond LEE Man Chun BBS, aged 35, was appointed in September 2004, is also a member of the Audit
Committee and the Remuneration Committee of the Company. Mr. Lee is the chief executive officer as well

as founder of Lee & Man Paper Manufacturing Limited, a company listed on the Stock Exchange (stock code:
2314). He holds a Bachelor’s Degree with Honors in Applied Science from The University of British Columbia,
Canada. Mr. Lee is also involved in a number of public engagements including being a standing member of the
Political Consultative Committee of Hainan, the member of Yan Chai Hospital Advisory Board, the honorary
president of the Kowloon region of the Scout Association of Hong Kong and the president of the Hong Kong
Road Safety Association. In November 2002, he was awarded the “Young Industrialist Award of Hong Kong
2002" by the Federation of the Hong Kong Industries. In addition, in November 2003, Mr. Lee was also
awarded the “2003 Hong Kong Ten Outstanding Young Persons Selection Awardee” by Hong Kong Junior
Chamber. In 2005, Mr Lee received the “Bronze Bauhinia Star” (BBS) from the Government of the Hong Kong
Special Administrative Region.

Mr. WONG Wai Kay, aged 44, was appointed in December 2004, is also a member of the Audit Committee
and the Remuneration Committee of the Company. Mr. Wong holds a Bachelor of Science Degree in Electronic
Engineering from The Chinese University of Hong Kong. He is the co-founder and chairman of City Telecom
(H.K.) Limited (" City Telecom”), a company listed on the Stock Exchange and the Nasdaq National Market
(stock code: 1137 and CTEL respectively). Mr. Wong possesses many years’ experience in telecommunications
and computer industries. He has worked at a major U.S.- listed computer company as a marketing representative
and was responsible for the marketing and the distribution of their computer products in Hong Kong from
1985 to 1989. He was also a co-founder and director of a company principally engaged in the import and
distribution of computer systems in Canada prior to the co-founding of City Telecom.

Prof. SIN Yat Ming, aged 50, was appointed in October 2005, is also a member of the Audit Committee and
the Remuneration Committee of the Company. Prof. Sin holds a Ph.D. from The University of British Columbia,
Canada. He is a director of Master of Science Programme in Marketing and a professor of Department of
Marketing in The Chinese University of Hong Kong. Prof. Sin is the fellow of The Chartered Institute of Marketing.
He is also serving as the advisor for Hong Kong Institute of Marketing.
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Senior Management

Ms. Pansy CHAU Wai Man, aged 43, is the Director of Buying and Design of the Group. Ms. Chau holds a
Higher Diploma in Fashion and Clothing Technology from The Hong Kong Polytechnic University. She joined
the Group in July 2001. She has over 22 years’ experience mainly in sales planning and buying work in leading
fashion retail chains. She is responsible for strategic product planning and buying, together with the design
functions of the Group.

Ms. Linda TAM Ling Fai, aged 39, is the Director of Sales & Marketing of the Group. Ms. Tam holds a Bachelor

of Science Degree in Management Studies and Operational Research from the University of Leeds, United
Kingdom. Joining the Group in August 2003, Ms. Tam is responsible for managing the retail sales operations
in Hong Kong and leads the general marketing functions of the Group. She has over 18 years' experience that
encompasses sales and marketing, advertising and branding. Prior to joining the Group, she held management

positions in advertising agencies as well as logistics, retail, national trading and telecommunication companies.

Mr. Simon ORR Kuen Fung, aged 35, is the Director of Production of the Group. Mr. Orr graduated from the
University of Toronto, Canada and The Hong Kong University of Science and Technology, with an Executive
Master's Degree in Business Administration. He joined the Group in April 2001. He has about 12 years’
experience in garment manufacturing and merchandising. He is responsible for the Group’s sourcing and
production activities for apparel and accessories.

Mr. LEE Suen Luk, aged 42, is the Director of Global Business Development of the Group. Mr. Lee graduated
from the University of East Asia, Macau and The University of Hull, United Kingdom, with a Master’s Degree
in Business Administration. He joined the Group in November 2003. He has about 18 years’ experience in
merchandising, buying, retail management, business development and consultancy services in leading fashion
retail chain, multinational consultancy and software companies. Mr. Lee is responsible for the Group’s export
franchise business and global market development.
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Mr. LING Tze Leung, aged 37, is the Director of Information Technology of the Group. Mr. Ling graduated
from The Hong Kong Polytechnic University and Australian Catholic University with a Master Degree in
Management. Mr. Ling joined the Group in May 2003. He has over 15 years’ experience in information
technology in prestige multi-national retailers and shipping company. Mr. Ling is responsible for the overall
strategic IT planning, IT service and project execution for the Group.

Mr. Kenny YEUNG Kam Tai, aged 44, is the Director of Human Resources of the Group. Mr. Yeung graduated
from the Macquaire University, Australia with two Master Degrees in Business Administration and Human
Resources Management. He is also a chartered fellow member of the Chartered Institute of Personnel and
Development in England and is a certified Global Remuneration Professional. Mr. Yeung joined the Group in
July 2006. He has over 20 years' experience in people management. Before joining the Group, Mr. Yeung was
the Corporate Vice President and the Vice President of Human Resources in Asia of various US Fortune 500
companies. Mr. Yeung is responsible for the overall human resources and human capital functions of the Group.

Ms. Barbara CHAN Ngan Ling, aged 39, is the General Manager of the Group’s operations in Singapore.
Ms. Chan holds a Bachelor’s Degree in Sociology from the Hong Kong Baptist University. She joined the Group
in 1994. She has over 16 years’ experience in an investment company and some leading fashion retail chains.
She has also previous experience in human resources and training. Ms. Chan is responsible for the overall
management of the Group’s business in Singapore and Malaysia.

Mr. Sanger YUEN Chi Wah, aged 37, is the General Manager of the Group’s operations in Taiwan. Mr. Yuen
holds a Diploma in Business Administration from the Hong Kong Shue Yan College. He joined the Group in 1995.
He has about 15 years’ experience in garment manufacturing and retail industries, and was previously responsible
for information systems and business project management. Mr. Yuen is responsible for the overall management
of the Group’s business in Taiwan.

Mr. Thomas WONG Kim Yin, aged 41, is the General Manager of the Group’s operations in Mainland China.
Mr. Wong graduated from the University of Wollongong, Australia and the University of South Australia,
Australia, with a Master’s Degree in Business Administration. He re-joined the Group in October 2005. He has
7 years' experience in serving Hong Kong government and about 13 years’ experience in garment and shoes
industry in Mainland China market in the areas of retail management, business development and franchise
business. Mr. Wong is responsible for the overall management of the Group’s business in Mainland China.

ANNUAL REPORT 2005/06

BFRAE  BFI75 0 AREZEAMBKES - RAEEXNFEET
REFEMNREFHAR  HHEERBLEMN - WA -ZZE=FHAMAAR
S8 RNEETERIMBAR  EERBTAFZERRRER - BAT
EREABANEE EREANMBRRERE - EAMBRRBERAE T -

BIRRAE - HF445% - AAREANERES - BLERERNBNEERE
RE  HRFEIBREERANERERELTM - HIAARBEBHTAEMN
BREBGVHFHERGERRAZERFMEESER - BAERZZETX
FLAMBALEE RASEEFBCERZO_T5LH - EMALEE
LART - BB ARZHEEERBAMLE (Fortune 500) 2 KEMDERIRAH
RANEREBE - BAl  GEEBEAEEBZEBANERRANER
THE-

BRI Z L - BHE395 » BRAKEMIMEER 2 QK12 - REER/HBEEE
RERBHRBE 2 HEBRLEN - FR—NATFMBRESR - R—FR
RAEAARSHMAERFBHECHERZOTANFLER  TEEEANERR
EITIE- BRI MRATAEAEERF KL HRAT 2 BBEBERE -

BERELE  BFI75 - RAKERBER 2 REE - REERARBHC
BENTHEEXE - FR—ANAFMBEAEE  RHBERTEXRD
MEOThFER YLAEEARAREEKREERE - B - RELAR
REBRAE 2 BEEKER -

HABRE  BFANR AARETEAEER ZALE - BREEXRR

BNAEMAZRERAAE  FEIHEEELTS BR-_ZZTRF+A

BEMBEARER  RPEAEZRXEMRESE  BERNT=F2ZEERE
EHBRLFFEEESER  YEREFBBRFLELSF - BAT > &%

BEARERPEAE 2 EREBER

##R 2005/06



Five-year financial summary AF B HRHE

A summary of the published results and of the assets and liabilities of the Group for the last five financial years,
extracted from the audited financial statements, is set out below.

NTAREEBERNEAMBEEC TR ZXE  EERAGERE - DEHSELEXMIBEERE -

Results ¥#4&

Year ended 31 March #E=A=+—HItFE 2006 2005 2004 2003 2002 L
in HK$ thousand /&% 7T (restated) (restated)

(EFHFIER) (E#5I8R)

Revenue W 2,199,515 2,016,941 1,783,418 1,691,443 1,588,473
Profit / (loss) from operating activities &ZE£#%F / (&518) 139,543 224,688 145,915 (66,065) (29,892) .
Finance costs §i& k4% (722) (635) (4,387) (6,712) (5,333)
Profit / (loss) before tax BRELATEF / (Fi8) 138,821 224,053 141,528 (72,777) (35,225)
Tax B8 (33,786) (42,908) (23,756) (1,354) 5,456

Profit / (loss) for the year attributable to equity holders
REFEAREERERN / (B8) 105,035 181,145 117,772 (74,131) (29,769)
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Assets and Liabilities EER &&

As at 31 March R=A=+—8 2006 2005 2004 2003 2002
in HK$ thousand &% ¥+ T

Total assets EEHAE 860,243 824,122 637,460 596,088 582,522
Total liabilities & f&#&E 272,822 263,084 191,775 322,330 237,334
587,421 561,038 445,685 273,758 345,188
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Report of the directors E£R#Hk&E

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

Principal activities

The principal activity of the Company is investment holding. Details of the principal activities of the principal
subsidiaries are set out in note 15 to the financial statements. There were no significant changes in the nature
of the Group’s principal activities during the year.

Results and dividends
The Group's profit for the year ended 31 March 2006 and the state of affairs of the Company and of the Group
at that date are set out in the financial statements on pages 51 to 132.

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

Summary of financial information

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

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

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

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

Pre-emptive rights

There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermuda which
would oblige the Company to offer new shares on a pro rata basis to existing shareholders.
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Report of the directors EER/HES

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

Distributable reserves

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

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

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

Purchases from the Group’s five largest suppliers accounted for approximately 39% of the total purchases for
the year and purchases from the largest supplier included therein amounted to approximately 21%. Save as
disclosed in note 33(a)(iii) to the financial statements, as far as the directors are aware, neither the directors,
their associates, nor any shareholders of the Company which, to the best knowledge of the directors, own more
than 5% of the Company’s issued share capital, had any beneficial interest in the Group’s five largest suppliers.
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Directors
The directors of the Company during the year were:

Executive directors:

Mr. LAW Ka Sing

Ms. CHAN So Kuen

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

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

Independent non-executive directors:
Ms. LEUNG Mei Han

Mr. Raymond LEE Man Chun

Mr. WONG Wai Kay

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

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

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

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

Directors’ and senior management’s biographies

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

Directors’ service contracts

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

Directors’ remuneration
The emolument policy of the employees of the Group is set up by the Board/executive directors on the basis of
their merit, qualification and competence.

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

Directors’ interests in shares and underlying shares

At 31 March 2006, the interests of the directors in the share capital and underlying shares of the Company or
its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the”SFO")),
as recorded in the register required to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”), were
as follows:
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Directors’ interests in shares and underlying shares (continued)
Long positions in ordinary shares of the Company:

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

EERROREERD Z2ER @
RARB LR Z TR

Directly Through Percentage of the
beneficially controlled Company'’s issued
owned corporation share capital
B by ) Total EARRARIEEST
Name of director s REEERES &at RAE S L EENY
Mr. LAW Ka Sing 1,063,091,098 30,000,000 1,093,091,098 69.67 BRERAE

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

Save as disclosed above, as at 31 March 2006, none of the directors had registered an interest or short position
in the shares, underlying shares or debentures of the Company or any of its associated corporations that was
required to be recorded pursuant to Section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Directors’ rights to acquire shares or debentures

Save as disclosed under the heading “Directors’ interests in shares and underlying shares” above and in the
share option scheme disclosures in note 27 to the financial statements, at no time during the year were rights to
acquire benefits by means of the acquisition of shares in or debentures of the Company granted to any director
or their respective spouse or minor children, or were any such rights exercised by them; or was the Company, or
any of its subsidiaries a party to any arrangement to enable the directors to acquire such rights in any other body
corporate.

Directors’ interests in contracts

No director had a material interest, either directly or indirectly, in any contract of significance to the business of
the Group to which the Company or any of its subsidiaries was a party during the year.
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Report of the directors EER/HES

Substantial shareholders’ interests in shares and underlying shares

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

Long positions:

FERRRRG R EERD 2 Em
RIZZRF=ZA=1t—0  ARBEREZ LB HDIF336/%
FEZEDRERMEAT @ TIATRARREHTIRALERES
HH5%sk A RS

A

Percentage of

the Company’s

Capacity and Number of ordinary issued share capital Number of share

nature of interest shares held HARRIE BT options held

Name ## S RiE=EE P&k e A e NN FifsiE IR EE B
Mr. LAW Ka Sing Directly beneficially owned

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

BRZIELEBRE 30,000,000 1.91 -

1,093,091,098 69.67 -

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

Sufficiency of public float
Based on information that is publicly available to the Company and within the knowledge of the directors, at
least 25% of the Company’s total issued share capital was held by the public as at the date of this report.

Purchase, redemption or sale of listed securities of the Company

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

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

(a)

(b)

Property leasing

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

Purchase of garments

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

Connected transactions and continuing connected transactions (continued)

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

Auditors

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

ON BEHALF OF THE BOARD

LAW Ka Sing
Chairman

Hong Kong
18 July 2006
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Report of the auditors #&EmskeEE

sl ERNST & YOUNG

% AR BB F A

To the members
Bossini International Holdings Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 51 to 132 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Company’s directors are responsible for the preparation of financial statements which give a true and fair
view. In preparing financial statements which give a true and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently. It is our responsibility to form an independent opinion,
based on our audit, on those financial statements and to report our opinion 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.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. An audit includes an examination, on a test basis, of evidence relevant
to the amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of whether
the accounting policies are appropriate to the Company’s and the Group’s circumstances, consistently applied
and adequately disclosed.
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Report of the auditors #ZEEhskEE

Basis of opinion (continued)

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming our opinion we also evaluated the overall adequacy
of the presentation of information in the financial statements. \We believe that our audit provides a reasonable
basis for our 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 March 2006 and of the profit and cash flows of the Group for the year then ended and have
been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

ERNST & YOUNG
Certified Public Accountants

Hong Kong
18 July 2006
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Consolidated income statement #&WsEE

Year ended 31 March 2006 HE-ZZXF=ZA=1+—HILFE

2006 2005
Notes (Restated)
in HK$ thousand k=3 (EFFIER) BT
Revenue 4 2,199,515 2,016,941 U=
Cost of sales (1,174,301) (1,019,259) SHE AR
Gross profit 1,025,214 997,682 EX
Other income and gains 4 16,616 18,058 E AU A Rz
Selling and distribution costs (660,924) (575,137) SHE R SHAKAR
Administrative expenses (202,424) (178,507) THRAX
Other operating expenses (38,939) (37,408) HAh 2 ER
Profit from operating activities 139,543 224,688 EEERGF
Finance costs 5 (722) (635) [ELE= VDN
Profit before tax 6 138,821 224,053 RR ¢ A s A
Tax 9 (33,786) (42,908) IR
Profit for the year attributable EREE ARG
to equity holders 10 105,035 181,145 FREF
Dividends 11 BE
Interim 28,240 28,240 HRHER
Proposed final 28,240 61,188 ek A EA
56,480 89,428
Earnings per share attributable to EZEEREEAEL
ordinary equity holders 12 BRER
Basic 6.69 centsfll 11.68 centsfll R
Diluted 6.52 centsfll 11.34 centsfll 50
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Consolidated balance sheet #4&EaER

31 March 2006 Z—ZZTRFE=A=+—H

2006 2005

Notes (Restated)
in HK$ thousand BisE (EF58R) BT
Non-current assets kRBEE
Property, plant and equipment 13 153,334 115,409 M - BEREE
Trademark 14 1,164 - B
Deferred tax assets 25 2,672 2,947 RIEFIRE =
Deposits paid 18 48,849 44,344 Bfike
Bank deposits 20 15,600 - RITFER
Total non-current assets 221,619 162,700 FERBEERE
Current assets REEE
Inventories 16 253,591 215,302 FE
Debtors 17 55,664 60,352 JFEURBR R
Bills receivable 11,973 4,064 FEWE &
Deposits paid 18 30,442 23,820 Bfike
Prepayments and other receivables 57,621 31,988 TR FRIE N H b e s BRTE
Derivative financial instruments 19 998 - PTESmMTA
Tax recoverable 35 1 AT UK B R 3R
Pledged bank deposits 20 787 - BEARITER
Cash and cash equivalents 20 227,513 325,895 e &kReEEER
Total current assets 638,624 661,422 mBEERAE
Current liabilities REBEE
Trade creditors and accruals 21 196,038 184,325 FETBR R FEATARIE
Bills payable 22,243 25,212 JER =
Tax payable 28,531 29,738 FERTE K
Due to related companies 22 23,573 7,398 FERTRAE A RIFRIR
Derivative financial instruments 19 1,153 - PTESBMT A
Interest-bearing bank loans 23 - 15,000 STERITER
Total current liabilities 271,538 261,673 mEAEEE
Net current assets 367,086 399,749 RBEEFRE
Total assets less current liabilities 588,705 562,449 BRABEBEREEAE
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2006 2005

Notes (Restated)
in HK$ thousand BisE (EF58R) BT
Non-current liabilities kRBEME
Provisions 24 583 913 B
Deferred tax liabilities 25 701 498 FEEFIER &
Total non-current liabilities 1,284 1,411 JEREaEEE
Net assets 587,421 561,038 BEFE
Equity s
Issued capital 26 156,891 156,891 BEITRA
Reserves 28(a) 402,290 342,959 G
Proposed final dividend 11 28,240 61,188 BOR RIS
Total equity 587,421 561,038 T AaE
LAW Ka Sing & E CHAN So Kuen R %15
Director % Director &%
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Consolidated statement of changes in equity &#&fEH2BHE

Year ended 31 March 2006

in HK$ thousand
BT

BE_ZTTRE=A=1+—HIFE

Issued
share
Notes capital

fiaE  BEITRA

Share
premium
account
i)
wBER

Share
option
reserve
B AR

e BRFEEe

Capital Contributed
reserve®

surplus®

BARER®

Asset
revaluation
reserve
BE
EXRTE

Exchange
fluctuation
reserve
SN &
it

Reserve

funds

Retained
profits

REERY KA

Proposed
final
dividend
B
REARR 2

Total
equity

A

At 1 April 2004
R-ZZWFEMNH—H
As previously reported

BEZTR
Prior year adjustment

EFEHE

As restated
EH5IER

Exchange realignment and total
income and expense for the year
recognised directly in equity
ER AR EENERER C FNIEmE
Profit for the year (as restated)
FRmEAMN (EFIIEKR)

Total income and expense for the year
FANEmERE
Final 2004 dividend declared
EEIR_ZTMERERE
Issue of bonus shares
BATAIR
Exercise of share options
ki tie
Share issue expenses
BITRD A
Equity-settled share option
arrangements
i E R
Interim 2005 dividend
“ETRFRHRE
Proposed final 2005 dividend
BK-ZETRFEREKRE

At 31 March 2005
R-ZZEThF=A=+—H

BE

77,146

2.4(b) =

68,229

(2,918) 99,175

324 = =

12,607

1,750

143,408

(324)

46,288

445,685

77,146

68,229

324 (2,918) 99,175

12,607

3,297

1,750

143,084

181,145

46,288

445,685

26, 28(b) 77,146
26 2,599

26 =

27 =

(68,229)

1,949

3,297

181,145

(28,240)

(61,188)

61,188

184,442

(46,288)

156,891

1,855%

1,309* (2,918)*  90,258*

15,904*

1,750*

234,801*

61,188

561,038
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Issued Share Share Asset  Exchange Proposed
share  premium option Capital Contributed revaluation fluctuation Reserve  Retained final Total
in HK$ thousand Notes capital account reserve reserve®  surplus®  reserve reserve funds® profits  dividend equity
BETT &5 RERRRE BE INERD B
fiaE  BEITRA i (B iR B BRREEY BARRY EhFE R FEERC RBEEN KRS EmeE
At 1 April 2005
RZEZRFMNA—H
As previously reported
BEZI 156,891 1,855 = (2,918) 90,258 = 15,904 1,750 236,110 61,188 561,038
Prior year adjustment
EERE 2.4(b) - - 1,309 - - - - - (1,309) - -
Opening adjustment
ERER 2.4(b) - - - (2,069) - - - - 2,069 - -
As restated
IR 156,891 1,855 1,309 (4,987) 90,258 - 15,904 1,750 236,870 61,188 561,038
Reversal of impairment losses of land and buildings
b R E TR (E B R - - - - - 10,151 - - - - 10,151
Exchange realignment
E N A - - - - - - (114) 48 - = (66)
Total income and expense for the year
recognised directly in equity
BEENERERZ FAIERAERE - - - - - 10,151 (114) 48 - - 10,085
Profit for the year
F R T = - - - - - - - 105,035 - 105,035
Total income and expense for the year
FRNERBEE = = = = = 10,151 (114) 43 105,035 - 115,120
Final 2005 dividend declared
EER-ZZETHFRAKRE = = = = - - - - - (61,188)  (61,188)
Equity-settled share option arrangements
EmmEBREL 27 - - 691 - - - - - - - 691
Interim 2006 dividend
“ERRRFRHRE 11 - - - - - - - - (28,240) - (28,240)
Proposed final 2006 dividend
Bk — T NFARHIRE 11 - - - - - - - - (28,240) 28,240 -
At 31 March 2006
RZZEZRF=A=+—H 156,891 1,855% 2,000* (4,987)*  90,258*  10,151*  15,790* 1,798*  285425% 28240 587,421
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Consolidated statement of changes in equity #REHEZ B EIHRK
Year ended 31 March 2006 #HE_ZTZ A F=A=+—HIFE

w3 These reserve accounts comprise the consolidated reserves of HK$402,290,000 (2005: HK$342,959,000) in the
consolidated balance sheet.

Notes:

(@  The capital reserve of the Group represents goodwill and negative goodwill arising on the acquisition of subsidiaries in
prior years.

(b)  The contributed surplus of the Group 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 account of the subsidiaries acquired
pursuant to the Group reorganisation prior to the listing of the Company’s shares in 1993.

(c) In accordance with the financial requlations applicable in Mainland China, a portion of the profits of a subsidiary in
Mainland China has been transferred to reserve funds which are restricted as to use.
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Consolidated cash flow statement &4BE&HhE&%

Year ended 31 March 2006 #HE-ZTEXF=A=+—HIFE

2006 2005
Notes (Restated)
in HK$ thousand k=3 (EFFIER) BT
Cash flows from operating activities EEERCZRERE
Profit before tax 138,821 224,053 BR A5 AT AN
Adjustments for: REFEE
Finance costs 5 722 635 BB B
Interest income 4 (4,773) (1,789) AMEUA
Inventory provision 6 12,487 34,645 FEEHE
Loss on disposal of items of property, HEME - WEMEFEEE
plant and equipment 6 2,573 2,982 Z BB
Fair value gains of derivative instruments PTET Az AT EKE
— transactions not qualifying as hedge, net 6 (4,939) - — TS RENR S - T
Depreciation 6 54,983 47,600 e
Equity-settled share option expense 6 691 985 s R ERERS
Impairment losses of land and buildings RirE W ERET 2 i RIETF
reversed in the consolidated income statement 4 (5,400) (8,000) BB R
Operating profit before working capital changes 195,165 301,111 HEESF AN EE R
Increase in inventories (53,716) (65,815) FEIE AN
Decrease/(increase) in debtors 3,464 (21,985) FEU AR TR A (35 40)
Decrease/(increase) in bills receivable (7,909) 118 FEURZ=ER A (35 hn)
Increase in deposits paid (11,775) (5,227) B RE N
Increase in prepayments and other receivables (26,228) (19,220) TR RRIA B H A FE U BRIEE hn
Increase in trade creditors and accruals 13,839 54,867 JEA BR R K FE AT BR TR 1S AN
Increase/(decrease) in bills payable (2,664) 15,936 FERT =R, O D)
Increase in amounts due to related companies 16,175 153 JREAS B2 2 RIFRIA G AN
Increase in derivative financial instruments 5,094 - DTSR T EIE
Decrease in provisions (330) (125) BEm
Cash generated from operations 131,115 259,813 EEEBMECEE
Interest paid (722) (635) EF A
Hong Kong profits tax paid (27,502) (15,414) ENEENGEN
Overseas taxes paid (7.148) (6,043) B DESNIE
Net cash inflow from operating activities 95,743 237,721 EBEB 2 RERAFE

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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2006 2005
Notes (Restated)
in HK$ thousand k=3 (EFFIER) BT
Net cash inflow from operating activities 95,743 237,721 BBEEK RS MAFE
Cash flows from investing activities RETZBZHEERE
Interest received 4,773 1,789 B UAILE
Purchases of items of property, plant and equipment 13 (79,397) (50,046) BEYE  KFEMZEER
Purchases of trademark 14 (1,164) - BEER
Proceeds from disposal of items of property, HEWE « BERREHEE
plant and equipment 187 507 FriS 3018
Increase in non-pledged bank deposits with SRR ESHEBA=[AZ
original maturity of more than three months AR IRATIF AL N
when acquired (15,600) -
Increase in pledged bank deposits (787) - BEMPRITFRIG
Net cash outflow from investing activities (91,988) (47,750) HEEE AL ML FE
Cash flows from financing activities RMEETBZRERE
Proceeds from issue of shares upon exercise of I?ﬂfﬁﬁﬁﬁﬁéﬁﬁé‘ﬁﬁ%ﬁz
share options 26 - 4,548 PRS2
Share issue expenses 26 - (94) ?é‘ﬁﬂx@?ﬁfi
Dividends paid (89,428) (74,528) EAIRRE
Repayment of bank loans (15,000) (20,000) BBRITER
Net cash outflow from financing activities (104,428) (90,074) BEEB 2R ML FE
Net increase/(decrease) in cash and RERBELEEEE 2FEM (BL)
cash equivalents (100,673) 99,897
Cash and cash equivalents at 1 April 325,895 225,492 A — az&%&a@%@aa
Effect of foreign exchange rate changes, net 2,291 506 INERIGRBE) 28 - FH
Cash and cash equivalents at 31 March 227,513 325,895 R=EA=t+—HzBEeRELEHEER
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Consolidated cash flow statement HZ&BRE&TER

Year ended 31 March 2006 #HE-ZZTZTAF=A=+—HIFE

2006 2005
Notes (Restated)
in HK$ thousand iz (EF5IER) BT
Analysis of balances of cash and ReRREEEBEERDN
cash equivalents
Cash and bank balances 20 208,156 274,432 & RIRITAE R
Non-pledged bank deposits with HBGRRERH B PR=EA 2 BERRITER
original maturity of less than
three months when acquired 20 19,357 51,463
227,513 325,895

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Balance sheet &EE&&%

31 March 2006 —EERF=A=+—H

2006 2005

Notes (Restated)
in HK$ thousand B (EF58R) BT
Non-current assets FREBEE
Investment in subsidiaries 15 143,162 116,421 R B AR ZIZE
Current assets REEE
Due from subsidiaries 15 212,141 270,926 FEURHT /B A R IE
Prepayments 246 210 BRI RIE
Tax recoverable - 47 B EEEN
Cash and cash equivalents 20 265 564 e &kReEEER
Total current assets 212,652 271,747 mEVEEAE
Current liabilities REBEE
Creditors and accruals 21 2,787 1,133 FEATER R K FET BRI
Net current assets 209,865 270,614 MEEEZRE
Net assets 353,027 387,035 EEFE
Equity s
Issued capital 26 156,891 156,891 BEITRA
Reserves 28(b) 167,896 168,956 ]
Proposed final dividend 11 28,240 61,188 BOR RIS
Total equity 353,027 387,035 RE1BE

LAW Ka Sing #=XRE
Director %

ANNUAL REPORT 2005/06
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Director %
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Notes to financial statements Bi#k&RHIE:

31 March 2006

2.1

—EERE=A=+—H

Corporate information

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

Basis of preparation

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

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
for the year ended 31 March 2006. The results of subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and continue to be consolidated until the date that
such control ceases. All significant intercompany transactions and balances within the Group are eliminated
on consolidation.
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

2.2 Impact of new and revised Hong Kong Financial Reporting Standards

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

year's financial statements:

HKAS 1

HKAS 2

HKAS 7

HKAS 8

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

Amendment

HKAS 40

Presentation of Financial Statements

Inventories

Cash Flow Statements

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

Income Taxes

Segment Reporting

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign Exchange Rates
Borrowing Costs

Related Party Disclosures

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

Impairment of Assets

Provisions, Contingent Liabilities and Contingent Assets
Intangible Assets

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

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

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

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

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

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

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

HKAS 24 has expanded the definition of related parties and affected the Group’s related party disclosures.
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Notes to financial statements Bif&RxMizE

31 March 2006

R

2.2 Impact of new and revised Hong Kong Financial Reporting Standards (continued)
The impact of adopting the other HKFRSs is summarised as follows:

(a)

(b)

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

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

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

HKAS 32 and HKAS 39 - Financial Instruments

Derivative financial instruments — Forward currency contracts

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

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

()

HKFRS 2 - Share-based Payment

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

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

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

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

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

The effects of adopting HKFRS 2 are summarised in note 2.4 to the financial statements.
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Notes to financial statements Bif&RxMizE

31 March 2006

R

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

(d)

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

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

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

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

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

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

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

HKAS 1 Amendment
HKAS 19 Amendment

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

Amendments
HKFRSs 1 & 6 Amendments

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

HK(IFRIC)-Int 7

HK(IFRIC)-Int 8

HK(IFRIC)-Int 9

Capital Disclosures
Actuarial Gains and Losses, Group Plans and Disclosures

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

The Fair Value Option
Financial Guarantee Contracts

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

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

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

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

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

Scope of HKFRS 2

Reassessment of Embedded Derivatives
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H
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2.3 Impact of issued but not yet effective Hong Kong Financial Reporting Standards (continued)

68

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

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

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

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

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

Effect of adopting %48, 5/ 2

At 1 April 2005 R-ZEZHFEMA—H HKFRS 2 HKFRS 3*
Equity-settled Derecognition
Effect of new policies ¥TE5 < /2 share option of negative
(Increase/(decrease)) (3 0/(R2)) arrangements goodwill Total
BB ERER AT ERER
FRHERES FE35TE
in HK$ thousand FERRIEZHE =Ll Foay BT
Liabilities/equity SRR
Share option reserve 1,309 - 1,309 ERERR
Capital reserve - (2,069) (2,069) N
Retained profits (1,309) 2,069 760 R & F
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Notes to financial statements Bif&RxMizE

31 March 2006

R

2.4 Summary of the impact of changes in accounting policies (continued)
Effect on the consolidated balance sheet (continued)

(a)

Effect of adopting £R#h 2 &

2AGHBREH 2 ERME @)

(a) HHEEEERERZVE

(#&)

At 31 March 2006 R=ZZ X F=A=+—H HKAS 32#
and 39*
HKFRS 2# Recognition
Equity-settled of fair value
Effect of new policies ¥R 2 572 share option of forward
(Increase/(decrease)) (3 A0/ 2)) arrangements contracts Total
EBISEREN BEG AR E325%
EViing: £ R E395 R
in HK$ thousand EEBREZSE R/BEARZATE st BEFT
Assets EE
Derivative financial instruments - 998 998 fTESRIA
Liabilities/equity =Rl £
Derivative financial instruments - 1,153 1,153 MTESBMIE
Share option reserve 2,000 - 2,000 TR
Retained profits (2,000) (155) (2,155) REBEF
998

# Adjustments/presentation taken effect retrospectively

*  Adjustments taken effect prospectively from 1 April 2005

#  BYHEE/ZD

* RIETRFHA-HRBAR
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2.4 Summary of the impact of changes in accounting policies (continued) 2AESBREBB 2 EME @

(b) Effect on the balances of equity at 1 April 2004 and 1 April 2005 () B-—ZENFNA-—HAR-ZZEFNHA—H#ER
o) Yok
Effect of adopting £R#h 2 &
HKFRS 2 HKFRS 3*
Equity-settled Derecognition
Effect of new policies #TERK < 572 share option of negative
(Increase/(decrease)) (32 A0/ ) arrangements goodwill Total
A ERER BB ERER
B2 EEAEEL
in HK$ thousand EEBERETH REEE fst BT
1 April 2004 RZZZTWFEMA[—H
Share option reserve 324 - 324 TR
Retained profits (324) - (324) RE T
1 April 2005 R-ETREEMA-H
Share option reserve 1,309 - 1,309 TR
Capital reserve - (2,069) (2,069) NG
Retained profits (1,309) 2,069 760 REEF
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

2.4 Summary of the impact of changes in accounting policies (continued) 2ABTBRBBZHENEw
(c) Effect on the consolidated income statement for the years ended 31 March 2006 and (c) HEZE-ZEEAER-ZFSZTRF=A=1+—HILE
2005 ERERaRk2EE

Effect of adopting R4, /2

HKAS 32#
and 39*
HKFRS 2# Recognition
Equity-settled of fair value
share option of forward
Effect of new policies ¥R 2 572 arrangements contracts Total
BREMBEREN BESHERE25
F25EER R EE395% +HER
in HK$ thousand BEBERERYE  ERARZATE 5t T
Year ended 31 March 2006 BE_ZTF=-A=1+—HIFE
Increase in administrative expenses (691) - (691) TR 2 2 S0
Increase in other operating expenses - (155) (155) Hfth &R % < 1200
Total decrease in profit (691) (155) (846) S RE D 4a
Decrease in basic earnings per share (0.04 centfll) (0.01 centfll) (0.05 centflll) SRERRFHD
Decrease in diluted earnings per share (0.04 centflll) (0.01 centfll) (0.05 centflll) SREERFHD
Year ended 31 March 2005 BE_ZTRE-A=-1+—ALHFE
Increase in administrative expenses (985) - (985) TR X3
Total decrease in profit (985) - (985) AR s
Decrease in basic earnings per share (0.06 centflll) - (0.06 centflll) BRERBAHD
Decrease in diluted earnings per share (0.06 centfllr) - (0.06 centflll) BREEERNRD
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2.5 Summary of significant accounting policies

Subsidiaries
A subsidiary is an entity whose financial and operating policies the Company controls, directly or indirectly,
so as to obtain benefits from its activities.

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

Goodwill

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

Goodwill previously eliminated against the consolidated reserves

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

Impairment of assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than inventories, deferred tax assets, financial assets and goodwill), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is calculated as the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs to sell, and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets,
in which case, the recoverable amount is determined for the cash-generating unit to which the asset belongs.
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31 March 2006 —ZEZF=H=+—H

2.5 Summary of significant accounting policies (continued)

Impairment of assets (continued)

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

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used to determine the recoverable amount of that asset,
however not to an amount higher than the carrying amount that would have been determined (net of any
depreciation/amortisation), had no impairment loss been recognised for the asset in prior years. A reversal
of such impairment loss is credited to the income statement in the period in which it arises, unless the asset
is carried at a revalued amount, in which case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued asset.

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

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

(b) the party is an associate;

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

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

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

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

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

Property, plant and equipment and depreciation

Property, plant and equipment, other than software under development, are stated at cost or valuation less
accumulated depreciation and any impairment losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs of bringing the asset to its working condition
and location for its intended use. Expenditure incurred after items of property, plant and equipment have
been put into operation, such as repairs and maintenance, is normally charged to the income statement in
the period in which it is incurred. In situations where it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic benefits expected to be obtained from the use of an item
of property, plant and equipment and where the cost of the item can be measured reliably, the expenditure
is capitalised as an additional cost of that asset or as a replacement.

The revaluation reserve arising from the revaluation of property, plant and equipment is realised and
transferred directly to retained profits on a systematic basis, as the corresponding asset is used by the
Group. The amount realised is the difference between the depreciation based on the revalued carrying
amount of the asset and the depreciation based on the asset’s original cost. If the total of this reserve is
insufficient to cover an impairment loss, on an individual asset basis, the excess of the deficit is charged to
the income statement. Any subsequent revaluation surplus is credited to the income statement to the
extent of the deficit previously charged. On disposal of a revalued asset, the relevant portion of the revaluation
reserve realised in respect of previous valuations is transferred to retained profits as a movement in reserves.
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31 March 2006 —ZEZF=H=+—H

2.5 Summary of significant accounting policies (continued)

Property, plant and equipment and depreciation (continued)

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

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

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

Motor vehicles 15% to 33%

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

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

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

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

Intangible assets (other than goodwill)

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

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

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is the lessor, assets leased by the Group under operating
leases are included in non-current assets and rentals receivable under the operating leases are credited to
the income statement on the straight-line basis over the lease terms. Where the Group is the lessee, rentals
payable under such operating leases are charged to the income statement on the straight-line basis over
the lease terms.

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

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

Financial assets
Applicable to the year ended 31 March 2006:

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

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

Financial assets at fair value through profit or loss

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

Loans and receivables

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

ANNUAL REPORT 2005/06

25X ESHHEME @

ERMEE
BRARBE_ZTENE=A=1+—HIFE :

BREEBSTENFEIREEAZEHEES D BRRAT
ERERRIIRZEREE - ERMEWRFR - HEZIHA
ZERERAIREEZ SREE (WER) - ESREENIGHE
REF - IR QAT EEN (IR A FERERRIR 2R
B)ERRERXZEME - ENLRERE  ~EEETES
BMEEZNR  YEAFMEEZIBAT E£REEREHN
mAREE -

NERNTABERLESREE BRI HATTEETH
R RHANAEEAERERECRY - UERSTAEE
S E R EERBMST 2 RALEHBEDEHE
NRXNEEZEREERS °

BAFEREREIIRS B EE

IIVEREE B 2 @B E A TRAFERBERIIK 228
BE| B HMERESREEZTZENAERHIALE -
AP ARERE - RIFMTAETARERRBEREHATA &
AITRSIMERHEER & - FHEEBERE 2 BR ARG RTHER -

B R EWRTR

B N WK IR R TR BB 2 T35 L b S R (B M < SRR B E 3k
AUBEZIFTESRTE - FHEEERERNZL - L
B AT E - B e E B RN B UGRIE & L FER SOR E
B ARBEEIHBREERSRTHER -

F4k 2005/06



2.5 Summary of significant accounting policies (continued)

Financial assets (continued)

Fair value

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

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

Assets carried at amortised cost

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

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

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

Assets carried at amortised cost (continued)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Inventories

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

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of resources will be required to settle the obligation, provided
that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at the
balance sheet date of the future expenditures expected to be required to settle the obligation. The increase
in the discounted present value amount arising from the passage of time is included in finance costs in the
income statement.

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

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

Deferred tax is provided, using the liability method, on all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences except:

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

o in respect of taxable temporary differences associated with investments in subsidiaries, where the
timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.
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2.5 Summary of significant accounting policies (continued)

Income tax (continued)

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

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

o in respect of deductible temporary differences associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and future taxable profit will be available against which the temporary
differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Conversely, previously unrecognised deferred tax assets are reassessed at
each balance sheet date and are recognised to the extent that it is probable that sufficient future taxable
profit will be available to allow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted
or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.
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2.5 Summary of significant accounting policies (continued)
Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

(a)

from the sale of goods, when the significant risks and rewards of ownership have been transferred to
the buyer, provided that the Group maintains neither managerial involvement to the degree usually
associated with ownership, nor effective control over the goods sold;

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

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

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

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

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

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

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

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

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits within the
equity section of the balance sheet, until they have been approved by the shareholders in a general meeting.
When these dividends have been approved by the shareholders and declared, they are recognised as a
liability.

Interim dividends are simultaneously proposed and declared, because the Company’s memorandum of
association and bye-laws grant the directors the authority to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when they are proposed and declared.

Employee benefits

Share-based payment transactions

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

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

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

Employee benefits (continued)

Share-based payment transactions (continued)

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

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

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

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

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

Paid leave carried forward

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

Employee benefits (continued)

Employment Ordinance long service payments

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

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

Pension schemes

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

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

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

Employee benefits (continued)

Pension schemes (continued)

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

The employees of the Group’s subsidiaries which operate in Mainland China are required to participate in a
central pension scheme operated by the local municipal government. These subsidiaries are required to
contribute a certain percentage of their payroll costs to the central pension scheme. The contributions are
charged to the income statement as they become payable in accordance with the rules of the central
pension scheme.

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

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

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

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid investments which are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash management.

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

Foreign currencies

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

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

For the purpose of the consolidated cash flow statement, the cash flows of overseas subsidiaries are translated
into Hong Kong dollars at the exchange rates ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout the year are translated into Hong Kong dollars at
the weighted average exchange rates for the year.

Segment information

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

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

3. 7EER @

Geographical segments 35 2 38
The following tables present revenue, profit and certain asset, liability and expenditure information for the TREJAEENEBZE-_TENFR-ZTAF=A=1T—
Group's geographical segments for the years ended 31 March 2006 and 2005. AltFEERME Bz W B ERETEE - BERFX
Group & H Hong Kong Mainland China Taiwan Singapore and Malaysia Consolidated
B SETN =y FTANSE K 55 2R P an SN
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
(Restated) (Restated) (Restated) (Restated)
in HK$ thousand 7% F 7T (B (B (B (B3R
Segment revenue
par LG
Sales to external customers
HE THNEEE 1,129,195 1,034,644 489,491 442,863 379,404 348,328 201,425 191,106 2,199,515 2,016,941
Other income and gains
H AW A Klam 6,684 8,585 1,416 4,456 3,657 3,132 86 96 11,843 16,269
Total
#Et 1,135,879 1,043,229 490,907 447,319 383,061 351,460 201,511 191,202 2,211,358 2,033,210
Segment results
DR 122,368 151,018 6,524 31,873 (11,450) 17,469 17,328 22,539 134,770 222,899
Interest income
MEUA 4,773 1,789
Profit from operating activities
EEER RN 139,543 224,688
Finance costs
BEKA (722) (635)
Profit before tax
R A AT A 138,821 224,053
Tax
s (33,786) (42,908)
Profit for the year
FRE A 105,035 181,145
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Segment information (continued)

Geographical segments (continued)

Group & &

in HK$ thousand j&# T 7T

Hong Kong

B

Mainland China

Taiwan

A AR &

3. 7EER W
9 5 58 ()

Singapore and Malaysia

03 K% 5 2R P 35

Consolidated

-
oN=)

2006

2005

2006 2005 2006

2005 2006 2005

2006

2005

Segment assets

NEEE

Unallocated assets

AOBEE

Total assets

REE

Segment liabilities
nEEE

Unallocated liabilities
KA EE

Total liabilities
BEE

Other segment information
HihH%aEH
Capital expenditure
VNG
Depreciation
nE
Loss on disposal of items of
property, plant and equipment
HEME - BERREER 2B
Inventory provision
FERE
Impairment losses of land and
buildings reversed in the

consolidated income statement

KRR ERET 2 3%
BFRERBEE

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

REESfLFEHT 2 L
REFRAERBERL

424,974

435,813

235,443

236,076 124,743

97,222 72,376 52,063

134,942

115,698

75,033 74,826 27,785

21,299 5,830 6,025

30,104
22,052

679

2,918

(5,400)

(10,151)

19,694
16,872

2,176
10,004

(8,000)

17,340 21,650 24,697

18,975 16,612 9,257

1,264 725 593

7,287 9,758 2,126

4,717 8,420 3,985

10,374 4,699 3,742

81 37 =

10,480 156 4,403

857,536

2,707

821,174

2,948

860,243

824,122

243,590

29,232

217,848

45,236

272,822

263,084

80,561
54,983

2,573

12,487

(5.,400)

(10,151)

50,046
47,600

2,982
34,645

(8,000)

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

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

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

Wi~ AW AR KRS
Yeas (TRENARSEE 2 S50 DGR EERAmTIIRZEE
BHEBEHERIRMERBAE < EE  ETBREEAREZ

Yas - HAb A Rz 2T

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

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

ARAFABBER ZRITERBELFE
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6. Profit before tax
The Group’s profit before tax is arrived at after charging/(crediting):

Group £

6. PBR¥LAD A
REEZBBATEFIEMNG GEA) THEE

2006 2005
(Restated)
in HK$ thousand (EFER) BT T
Cost of sales SHE AR
Cost of inventories sold 1,161,814 984,614 BHEEZHA
Inventory provision 12,487 34,645 FEEE
1,174,301 1,019,259
Staff costs (including directors’ remuneration — note 7) BETXA (BIEEEMNE — A7E7)
Salaries and wages 317,902 281,912 FehIE
Equity-settled share option expense 691 985 i E RN
Pension scheme contributions 17,241 12,731 RINE B
Less: Forfeited contributions - (884) R R
Net pension scheme contributions (note a) 17,241 11,847 RINEFTHENFHR (Fata)
335,834 294,744
Depreciation 54,983 47,600 e
Minimum lease payments under operating leases: KERE TRIEBEMNRK
Land and buildings 264,901 230,839 T REF
Contingent rent of retail shops and department stores 53,368 50,415 TEEHREERAT ZHAEE
Plant and machinery 732 289 B A
Auditors’ remuneration 1,890 1,561 ZERRT BN &
Loss on disposal of items of property, plant and equipment 2,573 2,982 HEYZ - WERRERE 2R
Foreign exchange differences, net (3,873) (8,511) INE R RS - FHE
Net rental income (104) (421) MW AFHE
Impairment losses of land and buildings reversed in RirE W RET 2 i REFREEERD (D)
consolidated income statement (note b) (5,400) (8,000)
Fair value gains of derivative instruments PTET ARz AT EKE
— transactions not qualifying as hedges, net (4,939) - — TREEREFEBNRS - FH
Notes: BsE

(@) Asat 31 March 2006, forfeited contributions available to the Group to reduce its contributions to the ORSO
Scheme in future years amounted to HK$512,817 (2005: HK$178,000).

(b)  The impairment losses of land and buildings reversed in the consolidated income statement was included in
“Other income and gains” on the face of the consolidated income statement.

BOSSINI INTERNATIONAL HOLDINGS LIMITED

(@) RZZETAF=A=1+—8  REBERERERFERZERNKRT
SR 2 ORI R AE 512,817 (CZEZTRE : #1178,000

JT) °

(b) MERE KRRz i REFREEERRLC BIEERS K
RZHMBARKZEIA -

EMEEREBERAT 93



94

Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

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

Kong Companies Ordinance, is as follows:

Group & &

7. EEME
BIEEMARBEESATENF16 ERERBEZAFEES
Bl -

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

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

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

ANNUAL REPORT 2005/06

BB R IERENITE ERA IR 2 T4 A5 456,000
T (ZEZTRF : B¥541,0007T) °

FR - ARFAREREFAAEEREREMARSR LA
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7. Directors’ remuneration (continued)

(a)

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

7. EEME w

(a)

BYEBITES
REAREXNTFBLIFATEE 2B/ ¢

in HK$ thousand 2006 2005 BT T

Ms. LEUNG Mei Han 180 92 REMZ L
Mr. WONG Wai Kay 180 52 FHESTE
Prof. SIN Yat Ming 80 = iA=L €5
Mrs. Winnie LEUNG WONG Wing Yue - 69 REKME LT
Mr. David CHEUNG Sik Ho - 48 R ITE
Mr. Raymond LEE Man Chun - - PNEEE

440 261

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

BOSSINI INTERNATIONAL HOLDINGS LIMITED

FRYTERNBIIENTEET2HEMMES( =TT A
G ) ENBEENFAREXRREREMNS B
180,0007C (ZZEZHF : #¥92,0007T) °
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

7. Directors’ remuneration (continued)
(b) Executive directors

7. EEME

(b)

BITES

Salaries, Employee Compensation
allowances Performance share Pension for
and benefits related option scheme loss of Total
Fees in kind bonuses benefits contributions office remuneration
i - AL HARIR AR =] RIK
in HK$ thousand bk R E YW ZAEAT fERR iR STEIfER BERE A (B i< 4258 BB
2006 —ETRF
Executive directors: HITESE
Mr. LAW Ka Sing - 3,253 - - 12 - 3,265 BRESLE
Ms. CHAN So Kuen - 1,807 148 101 12 - 2,068 REBLL
Mr. Dickie FU Shing Kwan (a) - 1,693 138 101 12 - 1,944 R 55 A (a)
Ms. Pansy CHAU Wai Man (b) - 1,209 101 80 10 - 1,400 BEEZ 2+ (b)
Mr. Simon ORR Kuen Fung (b) - 870 69 80 10 - 1,029 TR 2 5t A (b)
Mr. FUNG Ping Chuen (c) = 212 - - 2 600 814 TSIRE (o)
- 9,044 456 362 58 600 10,520
2005 (Restated) —ZEThF(EHIR)
Executive directors: HITEE
Mr. LAW Ka Sing - 2,126 - - 12 - 2,138 ERESTE
Ms. CHAN So Kuen - 1,480 121 145 12 - 1,758 =BT
Mr. Dickie FU Shing Kwan = 1,320 110 145 12 = 1,587 B &
Ms. Pansy CHAU Wai Man - 1,500 125 145 12 - 1,782 BAEZEx+
Mr. Simon ORR Kuen Fung = 1,051 85 145 12 - 1,293 T2 S A&
Mr. FUNG Ping Chuen - 1,201 100 - 12 - 1,313 A2 E
- 8,678 541 580 72 - 9,871
Notes: FiE
(@) Mr. Dickie FU Shing Kwan resigned as executive director on 26 June 2006. (a) FERBEEER-ZZETRNESNAZT A BEENTE
=
(b) Ms. Pansy CHAU Wai Man and Mr. Simon ORR Kuen Fung resigned as executive directors on 12 January (b)y FAEEZZTRAEZLLEER-_TZTF—ATZA#
2006 but still remain as senior management with the Group. FHITES  ENEBREIAEEZSREEAS -
(©)  Mr. FUNG Ping Chuen resigned as executive director on 1 June 2005. () BREEEER-_ZTZEAFSA—HBHEERTES -
There was no arrangement under which an executive director waived or agreed to waive any FAWEATESZHNEXRERETAME 2LH -
remuneration during the year.
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Five highest paid employees

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

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

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

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

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

e RERIERMNME (CETRF  —R)ReFHEEFE
BRIV 2 L4 A81228,000T (ZEZTHF : A
95,0007T) °

MENFTIBEZEEHIFESEREHRBNT :

Group & &
Number of employees & E £
2006 2005
HK$1,500,001 to HK$2,000,000 2 1 75#1,500,001 T2 7%#2,000,0007T

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

BOSSINI INTERNATIONAL HOLDINGS LIMITED

FR - ARARLERREEEHIFESEBAANEERER
BMARERHARRBEAEAS T 2 ERBRE - R=F
E_F+—ALAREREER-_ZZERFOA —HHRE
BZBBREZAFEDREHBHEE - Y tkaRi
B REFARGHIEZEEZMERER -
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

Tax

Hong Kong profits tax has been provided at the rate of 17.5% (2005: 17.5%) on the estimated assessable
profits arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at
the rates of tax prevailing in the countries in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

BiE
EXRFEMRERF AR E BRI Z (G 5T FE SR m 1l AT =
17.5% (ZZFZRF : 17.5%) IR o EHE i@ TS e
a2 BB - IR BEAEREBKEEMERR 2 RA A
72 ZEXRTH  RERTHREHE -

in HK$ thousand 2006 2005 BEFT
Group REE
Current — Hong Kong REE—BH
Charge for the year 21,697 22,974 FAZH
Overprovision in prior years (324) (348) BEFERRERE
Current — Elsewhere RNEE — H [
Charge for the year 11,589 16,556 FAZH
Underprovision in prior years 365 815 BEFERENR
Deferred (note 25) 459 2,911 IRFE (ffat25)
Total tax charge for the year 33,786 42,908 FAMIAS B85

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

REAARRRERIHDMBARMERR ZEEHETE
B @ AR BRTE A s Al 2 T T8 7 Se B R BRR A R 51 5 2 T 1A B
SHER - ARGERT X BUEER ) BB X 2 H RN
S ¢

Group & E
2006 % 2005 %
(Restated)

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

operating in other jurisdictions 1,942 1.4 7,523 3.4 PR E 2 28
Adjustments in respect of current tax of BLiEE A R HAT 18

previous periods 41 - 467 0.2 {EH AR
Income not subject to tax (3.634) (2.6) (4,174) (1.9) BEFH WA
Expenses not deductible for tax 4,858 3.5 3,635 1.6 T AMER IR F
Unrecognised tax losses and temporary RIERFIAEE K&

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

11.

12.

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

10.

EEEEAELMBEELER
ERBEARRMBHRRABEE ST NE=-_A=1+—H1t
EEREEA AR BB ELER A8%54,729,0007T (ZF
TR : BW96,648,0007T) (HH3E28(b)) ©

Dividends 1. R E
in HK$ thousand 2006 2005 BETT
Interim — HK 1.8 cents (2005: HK1.8 cents) per ordinary share 28,240 28,240 FH — SRR E @R .8BIL (ZZZ R4 1.8l
Proposed final — HK1.8 cents (2005: HK3.9 cents) R AR EA — TR E AR 1.8 781l
per ordinary share 28,240 61,188 (ZZZREF : 3.980)
56,480 89,428
The proposed final dividend for the year is subject to the approval of the Company’s shareholders at the NEEHRAHBR S BEARGREAEERRAFAS
forthcoming annual general meeting. Bk - HAHEE o
Earnings per share attributable to ordinary equity holders 1. EERGEREAERLERER
The calculation of basic earnings per share is based on the profit for the year attributable to ordinary equity BRERBFTDRE L BEDTE ARG F N @B T
holders of HK$105,035,000 (2005: HK$181,145,000 (as restated)), and the 1,568,911,394 (2005: weighted 105,035,000 (ZZZ R F : B%181,145,0007T © EF
average of 1,551,467,394) ordinary shares in issue during the year. BR) MEANEBITEBA%1,568,911,394 (TR : i
F9801,551,467,3948%) 51 H o
The calculation of diluted earnings per share is based on the profit for the year attributable to ordinary FRESE B DIRE S A ER A ARG AR E AR B
equity holders of HK$105,035,000 (2005: HK$181,145,000 (as restated)). The number of ordinary shares 105,035,000 (ZEZFHF : B¥181,145,0007T © EF5
used in the calculation is the 1,568,911,394 (2005: weighted average of 1,551,467,394) ordinary shares in BR) 5T o 5T EFTR 2 LB E NARETE FRERZF])
issue during the year, as used in the basic earnings per share calculation and the weighted average number BENBETLER,568,911,394% (T ZTAHF : JIEF
of 41,323,712 (2005: 45,235,587) ordinary shares assumed to have been issued at no consideration on the ¥#01,551,467,394f%) + RBERFERIEBEITH I EIRTA
deemed exercise or conversion of all dilutive potential ordinary shares into ordinary shares. BaB N EER Rt RRMERENEEIT 2 LR MET
841,323,712 (ZZEZ R : 45,235,587K%) °
BOSSINI INTERNATIONAL HOLDINGS LIMITED EREEREE AR A
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

13. Property, plant and equipment

13. 9% BERRE

Group £=mE
Furniture,
fixtures
Leasehold and office Software
Land and improve- Plant and equipment Motor under
buildings ments machinery Bl RER vehicles development Total
in HK$ thousand T RiEF HEMELE BN #ﬂ%"*‘“ﬁ ik B B BE BT
31 March 2006 RZBBREZR
Er=F
At 31 March 2005 and RZZERFE=RA=1—H
1 April 2005: FR-ZZTRFNA—R :
Cost or valuation 82,154 247,367 11,315 92,626 4,124 - 437,586 AEREE
Accumulated depreciation 2EME
and impairment (39,820) (202,453) (2,411) (73,804) (3,689) - (322,177) KRE
Net carrying amount 42,334 44,914 8,904 18,822 435 - 115,409 REFE
At 1 April 2005, net of accumulated R-ZZTREMNA—H
depreciation and impairment 42,334 44,914 8,904 18,822 435 = 115,409 Nk 2BMERRE
Additions - 61,522 696 14,494 508 2,177 79,397 NE
Disposals = (2,444) - (276) (40) - (2,760) | H%E
Reversal of impairment during the year 15,551 = = = = = 15,551 | SERFERE
Depreciation provided during the year (2,364) (42,074) (927) (9,253) (365) - (54,983) | FRAERESE
Exchange realignment - 109 235 208 168 - 720 | ERAE
At 31 March 2006, net of accumulated KRBT F=A=+—H"
depreciation and impairment 55,521 62,027 8,908 23,995 706 2,177 153,334 Nk 2BMERRE
At 31 March 2006: R-ZERF=A=t—R:
Cost or valuation 82,154 265,073 12,369 105,733 3,988 2,177 71,494 KAESEE
Accumulated depreciation ZiEME
and impairment (26,633) (203,046) (3,461) (81,738) (3,282) - (318,160) KoRE
Net carrying amount 55,521 62,027 8,908 23,995 706 2,177 153,334 REFE
Analysis of cost or valuation: BRAERIEED T
At cost 42,154 265,073 12,369 105,733 3,988 2,177 431,494 BAKAME
At 31 July 1993 valuation 40,000 = = = = - 40,000 B—NAN=FtA=1—RAM{E
82,154 265,073 12,369 105,733 3,988 2,177 471,494
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13. Property, plant and equipment (continued) 13. % - BERSZE w®

Group £H
Furniture,
fixtures
Leasehold and office
Land and improve- Plant and equipment Motor
buildings ments machinery B RER vehicles Total
in HK$ thousand i RiETF HEMEEE B N B fE BETT
31 March 2005 RZZBZRE=A=+—H
At 1 April 2004 RZZTNFNA—R :
Cost or valuation 82,154 232,493 3,346 100,423 4,334 422,750 PR AMES (A E
Accumulated depreciation and impairment (45,455) (187,326) (1,836) (76,599) (3,759) (314,975) ZRNELRE
Net carrying amount 36,699 45,167 1,510 23,824 575 107,775 REFE
At 1 April 2004, net of accumulated depreciation RZZERFMHA—H
and impairment 36,699 45,167 1,510 23,824 575 107,775 Nk 2B ERRE
Additions - 35,278 7,948 6,667 153 50,046 NE
Disposals - (689) - (2,737) (63) (3,489) | &
Reversal of impairment during the year 8,000 - - - - 8,000 | FAREREE
Depreciation provided during the year (2,365) (35,325) (567) (9,106) (237) (47,600) | ERITERE
Exchange realignment = 483 13 174 7 677 | BERHE
At 31 March 2005, net of accumulated depreciation R-BERF=A=1+—H"
and impairment 42,334 44,914 8,904 18,822 435 115,409 Nk 2BMERRE
At 31 March 2005: RZZETRE=RA=1—H:
Cost or valuation 82,154 247,367 11,315 92,626 4,124 437,586 RAEHE
Accumulated depreciation and impairment (39,820) (202,453) 2,411) (73,804) (3,689) (322,177) ZRMENRE
Net carrying amount 42,334 44914 8,904 18,822 435 115,409 REFE
Analysis of cost or valuation: REANMESRIEEST
At cost 42,154 247,367 11,315 92,626 4,124 397,586 B AE
At 31 July 1993 valuation 40,000 - - - - 40,000 B-hN=FtRA=1+—AfE
82,154 247,367 11,315 92,626 4,124 437,586
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

13. Property, plant and equipment (continued)

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

13. 9% - BERRE @®

REE 2 T3 RABFH AR BB R F LR

At cost At valuation Total
in HK$ thousand R ANE RIGHE “aE BT T
Hong Kong 21,654 40,000 61,654 5%
Elsewhere 20,500 - 20,500 E A7
42,154 40,000 82,154

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

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

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

ANNUAL REPORT 2005/06

ETHHREFTHBLY AFEXERMGEMDBRFETA
BRARR-—AN=ZFLA=+T—HRARTEIEFREL
HEEME - B - NMNAEEE  ARAKEEAEESE
AIZE165%EB0AR ZBE M RRIF - NHAEBRIEME -
BB EREETRREMALRER ZHETIRZRE - #A
SEZ T RBFHETER -

R-ZETERF=ZA=1T—"H HAEELEFHz T RIEF
AR A BRI 2T E R EBIBRAR - AR HREAN
HEBEEHABE15,265,000 L (ZZETRF : B
19,384,0007T) °

BT REFREE B BB B EGEMKF T ERRE
ERAABEBERSEESESHFEZARAMEGXAEE
38,600,000 - 2S5+ REFZREBEBEESE
15,551,000 ERFARE LalifHERE - &Fh B
5,400,000 0 B M= Z= B0 - B’ 10,151,000 2B AR
e EESHEE -
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14. Trademark

14. B &

Group
in HK$ thousand &E BT
31 March 2006: —EEXE=A=1+—8:
Cost at 1 April 2005, net of accumulated impairment - RZEERFMA—AZAA - IR EERE
Additions — acquired separately 1,164 NE — B U
E/\— = = /\ﬁE ﬂ + E

At 31 March 2006 1,164

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

Net carrying amount 1,164

31 March 2005
At 1 April 2004:

R-EEANF=H=1—8:
BN
RIERE

RREDHE

—EERE=A=+—H
RZZEZTEMFEOA—H :

Cost - B AR
Accumulated impairment - 2FERE
Net carrying amount - REFE
Indefinite useful life BERECAFRZEE

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

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

14. Trademark (continued)

Impairment

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

ANNUAL REPORT 2005/06

14, BE @)

HAE

BREFEGFHEREIRBEERE] - NEEKbossiniF R
REBERF=ZA=+ Bz RESERREEEL LR
AR EFERERR - AEBENEAEETEHHNED
15 Z bossinifg iR (A — BB E) #1751 o KRHEENE™
B2 bossiniEERN —EERF=A=+—"HZBERBESN
HERHEE - 2 ERBER=FHUBHEFRLRER
Al FEEH R B bossiniE RN ENE 5 2 58 K& A10.3% 2 37
WEET - BE=FZRERENEM15% I RBEL R KM
B o ZIERETBBEAEBKLE 2K TSN RETFI9E
X - ERECREA EBREMGEERD ZERRREBET
8l BRI EFTE RN AERIETERRE - AR Sbossini
BRAHELRE TEEREEMNALEEZEBREEAE
BRIz BEETEEHARE A REEBYAF T KE
B e

F4k 2005/06



15. Interests in subsidiaries

Company A Al

15. Kf /B 2 B %8

BX

2006 2005
(Restated)
in HK$ thousand (EF5IER) BT
Unlisted shares, at cost 193,962 193,962 IE TR - A E
Provision for impairment (50,800) (77,541) B
143,162 116,421
Due from subsidiaries 212,141 270,926 FEUSHT B~ mIFRIE
355,303 387,347

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

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

Particulars of the principal subsidiaries are as follows:

Place of incorporation/
registration and operations

Nominal value of issued/
registered share capital

AFAEAE -

RARBRRBEE AZBBMEARFELELR 28
MEBFEESS - ZFRUMBRRFIBZEMEREREZ

TEMBARIZFHBNAT :

Percentage of equity
attributable to the Company

Principal activities

PSR R s E BE#1T/ ARz EE RATEGEBER DL TEER

Name % Direct E#  Indirect &%
Active Link Limited (note a) Hong Kong HK$7#5,000,0007T - 100 Retailing and wholesaling of garments
SAVBERAT (Hita) BB PRIR TS R #HL
Bossini Clothing Limited Hong Kong HK$AE®27T = 100 Retailing and distribution of garments
BB IR EE K8
Bossini Enterprises Limited Hong Kong HK$&#27T - 100 Retailing and distribution of garments
EBRMECEFRAF] BB RIREE K53 85

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

Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

Place of incorporation/
registration and operations

Nominal value of issued/
registered share capital

15. i B D Rl = @)

Percentage of equity
attributable to the Company

Principal activities

PSR R i BE#1T/ ARz EE ARAREERIER D FEEG

Name % Direct E#  Indirect &%
Bossini Garment Limited Hong Kong HK$#&#27T - 100 Distribution of garments
BB BXIR 5 8H
Bossini Investment Limited British Virgin Islands US$11,928% 7T 100 = Investment holding
HBELRES REEEIR
Burling Limited British Virgin Islands US$100%E7T - 100 Licensing of trademarks
RERUHE Bl SRS
BT EMEEXERA A People’s Republic of China ~ RMBAER#1,010,0007C = 100 Retailing and distribution of garments
(notes b and d) (“PRC”)/Mainland China RIKEE M7 88

(K15F b Kd) R ARLME ([FEHE]),
Fh B AR
J & R Bossini Fashion Pte Ltd Singapore $$2,000,000% h04 7T - 100 Retailing and distribution of garments
AN BIXRZEE KR8
J & R Bossini Holdings Limited Hong Kong HK$&#27T - 100 Investment holding
EREEEGRAT BB REFERR
Kacono Trading Limited British Virgin Islands HK$&%2,0007T - 100 Investment holding
EBELES AR
Key Value Trading Limited British Virgin Islands US$100%E7T - 100 Investment holding
EERELHE REFERR
Land Challenger Limited Hong Kong HK$B%27T - 100 Sub-contracting of garments
BAEBR AR i B DB
Langzhi Fashion (Shenzhen) Co. , Ltd. PRC/Mainland China HK$7%#6,600,0007T - 100 Manufacturing and sub-contracting
(notes c and d) AR B K e of garments
BARERRE ORI AR AR (Hat c&d) BIRBEE R DB
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15. Interests in subsidiaries (continued)

Place of incorporation/
registration and operations

Nominal value of issued/
registered share capital

15. i B D Rl #E = @)

Percentage of equity
attributable to the Company

Principal activities

PSR R i BE#1T/ ARz EE RATEGEBER DL TEER

Name % Direct E#  Indirect &%
Lead Commence Limited Hong Kong HK$&#27T - 100 Retailing and distribution of garments
SRR R AR BB RIREE K53 85
Luhur Daya Sdn. Bhd. Malaysia RMS$ S #27T = 100 Retailing and distribution of garments
L it IR EE K8
Onmay International Limited Hong Kong HK$&#2 7T - 100 Retailing and distribution of garments
FEBIBRARAQR BB RIREE K53 85
Rapid City Limited Hong Kong HK$##27T - 100 Property holding and letting
RERWAR AT BB MESELEE
Sun View Properties Limited Hong Kong HK$B#E 27T - 100 Property holding and letting
SEXARAT BB MERBREE

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

Notes: BT -

(@)  The branch of this subsidiary in Taiwan was not audited by Ernst & Young Hong Kong or other Ernst & Young (a) ZWBARINAESRRIZIERR @ WAL KSMEBHME
International member firms. )k BRI E AT 2 B B A R E % o

(b) BEMHEMEEZEER LA s a limited liability enterprise established in the PRC which obtained its business (b) BMMREEEZERATA—HNFERIZEAREILE
registration certificate on 14 July 1993. HR—AN=F LA T+HEBGEEERR -

() Langzhi Fashion (Shenzhen) Co., Ltd. is a wholly-owned foreign investment enterprise with limited liability (0 BAERE (RIDARARR—HERHBEKYL - BINEZEHEE

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

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

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

16. Inventories 16. 7 &
Group &
in HK$ thousand 2006 2005 BT
Raw materials 2,304 4,643 R
Finished goods 251,287 210,659 2K
253,591 215,302

17. Debtors
Other than cash and credit card sales, the Group normally grants credit periods of up to 60 days to its trade
customers. Each trade customer has a maximum credit limit, except for new trade customers, where
payment in advance is normally required. The Group seeks to maintain strict control over its outstanding
receivables. Overdue balance are reviewed regularly by senior management. In view of the aforementioned
and the fact that the Group’s trade customers relate to a large number of diversified customers, there is no
significant concentration of credit risk. Trade receivables are non-interest-bearing.

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

17. EUWRBR X
BES REAENEIN  AEBE—RIBEITETEEIEF
BE60REEH - RFEFEL—RARMNTEIN  SEHE
R A RS EERE - AEBEBOHERKE > ERRIEE
BRI o MR R RS REEE T HIEL =R - SR AT
MARAER Y ERREES MR ABRZ Y SEEFES
rEBTESEET EERAR - BUKEREELE RS o

AT B3 E A RURFNEE B 2RI DT -

Group & &
in HK$ thousand 2006 2005 BT IT
0 to 30 days 45,364 40,059 0£30K
31 to 60 days 8,097 16,319 31£60K
61 to 90 days 1,250 2,690 61290k
Over 90 days 953 1,284 BI90K
55,664 60,352

The carrying amounts disclosed above approximate to their fair values.

18. Deposits paid
Group £

R EEE RS AT ERE -
18. B4 &

in HK$ thousand 2006 2005 BETT

Rental deposits 79,291 68,164 HEES

Less: non-current portion (48,849) (44,344) B - FERNHAER (D
Current portion 30,442 23,820 RNEAER 1

The rental deposits are paid for operating leases in respect of land and buildings, and are negotiated for
terms ranging from one to ten years. The carrying amounts disclosed above approximate to their fair
values.
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19. Derivative financial instruments 19. fTE€RMI A

2006
Assets Liabilities
in HK$ thousand & af& BT T
Group REE
Forward currency contracts 998 1,153 RHE%ER
The carrying amounts of forward currency contracts are the same as their fair values. ZHERERZREERFESE 2 AT EES °
During the year, the Group entered into various forward currency contracts to manage its exchange rate FA - AEEFTVZHAERRERECRAAEEEEXER - M
exposures which did not meet the criteria for hedge accounting. Changes in the fair value of non-hedging ZEARWAFEEPRAEIE A ZABRRMT - FR - FF
currency derivatives amounting to HK$4,939,000 were credited to the income statement during the year HREESTAET AN FEEESFEK4,939,0007tE 5F AWK
(2005: Nil). At 31 March 2006, the terms of the forward currency contracts held by the Group are as AR (CETRFE | RZTTRF=A=1+—080 &
follows: B RMEKERZIERET
Forward currency contracts to hedge
expected future sales Maturity Exchange rate
PR B REE CRRAEE SR bl fE =
Sell #i&
New Taiwan dollar ("NTD") 478,647,996 April — December 2006 NTD/USD31.453 — 32.068
478,647,996 TH & —TERFHAE+=A #A’E/37T31.453-32.068
Singapore dollar ("'SGD") 14,068,794 April — December 2006 SGD/USD1.628 — 1.645
14,068,794 3K T —TRRFNAE+ZA AN TT/ZTT1.628-1.645
in HK$ thousand 2006 2005 BT
Notional amounts of forward REVNES B2 BB E
foreign exchange contracts 184,622 103,656

BOSSINI INTERNATIONAL HOLDINGS LIMITED EfERREEERAR 109



Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

20. Cash and cash equivalents and bank deposit 20 RERBRSEEHEBURRITER

110

Note Group £E Company A7)
in HK$ thousand iz 2006 2005 2006 2005 BT
Cash and bank balances 208,156 274,432 265 564 R & MIRTTAE R
Non-pledged bank deposits 34,957 51,463 - - MEIIRIRITIE R
Pledged bank deposits 787 = - - BEMIBITFR
243,900 325,895 265 564

Less: Non-pledged bank deposits

classified as non-current

portion (15,600) - - = B FIVEIEBNEREN ) 2 I RIRITIF K

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

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

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

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

The carrying amounts of the cash and cash equivalents, non-pledged bank deposits and the pledged deposits
approximate to their fair values.
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21.

22.

23.

Trade creditors and accruals

21.

FE A AR R B 5T AR IR

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

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

Group %

AT RREZ AT RANRFAREE B ZREDO

in HK$ thousand 2006 2005 BT T

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

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

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

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

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

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

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

22.

23.

FERBRR R R B R —MRN30E AT « it B R FIH 2 BRE
BEEKE 2 R VERES -

FEf BB A R FKH

RNBEERRFRVEER 28 RANERAHE30H
WEE - BNBEQRFAIREEREAFERS °
FFRBITERK

BT

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

AR —FAHEERKERRITER

The bank loans were secured by the Company’s corporate guarantee and bore interest at 1.3% over one,
two, or three months of the Hong Kong Interbank Offered Rate.
BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

24. Provisions 24, B 1E
Group 58
Long service payments
in HK$ thousand EHREE BT
At 1 April 2005 913 R-ZEZTRFMA—H
Amounts utilised during the year (330) FREA 2B
At 31 March 2006 583 RZEERF=ZA=+—H
Portion classified as current liabilities - FIVERNER & E 301D
Long term portion 583 R EAER D

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

date.

25. Deferred tax

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

Deferred tax liabilities — 2006

25.

AEBRBEERRFEGOHBLIEH A AR EB N2 RHAMR
BREHERE  FERUHERERM T2 5MRERN] E—FH
- BEDREENZEEARASERHMIREAIERRZ A
BB &ABAER °

i SE B TR
FAZELEHRBEREEZFHNT

EIERIIEE B — 2006

Group em
Accelerated tax depreciation

in HK$ thousand IRFIEITE BT T

At 1 April 2005 498 R-ZEZTHFMNA—H

Deferred tax charged to the income statement FANE W T IR ZIELEIE
during the year (note 9) 184 (F1zE9)

Exchange realignment 19 bE 5, 38 B

Gross deferred tax liabilities RZBZRF=ZA=+—RHZ
At 31 March 2006 701 FEEFIE A EERE
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25. Deferred tax (continued)

Deferred tax assets — 2006

25 IEFER IE (@)

IEIERIIEE E — 2006

Group 58
Decelerated tax
depreciation Others Total
in HK$ thousand BURTIEITE Hfth 4aE BT T
At 1 April 2005 2,061 886 2,947 R-ZEZTRFMA—H
Deferred tax credited/(charged) FREMERTAS
to the income statement ($0B%) Z IEXERL A (H77E9)
during the year (note 9) (706) 431 (275)
Gross deferred tax assets RZBERF=A=+—HZ
At 31 March 2006 1,355 1,317 2,672 RIEFIAE EERE
Net deferred tax assets at 31 March 2006 1,971 R-BERF=A=+—HZEREHBEEFRE

Deferred tax liabilities — 2005

EERIES F—2005

Group 55
Accelerated tax depreciation
in HK$ thousand IRFRIEHTE BT
At 1 April 2004 = R-ZZEZTWFMA—H
Deferred tax charged to the income statement FREWR TR
account during the year (note 9) 498 ZIBEIERIA (FfaE9)
Gross deferred tax liabilities RZZZRF=A=+—RH2
At 31 March 2005 498 RIETIE B EER

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

25. Deferred tax (continued)

Deferred tax assets — 2005

25 IEFEFLIE (@)

EERIEEE — 2005

Group =
Losses available
for offset
Decelerated tax  against future
depreciation  taxable profit Others Total
A FR{EHEH
H& R
in HK$ thousand TBRFTEAT & Dl = Hith 4E BT
At 1 April 2004 1,432 3,227 701 5,360 R-ZZEZTNFMA—H
Deferred tax credited/(charged) FRERERET A FHIBR) 2
to the income statement EXERTE (K7729)
during the year (note 9) 629 (3,227) 185 (2,413)
Gross deferred tax assets RZETRF=-A=+—HZ
At 31 March 2005 2,061 = 886 2,947 RIETIEEEERE
Net deferred tax assets at 31 March 2005 2,449 R-EERF=A=+—HZELEHBEEFR

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

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

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

Shares [idv)
Company A ]
in HK$ thousand 2006 2005 BT
Authorised: VETERRAR
2,000,000,000 (2005: 2,000,000,000) ordinary shares 2,000,000,000% (ZZ=ZH 4 : 2,000,000,0004%)
of HK$0.10 (2005: HK$0.10) each 200,000 200,000 HREEEBEC. 10T (ZZETRF  BH0.107m) 2 @K
Issued and fully paid: BT R
1,568,911,394 (2005: 1,568,911,394) ordinary shares 1,568,911,394% (—ZTZHF : 1,568,911,394/%)
of HK$0.10 (2005: HK$0.10) each 156,891 156,891 HRREESEC. 10T (ZZETRF  BH0.107m) 2 @K
A summary of the movements in the Company’s issued share capital is as follows: RARBETRAZEEHPAMAT
Number Issued Share
of shares share premium
in issue capital account Total
BEITIRE BEITIRAR A&7 (B R “E
HK$'000 HK$'000 HK$'000
BT T BT T BT T
At 1 April 2004 771,461,697 77,146 68,229 145,375 R-ZEZTWFMA—H
Issue of bonus shares 771,461,697 77,146 (68,229) 8,917 BATALAR
Exercise of share options 25,988,000 2,599 1,949 4,548 TR B AR
Share issue expenses - - (94) (94) BATRD A
At 31 March 2005, 1 April 2005 RZZTTRE=A=+—H0 —EZTRAFMNA—H
and 31 March 2006 1,568,911,394 156,891 1,855 158,746 ;MZ—ZETXF=RA=+—H
Share options B
Details of the Company’s share option scheme and the share options issued under the scheme are included RNARIBIRAER 8RB Z T S B TR IR 2 IR E DI R B
in note 27 to the financial statements. KM FE27 ©

BOSSINI INTERNATIONAL HOLDINGS LIMITED EfERREEERAR
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27. Share option scheme

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

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

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

Share options granted to a director, chief executive or substantial shareholder of the Company, or to any of
their respective associates, are subject to approval in advance by the independent non-executive directors
(excluding any independent non-executive director who is a grantee of the share options). In addition, any
share options granted to a substantial shareholder or an independent non-executive director of the Company,
or to any of their respective associates, in excess of 0.1% of the shares of the Company in issue at any time
or with an aggregate value (based on the closing price of the Company’s shares at the date of the grant) in
excess of HK$5 million, within any 12-month period, are subject to shareholders’ approval in advance in a
general meeting.
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10% * BRIEAR RN BIRIRER A S BRKARA R IR R AL E 5t 2
ER10% - BBEARRNRZZZTMENA=THRITZRE
BAERSIER_ZSZTNFNA B ETT771,461,697 AT
i - Al 2 R 2R E EARIBETEIFAE E49154,292,338% -
EARBTRZZEZNFNATHABEETRG Z210%  IRE
128 A EAR A - IRREARE R SR 2HEA T BT 2R
DEEHE  UAREREMERD EITRG 21% 5% © #
— PR HBB% LR ERE - BERERRR NS E -
FAEEY  HEHASEATREBE A TARENERE -

MARNRES THASSIETZERRABESEZHEAL
B BERE  BSLEBYIERTEE TRERBAER
AR A Z B IENITES) #EfE o Lo - I 1218 A HAR
MARAREEZRFXBIUIFNTESTKEESEZHEAL
B 2 B - WBBAD M ARFEZETRN0.1%
SEE(EEHEARARARO BT EFNE) BASE
5,000,0007T - AIZBERFRRR A ELHLE -
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27. Share option scheme (continued)

The offer of a grant of share options may be accepted within 28 days from the date of the offer, upon
payment of a nominal consideration of HK$1 in total by the grantee. The exercise period of the share
options granted is determinable by the directors, and commences after a certain vesting period and ends
on a date which is not later than 10 years from the date of the grant of the share options. Options granted
during the term of this Scheme and remain unexercised immediately prior to the end of the 10-year period
of the Scheme shall continue to be exercisable in accordance with their terms of grant within the exercise
period for which such options are granted, notwithstanding the expiry of the Scheme.

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

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

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

Number of share options B8 E2i B

27.

BREE @

BB 2 ZHR AR L BRI 28B REAR A NE
HBEN TR EBEER - EREBREZITESRES
BEER] - B E TR EMERFG LR ERER L B 8t
10F A fEm o Rar2IHARER B MR Bie st 21104 B g m Al
MARTTE Z BBRRAE - BEETEIE8m - (DA ARE E R B
AR BB RS A 1T (R BARS AR AE T DATT(E -

BREZITEERESRER  EIAFERUATZ&RE
(VR EBR SR H B EIAR R B IR (DR BE R P 2 W B+ (i) B8
X B RIS AR 5 B AR RIBRMABE R A 2 F W E ¢ &
(i) AR B EE °

BREYER TRHBEAZRREINBRAGLREZ
TR o

FAFFEAE T HARITEZBERENT

Exercise
price of share
At 1 April Granted Exercised At 31 March Date of grant of options (note 2)
Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period iR E
of participants R-ZTZTAF the year theyear  during theyear  during the year R-ZTTAF Rt ERER S of share options (Hz£2)
HER2EALER MA—A FRRLY FRTTHE FRER FRZU ZA=+—-A (Hia1) iR TN HK ST
Directors £S5
Ms. CHAN So Kuen 1,332 - - - - 1,332 2 December 2003 2 December 2004 to 0.175
S e —TE=F+-A=H 1 December 2013
“ZTWNET-_AZAZE
—T—=%+ZR—H
3,333,334 = = = = 3,333,334 2 December 2003 2 December 2006 to 0.175
“ZT=F+ZHZH 1 December 2013
“ZZRET-AZRZE
—E-=51tZf—H
3,333,334 = - — - 3,333,334 2 December 2003 2 December 2008 to 0.175
“EE=F4-A-H 1 December 2013
“ET\F+-A=AZ
“T-=%1ZA-H
6,668,000 - - - - 6,668,000

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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27. Share option scheme (continued) 27 BBRAESTE @)
Number of share options B%iEE; B
Exercise
price of share
At 1 April Granted Exercised At 31 March Date of grant of options (note 2)
Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period BRETEE
of participants RZTTHE the year the year during the year during the year RZTTRE B ARE B A of share options (Hz£2)
a2 EALIER mA—H FEREE ERTTHE FRER FRRIK =ZA=1-A (Htix1) FERR B T{E HD HK$A T
Directors £%
Mr. Dickie FU Shing Kwan 1,332 - - - - 1,332 2 December 2003 2 December 2004 to 0.175
(note 3) “EZ=F+-A-H 1 December 2013
BRI E (F1713) “ETNFE+-AZAZ
—Z-=f+=A-H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2006 to 0.175
“ET=F+-AZH 1 December 2013
“ETRE+ZAZAE
—ZT-=F+-H-H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2008 to 0.175
“ST=F+=A=H 1 December 2013
—ZT\§+ZAZHZE
“T-—=F1+-fA—H
6,668,000 - - - - 6,668,000
Ms. Pansy CHAU Wai Man 1332 = = = = 1332 2 December 2003 2 December 2004 to 0.175
(note 4) “TE=#+-A—H 1 December 2013
BEZLL (Hi:t4) “TREFEFZAZHE
—T—=%+-R—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2006 to 0.175
ZZT=F+=A=H 1 December 2013
“ETRE+ZAZHE
“T-=F1+=-fA—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2008 to 0.175
“ET=-F+-f-H 1 December 2013
“ZZ\FE+-AZRHZE
—E-=£1tZf—H
6,668,000 - - - - 6,668,000
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27. Share option scheme (continued)

Number of share options B 21 B

27. BREFT 8 @)

Exercise
price of share

At 1 April Granted Exercised At 31 March Date of grant of options (note 2)
Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period BRETEE
of participants RZTThHE the year the year during the year during the year RZTTRE RERER S of share options (Hiix2)
a2 EALER mA—H FEREE FERTTHE FRIER FRRIK =A=+-H (Htax1) FERRAE T HK$BH T
Directors £%
Mr. Simon ORR Kuen Fung 1,332 - - - - 1,332 2 December 2003 2 December 2004 to 0.175
(note 4) “EE=F+-A=H 1 December 2013
fIgELE (f34) “ETNFE+-A-AZ
“T—=F1+=A—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2006 to 0.175
“ET=-F+-f-H 1 December 2013
“ETRE+ZAZHE
“T—=F1+=A—H
3,333,334 - - - - 3,333,334 2 December 2003 2 December 2008 to 0.175
“ET=-F+-f-H 1 December 2013
“TT\E+-AZHZE
“T—=F1+=A—H
6,668,000 - - - - 6,668,000
Mr. FUNG Ping Chuen 1,332 - - - (1,332) - 2 December 2003 2 December 2004 to 0.175
(note 5) “TE=#+-A—H 1 December 2013
BREE (F7725) “ZTNF+=AZAZE
—Z-=F+=H-H
3,333,334 - - - (3,333,334) - 2 December 2003 2 December 2006 to 0.175
“ZT=4+-R=H 1 December 2013
“ZERE+ZAZAE
—Z-=F+=H-H
3,333,334 - - - (3,333,334) - 2 December 2003 2 December 2008 to 0.175
“ZT=4+-R=H 1 December 2013
“ZE\E+ZAZHZE
—2—=%1+=ZA—H
6,668,000 - - - (6,668,000) -

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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27. Share option scheme (continued) 27 BBRAESTE @)
Number of share options B%iEE; B
Exercise
price of share
At 1 April Granted Exercised At 31 March Date of grant of options (note 2)
Name or category 2005 during during Expired Forfeited 2006 share options (note 1) Exercise period BRETEE
of participants RZTTHE the year the year during the year during the year RZTTRE B ARE B A of share options (Hz£2)
28 AL mA—H EREM FRTHE ERE ERRI =A=1+—A (Hrit1) R HK$A T
Other employees H:{EE
In aggregate 5,332 - - - - 5,332 2 December 2003 2 December 2004 to 0.175
A “TT=4+t-RZH 1 December 2013
“ZEMFT-AZHE
“Z-=%+t-R-H
9,333,334 - - - - 9,333,334 2 December 2003 2 December 2006 to 0.175
“ZE=4+-AZH 1 December 2013
—ZERFTZAZRAZE
—E=5tZH—H
9,333,334 - - - - 9,333,334 2 December 2003 2 December 2008 to 0.175
“ZZ=4+-R=H 1 December 2013
“ZZ\¥+-A-RE
—E-=%5+-f—H
18,672,000 - - - - 18,672,000
52,012,000 - - - (6,668,000) 45,344,000
Notes: BSE
1. The vesting period of the share options is from the date of the grant until the commencement of the exercise 1. BEREFBHMAERLBHEFEZTEHERBAL -
period.

2. The exercise 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, and was adjusted for the issue of bonus shares on 14 September 2004
from HK$0.35 to HK$0.175 each.

3. Mr. Dickie FU Shing Kwan resigned as a director of the Company on 26 June 2006. All unexercised share options
held by him will lapse on 26 September 2006 in accordance with the Scheme.
4. Ms. Pansy CHAU Wai Man and Mr. Simon ORR Kuen Fung resigned as executive directors on 12 January 2006 but

remain as senior management of the Group.
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27. Share option scheme (continued)

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

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

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

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

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

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

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

BOSSINI INTERNATIONAL HOLDINGS LIMITED

27. BREFT 8 @)

BeE : (88)

5. BR2EAECR_ZTRFA A BABRELARRES  MEM
FAEZAAERTEBRESREZENR _"FZTRAENA—R
KR -

R-FT=F+t_A_HRLZESEEREREZATE
TR B E#fEE - WRIRB S R-SFRATES - £EBME
HEB AR Z R RR R E - TREIIERAEAZE
ABUE

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

RHREE CHRBBAE=F 2ELEEMmE - XK
RAIBEBAE ZITEER - AHIKIERR—IARR - ELK
IRERARRES - ERMBERRERAER

HEtEMRO 2BRENAFEET LG ALMEE -

REER  ARAFEBETZHARTEZERES
45,344,0001% + FHERZBARBEBEITRNA2.9% ° B
RRIRBEBRAEEBEITERERE - BEBAQRIBETH
45,344,00088Z8INE BARAR D+ AR A RARIDE B 155 Bl
IN#IPE#54,534,0007T R #1746 3,401,0007T GRINEREE1TH
%) o

RELEFSIRE B - AR EREEZAEIREMERITEZ
SRR L E45,344,0000% @ (EARAIRE HEZET 2D
2.9% o

EMEEREBERAT

121



122

Notes to financial statements Bif&RxMizE
31 March 2006 —ZEZF=H=+—H

28. Reserves
(a) Group

The amounts of the Group’s reserves and the movements therein for the current and prior years are
presented in the consolidated statement of changes in equity on pages 54 to 56 of the financial

statements.

As further detailed in note 2.2 to the financial statements, the Group applied the transitional provisions

of HKFRS 3 that permitted goodwill in respect of the business combinations which occurred prior to
1 April 2001, to remain eliminated against the consolidated reserves.

The amounts of goodwill and negative goodwill arising from the acquisition of subsidiaries prior to
the adoption of SSAP 30 in 2001, remaining in the consolidated reserves as at 1 April 2005, are as

28. f#fE
(a) &8
RNEFERAFEASEBARBEREPEE 2 2B RE
BIRKRFES4RE6 8 2 imEaEm B HIHRERNA o

AREATE R SERT2. 2 P A - KE@%%@%%%EE&E@
E'Jﬁ%3‘iﬁ2iﬂ/}§ MBS ERAFFE—_ZTE—FHA—H
ETEBRAWELEZRE  EHFE 15%1%43?%% g

R-ZET—FRAGTEBLERFEI0RATERBENER
AIMEE - BR-ZZRFMNA - BNERGEERRER

follows: ZEEBREEBSENT
Group &£
Goodwill
eliminated against Negative
capital reserve and goodwill included
retained profits in capital reserve
HEREERRE SEABRFEERN
in HK$ thousand i M 3 2 7 ZEEE BEFT
31 March 2006 —BEAF=A=+—H
At 1 April 2005 R-_ZZRFMA—H
Cost as previously reported (28,174) 2,069 BAEERIMA
Effect of adopting HKFRS 3 (note 2.4) — (2,069) RMBE B HIERERFEIN 2 B (WE2.4)
(28,174) -
Accumulated impairment as previously reported 2,205 - w22 2ERE
Net carrying amount at 1 April 2005 and 31 March 2006 (25,969) - ZERFNA—BERR T RF=A=1T—HZKREFE
31 March 2005 —2EHEF=A=+t—H
Cost at 1 April 2004 and at 31 March 2005 (28,174) 2,069 RZZEZNFHNE—BERN_EERAF=A=F+—HZHEARX
Accumulated impairment R2iERE
At 1 April 2004 and at 31 March 2005 2,205 - RZEZNFNA—BMRZEERAF=A=+—H
Net amount at 1 April 2004 and 31 March 2005 (25,969) 2,069 MN-ZEZENFNA-—ARZEZERF=A=1+—"H2 /%
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28. Reserves (continued)
(b) Company

28. f#E @

=
Share Share () st
premium Contributed option Retained
Notes account surplus reserve profits Total
in HK$ thousand iz BhaER BB BRERE REBET @ BT
Balance at 1 April 2004 RZZETNFMNA—R&eH
As previously reported 68,229 166,533 - 956 235,718 BEZR
Prior year adjustment 2.4(b) = - 324 = 324 LERE
As restated 68,229 166,533 324 956 236,042 EHIIR
Issue of bonus shares 26 (68,229) (8,917) = = (77,146) BT IR
Exercise of share options 26 1,949 = = = 1,949 TRk
Share issue expenses (94) - - - (94) ZIIRAAX
Profit for the year = = = 96,648 96,648 EREN
Equity-settled share option EniEERRE
arrangements 27 = = 985 = 985 2
Interim 2005 dividend - - - (28,240) (28,240) —TRREPHKRE
Proposed final 2005 dividend - - - (61,188) (61,188) BRE-ZSZRERBBE
At 31 March 2005 1,855 157,616 1,309 8,176 168,956 RZZTRE=A=1—H
Balance at 1 April 2005 RZZTRENHA—B&EH
As previously reported 1,855 157,616 - 8,176 167,647 BEER
Prior year adjustment 2.4(b) - - 1,309 - 1,309 LERE
As restated 1,855 157,616 1,309 8,176 168,956 XK
Profit for the year = = = 54,729 54,729 ERE A
Equity-settled share option BntERRE
arrangements 27 = = 691 = 691 ZH
Interim 2006 dividend - - - (28,240) (28,240) —TRRERHRE
Proposed final 2006 dividend - = = (28,240) (28,240) RE-EZNERIRE
At 31 March 2006 1,855 157,616 2,000 6,425 167,896 RZEZRE=R=1—H

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

BOSSINI INTERNATIONAL HOLDINGS LIMITED
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29. Operating lease arrangements

(a)

(b)

As lessor

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

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

RERE 2R

(a) fERHAA
AEBERLHEZRHT "HMEETEENE - &
EZHEBA—ERFIE - RN ZIFHITRERETA
BNRERSE °

REIZETRF=A=+—H  AEEEEBEFFETZT
ARG REHE - AR&ERSEEFIRRREREH

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

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

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

(b) EREEA
AEBEKLHEZ LT  ARAETHAE - TEE
BLERUX - ASNXBELHHA—FETF
REETRF=ZA=1+—H  AEEETAIHEHI KL
HET  BRHFEEENFEERIHAMNT

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

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

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

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

30. &4E

BRI S RE29(b) Rl 2 IR ETHE AN - REBNEE R
ZAESEIT

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

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

31. Contingent liabilities
(a) Bank guarantees

Group % &
in HK$ thousand 2006 2005

WEEHR » AR ABAEFERAIE o

BT

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

RBEKERERYELZ S ZRITER

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

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

BOSSINI INTERNATIONAL HOLDINGS LIMITED

AARIFE TH B AR FTEL 2 RITEEMmRISERITIER
7B #455,000,0000T (ZFZ HF : #5%384,000,000
T ZER RZEENFEF=A=1+—HEHAZEE
%4 575123,873,0000T (ZEZRHF : #%40,880,000
JT) °

(b) ERARGEETEEHBZRIE
R-ZTENFE+F  AEBEF—RWEARZEESD
AR([BES AR BEEFBIHAIETEFE ([4ikH
EfHB)BEHZREBNE  AREBER T —F—
AE_ZZ =1 AMRE=HBBINAELHE
B2ETEEEHOMEEEEN  ERERE XY
27,900,000 057 & ¥ (F8E R 4975 %6,900,0007T) °
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31. Contingent liabilities (continued)
(b) Tax exposure in relation to certain co-operative arrangements in Taiwan (continued)

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

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

32. Litigation

(a)

A High Court action (the “WDC Action”), which commenced on 10 June 1998, was brought against
J & R Bossini Trading Limited (“Bossini Trading”), a subsidiary of the Company, by Weiland Development
Company Limited (“WDC"), for breach of a lease (the “Lease”) relating to a property used by Bossini
Trading as a warehouse for a minimum amount of approximately HK$7,248,000. Bossini Trading is
defending against the WDC Action and has counter-claimed against WDC for a declaration that the
Lease was lawfully terminated. As at the date of this report, the directors believe that it is not
practicable to estimate the possible extent of the liability of Bossini Trading, if any, in respect of this
action. However, the directors are of the opinion that the WDC claim is unlikely to succeed based on
the merits of the case and therefore, the directors consider that no material liability is likely to result
therefrom.
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BAZTHOAR IR E5F - A ED RRIAREXIAE
ITEHBERYE EMRE - fES RN =F=
A=+—HFEL ZHK5E1E8223,000,00070H & ¥
(HBE R4 #55,000,0007T) AT RET A] LA {EIR &
EANRBE_ZTNE=F=1t—HBR-_ETRF=
A=+—BIEFESFZERBF - Bt - 8D R
RIATREAM A MBERBANEE—TSTNF=A=1
— AR EERFE=A=+—REEZMEH
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32. /A

(a)

Weiland Development Company Limited ([WDC ) 7 —
NANFEASATH ARFZHBAREHEES S
RAR ((B2MEES]) EREBEER ZWEMRLN (Z
[FA]) - MEMEESEE —EabtREFA (TWDC
FFAl) - REFIEREELET,248,0007T ° BRZEE S
IR IE WD CERAELE Tt R WD CIRR I R EFFA - Bk
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32. Litigation (continued)

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

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

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

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

(a)

3BBEALXRS

In addition to the transactions and balances detailed elsewhere in the financial statement, the Group (a) BRIAFSIRRATFIL 2 R 5 REEFAIN + ANEB R F N ELRES
had the following material transactions with related parties during the year: BEATETZEARZNT ¢
Notes Group & &
in HK$ thousand B 2006 2005 BT
Rental paid for warehouse premises (i) 1,152 1,074 =V-¢ika
Rental paid for office premises (i) 5,559 4,640 WAEHE
Purchases of garments (iii) 256,321 232,340 BB
Notes: ks

@)

(iii)

The rental was paid to Laws International Group Limited (“Laws International”) for the period from 1 April
2005 to 31 August 2005, and to Bright City International Limited (“Bright City”) for the period from 1
September 2005 to 31 March 2006, as Laws International had transferred its ownership of the warehouse
to Bright City on 18 August 2005. Certain directors of Laws International and Bright City, who have
beneficial equity interests therein, are relatives of Mr. LAW Ka Sing, a director of the Company and Mr.
Simon ORR Kuen Fung, a former director of the Company. The rental was determined by reference to open
market rents at the inception of the tenancy agreement. As the rental is settled monthly, the Group had no
outstanding rental payable to Laws International and Bright City as at 31 March 2006 (2005: Nil).

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

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

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

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

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

(b)  Outstanding balance with related parties: (b)y EEREEALTZAREBEFIELHG
Details of the Group’s trade balances with related companies as at the balance sheet date are included REER - AEBEENR 2B S ERFTBHNTHG
in note 22 to the financial statements. &R MIFE22 ©

= g8 Sk ==
(c) Compensation of key management personnel of the Group: (€ ARBEREEABZMHM

in HK$ thousand 2006 2005 BT

Short term employee benefits 15,795 14,052 EEEERAN

Post-employment benefits 189 213 B2 R A

Share-based payments 691 985 LARR A 24+ 2 5/ 38

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

Further details of directors’ emoluments are included in note 7 to the financial statements. EEME 2 E— T BRI ImERMEET o
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34. Financial risk management objectives and policies

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

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

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

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

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

Foreign currency risk

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

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

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

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

Liquidity risk

The Group’s objective is to maintain a balance between continuity of funding and flexibility by keeping
adequate credit facilities from banks. The Group has credit facilities from banks of HK$455 million and only
HK$24 million was utilised as at 31 March 2006.
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35. Comparative amounts

As further explained in notes 2.2 and 2.4 to the financial statements, due to the adoption of new HKFRSs
during the current year, the accounting treatment and presentation of certain items and balances in the
financial statements have been revised to comply with the new requirements. Accordingly, certain prior
year and opening balance adjustments have been made and certain comparative amounts have been
reclassified and restated to conform with the current year’s presentation and accounting treatment.

36. Approval of the financial statements

The financial statements were approved and authorised for issue by the board of directors on 18 July 2006.
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