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Business Review & Prospects

Business Overview

As at 31st March, 2005, the Group recorded a turnover of HK$509,208,000
(2004: HK$446,227,000), representing an increase of 14.1% compared with
the corresponding period last year. The year’s gross profit margin decreased
slightly by 0.38% from last year, mainly due to the dilution of gross profit
margin by the cosmetics business. Profit attributable to shareholders for the
period was HK$75,086,000 (2004: HK$58,591,000),

increase of 28.2% compared with the corresponding period last year. The

representing an

improvement in results was mainly attributable to the ameliorating economic
conditions in Southeast Asia, which promoted consumption and travel to
Hong Kong. Compared with last year, turnover of the Group’s fashion
business increased by 10.8% in Hong Kong and Macau and 20.2% in
Taiwan, while the business in Singapore has returned to profit. As a result
of the above, and along with effective cost control measures, the overall
results recorded an increase of 28.2% despite the losses sustained by the
newly developed multi-brand cosmetics business at the initial investment

stage.

Fashion Business

The fashion business remained the key contributor to the Group’s turnover
and profit during last year. Turnover of this segment increased from
HK$446,227,000 last year to HK$498,190,000, by 11.6%. The segment
result of the fashion business amounted to HK$88,787,000, representing
an increase of 31% from HK$67,760,000 last year.
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Fashion Business — Hong Kong and Macau Markets

As at 31st March, 2005, the Group had altogether 61 outlets in Hong Kong
and Macau (2004: 59 outlets). During the period under review, the retail
business in both cities continued to register growth, as a result of improving
local economic climate, declining unemployment rate, and the mainland’s
relaxation of policy governing cross-border visits to Hong Kong and Macau.
The Group also instituted sound internal consolidation measures, such as
improvement of product quality and effective cost control. During the period
under review, the Group closed down 5 outlets with undesirable
performance, and opened 7 new ones at premium locations available at
reasonable rentals. These measures were conducive to the improvement of
the Group’s operating efficiency. During this financial year, the fashion
business in Hong Kong and Macau recorded a turnover of HK$294,405,000,
representing an increase of 10.8% compared with HK$265,740,000 last

year.

Fashion Business — Taiwan Market

During the year, the retail business in Taiwan recorded a turnover of
HK$149,642,000, representing an increase of 20.2% over last year. As at
31st March, 2005, the number of the Group’s Taiwan outlets has increased
to 61 from 51 in the corresponding period last year, the expansion path of
which was consistent with the planning set by the Group last year. A
Wanko flagship store was opened at Chung Hsiao East Road, one of the
most flourishing districts in Taipei, in August 2004. The outstanding image
of the flagship store further strengthened the leading position of the Wanko
brand name in Taiwan’s ladies fashion market. During the year, the Taiwan
market accounted for approximately 30% of the total turnover of the Group’s
fashion business (2004: 27.9%).

Fashion Business — Singapore Market

During the year, the retail business in Singapore recorded a turnover of
HK$30,412,000, representing a decrease of 7.8% compared with the
corresponding period last year. As at 31st March, 2005, the number of the
Group’s outlets in Singapore has decreased from 11 during the corresponding
period last year to 8, mainly as a result of the Group’s strategic closing of 3
outlets with unsatisfactory performance. The closing of the outlets and the
strengthened local management team were reasons contributing to the
Singapore operations’ return to profit during the year. In fact, the market

registered profit for the first year, showing significant enhancement in

business performance.
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Fashion Business — Other Markets

As at 31st March, 2005, besides the markets in Hong Kong and Macau,
Taiwan and Singapore, there were 52 outlets on the mainland offering the
Group’s Veeko and Wanko products (2004: 46 outlets). Most of these outlets
operated by way of franchise. The outlet network under Veeko and Wanko
brand names now covers not only first-tier cities such as Beijing, Shanghai,
Chengdu, Guangzhou, Shenzhen and Zhuhai, but also other cities, including
Chongging, Wuhan, Nanjing, Kunming, Nanchang, Nanning, Zhengzhou

and Xi’an.

Cosmetics Business

The Group launched its cosmetics retail chain business in October, 2004
and established the Colourmix stores. As at 31st March, 2005, there were
7 outlets, of which 4 were in Hong Kong and 3 in Macau. The Group's
cosmetics retail business recorded a turnover of HK$11,018,000, accounting
for 2.2% of the Group’s total turnover. The cosmetics business recorded a
loss in the year under review as the investment was still in its initial
development stage, during which it had already incurred substantial amount
of expenses on advertising, shop image and concept design, trademark
registration, initial recruitment and training and relevant formation costs.
Nevertheless, the Group will continue to expand the cosmetics business in
a prudent manner. We anticipate that the cosmetics business will become a

major source of growth for the Group in future.
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Prospects

As part of its fashion business development, the Group will concentrate on
the sales growth of existing outlets in Hong Kong and Macau in the coming
year. Nevertheless, it will close down some underperforming outlets and
open new ones in premium locations available at reasonable rentals. These
measures will help to improve the Group’s turnover and profitability, as
well as partly relieve the pressure caused by rental increase. As the overall
performance of the Taiwan market remains favorable, there is room for
opening further outlets, and the Group will continue to expand its business
in Taiwan. After a business review and appropriate strategic adjustments,
the Singapore market finally made profit contribution to the Group during
the year 2004/2005. The Group will develop the Singapore market in a
prudent manner, and plans to increase the number of outlets to 13 by 31st
March, 2006. On the mainland, the Group will step up its efforts in
promoting the Wanko and Veeko brands, taking advantage of the ongoing
economic growth. For the coming year, the Group plans to enlarge the

retail network in the PRC by adding approximately 20 franchise outlets.
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The Group participated in the trade fair organized by the Hong Kong
Trade Development Council, “Style Hong Kong”, which was held in
Beijing, in March, 2005.
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As for the cosmetics business,
after six months of
development and marketing
efforts, the Group has already
established the Colourmix
brand. The colorful, trendy
and spacious shop design
provides the customers with
a comfortable environment
for shopping. The Group also

implemented a range of

proactive marketing

initiatives, such as sponsoring
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Colourmix was designated as “Preferred Retail

the Miss Chinese International

Pageant 2005, in which it was

designated as “Preferred

Retail Shop for Cosmetics and ShAop for. Cosmetics a.nd Beauty Products to the
Beauty Products to the Miss Miss Chinese International Pageant 2005”.
Chinese International Pageant
2005”, and sponsoring several popular TV shows. All these measures have
contributed to the Colourmix brand’s rising reputation, laying a solid foundation
for its future development. The Group will continue to expand the number of
Colourmix outlets, focusing on tourist districts where response to existing
outlets has been up to expectation. For example, a Colourmix flagship store
will be opened in Park Lane, Tsim Sha Tsui in July 2005. The Group expects
that the number of Colourmix outlets will reach 20 by the end of 2006, but
the speed of expansion will be subject to reasonable adjustments according to
rental levels. The Group will also diversify its product mix, increase the number
of exclusively distributed products, and enhance service quality through staff
training. Although currently the cosmetics business only accounts for 2.2% of
the Group’s turnover and is yet to bring any contribution, the Group believes
that it has promising long-term prospects. We expect that this segment will

begin contributing to the Group’s business after the next year or two, and are

confident that it will become a major source of growth for the Group in future.
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On 6th May, 2005, the Group’s Wanko, Veeko and Colourmix brands were
awarded “Superbrands (¥ 4% g /#)” by the Hong Kong Superbrands Council
(BEABRMEWE). The award has demonstrated the universal recognition

of the customer loyalty, product quality, market dominance and acceptance

of the Group’s brands, as well as boosted consumers’ confidence by helping

them identify quality brand
names. The Group will continue
to offer products with superb
value, improve product quality
and enhance the service
standards of its employees
through staff training, with a view
to providing even better services
and strong support to the brands’
development. Our diversified
business portfolio will strengthen
the Group’s profitability in the
future, and the Group is
cautiously optimistic and fully

confident of its prospects.

ALEFEIE T = KM Wanko - Veeko Colourmix
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The Group’s Wanko, Veeko and Colourmix brands

were awarded “Superbrands” by the Hong Kong

Superbrands Council.
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Liquidity & Financial Resources

The Group’s working capital increased from HK$167,748,000 as at 31st
March, 2004 to HK$204,381,000 for the year while its current ratio and
quick ratio were maintained at a healthy level of 5.85 and 3.85 times

respectively.

The Group’s inventory turnover on sales increased from 48 days for the
year ended 31st March, 2004, to 60 days in the year under review. The
adjustment of 12 days in inventory turnover period was mainly due to the
increase in inventories from HK$59,064,000 as of 31st March, 2004, to
HK$84,385,000 as of 31st March, 2005 of which the increase mainly

contributed by inventories of cosmetics products.

As at the balance sheet date , the Group’s cash and bank balances amounted
to HK$95,575,000 (2004: HK$100,278,000) and there was no outstanding
bank borrowings and overdraft (2004: Nil) whereas the total borrowings
was HK$278,000 (2004: HK$466,000).

As at the balance sheet date, the gearing ratio of the Group is 0.001 (2004:
0.002) which is calculated based on the Group’s total borrowings of
HK$278,000 (2004: HK$466,000) and the shareholders’ fund of
HK$282,451,000 (2004: HK$232,359,000).

As at 31st March, 2005, the Group had banking facilities amounting to
HK$80,572,000 (2004: HK$60,567,000), of which HK$3,230,000
representing bank guarantees (2004: HK$3,365,000) was utilised by the
Group. The management believes that existing financial resources will be
sufficient to meet future expansion plans and, if necessary, the Group will

be able to obtain additional financing on favorable terms.
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Pledge of Assets

As at the balance sheet date, the amount of assets pledged by the Group to
certain banks to secure general banking facilities granted to the Group was
HK$47,889,000 (2004: HK$42,297,000).

Contingent Liabilities

At 31st March, 2005, the Company had provided guarantees of
HK$106,390,000 (2004: HK$84,390,000) to certain banks in respect of
banking facilities granted to certain subsidiaries of the Company. At 31st
March, 2005, HK$2,885,000 (2004: HK$2,998,000) of these facilities has

been utilised.

Staff & Remuneration Policies

As at the balance sheet date, the Group had 3,500 employees (2004: 3,316).
The Group mainly determines staff remuneration (including insurance and
medical benefits) in accordance with the industry’s practices. The Group
also implemented a reward scheme for its staff based on their individual
performances. In addition to their basic remuneration and welfare, some
key employees were granted share options as reward and incentive to

enhance their loyalty to the Group.

Appreciation

On behalf of the Board, | would like to extend my heartfelt thanks to all
the employees for their devotion, contribution and diligence and my deepest
gratitude to all the shareholders, customers, suppliers and business partners
for their continuous support. | sincerely hope that all of you will continue

to contribute to the success of the Group.

Cheng Chung Man, Johnny

Chairman

Hong Kong, 5th July, 2005
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The directors present their annual report and the audited financial statements
for the year ended 31st March, 2005.

Principal Activities

The Company is an investment holding company. The principal activities
of its principal subsidiaries are set out in note 28 to the financial statements.

Results and Appropriations

The results of the Group for the year ended 31st March, 2005 are set out in
the consolidated income statement on page 24 of the annual report.

An interim dividend of HK0.8 cent per share amounting to HK$13,248,000
was paid to the shareholders during the year. The directors now recommend
the payment of a final dividend of HK1.2 cents per share to the shareholders
whose name appeared on the register of members on 20th September,
2005, amounting to HK$19,872,000, and the retention of the remaining
profit for the year.

Property, Plant and Equipment

During the year, the Group spent HK$24,324,000 on the acquisition of
property, plant and equipment for the purpose of expanding the Group’s
business.

Leasehold land and buildings of the Group were revalued at 31st March,
2005. The revaluation resulted in a surplus of HK$2,389,000 which has
been credited directly to the property revaluation reserve.

Details of these and other movements during the year in the property, plant
and equipment of the Group are set out in note 12 to the financial
statements.

Investment Properties

Investment properties of the Group were revalued at 31st March, 2005.
The increase in fair value of HK$3,770,000 has been credited directly to
the consolidated income statement.
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Investment Properties (continued)

Details of this movement in the investment properties of the Group during
the year are set out in note 11 to the financial statements.

A summary of the investment properties of the Group is set out on page 68
of the annual report.

Directors

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

were:

Executive directors

Mr. Cheng Chung Man, Johnny
Ms. Lam Yuk Sum

Independent non-executive directors

Mr. Cheng Chung Hoo
Mr. Yang Wei Tak
Mr. Yeung Wing Kay
(appointed on 17th September, 2004)

In accordance with clauses 108 and 112 of the Company’s Articles of
Association, Mr. Yang Wei Tak and Mr. Yeung Wing Kay retire at the
forthcoming annual general meeting and, being eligible, offer themselves
for re-election.

Term of Office of Independent Non-executive Directors

The term of office of each of the independent non-executive directors is
the period up to his retirement by rotation in accordance with the Company’s
Articles of Associations.

Directors’ Service Contracts

Each of the executive directors has entered into a service agreement with
the Company for an initial period of three years, commencing on 1st April,
1999 which will continue thereafter until terminated by either party by

three months’ prior written notice.

Save as disclosed above, none of the directors being proposed for re-
election at the forthcoming annual general meeting has a service contract
with the Company or any of its subsidiaries which is not determinable by
the Group within one year without payment of compensation, other than

statutory compensation .
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Directors, Senior Management Biographies

Executive directors

Mr. CHENG Chung Man, Johnny, aged 48, is the chairman and managing
director of the Group. He established the Group in 1984 and is responsible
for the overall strategic planning and formulation of corporate policies of
the Group. Mr. Cheng has over 21 years of experience in the apparel
distribution and manufacturing business. Mr. Cheng was awarded the Young
Industrialist Awards of Hongkong in November 2001. He is the husband of
Ms. Lam Yuk Sum.

Ms. LAM Yuk Sum, aged 45, is an executive director responsible for the
overall strategic planning as well as the Group’s merchandising management
and design and product development. She joined the Group in 1987 and
has over 18 years of experience in fashion design and garment industry.
She is the wife of Mr. Cheng.

Independent non-executive directors

Mr. CHENG Chung Hoo, aged 68, is a non-executive director. Since 1975,
he has been a managing director of an international trading and property
development company. He has also been a managing director of a property

investment company over 13 years.

Mr. YANG Wei Tak, aged 75, is a non-executive director. He has over 40
years of experience in international trading and has been a managing
director of an import and export company over 30 years.

Mr. YEUNG Wing Kay, aged 53, is a non-executive director. He is a Certified
Public Accountant (Practising) and has been a partner of Yeung & Cheuk, a
firm of Certified Public Accountants in Hong Kong for 12 years. He
graduated from the Chinese University of Hong Kong with a degree of

Bachelor of Social Sciences.

Senior management

Ms. WONG Chi Ying, aged 36, is the financial controller of the Group and
also the secretary of the Company. Prior to joining the Group in July 1996,
Ms. Wong worked in an international accounting firm for about four years.
She holds a bachelor degree in accountancy from the City University of
Hong Kong. She is a fellow member of the Association of Chartered Certified
Accountants in the United Kingdom and an associate member of the Hong

Kong Institute of Certified Public Accountants.
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Date of grant

ZER=E+-ATNH
18th November, 2003

ZER=EF-ATNH
18th November, 2003

ZEEMEAAZT-H
21st September, 2004

ZEEMENAZT-H
21st September, 2004

friEnifA
(AfRiH s
Vesting period

(from the date of grant)

ZER-ET-ATNEE
“ETRET-ATtH
18th November, 2003
to 17th November, 2005

ZERET-ATNRE
ZEELE+-ATLH
18th November, 2003
to 17th November, 2007

“TEMFAAT-RE
“ZERENAZTA
21st September, 2004
to 20th September, 2006

~2EmERA=T-AE
“ZE\$NAZTH
21st September, 2004
to 20th September, 2008

Share Option Schemes

Particulars of the share option schemes adopted by the Group are set out

in note 24 to the financial statements.

No options were granted to the directors or substantial shareholders of the

Company during the year.

The following table discloses details of options held by employees of the

Group and movements in such holdings during the year ended 31st March,

2005:
RZSEMF RZFERE
MA-H  REER  REER ZA=1+-H
BkiTERE ki R A8 WA
FEHE Exercise Balance Granted Cancelled  Outstanding
Exercisable price at during during at
period per share 1.4.2004 the year the year  31.3.2005
ZITREF-ATNAE 062E:L 18,600,000 - (600,000) 18,000,000
“ETLET-ATtH HK$0.162
18th November, 2005
to 17th November, 2007
ZETLEF-AFNAE 062E:L 18,600,000 - (600,000) 18,000,000
ZEENET-ATLA HK$0.162
18th November, 2007
to 17th November, 2009
“ZERENACT-HBE  0255%T% - 2,000,000 — 2,000,000
ZEE)\ENAZTH HK$0.255
21st September, 2006
to 20th September, 2008
“EENENAZt-HE 02551 - 2,000,000 ~ 2,000,000
ZZ-REAACTH HK$0.255
21st September, 2008
to 20th September, 2010
37,200,000 4,000,000 (1,200,000) 40,000,000
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Share Option Schemes (continued)

The closing price of the Company’s shares immediately before 21st
September, 2004, the date of grant of options during the year, was HK$0.28.

At the date of this report, the total number of shares to be issued upon
exercise of the outstanding options is 40,000,000, representing 2.4% of the
issued share capital of the Company at the date of this report.

The fair value of the options granted during the year measured at the date
of grant on 21st September, 2004 was HK$0.13 and HK$0.14 per option,
respectively, for the options exercisable from 21st September, 2006 to 20th
September, 2008 and exercisable from 271st September, 2008 to 20th
September, 2010. The following significant assumptions were used to derive
the fair values using the Black-Scholes option pricing model:

z “FENFAR-+—H
BENFAA-+H

ECE-FFAATH
aJ A7 fdi e A CIEsgided 303114
Option exercisable Options exercisable
from 21st from 21st
September, 2006 to September, 2008 to
RHHH Date of grant 20th September, 2008 20th September, 2010
8 5 BB AU HE HA IR Expected life of options mF NE
4 years 6 years

1R 1% AR B /R 520K 18 1 Expected volatility based on
SHE 2z REK R historical volatility of share prices 76% 76%
BHFERX Expected annual dividend yield 4.7% 4.7%
ERIEESFREX Hong Kong Exchange Fund Notes rate 2.6% 3.4%

RAEAFEEMS  ARRZESL
BUE B EBL RIS TR 2B
Pt i 1F HH AR 2

BAR—RANNEEEREARTES
EXEMRR  SEREKE- AR
ERZIBEMNRERZEHHEEFTRF
BEABKEATZE BEZAR/A
B2 BRI T REFE ) 1R 4t — (8 T 52

RE-—BEBREAFEMBZINEL

For the purposes of the calculation of fair value, no adjustment has been
made in respect of options expected to be forfeited, due to lack of historical
data.

The Black-Scholes option pricing model requires the input of highly
subjective assumptions, including the volatility of share price. Because
changes in subjective input assumptions can materially affect the fair value
estimate, in the directors’ opinion, the existing model does not necessarily
provide a reliable single measure of the fair value of the share options.
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% IRBBEEBMAXZIMERAA
(TR Frl) @ EmARA (TETR
ADBCETRAREEETEFRD
ZBEST D MAME AN R ] R AT
ZHE BEERBEFZBEALINA
REREEEEE (RE57 RS
F158 2 EFE) Bty - MBEARD RE

FHEBNERNT ¢

FEHA Name of director

Ep B S A Mr. Cheng Chung Man, Johnny
MERK T Ms. Lam Yuk Sum

Ktz - Notes:

1. #% % 994,044,180/% 5 & Silver 1.
Crown Profits Limited ([ Silver
Crown |) Bz # A ° Silver Crown
WD I 2%EEEJ Cheng
Family Trust R 2 X @ A FTH
B ZEEEENXEZABRERE
XEERMERLTIHOREKE -

2. BENEEARMERLLTZIK 2.
WHEREBEEEMERL L ES S
H124,194,000 0 1p 2 # 25 -

G173
Capacity

mIEFERE
Held by trust

HEBREE
Held by spouse

HEERA
Held by trust

BEDEEA

Beneficial owner

FEFE 17
LRt E ¢E]
Number of
issued ordinary
shares held

994,044,180
(Btat 1)
(Note 1)

124,194,000
(Ktat 2)
(Note 2)

1,118,238,180

994,044,180
(Kt 1)
(Note 1)

124,194,000

1,118,238,180

Directors’ Interests in Shares, Underlying Shares
and Debentures

As at 31st March, 2005, the interests of the directors and their associates
in the shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)), as recorded in the register maintained 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 Companies (the “Model Code”) contained in the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”), were as follows:

AATIE#TT

[ Z Nk e
Percentage of
the issued
share capital

of the Company

60.03%
7.50%
67.53%
60.03%
7.50%

67.53%

These 994,044,180 shares are beneficially owned by Silver Crown Profits
Limited (“Silver Crown”). The shares in Silver Crown are in turn held by
the trustee of the J Cheng Family Trust, a discretionary trust, the
discretionary objects of which include family members of Mr. Cheng
Chung Man, Johnny and Ms. Lam Yuk Sum.

Mr. Cheng Chung Man, Johnny is the husband of Ms. Lam Yuk Sum and
is deemed to be interested in 124,194,000 shares beneficially owned by
Ms. Lam Yuk Sum.
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Directors’ Interests in Shares, Underlying Shares
and Debentures (continued)

Other than disclosed above and certain nominee shares in subsidiaries
held by certain directors in trust for the Group, none of the directors nor
their associates had any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of part XV of the SFO) as at 31st March, 2005, as
required to be recorded in the register maintained by the Company 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

Other than the share option schemes of the Company, at no time during
the year was the Company, its holding company or any of its subsidiaries,
a party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures of,

the Company or any other body corporate.

Connected Transactions and Directors’ Interests in Contracts

Details of the discloseable connected transactions for the year are set out

in note 27 to the financial statements. Save as disclosed therein:

(i) no contracts of significance subsisted at any time during the year to
which the Company, its holding company or any of its subsidiaries
was a party and in which a director of the Company had a material

interest, whether directly or indirectly; and

(ii) there were no other transactions which need to be disclosed as

connected transactions in accordance with the requirements of the

Listing Rules.
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Connected Transactions and Directors’ Interests in Contracts
(continued)

In accordance with the conditions agreed with the Stock Exchange with
respect to the connected transactions, the independent non-executive
directors have reviewed the connected transactions set out in note 27(a) to
the financial statements and in their opinion, these transactions entered
into by the Group were:

(i) in the ordinary and usual course of business of the Group;

(i)~ on arm’s length basis, on normal commercial terms and in accordance
with the terms of the agreement governing such transactions; and

(iii) ~ fair and reasonable so far as the shareholders of the Company are
concerned.

Substantial Shareholders

Other than disclosed above under the section headed “Directors’ Interests
in Shares, Underlying Shares and Debentures” and other substantial
shareholders’” interests disclosed in the following table, at 31st March,
2005, the register of substantial shareholders maintained by the Company
pursuant to Section 336 of the SFO showed that the Company had not
been notified of any other relevant interests or short positions in the shares
or underlying shares of the Company.

AATIE 1T
A E 81T [ ZNELR)

i 3mfx # H Percentage of

Number of the issued share

g1 issued ordinary capital of the

Rt Name of shareholder Capacity shares held Company

HEE Cheah Cheng Hye BXESEZERE 164,340,000 9.92%
Held by controlled (Kt &t)
corporation (Note)

EEESER Value Partners Limited MERELERE 164,340,000 9.92%
NG| Held by investment (hrst)
managers (Note)

Value Partners Value Partners BEolEaE A 95,720,000 5.78%

High-Dividend
Stocks Fund

Stocks Fund

High-Dividend

Beneficial owner
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Substantial Shareholders (continued)

Note: Value Partners Limited through its investment managers including Value
Partners High-Dividend Stock Fund owns an aggregate of 164,340,000
ordinary shares of the Company. Mr. Cheah Cheng Hye is deemed to be
interested in 164,340,000 ordinary shares of the Company as he

beneficially owns 31.82% of Value Partners Limited.

Major Customers and Suppliers

During the year, the aggregate purchases attributable to the Group’s five
largest suppliers accounted for approximately 69% of the Group’s total
purchases for the year and the purchases attributable to the Group'’s largest
supplier were approximately 31% of the Group’s total purchases for the
year. The aggregate sales attributable to the Group’s five largest customers

were less than 30% of the Group’s total sales for the year.

None of the directors, their associates or any shareholders of the Company
(which to the knowledge of the directors owns more than 5% of the
Company’s issued share capital) had an interest in the share capital of any

of the Group’s five largest suppliers.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s Articles
of Association, or the laws of the Cayman Islands, which would oblige the

Company to offer new shares on a pro-rata basis to existing shareholders.

Purchase, Sale or Redemption of the Company’s
Listed Securities

During the year, neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company’s listed securities.
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Corporate Governance

In the opinion of the directors, the Company has complied throughout the
year ended 31st March, 2005 with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules.

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required standard
set out in the Model Code. Having made specific enquiry of all directors,
all directors confirmed they have complied with the required standard set
out in the Model Code and the code of conduct regarding securities

transactions by directors adopted by the Company.

The Code of Best Practice has been replaced by the Code on Corporate
Governance Practices and Corporate Governance Report (Appendices 14
and 23 to the Listing Rules) with effect from 1st January, 2005. Compliance
of the new Code by the Company will be required for accounting periods

commencing from 1st April, 2005.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout the year
ended 31st March, 2005.

Auditors

A resolution will be submitted to the annual general meeting of the Company

to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board
Cheng Chung Man, Johnny
Director

Hong Kong, 5th July, 2005
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TO THE SHAREHOLDERS OF VEEKO INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 24 to 66 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 statements and to report our opinion solely to you, as a body, 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 Statements of Auditing Standards
issued by the Hong Kong Institute of Certified Public Accountants. An audit
includes 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 judgments made by the directors in the
preparation of the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the Company and the

Group, consistently applied and adequately disclosed.
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TO THE SHAREHOLDERS OF
VEEKO INTERNATIONAL HOLDINGS LIMITED (continued)
(incorporated in the Cayman Islands with limited liability)

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 the Group as at 31st March, 2005 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.

Deloitte Touche Tohmatsu

Certified Public Accountants

Hong Kong, 5th July, 2005
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Turnover

Cost of sales

Gross profit

Selling and distribution costs
Administrative expenses

Other operating income

BE _ZTTRHF=-"A=1+t—HBHIFE

Increase in fair values of

investment properties

Surplus arising on revaluation

of leasehold

land and buildings

Profit from operations

Finance costs

Profit before taxation

Taxation

Profit attributable to

shareholders

Dividends paid

Earnings per share

Basic

Diluted

2005 2004

Bt & FHx FAET
Notes HK$’000 HK$’000
4 509,208 446,227

(153,763) (133,055)

355,445 313,172

(213,279) (194,890)

(73,244) (64,418)

12,566 12,236

3,770 1,180

- 820

5 85,258 68,100

7 (36) (49)
85,222 68,051

8 (10,136) (9,460)
75,086 58,591

9 26,496 14,407

10

b (1] AL

HK4.53 cents

HK3.54 cents

A
HK4.49 cents

il
HK3.53 cents
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Non-current Assets
Investment properties
Property, plant and equipment
Deferred tax assets

Current Assets
Inventories
Trade and other receivables
Rental and utility deposits
Tax recoverable
Bank deposits
Bank balances and cash

Current Liabilities
Trade and other payables
Tax payable
Obligations under finance leases
— due within one year

Net Current Assets

Capital and Reserves
Share capital
Reserves

Non-current Liabilities
Obligations under finance leases
— due after one year

Deferred tax liabilities

15
16

18

19

18
13

200_5 2004
:F%E :F/ﬁTE
HK$’000 HK$’000
29,900 26,130
47,898 37,365
2,127 2,529
79,925 66,024
84,385 59,064
28,521 16,160
37,504 28,363
505 70
55,389 72,381
40,186 27,897
246,490 203,935
39,895 30,433
2,016 5,565
198 189
42,109 36,187
204,381 167,748
284,306 233,772
16,560 16,560
265,891 215,799
282,451 232,359
80 277
1,775 1,136
1,855 1,413
284,306 233,772

The financial statements on pages 24 to 66 were approved and authorised
for issue by the Board of Directors on 5th July, 2005 and are signed on its

behalf by:

Cheng Chung Man, Johnny
Director

Lam Yuk Sum
Director
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Non-current Assets

Interests in subsidiaries

Current Assets
Other receivables

Bank balances

Current Liabilities

Accrued charges

Net Current Assets

Capital and Reserves

Share capital

Reserves

Non-current Liabilities

Amounts due to subsidiaries

Cheng Chung Man, Johnny

Director

Lam Yuk Sum

Director

Bt &
Notes

14

19
20

21

2005 2004
FHx T T
HK$’000 HK$'000
269,423 218,580
235 235
137 93

372 328

94 238

278 90
269,701 218,670
16,560 16,560
83,982 76,549
100,542 93,109
169,159 125,561
269,701 218,670
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At Tst April, 2003

Exchange differences on
translation of overseas
operations

Surplus arising on revaluation
of leasehold
land and buildings

Net loss not recognised in the
income statement

Profit attributable to shareholders
Dividends paid

At st April, 2004

Exchange differences on
translation of overseas
operations

Surplus arising on revaluation
of leasehold
land and buildings

Deferred tax liability arising
on revaluation

of leasehold land and buildings

Net profit not recognised in the
income statement

Profit attributable to shareholders
Dividends paid

WZEZRE=ZA=FT—H At 31st March, 2005

5 18] #0455 B B 188 T 5

(@ ®BR-—NANANEEEFA - (a)
Veeko Holdings Limited 8 J& 78
EEEAQAFETERKENR
BOHRAEEMNEZLE &

(b)  Veeko Holdings Limited A% E  (b)
BHEAEAMBARN 25
Mg~ A Mg A B 42 E (E R
Veeko Holdings Limited 2 17 {E
REBRENKRAEENZ
B o

HE_ZTRAF=A=+—HItFE

LES
C whi \

Bk e Popety  [ERGEE  BAEG  RERY i
Share Share  revaluation  Translation Special Retained A5t
capital premium reserve reserve reserve profits Total
TERL TERL TEn TEL TEL TEL TERL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
16,560 8,011 - (790) 2,266 161,985 188,632
= = = (587) = = (587)

- - 130 - - - 130
- - 130 (587) = = (457)

- - - - - 58,591 58,591
- - - - - (14,407) (14,407)
16,560 8,011 130 (1,377) 2,266 206,169 232,359
= = = (469) = = (469)

- - 2,389 - - - 2,389
= = (418) = = = (418)

- - 1,971 (469) = = 1,502

- - - - - 75,086 75,086
- - - - - (26,496) (26,496)
16,560 8,611 2,101 (1,846) 2,266 254,759 282,451

The special reserve of the Group represents:

the difference between the nominal value of share capital of Veeko
Holdings Limited and the nominal value of the share capital issued
by the Company as consideration for the acquisition, arisen from a

group reorganisation in 1999; and

the difference between the aggregate nominal value of the share
capital of the subsidiaries when they were acquired by Veeko
Holdings Limited prior to the group reorganisation and the nominal
value of the share capital issued by Veeko Holdings Limited as

consideration for the acquisition.
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For the year ended 31st March, 2005

2005 2004
T#T TET
HK$’000 HK$’000
FRE—F o OPERATING ACTIVITIES
KB K E X R A Profit from operations 85,258 68,100
S TPNIEE ELHAE : Adjustments for:
B W A Interest income (332) (204)
KEMENTEE LA Increase in fair values of
investment properties (3,770) (1,180)
EHEETHRETF Surplus arising on revaluation of
EENRBH leasehold land and buildings - (820)
HEEX  BER Loss on disposal of property,
R 2 R plant and equipment 296 655
& N i Depreciation and amortisation 15,436 16,623
EEERBBAIZ Operating cash flows before movements
REEXBREMNE in working capital 96,888 83,174
FEE N Increase in inventories (24,674) (13,542)
W E 5 IE K (Increase) decrease in trade and
H fth i W sk A (38 0) 8 other receivables (12,075) 9,280
e KKEREEM Increase in rental and utility deposits (9,141) (991)
FET B 5 RIE R EAD Increase in trade and other payables 7,557 3,801
JEE < SR TR 1 hn
REXBHMELEZRE Cash generated from operations 58,555 81,722
ENFEMEHR Hong Kong Profits Tax paid (6,702) (282)
BB IE Overseas tax paid (6,943) (2,038)
RITEFHENF A Interest paid on bank borrowings (14) (18)
BB AED Interest paid on obligations
B FE under finance leases (22) 31)
REKREXBFNIRE A NET CASH FROM OPERATING ACTIVITIES 44,874 79,353
WEER INVESTING ACTIVITIES
BEEX BELRE Purchase of property, plant and equipment (24,324) (8,376)
RITFEFOR A (G ) Decrease (increase) in bank deposits 16,992 (51,951)
HEEX - BEK Proceeds from disposal of property,
R A P15 FRR plant and equipment 585 -
2 WER ) AB Interest received 332 204
HNRBEXBENIRE 3% NET CASH USED IN INVESTING
ACTIVITIES (6,415) (60,123)
= EF 2 FINANCING ACTIVITIES
B & Dividends paid (26,496) (14,407)
BEEOER Repayment of import loans (8,957) (12,334)
BEREMEOAENTKE Repayment of obligations under
finance leases (188) (218)
BEfE#EOER Import loans raised 8,957 12,334
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2005 2004
TF#T FAT
HK$’000 HK$’000
R E E5mIE4 55 NET CASH USED IN FINANCING
ACTIVITIES (26,684) (14,625)
B4 KIR4%E NET INCREASE IN CASH AND
18 B 18 hn3s i CASH EQUIVALENTS 11,775 4,605
FHNIEE NIRE CASH AND CASH EQUIVALENTS
EelaHg AT BEGINNING OF THE YEAR 27,897 22,780
A4 s DEE e 48 ) o 25 EFFECT OF FOREIGN EXCHANGE
RATE CHANGES 514 512
FROESAHESEFMBIAR CASH AND CASH EQUIVALENTS
(HRfT#EGF IR S) AT END OF THE YEAR,

REPRESENTED BY BANK
BALANCES AND CASH 40,186 27,897
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1. General

The Company was incorporated as an exempted company with limited
liability in the Cayman Islands and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The directors
consider the Company’s ultimate holding company is Silver Crown Profits
Limited, a company incorporated in the British Virgin Islands.

The Company is an investment holding company. The principal activities
of its principal subsidiaries are set out in note 28.

2.  Potential Impact Arising from the Recently Issued
Accounting Standards/Changes in Accounting Policies

In 2004, the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) issued a number of new or revised Hong Kong Accounting
Standards (“HKASs”) and Hong Kong Financial Reporting Standards
(“HKFRS”, herein collectively referred to as “new HKFRSs”) which are
effective for accounting periods beginning on or after 1st January, 2005
except for HKFRS 3 “Business Combinations”. In the current year, the Group
resolved to early adopt the following new HKFRS. The revised accounting
policies are set out in note 3.

HKAS 40 Investment property

HKAS 40 allows a property interest that is held under an operating lease
and which meets the definition of an investment property and the lessee
recognises the asset by using the fair value model set out in the standard to
be classified and accounted for as investment property. The transitional
provision of HKAS 40 requires the Group to recognise the effect of the
election to classify and account for all eligible property interests held
under operating leases as investment property as an adjustment to the
retained earnings as at 1st April, 2004. As the carrying amount of the
investment property at the beginning of the year approximated to its fair
value, no prior year adjustment resulted.

HKFRS 3 is applicable to business combinations for which the agreement
date is on or after 1st January, 2005. The Group has not entered into any
business combination for which the agreement date is on or after 1st January,
2005. Therefore, HKFRS 3 did not have any impact on the Group for the
year ended 31st March, 2005.
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2.  Potential Impact Arising from the Recently Issued
Accounting Standards/Changes in Accounting Policies
(continued)

For those new HKFRSs that the Group has not early adopted in the financial
statements for the year ended 31st March, 2005, the Group does not expect
that their issuance will have a material effect on how the results of operations
and financial position of the Group are prepared and presented, except for
HKFRS 2 “Share-based Payment”.

HKFRS 2 requires an expense to be recognised where the Group buys
goods or obtains services in exchange for shares or rights over shares
(“equity-settled transactions”), or in exchange for other assets equivalent in
value to a given number of shares or rights over shares (“cash-settled
transactions”). The principal impact of HKFRS 2 on the Group is in relation
to the expensing of employees’ share options of the Company. Currently,
the Group does not expense the share options issued by the Company.

In accordance with HKFRS 2, share options granted after 7th November,
2002 and vested on or after 1st January, 2005 should be accounted for
retrospectively.

3.  Significant Accounting Policies

The financial statements have been prepared under the historical cost
convention, as modified for revaluation of investment properties and

leasehold land and buildings.

The financial statements have been prepared in accordance with accounting
principles generally accepted in Hong Kong. The principal accounting
policies adopted are as follows:

Basis of Consolidation

The consolidated financial statements incorporate the financial statements
of the Company and its subsidiaries made up to 31st March each year. The
results of the subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date of
acquisition or up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances within the Group
are eliminated on consolidation.
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3.  Significant Accounting Policies (continued)

Investment in Subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at
cost less any identified impairment loss. The results of subsidiaries are
accounted for by the Company on the basis of dividends received or

receivable during the year.

Investment Properties

Investment properties, which are properties held to earn rentals and/or for
capital appreciation, are stated at fair value at the balance sheet date.
Gains or losses arising from changes in the fair value of investment properties

are included in profit or loss for the period in which they arise.

Property, Plant and Equipment

Property, plant and equipment are stated at cost or valuation less

depreciation and amortisation and any accumulated impairment losses.

Land and buildings are stated in the balance sheet at their revalued amount,
being the fair value on the basis of their existing use at the date of
revaluation less any subsequent accumulated depreciation and amortisation
and any subsequent impairment losses. Revaluations are performed with
sufficient regularity such that the carrying amount does not differ materially
from that which would be determined using fair values at the balance

sheet date.

Any surplus arising on revaluation of land and buildings is credited to the
revaluation reserve, except to the extent that it reverses a deficit of the
same asset previously recognised as an expense, in which case this surplus
is credited to the income statement to the extent of the deficit previously
charged. A decrease in net carrying amount arising on revaluation of an
asset is dealt with as an expense to the extent that it exceeds the balance,
if any, on the revaluation reserve relating to a previous revaluation of that
asset. On the subsequent sale or retirement of a revalued asset, the

attributable revaluation surplus is transferred to retained profits.
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3.  Significant Accounting Policies (continued)

Property, Plant and Equipment (continued)

Depreciation and amortisation are provided to write off the cost or valuation
of items of property, plant and equipment over their estimated useful lives,
using the straight line method, at the following rates per annum:

Leasehold land REXNBRTFH
Over the remaining terms of the leases
Leasehold buildings RIGET A FHI205F

Over the estimated useful lives of 20 years
20%FIREHNFH (UREERE)

20% or over the terms of the leases,

Leasehold improvements

whichever is shorter

Plant and machinery 25%
Furniture and fixtures 20%
Office equipment 33'3%
Motor vehicles 20%

The gain or loss arising on the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in the income statement.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its
assets to determine whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. Impairment loss is recognised
as an expense immediately, unless the relevant asset is carried at a revalued
amount under another Statement of Standard Accounting Practice (“SSAP”),
in which case the impairment loss is treated as revaluation decrease under
that SSAP.

Where an impairment loss subsequently reverses, the carrying amount of
the asset is increased to the revised estimate of its recoverable amount, but
so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is recognised
as income immediately, unless the relevant asset is carried at a revalued
amount under another SSAP, in which case the reversal of the impairment
loss is treated as a revaluation increase under that SSAP.
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3.  Significant Accounting Policies (continued)

Leased Assets

Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned
to the Group. Assets held under finance leases are capitalised at their fair
value at the date of acquisition. The corresponding liability to the lessor,
net of interest charges, is included in the balance sheet as a finance lease
obligation. Finance costs, which represent the difference between the total
leasing commitments and the fair value of the assets acquired, are charged
to the income statement over the period of the relevant lease so as to
produce a constant periodic rate of charge on the remaining balance of the

obligations for each accounting period.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
comprises direct materials and, where applicable, direct labour costs and
those overheads that have been incurred in bringing the inventories to
their present location and condition. Cost is calculated using the first-in,
first-out method. Net realisable value represents the estimated selling price
less all estimated costs to completion and costs to be incurred in marketing,

selling and distribution.

Revenue Recognition

Sales of goods are recognised when goods are delivered and title has

passed.

Interest income is accrued on a time basis, by reference to the principal

outstanding and at the interest rate applicable.

Rental income from properties under operating leases is recognised on a

straight line basis over the term of the relevant leases.

Foreign Currencies

Transactions in foreign currencies are translated at the rates ruling on the
dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies are re-translated at the rates ruling on the balance sheet
date. Gains and losses arising on exchange are dealt with in the income

statement.
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3.  Significant Accounting Policies (continued)

Foreign Currencies (continued)

On consolidation, the assets and liabilities of the Group’s overseas
operations are translated at the rates ruling on the balance sheet date.
Income and expense items are translated at the average exchange rates for
the period. Exchange differences arising, if any, are classified as equity and
are recognised as income or as expense in the period in which the operations
are disposed of.

Taxation

Income tax expense represents the sum of the tax currently payable and
deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from net profit as reported in the income statement because it
excludes items of income or expense that are taxable or deductible in
other years and it further excludes income statement items that are never
taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable on differences
between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill (or negative
goodwill) or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries, except where the Group is able to
control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.
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3.  Significant Accounting Policies (continued)

Taxation (continued)

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the asset to
be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset is realised. Deferred tax is
charged or credited in the income statement, except when it relates to
items charged or credited directly to equity, in which case the deferred tax

is also dealt with in equity.

Operating Leases

Rentals payable under operating leases are charged to the income statement

on a straight line basis over the term of the relevant leases.

Retirement Benefits Scheme Contributions

Payments to the defined contribution retirement benefit plans are charged

as an expense as they fall due.

4. Business and Geographical Segments

Turnover represents the amounts received and receivable for goods sold,

less returns and allowances, by the Group to outside customers during the

year.
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4.  Business and Geographical Segments (continued)

Business Segments

In October 2004, the Group commenced operations in the retailing of

cosmetics and skin care products. The Group operates and manages the

business segments as a strategic organisational unit for internal financial

reporting purposes and determined that business segments by products are

its primary reporting segments. As a result, the Group’s operations for the

year ended 31st March, 2005 was organised into two reporting segments

comprising manufacture and sales of ladies fashion and sales of cosmetics.

For the year ended 31st March, 2004, the Group was solely engaged in the

manufacture and sales of ladies fashion. Segment information about these

businesses is presented below:

T EBERF 2005
PN INCOME STATEMENT
553 {btadn iR e
Fashion Cosmetics Eliminations  Consolidated
FHET FAT FAT FAT
HK$’000 HK$'000 HK$’000 HK$’000
ES TURNOVER
EmHE Sales of goods 498,190 11,018 = 509,208
DEBZHE Inter-segment sales 36 63 (99) =
498,226 11,081 (99) 509,208
PREZHE R Inter-segment sales are charged at prevailing market rates.
ROmsER:tE -
AL SEGMENT RESULT 88,787 (6,023) 82,764
ADERFRA Unallocated corporate income 6,929
EN I WNGIE-§: Unallocated corporate expenses (4,435)
RELLEBREN Profit from operations 85,258
BRERA Finance costs (36)
BRBLADE 7 Profit before taxation 85,222
1A Taxation (10,136)
BRI ET Profit attributable to shareholders

75,086
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4. Business and Geographical Segments (continued)

Business Segments (continued)

BALANCE SHEET

Bk fbrm e
Fashion Cosmetics Consolidated
THET THET FTET
HK$'000 HK$’000 HK$’000
ASSETS
Segment assets 145,807 38,124 183,931
Unallocated corporate assets 142,484
Consolidated total assets 326,415
LIABILITIES
Segment liabilities 33,501 5,804 39,305
Unallocated corporate liabilities 4,659
Consolidated total liabilities 43,964
OTHER INFORMATION
Capital expenditure 15,734 8,590 24,324
Depreciation and amortisation 14,717 719 15,436
Loss on disposal of property,
plant and equipment 296 - 296

Eﬁf

E_TENMF=-_HA=+—HLHF

B AEBENRSELELEERKEER
e AREMBERBEUARKEBNE

i

LI

I ERMREESRALER D

During the year ended 31st March, 2004, the Group was solely engaged in

the manufacture and sales of ladies fashion. All of the Group’s turnover

and most of the Group’s contribution to operating profit and assets were

attributable to this business segment.
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4. FEBRWESE (E) 4.  Business and Geographical Segments (continued)
Hol& 7y 38 Geographical Segments
REBZEBIEMNEE R - The Group’s operations are principally located in Hong Kong, Macau,
AE RN o REBIZMETISA Taiwan and Singapore. The following is an analysis of the Group’s sales by
BEZHEDTESMAT ¢ geographical market location:
SR
Turnover
2005 2004
THT FER
HK$’000 HK$’000
&8 KORM Hong Kong and Macau 305,423 265,740
=0 Taiwan 149,642 124,483
2703 Singapore 30,412 33,000
HAb Others 23,731 23,004
509,208 446,227

TR EEMEMD T OBEER  The following is an analysis of the carrying amount of segment assets, and

EHEREARFX capital expenditure, analysed by the geographical area in which the assets
are located:
S FAE pE AR
Carrying amount BARR Y
of segment assets Capital expenditure
2005 2004 2005 2004
T#Ht TAET THT TET
HK$’000 HK$'000 HK$’000 HK$’000
BB KRN Hong Kong and Macau 216,327 174,012 14,852 2,005
=8 Taiwan 51,851 40,196 7,044 1,434
2N Singapore 6,662 8,950 2 23
hEARKFE Other regions
([FREL) 2 B i = of the People’s Republic
of China (“PRC”) 51,575 46,801 2,426 4,914

326,415 269,959 24,324 8,376
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5.  Profit from Operations

Profit from operations has been

arrived at after charging:

Staff costs (including directors’
emoluments):
Salaries and other benefits
Retirement benefits scheme

contributions

Auditors’ remuneration:

Current year

(Over)underprovision in previous year
Depreciation and amortisation:

Owned assets

Assets held under finance leases
Loss on disposal of property,

plant and equipment
and after crediting:
Rental income, with negligible outgoings

Exchange gain

Interest income

2005 2004
F#HT FET
HK$’000 HK$’000
118,399 102,068
2,648 2,274
121,047 104,342
1,135 808
(1) 39
15,156 16,267
280 356

296 655
2,472 2,410
2,100 1,833
332 204
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6. EENEEME 6. Directors’ and Employees” Emoluments
E) Directors
2005 2004
FHT FAT
HK$’000 HK$’000
He Fees:
BITES Executive - -
BIUFATES Independent non-executive 234 180
BITESNEMHS : Other emoluments of executive directors:
e R E Mg A Salaries and other benefits 2,220 2,160
RAKAE T 5T B4 K Retirement benefits scheme contributions 24 24
2,478 2,364
EEMENFTHEE : The emoluments of the directors were within the following bands:
#FEHH
Number of directors
2005 2004
£ %1,000,0007 7T Nil to HK$1,000,000 4 3

1,500,001 7t £2,000,0007% 7T HK$1,500,001 to HK$2,000,000 1 1
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6. Directors’ and Employees” Emoluments (continued)

Employees

The five highest paid individuals included two (2004: two) executive
directors of the Company, details of whose emoluments are set out above.
The emoluments of the remaining three (2004: three) individuals are as

follows:

2005 2004

FHx FH&TT

HK$’000 HK$’000

Salaries and other benefits 1,924 1,912
Retirement benefits scheme

contributions 36 36

1,960 1,948

The emoluments of each of the above employees were less than
HK$1,000,000 for both years.

During each of the years ended 31st March, 2005 and 2004, no emoluments
were paid by the Group to any of the directors or the five highest paid
individuals (including directors and employees) as an inducement to join
or upon joining the Group or as compensation for loss of office. None of
the directors has waived any emoluments during the years ended 31st
March, 2005 and 2004.
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7. Finance Costs

Interest on:
Bank borrowings wholly repayable
within five years

Obligations under finance leases

8. Taxation

The charge comprises:
Hong Kong Profits Tax

Current year

Under(over)provision in prior years

Overseas taxation

Deferred tax (note 13):

— current year

— attributable to a change in tax rate

2005 2004
TH#HIT TET
HK$’000 HK$'000
14 18

22 31

36 49

2005 2004
T# FER
HK$’000 HK$’000
5,267 2,150
124 (3)
5,391 2,147
4,066 4,356
9,457 6,503
679 3,365
- (408)

679 2,957
10,136 9,460
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8. Taxation (continued)

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%) of the estimated

assessable profit for the year.

Taxation arising in other jurisdictions is calculated at the rates prevailing in

the relevant jurisdictions.

Pursuant to the relevant laws and regulations in the PRC, the Group’s PRC
subsidiaries are exempted from PRC income tax for two years starting from
their first profit-making year, followed by a 50% reduction for the next

three years.

The charge for the year can be reconciled to the profit before taxation per

the consolidated income statement as follows:

2005 2004

T#x FHET

HK$’000 HK$’000

Profit before taxation 85,222 68,051

Tax at Hong Kong Profits Tax

rate of 17.5% (2004: 17.5%) 14,914 11,909
Effect of different tax rate

applicable to operations in

other jurisdictions (4,662) (1,583)
Tax effect of expenses not

deductible for tax purposes 279 243
Tax effect of income not taxable

for tax purposes (836) (524)
Utilisation of tax losses

previously not recognised (45) (121)
Utilisation of deferred tax assets previously

not recognised (145) -
Tax effect of tax losses not

recognised 553 -
Tax effect of tax exemption granted

to operations in other jurisdictions - (81)
Under(over)provision in prior years 124 (3)

Increase in opening deferred tax assets

resulting from an increase in

applicable tax rate - (408)
Others (46) 28

Tax expense for the year 10,136 9,460
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9. BEfIRE 9. Dividends Paid
2005 2004
T#T TET
HK$’000 HK$’000

—EThEEHRHRKREFTR0.8EL 2005 interim dividend of HKO0.8 cent
ZZEEMF - 0.37510) (2004: HKO0.3 cent) per share 13,248 4,968
ZETMFEERPREFR0.8E W 2004 final dividend of HKO0.8 cent
ZEENF  ZEE=FERHY (2004: 2003 final dividend of
% 2.0.577 1) HK0.57 cent) per share 13,248 9,439

26,496 14,407

EFEEFOK_FTTRAFERYKE  The 2005 final dividend of HK1.2 cents per share has been proposed by
BR12BM - HEAFKRREREERR  the directors and is subject to approval by the shareholders in the

BERGEHE  TAMEE - forthcoming annual general meeting.
10. HA%EF 10. Earnings Per Share
2005 2004
B Earnings:
AER N FEMAAE Net profit for the year and
BREAREZRANNEF earnings for the purposes
of basic and diluted earnings
per share HK$75,086,000 HK$58,591,000
BRnEE : Number of shares:
et BB IRER A A 6 Number of ordinary shares for the
LTimREE purposes of basic earnings per share 1,656,000,000 1,656,000,000
BREZBIECTARNTZ Effect of dilutive potential ordinary
shares in respect of share options 17,365,251 2,518,012
A EEREERNN Number of ordinary shares for the

LimikeE g purposes of diluted earnings per share 1,673,365,251 1,658,518,012
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1. BEYXR 11. Investment Properties
FET
HK$’000
AEE THE GROUP
NEB B FAIR VALUE
R_ZEZE=FNMH—H At 1st April, 2003 24,950
FARFEELT Increase in fair value during the year 1,180
RZZEZEME=A=+—H At Tst April, 2004 26,130
FRARFEELA Increase in fair value during the year 3,770

RZZEZERF=-A=+—H At 31st March, 2005 29,900

REBMBREMEMNES - WAF  The investment properties of the Group are situated in Hong Kong and are
HAOFHE - WEWENALEMLOEE  held under medium-term operating leases. They are held for rental purposes
B FHEERE - and are all leased out under operating leases.

REBNEEMER_TETAF=H At 31st March, 2005, the investment properties of the Group were revalued
=+t—HAEBUYEEGHEME—AKTF by Savills (Hong Kong) Limited, an independent professional valuer, on an
g (58 AR AAIRARMESE  open market value basis. The increase in fair value of these properties has
HEEITHE - ZEWELRFEEZA  been credited to the consolidated income statement.
BEFALZERAREKF °
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THE GROUP

COST OR VALUATION
At 1st April, 2004
Exchange realignment
Additions

Disposals

Surplus arising on revaluation

At 31st March, 2005

Comprising:
At cost
At valuation - 2005

DEPRECIATION AND
AMORTISATION

At 1st April, 2004

Exchange realignment

Provided for the year

Eliminated on disposals

Write back on revaluation

At 31st March, 2005

NET BOOK VALUES
At 31st March, 2005

At 31st March, 2004

HE_ZTZTRF=-A=1+—HIEEE

12. Property, Plant and Equipment
(il
kigF BE BREE
leasehold TERTEE  HRES Furniture AR5 B hE
land and Leasehold Plant and and Office Motor At
buildings  improvements machinery fixtures equipment vehicles Total
TR TR TR ThEn ThEn TR TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
16,320 59,692 12411 11,834 6,350 3,072 109,679
- 1,074 128 89 81 9 1,381
. 16,531 1,469 3,867 1,731 726 24,324
- (11,667) (831) (665) (343) (711) (14,217)
1,800 - - - - - 1,600
18,120 65,630 13,177 15,125 7,819 3,09 122,967
- 65,630 13,177 15,125 7,819 309 104847
18,120 - - - - - 18,120
18,120 65,630 13,177 15,125 7,819 3,096 122,967
- 46,796 9,145 9,004 5470 1,899 72,314
- 1,010 99 66 65 4 1,244
589 10,432 1,905 1,503 542 465 15,436
- (11,050) (691) (550) (340) (705) (13,336)
(589) = = = = = (589)
. 47,188 10,458 10,023 5,737 1,663 75,069
18,120 18,442 2,719 5,102 2,082 1,433 47,898
16,320 12,896 3,266 2,830 860 1173 37,365
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12. Property, Plant and Equipment (continued)

The leasehold land and buildings of the Group are situated in Hong Kong

and are held under medium-term leases.

The leasehold land and buildings of the Group were revalued at 31st
March, 2005 by Savills (Hong Kong) Limited, an independent professional

valuer, on an open market value basis.

If leasehold land and buildings had not been revalued, they would have
been included in these financial statements at historical cost less
accumulated depreciation and amortisation of HK$15,372,000 (2004:
HK$16,036,000).

The net book value of the Group’s motor vehicles includes an amount of
HK$467,000 (2004: HK$746,000) in respect of assets held under finance

leases.
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13. JERIERIIA 13. Deferred Taxation

TXAREERBERLBAREIE  The following are the major deferred tax assets (liabilities) recognised by
BRZEERLTEHBEE (BE) KE  the Group and movements thereon during the current and prior reporting

HEE - periods:
EEPE  IEHRINE
Revaluation Accelerated ilakEiE
of tax Tax Hith st
properties  depreciation losses Others Total
TET TEL TEL TET TET
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
KEE The Group
RZZZ=4WA—H At 1st April, 2003 (352) 1,735 2,967 - 4,350
RARERFTA(51Z)  Credit (charge) to income statement 186 607 (3,245) (913) (3,365)
RRATRRT (5I%) Effect of change in tax rate (charge)

AARREENTE credit to income statement (33) 163 278 - 408
R-_ZTMFMA—H At 1st April, 2004 (199) 2,505 - (913) 1,393
RIARRER (51Z) 5 A (Charge) credit to income statement (93) (699) 279 (166) (679)
RERH % Charge to equity (418) - - = (418)
ERER Exchange differences = 56 = = 56

RZZZRE=F=+—H At 31st March, 2005 (710) 1,862 279 (1,079) 352
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13. Deferred Taxation (continued)
For the purposes of balance sheet presentation, certain deferred tax assets

and liabilities have been offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

2005 2004

T FAT

HK$’000 HK$’000

Deferred tax assets 2,127 2,529
Deferred tax liabilities (1,775) (1,136)
352 1,393

At 31st March, 2005, the Group has unused tax losses of HK$17,802,000
(2004: HK$13,305,000) available for offset against future profits. A deferred
tax asset has been recognised in respect of HK$1,594,000 (2004: Nil) of
such losses. No deferred tax asset has been recognised in respect of the
remaining unused tax losses of HK$16,208,000 (2004: HK$13,305,000)
due to the unpredictability of future profit streams.

At 31st March, 2005, the Company has unused tax losses of HK$5,454,000
(2004: HK$4,383,000) available for offset against future profits. No deferred
tax has been recognised in respect of such losses due to the unpredictability
of future profit streams.

14. Interests in Subsidiaries

/N

THE COMPANY
2005 2004
FHx FHET
HK$’000 HK$'000
Unlisted shares 53,630 53,630
Amounts due from subsidiaries 215,793 164,950
269,423 218,580




otes to the Financial Statements 475k 2= fft 5t

For the year ended 31st March, 2005 HE_ZZTAF=-A=T—HILFE

14. R BATEZS (&) 14. Interests in Subsidiaries (continued)

FELETMEAREE - BARRXRMR—  The carrying value of the unlisted shares is based on underlying net assets
NANFERBEBEEBAZEME  of the subsidiaries at the time these subsidiaries were acquired by the
NAElk  ZEMBRARNEEFE - Company pursuant to a group reorganisation in 1999.

BB A R KRR EEIF - T FIE TN The amounts due from subsidiaries are unsecured, interest free and have
BREENESHR - EFRR - %=E  no fixed terms of repayment. In the opinion of the directors, repayment of
BN ARBEERRE 2T =  the amounts will not be demanded within twelve months from the balance
AAEE - Hit - ZFSEWEHES  sheet date and, accordingly, the amounts are classified as non-current.
EMEFRIE ©

RRABZEEZMBEARNR _ZZTHF  Details of the Company’s principal subsidiaries at 31st March, 2005 are set

A=+ —BMFBIHNH 28 out in note 28.
15. 1z 8 15. Inventories
AEHE
THE GROUP
2005 2004
FHx FAET
HK$’000 HK$’000
R Raw materials 12,425 12,882
& m Work in progress 15,785 11,963
FLRK mm Finished goods 56,175 34,219
84,385 59,064

FrBEGFEEHAKRATE - All inventories were carried at cost.
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16. Trade and Other Receivables

At 31st March, 2005, included in the Group’s trade and other receivables
were trade receivables of HK$25,360,000 (2004: HK$14,006,000). The
Group allows 30 to 60 days credit period for receivables from sales counters
and an average credit period of 60 to 120 days to its wholesale customers.

Details of the aged analysis of trade receivables are as follows:

A&

THE GROUP
2005 2004
T# FHT
HK$’000 HK$’000
Within 30 days 8,630 6,285
31 - 60 days 5,007 5,556
61 — 90 days 4,107 2,050
Over 90 days 7,616 115
25,360 14,006

17. Trade and Other Payables

At 31st March, 2005, included in the Group’s trade and other payables
were trade payables of HK$15,903,000 (2004: HK$9,763,000). Details of

the aged analysis of trade payables are as follows:

AEE

THE GROUP
2005 2004
THTT FHT
HK$’000 HK$’000
Within 30 days 5,841 5,699
31 - 60 days 1,960 2,144
61 — 90 days 3,601 1,889
Over 90 days 4,501 31

15,903 9,763
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18. i EMHIOKYE 18. Obligations Under Finance Leases
KEE
THE GROUP
REAEEHSR B
REHEEHK Present value of
Minimum lease payments minimum lease payments
2005 2004 2005 2004
FHxT TET T FHT
HK$’000 HK$’000 HK$’000 HK$'000
REBNENEE Amounts payable under finance leases
—FR Within one year 211 211 198 189
E-EERF (BEERMF) In the second to fifth year inclusive 82 292 80 277
293 503
W RAGRRMEER Less: Future finance charges (15) (37)
HERNKRE Present value of lease payments 278 466 278 466

B TR AEI B E Less: Amount due for settlement within

MEEE S twelve months shown under current
BEEH liabilities (198) (189)
+-EAARSEESS Amount due for settlement after
twelve months 80 277

RAMAMEOEEETEHIAKE 1t is the Group policy to hire certain of its motor vehicles under finance

BE - FHOMEFHAAT - BLEZ  |eases. The average lease term is five years. For the year ended 31st March,
TTAF=A=+T—BIEFE " ¥ 2005, the average effective borrowing rate was 8% (2004: 7%). Interest
EREEXREU(ZFETMEF : rates are fixed at the contract date. Finance leases are on a fixed repayment

%) c BREDREGHBEMERE - 8% basis and no arrangements have been entered into for contingent rental
MOZEEEHEE  WELHIEK  payments.

ASEREBEMO 2 FEEUEMA  The Group’s obligations under finance leases are secured by the lessors’
RAEEE 2 HEER - charge over the leased assets.
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19. K 19. Share Capital
Eptilie =
Number of B
ordinary shares Value
FHT
HK$’000
A/AE] THE COMPANY
ERKR (FR@EE.01ET) Ordinary shares at HK$0.01 each
ETE Authorised:
RZZEZE=FMA—QH - At 1st April, 2003,
—EEMFER_FTTRF 31st March, 2004 and 2005
=A=+—H 10,000,000,000 100,000
EETRER Issued and fully paid:
R-_ZEZE=FWH—RH - At Tst April, 2003,
—ETNER_ZTTRF 31st March, 2004 and 2005
—A=+—H 1,656,000,000 16,560
20. ZH 20. Reserves
fetn BA
R ol eyl
Share Contributed Retained A5t
premium surplus profits Total
TEL TET TEL TAET
HK$’000 HK$’000 HK$’000 HK$’000
AAT THE COMPANY
RZZTL=FWA—H At 1st April, 2003 8,611 53,135 10,284 72,030
PR 3R FE i i 7 Profit attributable to shareholders - - 18,926 18,926
ERRE Dividends paid - - (14,407) (14,407)
R-ZTNFHA—H At Tst April, 2004 8,611 53,135 14,803 76,549
PR 3R FE i i 7 Profit attributable to shareholders - - 33,929 33,929
EfRE Dividends paid = - (26,496) (26,496)

RZZEERE=A=1—H At 31st March, 2005 8,611 53,135 22,236 83,982




otes to the Financial Statements 475k 2= fft 5t

For the year ended 31st March, 2005
20. fi&fi (&)

RABHNBAZRS  DERARRE
AWMBRRZH @ ZEHBRRNER
ERREER-NANANFEEEHE
FETE/KBRENARRRNE
BHEHE -

EERAE ARAHSRTFREZ
REBLREEAABBRETRS =
ER_ZETRHE=ZA=+—HH A
53,135,000 c (Z T W F
53,135,000/ 7T.) & 22,236,000/ 7T
—Z TP ¢ 14,803,000 70) ¢ I
RATBARDIREBIETEBNE
TS B HARF T LA(EE -

DA i) VANEIE

% E R EEIR - AFHF B EE
EHERHR -EFRAR - ZEXRK
BT ERB&EEHRTZ TZEARX
BE - At ZFT2BERBERIER
BIAE -

22, &R HKIE

AREBFERATHEA

REAFER  AREREBELEROX
Nzt RBFHESOT

FAREBEEER

HE_ZTZTRF=-A=1+—HIEEE

20. Reserves (continued)

The contributed surplus of the Company represents the difference between
the consolidated shareholders’ funds of the subsidiaries at the date on
which they were acquired by the Company and the nominal value of the
Company’s shares issued for the acquisition at the time of the group

reorganisation in 1999.

In the opinion of the directors, the Company’s reserves available for
distribution to its shareholders comprise its contributed surplus and retained
profits amounting to HK$53,135,000 (2004: HK$53,135,000) and
HK$22,236,000 (2004: HK$14,803,000) respectively as at 31st March, 2005
provided that, after distribution, the Company will be able to pay its debts

as they fall due in the ordinary course of business.

21. Amounts Due to Subsidiaries

The amounts are unsecured, interest free and have no fixed terms of
repayment. Repayment of the amounts will not be demanded within twelve
months from the balance sheet date and, accordingly, the amounts are

classified as non-current.

22. Operating Lease Commitments

The Group as lessee

During the year, the Group made rental payments for land and buildings

under operating leases as follows:

Al

THE GROUP
2005 2004
T# TET
HK$’000 HK$’000
Minimum lease payments 110,373 96,812
Contingent rental payments 16,180 18,889
126,553 115,701
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22. FEEEMARSE (E)

REER  AEER TR HENEE
WRLERY - RTIIHBZ KRR
EHEEEFAZMT :

— R
E-ZERF (BEERME)
BEBF

BRez SRS NEBE A AR T @
RIEHOEEBR  METYWEM
BB SRX -

REBORFDAREREETEE
EEEMAENERNZES - BH
FHB=FFE R H2AFHE
=FEBE-R-

AEBFREAA

FRMERS WA R2,472,000% 7T
(ZZZ P4 ¢ 2,410,00087T) ° ZSH
MEFHFETESR (ZET M
9%) e Wam - MEMELERRKR—Z
WEEERP -
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22. Operating Lease Commitments (continued)
At the balance sheet date, the Group had commitments for future minimum

lease payments under non-cancellable operating leases which fall due as

follows:

AEE

THE GROUP
2005 2004
T# FHT
HK$’000 HK$’000
Within one year 120,017 77,581
In the second to fifth year inclusive 147,002 42,227
Over five years 893 848
267,912 120,656

In addition to these commitments, the Group may pay additional rental
expenses in respect of certain premises which are dependent upon the

level of sales achieved by particular shops.

Operating lease payments represent rental payable by the Group for certain
of its retail shops and office properties. Leases are negotiated for an average

of three years and rental are fixed for an average of three years.

The Group as Lessor

Property rental income earned during the year was HK$2,472,000 (2004:
HK$2,410,000). The properties are expected to generate rental yields of
8% (2004: 9%) on an ongoing basis. All of the properties held have

committed tenants for one to two years.
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22. Operating Lease Commitments (continued)

The Group as Lessor (continued)

At the balance sheet date, the Group had contracted with tenants for the

following future minimum lease payments:

A%

THE GROUP
2005 2004
T#HT FET
HK$’000 HK$’000
Within one year 2,834 1,929
In the second to fifth year inclusive 3,319 371
6,153 2,300

The Company had no operating lease arrangement during the year or at the

balance sheet date.

23. Pledge of Assets

At the balance sheet date, the following assets were pledged by the Group

to certain banks to secure general banking facilities granted to the Group:

REE

THE GROUP
2005 2004
T FET
HK$’000 HK$’000
Investment properties 29,900 26,130
Leasehold land and buildings 16,600 14,800
Short term bank deposits 1,389 1,367

47,889 42,297
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24. Share Option Schemes

Pursuant to ordinary resolutions passed at the annual general meeting of
the Company on 17th September, 2003, a new share option scheme (the
“2003 Scheme”) was adopted by the Company and the share option scheme
adopted on 15th April, 1999 (the “1999 Scheme”) was terminated. No
option had been granted under the 1999 Scheme.

The Company operates the 2003 Scheme for the purpose of providing
eligible participants with the opportunity to acquire proprietary interests in
the Company and to encourage participants to work towards enhancing the
value of the Company and its shares for the benefit of the Company and its
shareholders as a whole. All directors, full-time employees and any other
persons who, in the sole discretion of the board of directors of the Company,
have contributed or will contribute to the Group are eligible to participate
in the 2003 Scheme.

Shares which may be issued upon exercise of all options to be granted
under the 2003 Scheme or any other share option scheme adopted by the
Company must not in aggregate exceed 10% of the shares of the Company

in issue on the date of adoption.

The Company may renew this 10% limit with shareholders’ approval
provided that each such renewal may not exceed 10% of the shares in the

Company in issue as at the date of the shareholders’ approval.

The total number of shares of the Company which may be issued upon
exercise of all outstanding options granted and yet to be exercised under
the 2003 Scheme or any other share option scheme adopted by the Company

must not exceed 30% of the shares in issue from time to time.

Unless approved by shareholders of the Company, the total number of
shares of the Company issued and to be issued upon the exercise of the
options granted to each participant (including both exercised and
unexercised options) under the 2003 Scheme or any other share option
scheme adopted by the Company in any 12-month period must not exceed

1% of the shares of the Company in issue.




otes to the Financial Statements 475k 2= fft 5t

For the year ended 31st March, 2005

24. [BRxMESTE ()

BREZTEHRSHEARRNEL
REE ZHEATFERBRERY
BEIRG T FRER - RERHBRE
B ARARABEETENARER
Bz REMR - REBREZELY
ARAZSEEZHHEBZEN RN
BEHREA -+ —BHRER - mRE
MBRERAIN1IET -

TEBRERG TRITZAR ARG
WRBEE  THELRTI=F28E
EF:OREHNAE  AARKRGNE
REBEZBARERZBH KD
B: (\BBEEHEHIAERAB A
REIRHRBREL 2B ARERX
2T E - R (i) E4H
ZARABBRMDEE - ARREEE M
SEEREBERESEETREE -

ERM-FT=EHETATZAH
EARATERE-TT =S5 8
i AR E ©

RRARMNAFEREFERALERE
EROBARE

HE_ZTZTRF=-A=1+—HIEEE

24. Share Option Schemes (continued)

The period within which the options must be exercised will be specified by
the Company at the time of grant. This period must expire no later than 10
years from the date of grant of the options. At the time of grant of the
options, the Company may specify a minimum period for which an option
must be held before it can be exercised. The offer of a grant of share
options may be accepted within 21 days from the date on which the letter
containing the offer is delivered to that participant and the amount payable

on acceptance of an option is HK$1.

The subscription price for the shares of the Company to be issued upon
exercise of the options shall be no less than the highest of (i) the closing
price of the shares of the Company as stated in the daily quotations sheets
issued by the Stock Exchange on the date of offer; (ii) the average closing
price of the shares of the Company as stated in the daily quotations sheets
issued by the Stock Exchange for the five business days immediately
preceding the date of offer; and (iii) the nominal value of a share of the
Company on the date of offer. The subscription price will be established by
the board of directors of the Company at the time the option is offered to

the participants.

No options may be granted under the 2003 Scheme after the date of the
tenth anniversary of the adoption of the 2003 Scheme.

No options were granted to the directors of the Company during both

years.
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TREBALERAFBER-TT
SEHBEL  BREEE RS
BiEZ 2D
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T

(BRI Ak
RHAM Vesting period
Date of grant (from the date of grant)

“EE-E4-B+N\A ZET=E+-A+N\RZ
ZRRRET-ATtH
18th November, 2003
to 17th November, 2005

18th November, 2003

“EE-EF-B+N\A ZET=E+-A+N\RZ
ZERtET-ATtH
18th November, 2003
to 17th November, 2007

18th November, 2003

“EINENA-+-H —ETMEAA-T-RE
ZEERRENAZTH
21st September, 2004
to 20th September, 2006

21st September, 2004

“EIMEARZT-B Z2EMEAAZT-RE
“EEN\FARZTH
21st September, 2004
to 20th September, 2008

21st September, 2004

HE_ZTZTRF=-A=1+—HIEE

24. Share Option Schemes (continued)

The following table discloses details of options granted under the 2003
Scheme held by employees of the Group and movements in such holdings.

During the year ended 31st March, 2005:

e

Exercisable period

ZEERET-ATNRE
ZERLET-RTtA
18th November, 2005
to 17th November, 2007

ZRELET-ATNRE
“EENE+-A1tA
18th November, 2007
to 17th November, 2009

“ETAEAAST-AE
“ET\EARZTH
21st September, 2006
to 20th September, 2008

“EE\ENAZT-RE
“2-TFAA-TH
21st September, 2008
to 20th September, 2010

TR
Exercise
price

per share

HK$0.162

HK$0.162

HK$0.255

HK$0.255

REENE REERE
MA-H  REER  REER ZA=+-0
i3 it G I - P
Balance Granted Cancelled  Outstanding

at during during at

1.4.2004 the year the year  31.3.2005
18,600,000 - (600,000) 18,000,000
18,600,000 - (600,000) 18,000,000
- 2,000,000 - 2,000,000

- 2,000,000 - 2,000,000
37,200,000 4,000,000 (1,200,000) 40,000,000
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24.

ETESECE

(BRI ARE)
RHHH S Vesting period
Date of grant (from the date of grant)

“ZT-F+-f+/\B _TE=FF+-F+/\HZ
“ERRET-ATtA
18th November, 2003
to 17th November, 2005

18th November, 2003

“ZZ=#+-A+)\B _EE=F1+-At+/\HZ
“ERtET-ATtA
18th November, 2003
to 17th November, 2007

18th November, 2003

AR BERNEE A FTACEE B 5 &
BREMXN2ERERIET -

24.

HE_ZTZTRF=-A=1+—HIEEE

During the year ended 31st March, 2004:

i

Exercisable period

“ZRRFT-ATNEE
ZERLET-ATtA
18th November, 2005
to 17th November, 2007

“EELET-ATNRE
“2RAEt-AtER
18th November, 2007
to 17th November, 2009

iR

Exercise
price

per share

HK$0.162

HK$0.162

Share Option Schemes (continued)

REF2=F REBEME
MA-H  REER REER ZA=+-0

P i 3 it G I - i1
Balance Granted  Cancelled  Outstanding

at during during at

1.4.2003 the year the year  31.3.2004

- 19,900,000 (1,300,000) 18,600,000

- 19,900,000 (1,300,000 18,600,000

- 39800000  (2,600,0000 37,200,000

Total consideration received during the year from employees for taking up

the options amounted to HK$4.
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24. Share Option Schemes (continued)

The financial impact of share options is not recorded in the Company’s or
the Group’s balance sheet until such time as the options are exercised, and
no charge is recognised in the income statement in respect of the value of
options granted in the year. Upon the exercise of the share options, the
resulting shares issued are recorded by the Company as additional share
capital at the nominal value of shares, and the excess of the exercise price
per share over the nominal value of the shares is recorded by the Company
in the share premium account. Options which lapse or are cancelled prior
to their exercise date are deleted from the register of outstanding options.

25. Retirement Benefits Schemes

The Group operates the Mandatory Provident Fund (“MPF”) scheme for
qualifying employees of the Company and its subsidiaries in Hong Kong.
The assets of the MPF scheme are held separately from those of the Group
in funds under the control of trustees. The Group contributes 5% of relevant
payroll costs to the MPF scheme, which contribution is matched by
employees.

The Company’s subsidiary operating in Singapore is required to participate
in the Central Provident Fund (“CPF”) scheme. The retirement benefit costs
charged to the income statement represent contributions to the CPF scheme
by the Group at rates specified in the rules of the CPF scheme.

The Group’s subsidiaries operating in the PRC and Taiwan are also required
to make contributions to state retirement benefit schemes in the PRC and a
pension plan in Taiwan, respectively. The subsidiaries are required to
contribute a specific percentage of the monthly salaries of the employees
to the relevant schemes/plan to fund the benefits. The only obligation of
the Group with respect to these pension schemes/plan is to make the
specified contributions.

26. Contingent Liabilities

At 31st March, 2005, the Company had provided guarantees of
HK$106,390,000 (2004: HK$84,390,000) to certain banks in respect of
banking facilities granted to certain subsidiaries of the Company. At 31st
March, 2005, HK$2,885,000 (2004: HK$2,998,000) of these facilities has
been utilised.
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Connected and Related Party Transactions

During the year ended 31st March, 2004, the Group paid rental
expenses of HK$244,000 toR 5 M EFIERPFIRERZE S (the
“RMEFBERZEE”, formerly known as “fEfIEEEE”), the
holding company of a minority shareholder of Dong Guan Dico
Fashion Co., Ltd. (“Dico”), a subsidiary of the Company. The payment
was made in accordance with the terms of two tenancy agreements
entered into between the Group and EFIZEERZE® on 30th
December, 1998 and 24th July, 2000 (collectively the “Old
Agreements”) for leasing of factory premises and staff quarters in the
PRC. On 1st May, 2003, the Group entered into a termination
agreement with [EF1%/E KZ B & to terminate the Old Agreements
with immediate effect.

On 28th April, 2003, the Group entered into a tenancy agreement
with R 5T PTEA fE PSR 4 Bk & 44, an enterprise wholly owned
by EFIZEERZE g, for leasing of factory premises and staff
quarters in the PRC (the “New Agreement”). Pursuant to the terms of
the New Agreement, the Group paid rental expenses of HK$1,998,000
(2004: HK$1,815,000) to 3R 55 fE FI#H (R FISE A& B B & 44 during
the year.

On 26th April, 2000, Veeko Manufacturing Company Limited, a
wholly-owned subsidiary of the Company, and 3 5= [ P91 2 % &
BERRAE,
supplemental joint venture contract for increasing the total investment
and the registered capital of Dico from HK$15,100,000 to
HK$18,200,000. At 31st March, 2005, the Group had outstanding
commitments amounting to HK$1,310,000 (2004: HK$1,310,000) in

respect of the capital injection to Dico.

a minority shareholder of Dico, entered into a
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28. FRIMBATIFG 28.

Particulars of Principal Subsidiaries

RARAR -_ZTZERAF=A=+—HBH

TEMBARMNFEBNT :

2005 were as follows:

Particulars of the principal subsidiaries of the Company as at 31st March,

AR T
HRERT
A S
E&1TH =N e
BUERAR Proportion of
i AfEA  nominal value of
AT b EG Issued and issued capital/
Place of fully paid registered
IEYNGIEA incorporation/ share capital/ capital held FEXK
Name of subsidiary establishment registered capital by the Company  Principal activities
(Hteta)  (Hfatb)
(note a)  (note b)
Boutique Veeko Macao, pdl| 25,0008 P9 #& 100% MHEKZE
Limitada Macau MOP25,000 Retailing of garments
AR LkmER AR i 1,000,0007% 7T 100% ok REEmEE
Colourmix Cosmetics Hong Kong HK$1,000,000 Retailing of cosmetics
Company Limited & skin care products
AR mRFIAR A A R 25,0002 P9 #& 100% femBkEEmTE
Colourmix Cosmetics Macau MOP25,000 Retailing of cosmetics
Macau Company Limited & skin care products
SHERBRAERAR (Midc) HBE 16,109,950 7T 75% RRIKEBIE
Dong Guan Dico Fashion PRC HK$16,109,950 Manufacturing of
Co., Ltd. (note c) garments
ISR EE R A = B KA R A A G 8,000,000 7T 100% MKREE
(Htatad)
Shantou Huanan Digao Fashion  PRC HK$8,000,000 Manufacturing of
Co., Ltd. (note d) garments
WBEASBRARAR (HFd) &+ 8,000,000/ 7T 100% RKREE
Shantou Yingko Fashion PRC HK$8,000,000 Manufacturing of

Company Limited (note d)

garments
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28. FZMBATCIFE (&) 28

b A E B

Name of subsidiary

Veeko Advertising Agency
Company Limited

BEEREERAA
Veeko Fashion Company
Limited

Veeko Fashion Far East

Company Limited

Veeko Fashion (Singapore)
Pte Ltd.

Veeko Holdings Limited

Veeko Manufacturing
Company Limited

BB SREERRAA
Veeko Trading Fashion
Company Limited

Wina Success Limited

s
Bz 3 B
Place of
incorporation/
establishment

BB
Hong Kong

BB
Hong Kong

REBREZES
British Virgin
Islands

N

Singapore

REBREZES
British Virgin
Islands

RBRZES
British Virgin
Islands

B
Hong Kong

BB
Hong Kong

E&TA

e A

st EA

Issued and

fully paid

share capital/
registered capital

10078 7T
HK$100

2,400,000 7T
HK$2,400,000

IE
US$1

1,000,000 H0 3 7T

SGD1,000,000

618.563% JT
US$618.56

IEH
US$1

600,000 7T
HK$600,000

10078 7T
HK$100
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AR T
HRERT
A ST

BEARmfELEH)
Proportion of
nominal value of
issued capital/
registered
capital held

by the Company
(Kiita)

(note a)

100%

100%

100%

100%

100%

100%

100%

100%

Particulars of Principal Subsidiaries (continued)

TRXE

Principal activities
(Htztb)

(note b)

REEREREERY
Provision of advertising
and promotional

services

RREE

Retailing of garments

ELBEERKESE
Retailing of garments
in Taiwan

RREE

Retailing of garments

BREZEK

Investment holding

Trading of fabrics and
garments

KREKEBERFEDE
Trading of garments
and property holding

REMEREHR
B RITBURTS
Property holding and
provision of accounting
and administrative

services
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For the year ended 31st March, 2005 HE_ZZAF=-A=T—HILFE

28. FTEMBATIEEE (&) 28. Particulars of Principal Subsidiaries (continued)

B et Notes:
a. ZAATH#EF A Veeko Holdings  a. The Company directly holds the interest in Veeko Holdings Limited. All
Limited B9 # %5+ EXPRRFT A ## other interests shown above are indirectly held by the Company.

BRARARERE -

b. BREXTEXZK - WSHFEAIN - b. The principal activities are carried out in place of incorporation/establishment
BT = BEHEBH N M, K2 except as otherwise stated under principal activities above.

HEIT -

c. ARBNEELERARZEAE c The company is registered in the form of equity joint venture company.
it - BEEECERZE  ~EED Pursuant to the joint venture agreement, the Group is entitled to 100% result
IEARRA BB - of this company.

d. ZARANUZEERIERECEZ d. The companies are registered in the form of wholly-owned foreign investment
A G e enterprises.

P EARRFENSFAEMER  None of the subsidiaries had any debt securities outstanding at the end of
BEEMEREENEEER - the year or at any time during the year.

EFRINHEERBNRAFANEIETE  The above table lists the subsidiaries of the Company which, in the opinion
REBXEINANFEERKBEBEA  of the directors, principally affected the results of the Group for the year or
SEARMHEEFELMBEART - E  formed a substantial portion of the assets of the Group at the end of the
ERRINHEMBMBEATDZFHBEES  year. To give details of other subsidiaries would, in the opinion of the
ERBRITE - directors, result in particulars of excessive length.
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E Results
HE=HA="1—HIFE
Year ended 31st March,
2001 2002 2003 2004 2005
FET FET FET FET FHx
HK$’000 HK$'000 HK$'000 HK$000 HK$000
KRR TURNOVER 345,014 367,842 427,338 446,227 509,208
B& B iy Al PROFIT BEFORE TAXATION 43,725 16,406 33,780 68,051 85,222
Bla TAXATION (1,878) 649 (3,756) (9,460)  (10,136)
% B (e Fl) PROFIT ATTRIBUTABLE TO
SHAREHOLDERS 41,847 17,055 30,024 58,591 75,086
B ald Assets and Liabilities
*—H=+—~H
At 31st March,
2001 2002 2003 2004 2005
FAT FAT FAT FET FHT
HK$’000 HK$'000 HK$'000 HK$000 HK$000
E E TOTAL ASSETS 224,888 242,730 215,972 269,959 326,415
e S TOTAL LIABILITIES (67,497) (74,636) (27,340) (37,600) (43,964)

RRES SHAREHOLDERS” FUNDS 157,391 168,094 188,632 232,359 282,451
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AEER-_ZTZTRF=A=1+—HBHK  Particulars of the Group’s investment properties, all of which are wholly-
ME2EBRANKREMENFEIE M owned, at 31st March, 2005 are as follows:

T
THE& HA &

LY ES Properties Term of lease Purpose
BEFAZBANENE 15th Floor, Lorry Space No. L24 & HA T%
192-2005% {2 f@ 7 /L on 1st Floor and Parking Spaces Medium-term Industrial
—Hi15i8 - 1IEEE No. P65 and No. P68 on 2nd Floor,
L2455 K 242 B {7 P65%% I P6855E Wyler Centre Phase Il

192 — 200 Tai Lin Pai Road

Kwai Chung

New Territories

Hong Kong
BEBENERDES LE A13 on 3rd Floor and A8 and + & T
489-4915R BB T X L AR A13 on 7th Floor, Block A, Medium-term Industrial
IEA13GE R Hong Kong Industrial Centre,
7 A8 KR A135R 489 — 491 Castle Peak Road

Cheung Sha Wan

Kowloon

Hong Kong
ERNERDE Workshop Nos. 2 and 3 on & I
LU 38 69657 B S A Ly 3rd Floor, Vogue Centre, Medium-term Industrial
3B 25% R 35E T35 696 Castle Peak Road

Cheung Sha Wan

Kowloon

Hong Kong




