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Business Review & Prospects

Business Review

As at 31st March, 2006, the Group recorded a turnover of HK$581,315,000
(2005: HK$509,208,000), representing an increase of 14.2% compared with the
corresponding period last year. The year’s gross profit margin decreased by 6.2%
from last year, mainly due to the dilution of gross profit margin by the cosmetics
business. Profit for the year was HK$49,490,000 (2005 restated: HK$73,672,000),
representing a decrease of 32.8% compared with the corresponding period last
year. The decrease in results for the year was mainly attributable to the increasing

rental and labour costs.

Fashion Business

As at 31st March, 2006, the turnover from fashion business amounted to
HK$497,665,000, which was about the same as last year, accounting for 85.6%
of the Group’s total turnover. The fashion business remained the key contributor
to the Group’s turnover and profit. As for the segment result, the segment result
of the fashion business amounted to HK$52,798,000, representing a decrease of
39.8% from HK$87,756,000 last year.

Fashion Business — Hong Kong and Macau Markets
As at 31st March, 2006, the Group had altogether 63 outlets in Hong Kong and

Macau (2005: 61 outlets). During the period under review, the local economic
continued to improve and the unemployment rate declined. Nevertheless, such
a prosperous market atmosphere resulted in a keener competition, and the over-
optimistic expectation of the economic benefit from the opening of Hong Kong
Disneyland led to an unreasonable rental increase which resulted in an
unavoidable contracted profit margin which made the business environment

become tough. During this financial year, the fashion business in Hong Kong

and Macau recorded a turnover of HK$289,900,000, representing a decrease of
1.5% compared with HK$294,405,000 last year.
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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 April
2006.

Fashion Business — Taiwan Market

During the year, the retail business in Taiwan recorded a turnover of
HK$146,120,000, representing a decrease of 2.4% over last year. As at 31st
March, 2006, the Group had 60 outlets in Taiwan (2005: 61 outlets). During
the period under review, the impact on the local consumer sentiment due to
tightening the credit card loan amount by the banks in Taiwan, as well as
several typhoons during the year, slightly decreased the turnover as compared
with last year. During the year, the Taiwan market accounted for approximately
29% (2005: 30%) of the total turnover of the Group’s fashion business.

Fashion Business — Singapore Market

During the year, the retail business in Singapore recorded a turnover of
HK$31,531,000, representing an increase of 3.7% compared with the
corresponding period last year. As at 31st March, 2006, the number of the
Group’s outlets in Singapore has increased from 8 during the corresponding
period last year to 11. Profit was continuously recorded as a result of the
strengthened local management team which significantly enhanced the business

performance.

Fashion Business — Other Markets
As at 31st March, 2006, besides the markets in Hong Kong and Macau, Taiwan

and Singapore, there were 56 outlets on the mainland offering the Group’s
Veeko and Wanko products (2005: 52 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 Chongqing,

Wuhan, Nanjing, Kunming, Nanchang, Nanning, Dongying, Xiamen, Quanzhou,

Jiangmen, Yantai and Qingdao.
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Cosmetics Business

The Group launched its cosmetics retail chain business in October 2004 and
established the Colourmix stores. As at 31st March, 2006, there were 11 outlets
(2005: 7 outlets), of which 8 were in Hong Kong and 3 in Macau. During the
year, the Group’s cosmetics retail business recorded a turnover of HK$83,650,000
(2005: HK$11,018,000), accounting for 14.4% of the Group’s total turnover.
The segment result of the cosmetics business recorded a loss, as expected, of
approximately HK$17,529,000. This was mainly due to the development of the
cosmetics retail network last year coincided with the huge rental increase, most
newly established outlets during the period under review were located in tourist
districts such as Mongkok and Tsim Sha Tsui where rents and renting cost were
high, as well as the small proportion of exclusive brands at the initial stage of
development, the gross profit margin was therefore similar to that of last year
with no significant improvement. Until the end of 2005, the gross profit was
improved as exclusive imported products started to be introduced from abroad
directly. In future, the Group will seek to strengthen the combination of goods
and more exclusively distributed products will be introduced to increase the
gross profit margin. The Group has opened Colourmix cosmetics designated
counters at the Veeko and Wanko stores in Taiwan since the mid-March 2006,
mainly for the purposes of sales of the exclusive cosmetics and skin care brands
and initial test for the Taiwan market, and 14 Colourmix designated counters
has been opened. Although the cosmetics business was still in a loss position at

this stage, the Group will continue to expand its cosmetics business in a prudent

manner.

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.
The base number of outlets will remain unchanged. More efforts on cost control
and human resources management can help to improve the Group’s turnover
and profitability, which also set off part of the pressure induced by rental increase.
The effectiveness of such measures can be reflected in the performance of the
period between April and June 2006. The turnover of Hong Kong and Macau
for the period between April and June 2006 recorded an increase of approximately
16% as compared with the corresponding period last year, the turnover of
comparable outlets recorded a satisfactory increase of approximately 13%. The

base number of outlets in Taiwan will also remain unchanged, but some outlets
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In November 2005, the
Company was elected as one of
the “Hong Kong Outstanding
Enterprise 2005”, by a famous
Hong Kong economic magazine,

the Economic Digest.

with high rents but low efficiencies will be closed down and the Group will
strive to improve the internal operating management. In Singapore, after
reviewing the region’s business and making appropriate strategic adjustments,
the Singapore market has made profit contribution to the Group for two
consecutive years. The Group will develop the Singapore market in a prudent
manner, and plans to increase the number of outlets by the end of next financial
year. On the mainland, the Group will step up its efforts in promoting the
Veeko and Wanko brands, taking advantage of the ongoing economic growth.
The Group will also explore the possibility of direct investment in retailing
besides developing the franchise business in the coming year to enlarge the
retail network in the PRC. The Group is optimistic and confident of the

mainland market.

As for cosmetics business, since the end of 2005, the company has directly
introduced several international imported cosmetics products for exclusive
distribution, most of which were skin care products. These well-received new
additions led to a significant growth of gross profit. The overall gross profit
margin was approximately 36% for 2005/2006, and the figure increased to
approximately 43% for the period between April and June 2006 while the
sales of exclusively distributed products accounted for 35% of the overall
turnover for the same period as compared to that of 27% for 2005/2006. The
exclusive cosmetics products of the Group include Coréana, Entia, Gatineau,
Geo, Helenere along with the newly acquired Amadoris, Esterel, Frais Monde,
Inseta, Swissological, which are mainly brands from France, Switzerland, Italy
and Korea. On top of these skin care brands, perfumes as well as other personal
care products exclusively and directly imported from abroad also contributed
to the sustaining growth of gross profit margin. The Group undertook the
burden attributed to the peak rental level of several new launched outlets at
tourist districts last year. As a result, in August 2005, the Group called a halt
on its retail network expansion which was subsequently resumed in April

2006. By the end of June 2006, 3 more outlets were set up, making it 14
= Un-m g

PO o

] n. I iE-g
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outlets in place. These 3 new establishments recorded satisfactory results. For
the period between April and June 20006, the turnover of the comparable stores
experienced a notable growth of approximately 31% as compared with that of
the corresponding period last year. The Group has full confidence for its
cosmetics business and sets to further its pace of development. Several upcoming
Colourmix stores are scheduled to open in Jusco Tuen Mun Store, shopping
arcades such as Prudential Centre in Jordan and East Point City in Tseung
Kwan O. The Group will diversify its product mix, increase the number of
exclusively distributed products, and enhance service quality through staff

training.

On 6th May, 2005, the Group’s three brands, Veeko, Wanko and Colourmix,
were awarded “Superbrands” by the Hong Kong Superbrands Council. The award
has demonstrated the universal recognition of the customer loyalty, product
quality, market dominance and acceptance of the Group’s brands. Moreover,
the Company was elected as one of the “Hong Kong Outstanding Enterprise
2005” by the Economic Digest, a reputable economic magazine in Hong Kong,
in November 2005. The award has proved that the outstanding business
performance of the Company in last year was well recognized. In the future, the
Group will continue to offer products with superb value, improve the quality of
products and enhance the service standards of its employees through staff
training, with a view to providing high quality services to our clients and
strong support to the brands. The Group is cautiously optimistic and fully

confident of its prospects.
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Liquidity & Financial Resources

The Group’s working capital decreased from HK$182,050,000 (restated) as at
31st March, 2005 to HK$178,040,000 for the year while its current ratio and

quick ratio were maintained at a healthy level of 3.5 and 1.79 times respectively.

As at the balance sheet date, the Group’s cash and bank balances amounted to
HK$53,065,000 (2005: HK$95,575,000) and there was no outstanding bank
borrowings and overdraft (2005: Nil) whereas the total borrowings was

HK$80,000 (2005: HK$278,000).

As at the balance sheet date, the gearing ratio of the Group is 0.0003 (2005:
0.001) which is calculated based on the Group’s total borrowings of HK$80,000
(2005: HK$278,000) and the shareholders’ fund of HK$293,149,000 (2005
restated: HK$279,003,000).

As at 31st March, 2006, the Group had banking facilities amounting to
HK$108,200,000 (2005: HK$80,572,000), of which HK$8,732,000 (2005:
HK$3,230,000 representing bank guarantees) 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.

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$60,253,000 (2005 restated: HK$43,919,000).

Contingent Liabilities

At 31st March, 2006, the Company had provided guarantees of HK$121,200,000
(2005: HK$106,390,000) to certain banks in respect of banking facilities granted
to certain subsidiaries of the Company. At 31st March, 2006, HK$8,732,000
(2005: HK$2,885,000) of these facilities has been utilised.
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Foreign Exchange Exposure

Certain trade payables and purchases of the Group are denominated and settled
in foreign currencies. The management will continue to monitor its foreign
exchange position and, if necessary, will hedge its foreign currency exposure by

way of forward foreign exchange contract.

Staff & Remuneration Policies

As at the balance sheet date, the Group had 3,567 employees (2005: 3,500).
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, I 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, 19th July, 2006
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The directors present their annual report and the audited financial statements
for the year ended 31st March, 2006.

Principal Activities

The Company is an investment holding company. The principal activities of its

principal subsidiaries are set out in note 34 to the financial statements.

Results and Appropriations

The results of the Group for the year ended 31st March, 2006 are set out in the

consolidated income statement on page 34 of the annual report.

An interim dividend of HK0.9 cent per share amounting to HK$14,950,000 was
paid to the shareholders during the year. The directors now recommend the
payment of a final dividend of HK1.1 cents per share to the shareholders whose
name appeared on the register of members on 21st August, 2006, amounting to

HK$18,284,000, and the retention of the remaining profit for the year.

Property, Plant and Equipment

During the year, the Group spent HK$17,262,000 on the acquisition of property,

plant and equipment for the purpose of expanding the Group’s business.

Leasehold buildings of the Group were revalued at 31st March, 2006. The
revaluation resulted in a surplus of HK$864,000 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 17 to the financial statements.




irectors’ Report # 5 & i i

<t/ S

REBMZBEEYEN ZFENE=NH
= —HH#EATE AL © 123,350,000 70
ZATEMETED AT AL A RA
ek -

AW 2 BRSNS B
7 O V8 R B FE 16 -

A 2 BB W) SRR AR R
92H -

Ay A 22 AR T AR T TR 2 B A
T R R M RE 27 o

A %5 W) Z af 3k 5y R fii 44

R AAR SR TR Z
folf A HG BN BBR RO A U A
MER __FZNE=ZA=+T—H%
Al £ 53,135,000% o6 (= F & A AE
53,135,000% 7€) & 20,457,000 7t (—
FEAAE 1 22,236,000800) 5 MEA L
A1 JE RS 43 UR 15 406 1 H ST R B B
R T DA R -

Investment Properties

Investment properties of the Group were revalued at 31st March, 2006. The
increase in fair value of HK$23,350,000 has been credited directly to the

consolidated income statement.

Details of this movement in the investment properties of the Group during the

year are set out in note 16 to the financial statements.

A summary of the investment properties of the Group is set out on page 92 of

the annual report.

Share Capital

Details of movements during the year in the share capital of the Company are

set out in note 27 to the financial statements.

Distributable Reserves of the Company

In the opinion of the directors, the Company’s reserves available for distribution
to its shareholders comprise of contributed surplus and retained profits amounting
to HK$53,135,000 (2005: HK$53,135,000) and HK$20,457,000 (2005:
HK$22,236,000) respectively as at 31st March, 2006 provided that, after
distribution, the Company will be able to pay its debts as they fall due in the

ordinary course of business.
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Directors|

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

were:

Executive directors

Mr. Cheng Chung Man, Johnny (Chairman)
Ms. Lam Yuk Sum (Managing Director)

Independent non-executive directors

Mr. Cheng Chung Hoo
Mr. Yang Wei Tak
Mr. Yeung Wing Kay

In accordance with clause 108 of the Company’s Articles of Association, Mr.
Cheng Chung Hoo retires at the forthcoming annual general meeting and, being

eligible, offers himself 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 Association.

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 49, is the chairman 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 22
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 46, is the managing director of the Group 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 19 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 69, 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 14 years.

Mr. YANG Wei Tak, aged 76, 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 54, 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 13 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 37, 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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to 20th September, 2006

CEFMEARN Y0 ZEFNEAAZTHE
21t September, 2004 ZEENEAAZTR
st September, 2004
to 20th September, 2008

AR O AR AT 2 R A
T 1 R 7 34T 2 Mk AR A
32,300,000/% (T i # & —FFENE=
H=E=+—HILEEZITMHELTHZ
1,000,000 I HE A tL FRBE) o i AR AT
Z WAL i A i B AR 3\ 2B
TTIEAR#)2% ©

Share Option Scheme

Particulars of the share option scheme adopted by the Group are set out in note

30 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, 2006:

RERFLE RERERE

MA—H REEN  REER ZA=+-H

FRATHE Z itk frfi it AT

el Exercise Balance Exercised Cancelled  Outstanding
Exercisable price at during during at
period per share 1.4.2005 the year the year 31.3.2006

CREHET-RATARE 0.162i T 18,000,000 (5,700,000) (500,000) 11,800,000
“ETEEF-ATLH HKS0.162

18th November, 2005
to 17th November, 2007

ZEEEET-NTARZR 0.162i6 7T 18,000,000 - (500,000) 17,500,000
“EENFT-ATLH HKS0.162

18th November, 2007
to 17th November, 2009

ZEENEAAZA-HE 0.255% ¢ 2,000,000 - - 2,000,000
ZZENENAZAH HK$0.255

21st September, 2006
to 20th September, 2008

“ERNELAZT-HE 0.55% ¢ 2,000,000 - - 2,000,000
ZE-FENAZTH HK$0.255

21st September, 2008
to 20th September, 2010

40,000,000 (5,700,000)  (1,000,000) 33,300,000

At the date of this report, the total number of shares to be issued upon exercise
of the outstanding options is 32,300,000, as adjusted for options exercised and
cancelled subsequent to year ended 31st March, 2006 of 1,000,000. The
outstanding options represent approximately 2% of the issued share capital of

the Company at the date of this report.
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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:

FR A MR T
AN AT
B F¢ L BEAT J§ A H 4 b
EE R ME Percentage of
Number of the issued
54y issued ordinary share capital
ERELA Name of director Capacity shares held of the Company
VS g8 S0 5 A Mr. Cheng Chung Man, Johnny HmELEER 994,044,180 59.82%
Held by trust (Bt 7E)
(Note)
ME R+ Ms. Lam Yuk Sum M5 FE R A 994,044,180 59.82%
Held by trust (Bt 7t)
(Note)
Hu A A 124,194,000 7.47%
Beneficial owner
1,118,238,180 67.29%

BiaF o 8% 55 994,044,180/% 17 M1 Silver Note: These 994,044,180 shares are beneficially owned by Silver Crown Profits

Crown Profits Limited ([ Silver Limited (“Silver Crown”). The shares in Silver Crown are in turn held by
Crown)) Tl #E 4 ° Silver Crown the trustee of the ] Cheng Family Trust, a discretionary trust, the discretionary
Mg By 75 i 2 BE{E RE] Cheng objects of which include family members of Mr. Cheng Chung Man, Johnny
Family Trust A9 4 HE 7 45 A Br £ and Ms. Lam Yuk Sum.

IR ot ACH A S T UN TR
88 3C S5 R MobR R AR 2t B9 R
B o
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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, 2006, 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 32 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 32(a)(i) 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;

(ii)  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, 2006, 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.

AR BBAT

P fe 84T JBe A H Ay o

ewi e gE] Percentage of

Number of the issued share

54y issued ordinary capital of the

Ji& R 4k 44 Name of shareholder Capacity shares held Company

i 17 Cheah Cheng Hye M Z PR S WA 153,000,000 9.21%
Held by controlled (Bt 7t)
corporation (Note)

HUPE O 4 A Value Partners Limited M ESHFE 153,000,000 9.21%
NE Held by investment (Bt 7E)
managers (Note)

Value Partners Value Partners SRk TN 88,160,000 5.31%

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 Stocks Fund owns an aggregate of 153,000,000
ordinary shares of the Company. Mr. Cheah Cheng Hye is deemed to be
interested in 153,000,000 ordinary shares of the Company as he beneficially

owns 32.77% 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 58% of the Group’s total purchases for
the year and the purchases attributable to the Group’s largest supplier were
approximately 25% 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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Emolument Policy

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and

competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating results,

individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to directors
and eligible employees, details of the scheme is set out in note 30 to the financial

statements.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout the year ended
31st March, 2006.

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
Chairman

Hong Kong, 19th July, 2006
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The Board of Directors (“Board”) is pleased to present this Corporate Governance
Report in the Group’s annual report for the year ended 31st March, 2006.

In November 2004, The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) promulgated the Code on Corporate Governance Practices (“CG
Code”) contained in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange (“Listing Rules”) which sets out the corporate
governance principles (“Principles”) and the code provisions (“Code Provisions”)
with which the listed issuers are expected to follow and comply.

The Company recognizes the importance of good corporate governance as an
essential component of the development of the Company and has, basing on
the Principles and Code Provisions as set out in the CG Code developed the
Company’s corporate governance practices. Throughout the year ended 31st
March, 2006, the Company has complied with most of the Code Provisions that
are considered to be appropriate to the conduct and needs of the Company save
for certain deviations from the Code Provisions details of which will be explained
in the relevant paragraphs in this Report.

The Company conducts regular reviews of its corporate governance practices to
ensure that the CG Code is followed.

The key corporate governance principles and practices of the Company are

summarized as follows:

THE BOARD

Responsibilities

The Company has not formalized and adopted the written terms on the division
of functions reserved to the Board and delegated to the management. The Board
is responsible for the leadership and control of the Company and oversees the
Group’s businesses, strategic decisions and performances. The senior management
was delegated the authority and responsibilities by the Board for the day-to-day
management and operations of the Group. Approval has to be obtained from
the Board prior to any significant transactions entered into by the senior

management.

All directors have full and timely access to all relevant information as well as
the advice and services of the Company Secretary, if and when required, with a
view to ensuring that Board procedures and all applicable rules and regulations

are followed.

Each director is normally able to seek independent professional advice in

appropriate circumstances at the Company’s expense, upon making request to

the Board.
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Composition

The Board has in its composition a balance of skills and experience necessary

for independent decision making and fulfilling its business needs.

The Company has adopted the recommended best practice under the CG Code
for the Board to have at least one-third of its members comprising independent

non-executive directors.

The Board currently comprises five members, consisting of two executive directors
and three independent non-executive directors. Biographical details of the
directors and the relationships among them are set out in the “Directors’ Report”

on pages 11 to 20 of the annual report.

During the year ended 31st March, 2006, the Board at all times met the
requirements of the Listing Rules relating to the appointment of at least three
independent non-executive directors with at least one independent non-executive
director possessing appropriate professional qualifications, or accounting or related

financial management expertise.

The Company has received written annual confirmation from each independent
non-executive director of his independence pursuant to the requirements of the
Listing Rules. The Company considers all independent non-executive directors
to be independent in accordance with the independence guidelines set out in

the Listing Rules.

Appointment and Succession Planning of Directors

Code Provision A.4.1 of the CG Code stipulates that non-executive directors

should be appointed for a specific term, subject to re-election.

Code Provision A.4.2 of the CG code stipulates that all directors appointed to
fill a casual vacancy should be subject to election by shareholders at the first
general meeting after their appointment and that every director, including those
appointed for a specific term, should be subject to retirement by rotation at

least once every three years.

All the independent non-executive directors of the Company are appointed for
specific terms. All directors save for the Chairman and the Managing Director
are subject to retirement by rotation. No new director was appointed to fill a

casual vacancy or as an addition to the Board during the year.
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The Company’s Articles of Association is not compatible with Code Provision
A.4.2 of the CG Code and provides that one-third of the directors for the time
being (save for the Chairman and the Managing Director), or if their number is
not three nor a multiple of three, then the number nearest to but not exceeding
one-third, shall retire from office and be eligible, for re-election at annual
general meetings and that any new director appointed by the Board during the
year shall hold office until the next following annual general meeting after

appointment, when he/she shall be eligible for re-election.

To conform with Code Provisions A.4.1 and A.4.2 of the CG Code, a special
resolution will be proposed at the 2006 annual general meeting of the Company
to amend the Company’s Articles of Association so that all directors including
those appointed for a specific term or holding office as Chairman or Managing
Director will be subject to retirement by rotation once every three years and
any new director appointed to fill a casual vacancy shall be subject to re-

election by shareholders at the first general meeting after his/her appointment.

Though the Company has not set up a nomination committee, the Board as a
whole is responsible for reviewing the Board composition, formulating the
procedure for nomination and appointment of directors and monitoring the
appointment and succession planning of directors. The Board reviewed its own
structure, size and composition regularly to ensure that it has a balance of
expertise, skills and experience appropriate for the requirements of the business

of the Company.

Where vacancies on the Board exist, the Board will carry out the selection
process by making reference to the skills, experience, professional knowledge,
personal integrity and time commitments of the proposed candidates, the
Company’s needs and other relevant statutory requirements and regulations. An
external recruitment agency may be engaged to carry out the recruitment and

selection process when necessary.

In accordance with the clause 108 of the Company’s Articles of Association,
Mr. Cheng Chung Hoo shall retire by rotation and being eligible, offer himself
for re-election at the 2006 annual general meeting. Biographical details of Mr.

Cheng are contained in the Company’s circular dated 28th July, 2006.

The Board recommended the re-appointment of the directors standing for re-

election at the 2006 annual general meeting of the Company.
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Training for Directors

Code Provision A.5.1 of the CG Code stipulates that each newly appointed
director shall receive comprehensive, formal and tailored induction on the first
occasion of his/her appointment and subsequently such briefing and professional
development as is necessary, so as to ensure that he/she has appropriate
understanding of the business and operations of the Company and that he/she is
fully aware of his/her responsibilities and obligations under the Listing Rules

and relevant regulatory requirements.

No new directors has been appointed during the year ended 31st March, 2006.

The directors have access to seek professional advice on legal and regulatory

developments at the Company’s expenses whenever feel necessary.

Board and Board Committee Meetings

Number of Meetings and Directors’ Attendance

Regular Board meetings should be held at least four times a year at approximately
quarterly intervals for reviewing and approving the financial and operating
performance, and considering and approving the overall strategies and policies

of the Company.

The Board met seven times during the year ended 31st March, 2006.
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RME _ZEARNFE=H=1—HIEF  The individual attendance record of each director at the meetings of the Board
FEHH RERNERFGTRFEZLER and the Audit Committee during the year ended 31st March, 2006 is set out

GEE M ASES T below:

HRRA

Name of Directors

HITEE

Executive Directors

WG S0 (R AR Z B gl E)
Cheng Chung Man, Johnny

(Chairman and member of Remuneration Committee)

MER GERALH - THARFFMEREGNE)
Lam Yuk Sum
(Managing Director, Chief Executive Officer and

member of Remuneration Committee)

5 AT

Independent Non-Executive Directors

WoRgE (FEREAE LHME R g L)
Cheng Chung Hoo (Chairman of Audit Committee and

Remuneration Committee)

g (EREA G RHMEREGNR)
Yang Wei Tak (member of Audit Committee

and Remuneration Committee)

Wik (& B8 RHME R g E)
Yeung Wing Kay (member of Audit Committee

and Remuneration Committee)

WX B/ BT R

Attendance / Number of Meetings

W
Board

/7

77

31

31

4/1

H#BZAA

Audit Committee

N/A

N/A

2/2

2/2

2/2
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Practices and Conduct of Meetings

Notices of regular Board meetings are served to all directors at least 14 days
before the meetings while reasonable notice is generally given for other board
meetings. For committee meetings, notices are served in accordance with the

required notice period stated in the relevant terms of reference.

Agenda and Board papers together with all appropriate, complete and reliable
information are normally sent to all directors at least 3 days before each Board
meeting to keep the directors apprised of the latest developments and financial
position of the Company and to enable them to make informed decisions. As
there had been delay on the finalization of the financial statements, board
papers were sent to the audit committee members less than three days before
the meetings for approving interim results and final results. All directors are
given an opportunity to include matters in the agenda for regular Board meetings.
The Board and each director also have separate and independent access to the

senior management whenever necessary.

Minutes of all Board meetings recording sufficient details of matters considered
and decisions reached are kept by secretary of the meetings. Though the draft
minutes are not circulated to all directors for comment, the final versions are

open for inspection by the directors.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Company fully supports the division of responsibility between the Chairman
of the Board and the Chief Executive Officer to ensure a balance of power and
authority. The respective responsibilities of the Chairman and the Chief
Executive Officer are clearly defined and set out in writing. The position of the
Chairman is held by Mr. Cheng Chung Man, Johnny while the position of the
Chief Executive Officer is held by Ms. Lam Yuk Sum (who is also the Managing

Director).

The Chairman provides leadership and is responsible for the effective functioning
of the Board in accordance with good corporate governance practice. With the
support of the Company Secretary and the senior management, the Chairman is
also responsible for ensuring that the directors receive adequate, complete and

reliable information in a timely manner and appropriate briefing on issues arising

at Board meetings.
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The Chief Executive Officer focuses on implementing objectives, policies and
strategies approved and delegated by the Board. She is in charge of the Company’s
day-to-day management and operations. The Chief Executive Officer is also
responsible for developing strategic plans and formulating the organisational
structure, control systems and internal procedures and processes for the Board’s

approval.

The husband and wife relationship between Mr. Cheng Chung Man, Johnny
and Ms. Lam Yuk Sum does not impair the balance of power between the Board

and the management as their duties and responsibilities are clearly defined.

BOARD COMMITTEE

The Board has established two committees, namely, the Remuneration Committee
and the Audit Committee, for overseeing particular aspects of the Company’s
affairs. Both Board Committees of the Company are established with defined
written terms of reference which are available to shareholders upon request and

steps are being taken to include the terms of reference on the Company’s website.

The Board Committees are provided with sufficient resources to discharge their
duties and, upon reasonable request, are able to seek independent professional

advice in appropriate circumstances, at the Company’s expenses.

Remuneration Committee

All directors are members of the Remuneration Committee and Mr. Cheng

Chung Hoo is the chairman of the Committee.

The primary objectives of the Remuneration Committee include making
recommendations on and approving the remuneration policy and structure and
remuneration packages of the executive directors and the senior management.
The Remuneration Committee is also responsible for establishing transparent
procedures for developing such remuneration policy and structure to ensure that
no director or any of his/her associates will participate in deciding his/her own
remuneration, which remuneration will be determined by reference to the
performance of the individual and the Company as well as market practice and

conditions.

The Remuneration Committee shall meet at least once every year for reviewing
the remuneration policy and structure and determination of the annual
remuneration packages of the executive directors and the senior executives and

other related matters.

As the Remuneration Committee has only been established on 31st August,
2005, no meeting was held during the year ended 31st March, 2006.
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Audit Committee

The Audit Committee comprises the three independent non-executive directors
and Mr. Cheng Chung Hoo is the chairman of the Committee. None of the
members of the Audit Committee is a former partner of the Company’s existing

external auditors.

The main duties of the Audit Committee include the following:

a) To consider the appointment of the external auditors, the audit fee and

to review the relationship with external auditors;

b) To review the financial statements and reports and consider any significant
or unusual items raised by the qualified accountant before submission to

the Board; and

c) To review the adequacy and effectiveness of the Company’s financial
reporting system, internal control system, risk management system and

associated procedures.

The Audit Committee held two meetings during the year ended 31st March,
2006 to review the Company’s interim and annual financial results and reports,

financial reporting and compliance procedures.

There is no material uncertainties relating to events or conditions that may cast

significant doubt on the Company’s ability to continue as a going concern.

There is no disagreement between the Board and the Audit Committee regarding

the selection, appointment, resignation or dismissal of external auditors.

The Company’s annual results for the year ended 31st March, 2006 has been

reviewed by the Audit Committee.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to the
Listing Rules.

Specific enquiry has been made of all the directors and the directors have
confirmed that they have complied with the Model Code throughout the year
ended 31st March, 2006.

The Company has not yet established written guidelines for securities transactions
by employees who are likely to be in possession of unpublished price-sensitive

information of the Company.

RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS

The Board is responsible for presenting a balanced, clear and understandable
assessment of annual and interim reports, price-sensitive announcements and
other disclosures required under the Listing Rules and other regulatory

requirements.
The directors acknowledge their responsibility for preparing the financial

statements of the Company for the year ended 31st March, 2006.

The statement of the external auditors of the Company about their reporting

responsibilities on the financial statements is set out in the “Auditors’ Report”

on page 32 of the annual report.
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% Bl 1 <5 AUDITORS’ REMUNERATION

MBE_EZEANFE=ZA="T—HILF During the year ended 31st March, 2006, the remuneration paid to the Company’s
BEHIH] > AT T AN AL B E) o auditors, Messrs. Deloitte Touche Tohmatsu, is set out below:
BB 7 G R AT 2 B SR

et/ EMNEN
iz %5 33 91 Category of Services Fee Paid/Payable
(T #7T)
(HK$°000)
% R B Audit Service 1,234
IF A% SR Non-audit Services
— B IR B — tax service 216
— W A M — review on preliminary announcements 30
— H BB N385 2 2 e fE 7 — agreed upon procedures in respect
of connected party transactions 11
— $R I 5E i Ml Rk 2 AR BS — services on providing registered address 35
— PR HE S B R 2 RS — services rendered for requirement of
Finance Department 7
— PR ALGE R A 2 B — services rendered for statistical reports
— RS E R 2w — audit fee on transfer pricing report 5
— HIREAL A 2 S e 2 IR — services on application for cosmetic
business registration 5

& wf TOTAL 1,552
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SHAREHOLDER RIGHTS AND INVESTOR RELATIONS

The rights of shareholders and the procedures for demanding a poll on resolutions
at shareholders’ meetings are contained in the Company’s Articles of Association.
Details of such rights to demand a poll were included in the circular to
shareholders in relation to the holding of 2005 annual general meeting and

explained during the proceedings of the meeting.

The general meetings of the Company provide an opportunity for communication
between the shareholders and the Board. The Chairman of the Board as well as
the Chairman of the Audit Committee attended the 2005 annual general meeting

to answer questions at the meeting.

Separate resolutions were proposed at 2005 annual general meeting on each

substantial issue, including the election of individual directors.

The Company continues to enhance communications and relationships with its
investors. Designated senior management maintain regular dialogue with
institutional investors and analysts to keep them abreast of the Company’s
developments. Enquiries from investors are dealt with in an informative and
timely manner. Investors may write directly to the Company at the principal

place of business in Hong Kong for any inquiries.
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TO THE SHAREHOLDERS OF VEEKO INTERNATIONAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Veeko International
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) from pages
34 to 90 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 consolidated
financial statements which give a true and fair view. In preparing consolidated
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 consolidated financial 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 Hong Kong Standards on Auditing
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 consolidated financial statements, and of whether the accounting policies
are appropriate to the circumstances of the Group, consistently applied and

adequately disclosed.




uditors’ Report #% B il iz v &

B e 1 B A P A R 4 W) BE R ()
(% B 2 7 5t M 57 2 A BR 2 /)

AATAE SR B A EAT AL TARER > LA
BUAS — DVASAT 58 4 0 75 1O ) I M
R EE . EATTRRES M IEE
W% SF A S WS R AR B AT R
AR o AF b G IR o TEAE R
FLRE > AT C M B G AR S B R
KT ER R EEGEM - A
RS - AATHE TAEC B T AR
LN VAN UR T

AATRR A Ll W AR A BB R B
S R B AR R & N AR
SA=EF - AREMEIRIL R e
R Lk AF A MR B R
A 2 % I8 A s 4 w1 2 4 B R T
N TR

T o BB BT & R AT
H S At h

ik “ERENELATILA

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 consolidated financial
statements are free from material misstatement. In forming our opinion, we also
evaluated the overall adequacy of the presentation of information in the
consolidated financial statements. We believe that our audit provides a reasonable

basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view
of the state of affairs of the Group as at 31st March, 2006 and of the profit and
cash flows of the Group for the year then ended and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong Companies

Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 19th July, 2006
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2006 2005
E Fi#5% Tt
Notes HK$’000 HK$’000
(FEH 25
(As restated)
el Turnover 8 581,315 509,208
5 B AR Cost of sales (211,581) (153,763)
E A Gross profit 369,734 355,445
§H B I A B AR Selling and distribution costs (261,008) (213,279)
17 B Administrative expenses (86,476) (74,478)
HAth e A Other income 12,438 12,566
&Y 2N FEME E T Increase in fair values of
investment properties 23,350 3,770
R A A EAE L T Revaluation increase of
leasehold buildings - 456
Rl & AR A Finance costs 9 (111) (36)
5% i HiT Vs ] Profit before taxation 10 57,927 84,444
i TH Taxation 11 (8,437) (10,772)
A A BE Y ) Profit for the year 49,490 73,672
B A B Dividends paid 14 34,822 26,496
5 e 281 R Earnings per share 15
Al sl
F AR Basic HK2.99 cents HK4.44 cents
Al AL
i 8 Diluted HK2.96 cents HK4.40 cents
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Bt 7t
Notes
Non-current Assets
Investment properties 16
Property, plant and equipment 17
Prepaid lease payments 18
Rental and utility deposits 19
Deferred tax assets 20
Current Assets
Inventories 21
Trade and other receivables 22
Prepaid lease payments 18
Rental and utility deposits 19
Tax recoverable
Pledged bank deposits 23
Bank balances and cash 24
Current Liabilities
Trade and other payables 25
Obligations under finance leases
— due within one year 26
Tax payable
Net Current Assets
Capital and Reserves
Share capital 27
Reserves
Non-current Liabilities
Obligations under finance leases
— due after one year 26
Deferred tax liabilities 20

2006 2005
T Tt
HK$’000 HK$’000
(F B 2 51)

(As restated)

46,550 29,900
41,577 40,021
3,596 3,685
25,921 22,420
1,411 2,141
119,055 98,167
121,521 84,385
59,424 28,521
89 89
12,586 15,084
2,639 505
1,000 1,389
52,065 94,186
249,324 224,159
69,339 39,895
80 198
1,865 2,016
71,284 42,109
178,040 182,050
297,095 280,217
16,617 16,560
276,532 262,443
293,149 279,003
- 80

3,946 1,134
3,946 1,214
297,095 280,217

The financial statements on pages 34 to 90 were approved and authorised for
issue by the Board of Directors on 19th July, 2006 and are signed on its behalf

by:

Cheng Chung Man, Johnny
Chairman

Lam Yuk Sum
Director




[

onsolidated Statement of Changes in Equity %¢ &7 #E & %2 @) &

For the year ended 31st March, 2006 #ZE _FENE=ZA = —HILEE
¥

B R Gt
28 T i Property Bt 1 B0 e Share Rl
Share Share  revaluation  Translation Special options Retained it
capital premium reserve reserve reserve reserve profits Total

T T TEx TEx T#n T#n T T
HKS 000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

REZFMEMA—H At Ist Aprl, 2004

(REZ5) as originally stated 16,560 8,011 130 (1,377) 2,66 - 200,169 131,359
EHURER L E Effect of changes in
(B3) accounting policies
(note 3) - - (130) - = 380 (139) (1,144)

REZFMEMA—H At lst Aprl, 2004
(EHEA) as testated 16,560 8611 - (1L377) 1,266 380 104775 B1215

WAL Exchange differences on translation of
EfEERAER overseas operations and net expense

ERkA LSRR recognised directly in equity - - - (469) - - - (469)
RERERN Profitfor the year - - - - - - B0 B0
AEERRMMAR  Total recognised income and expense

B for the year = = = (469) - = 13,670 13,03
R AR 2 R Recognition of equity-settled

RERZEN share hased payments - - - - - 1,081 - 1,081
EffEE Dividends paid - - - - - - (26,49%) (26,496)

RoZZLE=A At 31st March, 2005 and 1st April,
SF-HEMA=H 2005 as restated

(EH27) 16,560 8,611 - (1,846) 2,266 1,461 151,951 279,003
REEMAR Surplus on revaluation of buildings - - 864 - - - - 864
BEEfELL Deferred tax liability arising on

BHHEARK revaluation of buildings = = (151) - - - - (151)
WEENERZ Exchange differences on translation of

EAEH overseas operations - - - (3,128) - - - (3,28)
HRRERED Net income and expense

LEUARER recognised directly in equity - = m (3,28) - - - (2,515)
ARG Profit for the year = = = = = = 49,490 49490
REERRMA Total recognised income and

RERAR expense for the year - - 13 (3,28) - - 49,490 46975
EARELEL Recognition of equity-settled

URMEERZ BN  share based payments - - - - - 1,070 - 1,070
frif R Shares issued upon exercise

i dfr 2 B of share options 51 866 - - - - - 93
fr ff R Transfer of reserve upon exercise

1 4 i of share options - 456 - - - (456) - -
EfEE Dividends paid - - - - - - (34822) (34822)
it Sub-total ! 131 - - - 64 (34812) (31,89)

REZZENE=R At 315t March, 2006
=t+-H 16,617 9,933 13 (5,074) 2,266 2073 266,619 293,149
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42 [ (19 45 Bl st 6 T 46 The special reserve of the Group represents:

(a) M — UL LFEEEAH (a) the difference between the nominal value of share capital of Veeko
Veeko Holdings Limited#) i 4% Holdings Limited and the nominal value of the share capital issued by
TH] {E B 7 ) ) #5474 2 i i AR the Company as consideration for the acquisition, arisen from a group
T 1 e A TR (B A 22 B 5 R reorganisation in 1999; and

(b) Veeko Holdings Limited it 4 [#] (b)  the difference between the aggregate nominal value of the share capital

A AT A A R - 5% 5 of the subsidiaries when they were acquired by Veeko Holdings Limited
B o g AS B9 AR T (H R prior to the group reorganisation and the nominal value of the share
Veeko Holdings Limited#$ 17 {E capital issued by Veeko Holdings Limited as consideration for the
Fy Wi AR Y B AS T E B 2= acquisition.

ZH o
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OPERATING ACTIVITIES

Profit before taxation

Adjustments for:
Interest income
Increase in fair value of investment properties
Revaluation increase of leasehold buildings
Amortisation of prepaid lease payments
Allowance for inventories
Write-back of allowance for inventories
Finance costs
Loss on disposal of property, plant and equipment
Depreciation
Share-based payment expenses

Operating cash flows before movements
in working capital

Increase in inventories

Increase in trade and other receivables

Increase in rental and utility deposits

Increase in trade and other payables

Cash generated from operations

Hong Kong Profits Tax paid

Overseas tax paid

Interest paid on bank borrowings

Interest paid on obligations under finance leases

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES
Purchase of property, plant and equipment
Proceeds from disposal of investment properties
Interest received
Proceeds from disposal of property,

plant and equipment
Decrease (increase) in pledged bank deposits

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

Dividends paid

Repayment of obligations under finance leases
Import loans raised

Repayment of import loans

Proceeds from issues of shares

NET CASH USED IN FINANCING ACTIVITIES

2006 2005
T T
HK$’000 HK$’000
(EAHE2)

(As restated)

57,927 84,444
(505) (332)
(23,350) (3,770)
- (456)

89 89

- 1,360
(1,800) -
111 36
135 296
16,253 15,500
1,070 1,081
49,930 98,248
(35,229) (26,034)
(30,821) (12,075)
(1,003) (9,141)
26,591 7,557
9,468 58,555
(3,458) (6,702)
(3,868) (6,943)
(98) (14)
(13) (22)
2,031 44 874
(17,262) (24,324)
6,700 .
505 332

1 585

389 (8)
(9,667) (23,415)
(34,822) (26,496)
(199) (188)
9,041 8,957
(9,041) (8,957)
923 -
(34,098) (26,684)




onsolidated Cash Flow Statement % & B & i &

For the year ended 31st March, 2006 #ZE _FENE=ZA = —HILEE

2006 2005
T Tk
HK$’000 HK$°000
(EH2E5)
(As restated)
B4 KB 4% E NET DECREASE IN CASH AND
JH H WA CASH EQUIVALENTS (41,734) (5,225)
ENHBEREE CASH AND CASH EQUIVALENTS
HHIEH AT BEGINNING OF THE YEAR 94,186 98,897
A I 2 5 ) 2 5 EFFECT OF FOREIGN EXCHANGE
RATE CHANGES (387) 514
FROBE R EEMHAR CASH AND CASH EQUIVALENTS
AT END OF THE YEAR,

B SR AT 44 T B 4 representing bank balances and cash 52,065 94,186
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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 parent and
the ultimate holding company is Silver Crown Profits Limited, a company
incorporated in the British Virgin Islands. The addresses of the registered office
and principal place of business of the Company are disclosed in “Corporate

Information” of the annual report.
The financial statements are presented in Hong Kong dollars which is the same
as the functional currency of the Company.

The Company is an investment holding company. The principal activities of its

principal subsidiaries are set out in note 34.

Application of Hong Kong Financial Reporting Standards/
Changes in Accounting Policies

In the current year, the Group has applied, for the first time, a number of new
Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting
Standards (“HKASs”) and Interpretations (hereinafter collectively referred to
as “new HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants that are effective for accounting periods beginning on or after Ist
January, 2005 except for HKAS 40 “Investment Property” of which the Group
had early adopted in the financial statements for the year ended 31st March,
2005. The application of the new HKFRSs has resulted in a change in the
presentation of the consolidated income statement and consolidated balance

sheet. The changes in presentation have been applied retrospectively.
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Application of Hong Kong Financial Reporting Standards/
Changes in Accounting Policies (Continued)

The adoption of the new HKFRSs has resulted in changes to the Group’s
accounting policies in the following areas that have an effect on how the results

for the current and/or prior accounting years are prepared and presented:

Share-based Payments
In the current year, the Group has applied HKFRS 2 “Share-based Payment”

which 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 the fair
value of share options granted to directors and employees of the Group,
determined at the date of grant of the share options, over the vesting period.
Prior to the application of HKFRS 2, the Group did not recognise the financial
effect of these share options until they were exercised. The Group has applied
HKEFRS 2 to share options granted on or after 1st April, 2005. For share options
granted before Ist April, 2005, the Group applied HKFRS 2 retrospectively to
share options that were granted after 7th November, 2002 and had not yet
vested on 1st April, 2005. Comparative figures have been restated (see note 3

for the financial impact).
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Application of Hong Kong Financial Reporting Standards/
Changes in Accounting Policies (Continued)

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land and buildings were included in
property, plant and equipment and measured using the revaluation model. In
the current year, the Group has applied HKAS 17 “Leases”. Under HKAS 17,
the land and buildings elements of a lease of land and buildings are considered
separately for the purposes of lease classification, unless the lease payments
cannot be allocated reliably between the land and buildings elements, in which
case, the entire lease is generally treated as a finance lease. To the extent that
the allocation of the lease payments between the land and buildings elements
can be made reliably, the leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are carried at cost and amortised
over the lease term on a straight-line basis. This change in accounting policy

has been applied retrospectively (see note 3 for the financial impact).

Deferred Taxes related to Investment Properties

In previous years, deferred tax consequences in respect of revalued investment
properties were assessed on the basis of the tax consequence that would follow
from recovery of the carrying amount of the properties through sale in accordance
with the predecessor Interpretation. In the current year, the Group has applied
HK(SIC) Interpretation 21 “Income Taxes — Recovery of Revalued Non-
Depreciable Assets” which removes the presumption that the carrying amount
of investment properties is to be recovered through sale. Therefore, the deferred
tax consequences of the investment properties are now assessed on the basis
that reflect the tax consequences that would follow from the manner in which
the Group expects to recover the property at each balance sheet date. In the
absence of any specific transitional provisions in HK(SIC) Interpretation 21,
this change in accounting policy has been applied retrospectively. Comparative

figures have been restated (see note 3 for the financial impact).
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& ot BUR S W) 2 5 B Summary of the Effects of the Changes in Accounting
Dy Policies
A 5 2 7t 2 DR O 5 AR A R The effects of the changes in the accounting policies described in note 2 on the
WA R BT results for the current and prior years are as follows:
Effect of 2006 2005
UTFHEZ S T-# T T T
HK$’000 HK$°000
FEE -~ BB BRI (b)) 1 s g A E R 2R 1758
(Decrease) increase in depreciation of HKAS 17
property, plant and equipment (122) 64
A B 4 o B 4 W g At A 1798
Revaluation increase of leasehold HKAS 17
buildings - (456)
BB - TR E B sk fi 2 08 ST B TE 4 s e RIS 1758
Increase in deferred taxes relating to HKAS 17
property, plant and equipment - 53
T A AH 5 S T 6 1 s g e RIS 1758
Increase in amortisation of prepaid lease HKAS 17
payments 89 89
TR LA I 3 2 kBt 2 B A5 25 B 52 T v RS i YR R 2R 298
Recognition of share-based payments as HKFRS 2
expenses 1,070 1,081
A B 1R W 3E 2 R A B IE B Tk RRBETBEZES)
— B 2198
Increase in deferred taxes relating to HK(SIC) — INT 21
investment properties 3,631 583
A AF JiE i B D
Decrease in profit for the year 4,668 1,414
2006 2005
T#0 Tt
HK$’000 HK$°000
e IH B Y ae £ 51 Analysis of decrease in profit
24 BE Y A D for the year by line items
Z oy Hr presented according to
their function:
A7 B Increase in administrative expenses 1,037 1,234
M 5 A Increase in revaluation
o of leasehold buildings - (456)
T TE 14 T Increase in taxation 3,631 636
A AF BE i ) I D Decrease in profit for the year 4,668 1,414
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Policies (Continued)

Balance sheet items:

Property, plant and equipment
Prepaid lease payments

- Non-current

- Current

Deferred tax assets

Deferred tax liabilities

Other assets and liabilities

Total effects on assets and liabilities

Share capital

Property revaluation reserve
Share option reserve
Retained profits

Other reserves

Total effects on equity

3.  Summary of the Effects of the Changes in Accounting

The cumulative effects of the application of the new HKFRSs on 31st March,
2005 and 1st April, 2005 are summarised below:

HFELH
FHGEE ZA=T-H

RZFELE Fhait AEMERE ¥HZA®) - R-ZTIE
SAZT-R BB ERGI RRAUE mA-H
(RE23)  REZPE  WEZpE ABZEE (EHE))

At 3lst

Effect of ~ March, 2005

At Effect of Effect of HK(SIC)- and

31st March, 2005 HKAS 17 HKFRS 2 INT 21 st April, 2003
(As originally stated) adjustment adjustment adjustment (A restated)
T T T T T

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

47,898 (7.877) = - 40,021

- 3,685 - - 3,685

- 89 - - 89

AV 14 - - 1,141

(1,775) 104 = (63) (1,134)

134,101 - - - 134,201

182,451 (3,383) - (63) 179,003

16,560 - - - 16,560

2,101 (2,101) - - -

- - 1,461 - 1,461

154,159 (1,284) (1461) (63) 251,951

9,031 - - - 9,031

182,451 (3,385) - (63) 179,003
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3.  Summary of the Effects of the Changes in Accounting
Policies (Continued)

TEE F) ST 75 Vs B 55 i 45 e B ) A 4E 3 A The financial effects of the application of the new HKFRSs to the Group’s
CEEPLEN A — J AR equity on 1st April, 2004 are summarised below:

Bk

T (AR

Fihgn FEMERE FHZEE) -

BRSBTS BRI RRALS
REZS  WBZ¥E  WEzRE wEpE 27

Effect of

Effect of Effect of HK(SIC)-

As originally HKAS 17 HKFRS 2 INT 21
stated adjustment adjustment adjustment ~ As restated
T T T i T
HK$'000 HK$000 HK$000 HK$000 HK$'000
it A& Share capital 16,560 = = = 16,560
T 1 Share option reserve - - 380 - 380
WEEHR G Property revaluation reserve 130 (130) - - -
R Retained profits 206,169 (1,534) (380) 520 204,775
HoAt Gt Other reserves 9,500 = = = 9,500

Hiigoape Total effects on equity 232,359 (1,664) = 520 31,115
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4.  Potential Impact Arising on the New Accounting Standards
Not Yet Effective

The Group has not early applied the following new standards, amendments and
interpretations that have been issued but are not yet effective. The directors of
the Company anticipate that the application of these standards or interpretations
will have no material impact on the financial statements of the Group.

A 5

Capital disclosures!

U ECE R L (DS

Actuarial gains and losses, group plans and disclosures?

SN T 2 58 ) 2 S 40 — I A S IR TR (A
The effects of changes in foreign exchanges rates — Net investment in a
foreign operation?

TE 3 4 B N 3032 5 2 B4 T v e El o B2

Cash flow hedge accounting of forecast intragroup transactions?

HAHE 2 2% P 1R A2

The fair value option?
W AR & A2
Financial guarantee contracts?

) U B R S A

Exploration for and evaluation of mineral resources?

e E  BER

Financial instruments: Disclosures!
i JE 2 PF R A A A
Determining whether an arrangement contains a lease?

1A~ WA KRR ERE & RS 2 A

Rights to interests arising from decommissioning, restoration and
environmental rehabilitation funds?

SHLRFE T R 2 AR — BRI 1 [ TR

Liabilities arising from participating in a specific market — waste electrical
and electronic equipment’

PR T A 7 g w0 ) 5 2955% [ e =R 2 iR A 2 BB R | TR 2 Ak

Applying the restatement approach under HKAS 29 “Financial Reporting in
Hyperinflationary Economies”*

A P s i T B 2 5% 2 D
Scope of HKFRS 2°

oAl B A 2 AT AR L RS

Reassessment of embedded derivatives®

! Effective for annual periods beginning on or after 1st January, 2007.

2 Effective for annual periods beginning on or after Ist January, 2006.

> Effective for annual periods beginning on or after Ist December, 2005.
*  Effective for annual periods beginning on or after Ist March, 2006.

Effective for annual periods beginning on or after 1st May, 2006.

Effective for annual periods beginning on or after 1st June, 2006.
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5.  Significant Accounting Policies

The consolidated financial statements have been prepared on the historical cost
basis except for certain properties and financial instruments, which are measured
at revalued amounts or fair values, as explained in the accounting policies set

out below.

The consolidated financial statements have been prepared in accordance with
HKEFRS:s. In addition, the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of Securities on The
Stock Exchange and by the Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of

the Company and its subsidiaries.

The results of 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.

Where necessary, adjustments are made to the financial statements of subsidiaries
to bring their accounting policies into line with those used by other members of

the Group.

All intra-group transactions, balances, income and expenses are eliminated on

consolidation.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable.
Sales of goods are recognised when goods are delivered and title has passed.

Interest income from a financial asset is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rate applicable, which is
the rate that exactly discounts the estimated future cash receipts through the

expected life of the financial asset to that asset’s net carrying amount.
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5.  Significant Accounting Policies (Continued)

Investment properties

Investment properties are completed properties which held for their investment

potential, any rental income being negotiated at arm’s length.

On initial recognition, investment properties are measured at cost, including
any directly attributable expenditure. Subsequent to initial recognition,
investment properties are measured using the fair value model. Gains or losses
arising from changes in the fair value of investment property are included in the

income statement for the period in which they arise.

An investment property is derecognised upon disposal or when the investment
property is permanently withdrawn from use or no future economic benefits are
expected from its disposals. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the income statement in the year in

which the item is derecognised.

Property, plant and equipment

Property, plant and equipment are stated at cost or fair value less subsequent

accumulated depreciation and accumulated impairment losses.

Buildings held for use in the production or supply of goods or services, or for
administrative purposes, are stated in the balance sheet at their revalued amount,
being the fair value at the date of revaluation less any subsequent accumulated
depreciation and any subsequent accumulated 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 revaluation increase arising on revaluation of buildings is credited to the
revaluation reserve, except to the extent that it reverses a revaluation decrease
of the same asset previously recognised as an expense, in which case the increase
is credited to the income statement to the extent of the decrease 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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5.  Significant Accounting Policies (Continued)

Property, plant and equipment (continued)

Depreciation is provided to write off the cost or fair value of items of property,
plant and equipment over their estimated useful lives using the straight-line
method.

Assets held under finance leases are depreciated over their expected useful lives
on the same basis as owned assets or, where shorter, the term of the relevant

lease.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the continued use
of the asset. Any gain or loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the carrying amount of the
item) is included in the income statement in the year in which the item is

derecognised.

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 Standard,

in which case the impairment loss is treated as revaluation decrease under that

Standard.

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 Standard,
in which case the reversal of the impairment loss is treated as a revaluation

increase under that Standard.
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5.  Significant Accounting Policies (Continued)

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other

leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the income statement on a
straight-line basis over the term of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised as an expense on a straight-line basis over the

lease term.

The Group as lessee

Assets held under finance leases are recognised as assets of the Group at their
fair value at the inception of the lease or, if lower, at the present value of the
minimum lease payments. The corresponding liability to the lessor is included
in the balance sheet as a finance lease obligation. Lease payments are apportioned
between finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance

charges are charged directly to profit or loss.

Rentals payable under operating leases are charged to profit or loss on a straight-
line basis over the term of the relevant lease. Benefits received and receivable
as an incentive to enter into an operating lease are recognised as a reduction of

rental expense over the lease term on a straight-line basis.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is

calculated using the first-in, first-out method.
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5.  Significant Accounting Policies (Continued)

Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet
when a group entity becomes a party to the contractual provisions of the
instrument. Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate,

on initial recognition.

Financial assets

Financial assets of the Group include utility deposits, trade and other receivables,
bank deposits and bank balances. At each balance sheet date subsequent to
initial recognition, they are carried at amortised cost using the effective interest
method, less any identified impairment losses. An impairment loss is recognised
in profit or loss when there is objective evidence that the asset is impaired, and
is measured as the difference between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the original effective
interest rate. Impairment losses are reversed in subsequent periods when an
increase in the asset’s recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to a restriction that the
carrying amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment not been

recognised.

Financial liabilities and equity
Financial liabilities and equity instruments issued by a group entity are classified
according to the substance of the contractual arrangements entered into and

the definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities. The accounting policies
adopted in respect of financial liabilities and equity instruments are set out

below.

Financial liabilities
Financial liabilities of the Group including trade and other payables and
obligation under finance leases are subsequently measured at amortised cost,

using the effective interest rate method.
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5.  Significant Accounting Policies (Continued)

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received,

net of direct issue costs.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are separated from the
relevant host contracts and deemed as held-for-trading when the economic
characteristics and risks of the embedded derivatives are not closely related to
those of the host contracts, and the combined contracts are not measured at fair
value through profit or loss. In all other circumstances, derivatives embedded
are not separated and are accounted for together with the host contracts in
accordance with appropriate standards. Where the Group needs to separate an
embedded derivative but is unable to measure the embedded derivative, the

entire combined contracts are treated as held-for-trading.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions
in currencies other than the functional currency of that entity (foreign
currencies) are recorded in its functional currency (i.e. the currency of the
primary economic environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At each balance sheet
date, monetary items denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary items carried at fair
value that are denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are not

retranslated.

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are recognised in profit or loss in the period in
which they arise, except for exchange differences arising on a monetary item
that forms part of the Group’s net investment in a foreign operation, in which
case, such exchange differences are recognised in equity in the consolidated
financial statements. Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised directly in equity, in which

cases, the exchange differences are also recognised directly in equity.
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5.  Significant Accounting Policies (Continued)

For the purposes of presenting the consolidated financial statements, the assets
and liabilities of the Group’s foreign operations are translated into the
presentation currency of the Company (i.e. Hong Kong dollars) at the rate of
exchange prevailing at the balance sheet date, and their income and expenses
are translated at the average exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange differences arising, if
any, are recognised as a separate component of equity (the translation reserve).
Such exchange differences are recognised in the income statement in the period

in which the foreign operation is 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 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 items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or substantively

enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying amounts of assets
and liabilities in the consolidated financial statements and the corresponding
tax base 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 from the
initial recognition (other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable 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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5.  Significant Accounting Policies (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 profits 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 realised. Deferred tax is charged
or credited to profit or loss, except when it relates to items charged or credited

directly to equity, in which case the deferred tax is also dealt with in equity.

Retirement benefits scheme contributions

Payments to the state-managed retirement benefit schemes and the Mandatory

Provident Fund Scheme are charged as an expense as they fall due.

Share-based payment transactions

Share options granted to employees of the group entities
The fair value of services received determined by reference to the fair value of
share options granted at the grant date is expensed on a straight-line basis over

the vesting period with a corresponding increase in equity (share option reserve).

At the time when the share options are exercised, the amount previously
recognised in share option reserve will be transferred to share premium. When
the share options are still not exercised at the expiry date, the amount previously

recognised in share option reserve will be transferred to retained profit.
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The key assumptions concerning the future, and other key sources of estimation
uncertainty at the balance sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the

next financial year, are discussed below.

Allowance for trade and other receivables

The provision policy for doubtful debts of the Group is based on the ongoing
evaluation of the collectability and aging analysis of the outstanding receivables
and on management’s judgement. A considerable amount of judgement is required
in assessing the ultimate realisation of these receivables, including
creditworthiness and the past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances may be

required.

Allowance for inventories

The management of the Group reviews the inventories listing at each balance
sheet date, and makes allowance for obsolete and slow-moving inventory items
identified based on their estimation and experience. As at 31st March, 2006,
the carrying amount of inventories (net of allowances) is HK$121,521,000. The
management estimates the net realisable value for such finished goods based
primarily on the latest invoice prices and current market conditions. If the
conditions of inventories are deteriorated, resulting in an allowance of

recoverable amount, additional allowances may be required.

Deferred taxes

As at 31st March, 2006, a deferred tax asset of HK$213,000 in relation to
unused tax losses has been recognised in the Group’s balance sheet. No deferred
tax has been recognised in respect of unused tax losses of HK$32,465,000 due to
the unpredictability of future profit streams. The realisability of the deferred tax
asset mainly depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the actual future
profits generated are less or more than expected, a material reversal or additional
recognition of deferred tax assets may arise, which would be recognised in the

income statement in future.
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7.  Financial Risk Management Objectives and Policies

The Group’s overall risk management programme seeks to minimize potential

adverse effects on the financial performance of the Group.

Currency risk

Certain trade payables and purchases of the Group are denominated and settled
in foreign currencies. The Group currently does not have a foreign currency
hedging policy. However, the management monitors foreign exchange exposure
and will consider hedging significant foreign currency exposure should the need

arises.

Credit risk

The Group’s maximum exposure to credit risk in the event of the counterparties
failure to perform their obligations as at 31st March, 2006 in relation to each
class of recognised financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. In order to minimise credit risk, the
management of the Group has delegated a team responsible for determination of
credit limits, credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual trade debt at each balance
sheet date to ensure that adequate impairment losses are made for irrecoverable
amounts. In this regard, the directors of the Company consider that the Group’s

credit risk is significantly reduced.

Although the bank balances are concentrated on certain counterparties, the
credit risk on liquid funds is limited because the counterparties are banks with

high credit ratings assigned by international credit rating agencies.

The Group has no significant concentration of credit risk, with exposure spread

over a number of counterparties and customers.

Interest rate risk

The Group’s exposure to fair value interest rate risk is limited due to the short
maturity of the pledged deposits and bank balances which bear interest at fixed
rates. The interest rate and terms of repayment of pledged deposits and bank
balances and cash of the Group are disclosed in notes 23 and 24, respectively.
The Group currently does not have any interest rate hedging policy. However,
the management monitors interest rate change exposure and will consider hedging

significant interest rate change exposure should the need arises.
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8. NSRRI 8.  Business and Geographical Segments

HEFIRALEERFEANHE K S TH  Turnover represents the fair value of amounts received and receivable for goods
REF 2O I BB R ] 2 A P18 sold, less returns and allowances, by the Group to outside customers during the
B > dnprB & Kdrdn o year.

e3P Business segments

N B R T S o A 4R I DA SR i The Group operates and manages the business segments as a strategic
A0 AR MY A R HEETS organisational unit for internal financial reporting purposes and determined

S R E DA% #4236 o BUE B that business segments by products are its primary reporting segments. As a
FERE SR o B ARLE 2 EH result, the Group’s operations was organised into two reporting segments
a3 B WA R R A B R K B comprising manufacture and sale of ladies fashion and sale of cosmetics. Segment
LR DL B bt i 7% ¥ information about these businesses is presented below:

ZAHBEREIWMT
ZRENE 2006
A& INCOME STATEMENT
iy 255 ALt & £ o aey
Fashion Cosmetics Eliminations Consolidated
T Tt Tt T ¥
HK$’000 HK$’000 HK$’000 HK$°000
BEH TURNOVER
BmHE Sales of goods 497,665 83,650 = 581,315
nEHZHE Inter-segment sales 138 2,152 (2,290) =
497,803 85,802 (2,290) 581,315
SR 2 8 T Inter-segment sales are charged at prevailing market rates.
BUAT I 5 (B A w5
SRR SEGMENT RESULT 52,798 (17,529) 35,269
KA LA A Unallocated corporate income 27,436
N E- Unallocated corporate expenses (4,667)
Bl A Finance costs (111)
I i ¥ Profit before taxation 57,927
BLIA Taxation (8,437)

A4 JE Y A Profit for the year 49,490
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8. BN IMIE I (4)

8. Business and Geographical Segments (Continued)

B H W (4)

Business segments (continued)

BEAMRE BALANCE SHEET
Ik % bt & Ba
Fashion Cosmetics Consolidated
T c % T 0
HK$°000 HK$°000 HK$°000
R ASSETS
R Segment assets 187,978 61,699 249,677
Ko Bl A A B Unallocated corporate assets 118,702
GAMERE Consolidated total assets 368,379
A LIABILITIES
AL Segment liabilities 63,524 4,499 68,023
PNl W/NEIR=R Unallocated corporate liabilities 7,207
A HAEE Consolidated total liabilities 75,230
Al R OTHER INFORMATION
AR B Capital expenditure 11,374 5,888 17,262
18 Depreciation 12,532 3,721 16,253
B A R R R Loss on disposal of property,
plant and equipment 135 - 135
17 B 8 A [0 % Write-back of allowance
for inventories (1,800) =

(1,800)
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8. BN IMIE I (A)

B H W (4)

“ERFLE
e N i

BRE
B
o 2 3

MR 2 B Ty %
BfTHGEEH -

KRB FA
RO EA A&
& A

R Bt il A
B

7% 4R B3 A1

BEZEFZAFH=1+—HILHEE

Business segments (continued)

2005
INCOME STATEMENT

8. Business and Geographical Segments (Continued)

I 24 AL A& % 88 A
Fashion Cosmetics Eliminations Consolidated
Tt Tt T T Tt
HK$°000 HK$°000 HK$°000 HK$°000
TURNOVER

Sales of goods 498,190 11,018 = 509,208
Inter-segment sales 36 63 (99) =
498,226 11,081 (99) 509,208

Inter-segment sales are charged at prevailing market rates.
SEGMENT RESULT 87,756 (6,073) 81,683
Unallocated corporate income 7,385
Unallocated corporate expenses (4,588)
Finance costs (36)
Profit before taxation 84,444
Taxation (10,772)

Profit for the year

73,672
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8. BN IMIE I (4)

8. Business and Geographical Segments (Continued)

B H W (4)

Business segments (continued)

BEAMRE BALANCE SHEET
i fe 54
Fashion Cosmetics Consolidated
T c T % T T
HK$’000 HK$°000 HK$°000
(F B 251
(As restated)
% ASSETS
DR EE Segment assets 145,807 38,124 183,931
KO BLA 7 EE Unallocated corporate assets 138,395
A S E Consolidated total assets 322,326
£ LIABILITIES
R A Segment liabilities 33,501 5,804 39,305
NN W/NEIR=R Unallocated corporate liabilities 4,018
HEMAE Consolidated total liabilities 43,323
Al ¥R OTHER INFORMATION
17 & e fh Allowance for inventories 1,360 = 1,360
AR B 32 Capital expenditure 15,734 8,590 24,324
18 Depreciation 14,781 719 15,500
WEEE - BB Loss on disposal of property,
P& AIEEES plant and equipment 296 - 296
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8. BN IMIE I (A)

W Wik S 8
A W 2 R TR - W
B 1 BRI o A I 2 T 35 7

BEZSEESNES WM

s R

=

ST N 3%

CEE YNGR T
(THFE ) 2 e Ath bt [

VLR % 2 6 T AE 43 BT 43 U E R
T {E B A B S
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8. Business and Geographical Segments (Continued)

Geographical segments

The Group’s operations are principally located in Hong Kong, Macau, Taiwan

and Singapore. The following is an analysis of the Group’s sales by geographical

market location:

Hong Kong and Macau

Taiwan

Singapore

Other regions of the People’s Republic
of China (“PRC”)

w¥EE

Turnover
2006 2005
Tt Tt
HK$’000 HK$’000
373,418 305,423
146,252 149,642
31,531 30,412
30,114 23,731
581,315 509,208

The following is an analysis of the carrying amount of segment assets, and

capital expenditure, analysed by the geographical area in which the assets are

located:

g3 R 7 M T

Carrying amount

of segment assets

AP

Capital expenditure

2006 2005 2006 2005
T T ¥t Tt Tt
HK$’000 HK$’000 HK$’000 HK$°000

(55 2 41)

(As restated)
B KM Hong Kong and Macau 225,905 211,348 12,573 14,852
=R Taiwan 63,900 50,600 2,394 7,044
B 3k Singapore 8,698 6,662 1,556 2

w2 At b [ Other regions

of the PRC 68,465 51,575 739 2,426
366,968 320,185 17,262 24,324
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9. HhERA
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10. BBt i i A
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BEZEFZARFEH=1+—HILHFE

9. Finance Costs

Interest on:
Bank borrowings wholly repayable
within five years

Obligations under finance leases

10. Profit Before Taxation

Profit before taxation has been arrived

at after charging:

Employee benefits expenses (including
directors’ emoluments):
Salaries and other benefits

Retirement benefits scheme contributions

Allowance for inventories
Amortisation of prepaid lease payments
Auditors’ remuneration:

Current year

Under(over)provision in previous year
Cost of inventories recognised as expenses
Depreciation:

Owned assets

Assets held under finance leases
Loss on disposal of property,

plant and equipment
and after crediting:

Rental income, with negligible outgoings
Net exchange gain
Interest income

Write-back of allowance for inventories

2006 2005
Tt Tt
HK$’000 HK$’000
98 14

13 22

111 36
2006 2005
AR P T ¥
HK$’000 HK$’000
(EHr £ 51)

(As restated)

137,789 119,480
4,396 2,648
142,185 122,128
- 1,360

89 89
1,253 1,135
3 (1)
163,004 110,709
15,987 15,220
266 280

135 296
2,951 2,472
2,452 2,100
505 332
1,800 -
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2006 2005
T#T T T
HK$’000 HK$°000
(T 2 91)
(As restated)
The charge comprises:
Hong Kong Profits Tax
Current year 2,403 5,267
(Over)underprovision in prior years (201) 124
2,202 5,391
Overseas taxation 2,887 4,066
5,089 9,457
Deferred tax (note 20):
Current year 3,348 1,315
8,437 10,772

Hong Kong Profits Tax is calculated at 17.5% (2005: 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, Shantou Huanan
Digao Fashion Co., Ltd (“Huanan Digao”) and Shantou Yingko Fashion Company
Limited (“Shantou Yingko”) are entitled to exemption from the PRC enterprise
income tax for two years commencing from their first profit-making year of
operation and thereafter, it is entitled to 50% relief from the PRC enterprise

income tax for the next three years.

During the year, Huanan Digao is entitled to full exemption from the PRC
enterprise income tax and Shantou Yingko is entitled to 50% relief from the
PRC enterprise income tax for the years from 2006 to 2008. The PRC enterprise

income tax charges are arrived at after taking into account these tax incentives.
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11. Pedd (4) 11. Taxation (Continued)

AR B S AR S AR Z The charge for the year can be reconciled to the profit before taxation per the

5% 88 T v ) AR B AN consolidated income statement as follows:
2006 2005
T#T Tt
HK$’000 HK$°000
(FE 5 2 51)
(As restated)
o ol T Jat A Profit before taxation 57,927 84,444
HHEBAEBBRITS% (ZEE Tax at Hong Kong Profits Tax rate
HAE 2 17.5%) w5 BLIH of 17.5% (2005: 17.5%) 10,137 14,718
B A A ]V RE R Effect of different tax rate applicable
EV NG -l to operations in other jurisdictions (3,532) (4,662)
WAL TE T & A W] 113 BA 52 Tax effect of expenses not deductible
2 B IE R 2 for tax purposes 265 468
B IE T R R B UL A Tax effect of income not taxable
2 B IH 5 B for tax purposes (407) (253)
) I 56 A A T R Utilisation of tax losses previously
2 BiIHA R not recognised (386) (45)
B 55 HI R R Utilisation of deferred tax assets
R SE Bl H previously not recognised - (145)
W o AR SRR E R 1B T AR 2 BELIESY 2 Tax effect of tax losses not recognised 3,231 553
i A ] 9 R TR ) 3 B Tax effect of tax exemption granted to
B TE R o 2 Bl JH 5 2 operations in other jurisdictions (653) =
W AEAE B R BRE) B2 (Over)underprovision in prior years (201) 124
HoAth Others (17) (46)

7 A BE 1) B TE 3 Tax expense for the year 8,437 10,772
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12. #HHME 12. Directors’ Emoluments

B AT sk BB AT I (BB RAE © A The emoluments paid or payable to each of the five (2005: five) directors were

HEHRSAZMEWT as follows:
ZEEAHF 2006
BEES BrRERE
Mr Cheng  HEHLE Mr. Cheng  WREEE  BHkEE4
Chung Man, Ms. Lam Chung Mr. Yang Mr. Yeung A
Johnny Yuk Sum Hoo Wei Tak Wing Kay Total
T T T T T T
HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000
i Fees - = 100 80 100 180
H A2 Other emoluments
HeRER Salaries and allowances 1,560 660 = = = 2,220
R A B3 Retirement benefits scheme
contributions 12 12 = = = U
4 4% Total emoluments 1,512 672 100 80 100 2,54
“EEREF 2005
BEUEE BRELE
Mr Cheng  MEFZL Mr Cheng  BIRUEREE  BAEEE
Chung Man, Ms. Lam Chung Mr. Yang Mr. Yeung At
Johnny Yuk Sum Hoo Wei Tak Wing Kay Total
i T T T i i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ik Fees = - 100 80 54 134
b8 Y Other emoluments
B Salaries and allowances 1,560 660 = = = 2,20
RICRA B3 Retirement benefits scheme
contributions 12 12 - - - )

W4 Total emoluments 1,572 672 100 80 54 1478




otes to the Financial Statements W %5 ¥ 2 b 5%

For the year ended 31st March, 2006
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13. Employees’ Emoluments

During the year, the five highest paid individuals included one director (2005:

two directors) of the Company whose emoluments are included in the disclosures

in note 12 above. The emoluments of the remaining four (2005: three) highest

paid individuals were as follows:

Salaries and other benefits

Retirement benefits scheme contributions

2006 2005
Tt Tt
HK$’000 HK$’000
(47 2 51)

(As restated)

2,995 2,194
48 36
3,043 2,230

The emoluments of each of the above employees were less than HK$1,000,000

for both years.

14. Dividends Paid

2006 interim dividend of HKO0.9 cent
(2005: HKO.8 cent) per share

2005 final dividend of HK1.2 cents
(2005: 2004 final dividend of
HKO.8 cent) per share

2006 2005
Tt Tt
HK$’000 HK$°000
14,950 13,248
19,872 13,248
34,822 26,496

The 2006 final dividend of HK1.1 cents per share has been proposed by the

directors and is subject to approval by the shareholders in the forthcoming

annual general meeting.
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15. Earnings Per Share

Earnings:

Profit for the year and earnings
for the purposes of basic and

diluted earnings per share

Number of shares:

Weighted average number of
ordinary shares for the purposes

of basic earnings per share

Effect of dilutive potential
ordinary shares in respect

of share options

Weighted average number of
ordinary shares for the purposes

of diluted earnings per share

BEZEFZAFH=1+—HILHEE

2006

HK$49,490,000% 7t

2005
(EH 25
(As restated)

HK$73,672,000% 7t

1,657,219,178

14,282,917

1,656,000,000

17,365,251

1,671,502,095

1,673,365,251

R B A ) A A

The following table summaries the impact on both basic and diluted earnings

B RN 2R per share as a result of changes in accounting policies:
E-R5Y I E T 3 5 B 4
Bz 5 B 25 %
Impact on basic Impact on diluted
earnings per share earnings per share
2006 2005 2006 2005
Al AL wEAl AL
HK cents HK cents HK cents HK cents
GRS IR Figure before adjustments 3.27 4.53 3.24 4.49
FRIBUR S B E LY Adjustments arising from
AR (S EE3) changes in accounting
policies (see note 3) (0.28) (0.09) (0.28) (0.09)
2.99 4.44 2.96 4.40
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16. Investment Properties

Tt
HK$’000

FAIR VALUE
At Ist April, 2004 26,130
Increase in fair value during the year 3,770
At 31st March, 2005 29,900
Increase in fair value during the year 23,350
Disposals (6,700)
At 31st March, 2006 46,550

The fair value of the Group’s investment properties at 31st March, 2006 have
been arrived at on the basis of a valuation carried out by Savills Valuation and
Professional Services Limited, independent qualified professional valuers not
connected with the Group. Savills Valuation and Professional Services Limited
are members of the Institute of Valuers, and have appropriate qualifications and
recent experiences in the valuation of similar properties in the relevant locations.
The valuation, which conforms to International Valuation Standards, was arrived
at by reference to market evidence of transaction prices for similar properties.
The increase in fair value of these properties has been credited to the consolidated

income statement.

The investment properties of the Group are situated in Hong Kong and are held
under medium-term operating leases. All of the Group’s investment properties

are held for rental purposes and are all leased out under operating leases.




otes to the Financial Statements ¥ %5 #i 3 W ik

For the year ended 31st March, 2006

17, S ~ W B i

A 5 £ (8
REZZZMWENA—H
(RiE250)
EHEh

Rt &0

REZZWENA A
(EHET

U S

WE

hE

EfELEHE R

R-ZERE=ZR=1-H
st

RE

th &

EfELEHE R
REZEAE=ZA=1-H

g
A
B CEERE)

fi#
R-ZENENA—H
Eimg

R

hifdd
EAiTE
RE-ZZAF=A=+-H
Emg

R

i B R B
EAEE
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REZEAE=ZA=1-H

R-ZZREZA=1-H

COST OR VALUATION
At st April, 2004
as originally stated
Reclassified to prepaid lease
payments

At Ist April, 2004

as restated
Exchange realignment
Additions
Disposals

Surplus arising on revaluation

At 31st March, 2005
Exchange realignment
Additions

Disposals

Surplus arising on revaluation

At 31st March, 2006

Comprising:
At cost
At valuation - 2006

DEPRECIATION

At Lst April, 2004
Exchange realignment
Provided for the year
Eliminated on disposals
Write back on revaluation

At 31st March, 2005
Exchange realignment
Provided for the year
Eliminated on disposals
Write back on revaluation

At 31st March, 2006

NET BOOK VALUES
At 31st March, 2006

At 31st March, 2005

BEZEFZAFH=1+—HILHEE

17. Property, Plant and Equipment

FRR%E

fEgT HEETEE  RERES Fumiture  HAZRM R
Leasehold Leasehold Plant and and Office Motor At
buildings  improvements machinery fixtures equipment vehicles Total
i i i T T i i
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$'000 HK$'000
16,320 59,692 12411 11,834 6,350 3,01 109,679
(5,380) - - - - - (5,880)
10,440 59,692 12,411 11,834 6,350 3,01 103,799
- 1,074 128 89 81 9 1,381
= 16,531 1,469 3,867 1,131 126 1434
- (11,667) (831) (665) (343) (T11) (14,217)
(197) = = = = = (197)
10,243 05,630 13,177 15,125 1819 3,09 115,09
- (688) 114 (33) (39) 15 (47)
- 12,070 424 1,656 1,171 341 17,26
a (4,290) (106) (74) (337) = (4,807)
181 - - - - - 181
10,424 1,1 13,769 17,674 9,214 3,451 127,255
- 1,7 13,769 17,674 9,214 3451 116,831
10,424 = = = = = 10,424
10,424 1,1 13,769 17,674 9,214 3452 127,255
= 46,796 9,145 9,004 5,470 1,899 11314
= 1,010 99 06 05 4 1,44
053 10,432 1,905 1,503 541 465 15,500
- (11,050) (691) (350) (340) (703) (13,336)
(653) - - - - - (653)
- 47,188 10,438 10,023 5,131 1,663 15,069
= (495) 230 (17) (18) 10 (290)
683 10,903 1,142 1,868 1,075 582 16,253
= (4,170) (106) (67) (328) = (4,671)
(683) - - - - - (683)
= 53,426 11,724 11,807 6,466 1,155 85,678
10,424 19,96 2,045 5,867 1,148 1,197 41,511
10,243 18,442 2,19 5,100 2,08 1433 40,021
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VL EEESE - e bs B sefii 8 B 24 LU AR
BT AT R

GER-: 2

Leasehold buildings

FEL 5 A A

Leasehold improvements
L B B

Plant and machinery
BB B 2

Furniture and fixtures
Office equipment

R

Motor vehicles
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511) :10,221,000% 70) A IG5 B 55
xE o

AEE W REN T FE > S RE
il LB R A Y& 7 A {H 200,000% 7T
(ZFEERHAF © 467,000 70) ©
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17. Property, Plant and Equipment (continued)

The above items of property, plant and equipment are depreciated on a straight

line basis at the following rates per annum:

Al w6 4R 81 2048
Over the estimated useful lives of 20 years
20%3 1% FHL 65 4F 0 (DAH o 2 7 )

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

20%

3315%

20%

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

on leasehold lands held under medium-term leases.

The leasehold buildings of the Group were revalued at 31st March, 2006 by
Savills Valuation and Professional Services Limited, independent professional

valuers, on an open market value basis.

If leasehold buildings had not been revalued, they would have been included in
these financial statements at historical cost less accumulated depreciation of

HK$9,545,000 (2005 as restated: HK$10,221,000).

The net book value of the Group’s motor vehicles includes an amount of
HK$200,000 (2005: HK$467,000) in respect of assets held under finance leases.
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18. AT HH K 0 18. Prepaid Lease Payments

AL 2 EATHEREREBRIE A The Group’s prepaid lease payments represent leasehold land in Hong Kong

ERAZHFHHE L - held under medium-term lease.

2006 2005
T oo T T
HK$’000 HK$°000

RN S 208 Analysed for reporting purpose as:
i B G Current asset 89 89
I B G Non-current asset 3,596 3,685
3,685 3,774

19. WMERKRELRE 19. Rental And Utility Deposits

W% S R TE A G5 55 H 2 0N T8 (B B A The fair value of the amounts at the balance sheet date approximates to the
Hi T (B AH o corresponding carrying amount.

20. BRI 20. Deferred Taxation

TSR A SR E R B JOoB A BIH The following are the major deferred tax assets (liabilities) recognised by the
MR TEIREBIAEE (B &f  Group and movements thereon during the current and prior reporting periods:

EAWE BT

Revaluation Accelerated R i 48
of tax Tax ol At
properties depreciation losses Others Total
T T T T T
HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
RoFZWNENA—H At Ist April, 2004 as
(JFEZ ) originally stated (199) 2,505 = (913) 1,393
&5k Effect of changes in
BHyE accounting policies 873 - - - 873
PEEFMEN A —H At st April, 2004
(EH 25 as restated 674 2,505 = (913) 2,266
WA REF F1) 5 A (Charge) credit to income statement (729) (699) 279 (166) (1,315)
T b 7% B Exchange differences = 56 = - 56
REZEREE=ZA=+—H At 3lst March, 2005 (55) 1,862 279 (1,079) 1,007
U ABREF (B30 7FA (Charge) credit to income statement (3,623) (621) (66) 962 (3,348)
AR 4 1515 Charge to equity (151) - - - (151)
T i B Exchange differences - (43) - - (43)

MEZFERFEZAZ+—H At 31st March, 2006 (3,829) 1,198 213 (117) (2,535)
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20. EMEBLIE () 20. Deferred Taxation (Continued)

MEBINEERAMBRMS » & TERLES For the purposes of balance sheet presentation, certain deferred tax assets and
THEERABCHKE o TXHMUF  liabilities have been offset. The following is the analysis of the deferred tax

T 5 2 78 48 Bl TE 45 8 4 b balances for financial reporting purposes:

2006 2005

T 0 T T

HK$’000 HK$°000

(FEH 27

(As restated)

I AiE i VB & Deferred tax assets 1,411 2,141
I ST Bl TH A F Deferred tax liabilities (3,946) (1,134)

(2,535) 1,007

W EENFH="+—H > X4£H At 31st March, 2006, the Group has unused tax losses of HK$33,683,000 (2005:
] I K B R 2l s A 1 v R B B TE e HK$17,802,000) available for offset against future profits. A deferred tax asset
18 £ 33,683,000 o6 ( —F F 4 ¢ has been recognised in respect of HK$1,218,000 (2005: HK$1,594,000) of such
17,802,000% £ ) - A& £ [H C© & losses. No deferred tax asset has been recognised in respect of the remaining
1,218,000% 6 (= FE H 4F : 1,594,000 unused tax losses of HK$32,465,000 (2005: HK$16,208,000) due to the
T T0) 2 B T e 18 R R S B T o unpredictability of future profit streams.

H 7 K 58 TEURE A AR I A SRR ol Sl

0 e T A0E B TE R P I BR T R

) 1 BLJH 5 45132,465,000% T (— %

FAE : 16,208,000% 78) ©

21. {71

2006 2005

T#HT T T

HK$’000 HK$’000

J& Ak Raw materials 24,930 12,425
1 /5 Work in progress 14,824 15,785
A Finished goods 81,767 56,175

121,521 84,385
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22. JEWHE S A H b 22. Trade and Other Receivables
Wk S

RAOEENEZA=Z+—H > AEH

2 W ek T e A S T L A
JE U B 5 3Kk I 55,332,000% 00 (=T E
FAF 1 25,360,0009 7)o A 4R H HEH
i B M 7 W K TR T 4R T30 H R 602
fFEEM s MG TFTHBEEFZFHEE
BN T-60% 120 - BEUE 5 3K IH 2 iR
ARG T

30H A
31— 60H
61—90H
90 H

RoERERFE=ZA=+—H  A%EMH
2 MBS B T R TR % A R ORI 2
- {7 (i S AR R T (ELAR 4

23. fEHCHIERAT 173K

% S A AR AR AR M M — R AT
B2 AR IR T TRATZHH - %
S5 AR [ E A 3.7 (TR R AR
0.5/H) 7t 8 - REFTANE=ZA=+—
Hoo W% % SR AT A7 3R 2 0 - 15 {E B AR
W T (LA 4 o

24. Hith &b &

SEWIE K ~ AT &7 B Bl
75 8 T 2 A7 8% 3 WG GRAT 5 A7 3R
HEHE - WA RE o A HE
ERRR > AR LRI BB S
2 R T (B P A

At 31st March, 2006, included in the Group’s trade and other receivables were
trade receivables of HK$55,332,000 (2005: HK$25,360,000). 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:

2006 2005

T T T oo

HK$’000 HK$°000

Within 30 days 15,872 8,630
31 - 60 days 6,898 5,007
61 — 90 days 8,285 4,107
Over 90 days 24,277 7,616
55,332 25,360

The fair value of the Group’s trade and other receivables at 31st March, 2006

approximates to the corresponding carrying amount.

23. Pledged Bank Deposits

The amounts represent deposits pledged to certain banks to secure general
banking facilities of the Group. The deposits carry fixed interest rate of 3.7%
(2005: 0.5%). The fair value of bank deposits at 31st March, 2006 approximates

to the corresponding carrying amount.

24. Other Financial Assets

Time deposits, bank balances and cash

The Group’s deposits carry interest rate at prevailing bank savings deposits rate
and mature within 3 months. The directors of the Company consider that the
carrying amounts of the Group’s bank balances and cash approximate to their

fair values.
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25, ME A FU 5 30 e LAl
3%

AZERRNEZA=1+—H » &AEH At 31st March, 2006, included in the Group’s trade and other payables were
2 JEAT & 5 2 A K H At 1B AT 2O A 4 trade payables of HK$42,905,000 (2005: HK$15,903,000). Details of the aged
JEAF & 5 3Kk TE 5 42,905,000 6 (& analysis of trade payables are as follows:

FHAFE ¢ 15,903,000 78) - A H 5
FOHZ MRS s R

2006 2005

Tt T T

HK$’000 HK$’000

30H A Within 30 days 9,355 5,841
31— 60H 31 — 60 days 3,573 1,960
61—90H 61 — 90 days 8,793 3,601
#90H Over 90 days 21,184 4,501
42,905 15,903

MNZEENRFEZH=T—H > KEHE The fair value of the Group’s trade and other payables at 31st March, 2006
Z WA B 5 3 A B H A E AT SR 22 2

approximates to the corresponding carrying amount.

- B B AR R O T (AR A
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26. B HERE 26. Obligations Under Finance Leases

PR A AH BT T E D AR 4R B It is the Group policy to hire certain of its motor vehicles under finance leases.
Ko FHHEEFEMALE - HE The average lease term is five years. For the year ended 31st March, 2006, the
CEENRFZH=FT—HILFEE > F average effective borrowing rate was 8% (2005: 8%). Interest rates are fixed at
P B R 8% (ZFE A the contract date. Finance leases are on a fixed repayment basis and no
8%) o BETIAGH HMEE - Bl & arrangements have been entered into for contingent rental payments.

FEL 40 2 [ 78 < 4 M > Sl 22 PR AF

IRFH 4 R -

R (R A B R s BLE
T A AL 65 52 5K Present value of
Minimum lease payments minimum lease payments
2006 2005 2006 2005
T Tt Fix Tt
HK$’000 HK$’000 HK$’000 HK$’000
Al A 4 Amounts payable under finance leases
— 4R Within one year 82 211 80 198
FEZRERE (WHERMA)  In the second to fifth year inclusive - 82 - 80
82 293
W HERMEE A Less: Future finance charges (2) (15)
il B3R B Present value of lease payments 80 278 80 278
ok et (TS NE: i R7 R Less: Amount due for settlement within
WEAEZ B8 twelve months shown under current
B 25 liabilities (80) (198)
oM AKEE RS Amount due for settlement after
twelve months - 80

AEBEBERMEME 2 HME LB A The Group’s obligations under finance leases are secured by the lessors’ charge
AR E 2 IR E A - over the leased assets.

KRAFEERS > MIFMEMEZE  The directors of the Company consider that the carrying amount of the
1 2 B TE B A PR AR o obligations under finance leases approximates to its fair value.
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27. Share Capital

R H
Number of B 18
ordinary shares Value
T T
HK$°000
48 B (45 T {EL0.0 13 JT) Ordinary shares at HK$0.01 each
EE - Authorised:
W ERFWMAE A —H - At 1st April, 2004,
TEBRAE N O EERNF 31st March, 2005 and 2006
=H=1F—F8 10,000,000,000 100,000
BT RME Issued and fully paid:
W ERRWAED H—H - At 1st April, 2004 and
—EERFE=H=1T—H 31st March, 2005 1,656,000,000 16,560
BRI A7 {68 Mg i EE 1T B 47 I A (M AE) Issue of shares upon exercise
of share options (note) 5,700,000 57
WoEENEZH=1+—H At 31st March, 2006 1,661,700,000 16,617

Mfat - hWBE_FEFANF=H=1+—H Note: During the year ended 31st March, 2006, 5,700,000 share options were
1E4F BE I > 5,700,000 A% #E 4% exercised at prices of HK$0.162 per share, resulting in issue of a total of
B R0.162%s TCAT A » B AL ) 5,700,000 ordinary shares of HK$0.01 each in the Company.
47 3£5,700,0008% 45 B 17 {E0.01
Wt R .
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28. WHEMNA

AR BIE 2 R HLA
FR o AEEAREEE AT+
WREBTHEMT ¢

B8 K
B &

JRAEFH o AR5 IR AS A e A9 AL R
Yy REEAE > BT 5 2 R R
R SR PRI T ¢

— 4R
B EB I (5 E E W AF)
HAeEMUE

B 5% S R B S > A< 42 AT AR ZH AT 1
T &8 DL e T W 3E S A
HAMI T BB -

BEMERAIAEER R LS TEE
IR MAEY BN ZHE - HE
T8 AR ERE K HE R
SAERE K .
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28. Operating Leases

The Group as lessee

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

operating leases as follows:

2006 2005

T T

HK$’000 HK$°000

Minimum lease payments 143,167 110,373
Contingent rental payments 14,191 16,180
157,358 126,553

At the balance sheet date, the Group had commitments for future minimum

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

2006 2005

T # T T ¥ 0

HK$’000 HK$’000

Within one year 128,975 120,017
In the second to fifth year inclusive 136,191 147,002
Over five years 485 893
265,651 267,912

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.
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28. REMH (4)

7 55 B A 2 HE LN

AR > P ZEFH & U A £ 2,951,000
WoT (ZEE AR © 2,472,000% 75) ©
T AL MR R AR Y R
T {H.6,700,000%5 76) £ A 4F I8 5 o B8R
T EEMFEELEH (BT R
A 8%) et o BT A A W ER
KR —EWECHRGHEZME -

REEFEH > AEBEMFEFILEH
VIR 7 H AR S R &

—4HFR
B EE I (5 E R W)

29. HpEik

WAREEH > AL AT T A T 8T L
PEGIZ T AL M — R SRAT R 1
FEMT

A & KA
HE T
K SR AT A7 3K

BEZEFZARFEH=1+—HILHFE

28. Operating Leases (Continued)

The Group as lessor

Property rental income earned during the year was HK$2,951,000 (2005:
HK$2,472,000). Certain of the Group’s properties held for rental purpose, with
a carrying amount of HK$6,700,000, have been disposed of during the year. The
remaining properties are expected to generate rental yields of 6% (2005: 8%)
on an ongoing basis. All of the properties held have committed tenants for one

to two years.

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

following future minimum lease payments:

2006 2005

it 5e T

HK$’000 HK$°000

Within one year 3,198 2,834
In the second to fifth year inclusive 2,666 3,319
5,864 6,153

29. 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:

2006 2005
T T
HK$’000 HK$°000
(F ¥ 2 51)

(As restated)

Investment properties 46,550 29,900
Prepaid lease payments 3,287 3,367
Leasehold buildings 9,416 9,263
Short term bank deposits 1,000 1,389

60,253 43,919
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30. JEBEREGHE

REARAR _FF=FNA+LEH
BAT 2 M HOE AR g L 2 R
WA o AL F R A TR B HE T B
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7 5 W 22 B2y 4R T A0S A R Ky
ZAB{ET 55 01 > Bl AL A R H R
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MG RIS EHAEREEERZ 2
M - R B RAL A A 13y
6Bk 2 B o

ARAR A 23 ) BR A % w0 S04 £ A 1
e HERT# o [RAT 68 B % th 2 B A i A
RE T 5 47 ) B4y - S 75 B A8 7 3R AR 1
WA 4\ B AT B 2 10% e

7 N ) AE B L E TR AT B T 1 10% R
il b A B B AN 45 R A A A SR
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R HERT#] > RAT 68 K47 6 BT % Hh 2
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30. Share Option Scheme

Pursuant to ordinary resolutions passed at the annual general meeting of the
Company on 17th September, 2003, a share option scheme (the “Scheme”) was
adopted by the Company 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 Scheme.

Shares which may be issued upon exercise of all options to be granted under the
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 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 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.

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.
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30. WG BEREGHE (42)
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30. Share Option Scheme (Continued)

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 Scheme after the date of the tenth

anniversary of the adoption of the Scheme.

No options were granted to the directors of the Company during both years.
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30. S REGHE (AF)

R A 4 R B TR AR R A B
2 2 0 e R S i o A

S

REREZZZAGE=ZA=1—H L4

ERA -

LR

Date of grant

“EEZET-ATAR

18th November, 2003

“RR=Et-A AR

18th November, 2003

“ZZNEAR -+ —H

21t September, 2004

SEEMEAA A

215t September, 2004

freni+ M

Vesting period

“ZEEHY-ATARE
SEEREL At
18th November, 2003
to 17th November, 2005

“ZEEEF-ATARZR
SEEEE— AR
18th November, 2003
to 17th November, 2007

“REMEAA 0%
“ERREARZTH
11st September, 2004
to 20th September, 2006

“EFNEAA SRR
“EENEAAZTH
21st September, 2004
to 20th September, 2008

BEZEFZAFH=1+—HILHEE

30. Share Option Scheme (Continued)

The following table discloses details of options granted under the Scheme held

by employees of the Group and movements in such holdings.

During the year ended 31st March, 2006:

REZRLAE REZERE

WA—H  REER REERN ZA=F—H

B g B b4 frfE i WA AT B

Exercise Balance Exercised Cancelled  Outstanding

i price at during during at

Exercisable period per share 1.4.2005 the year the year 31.3.2006
(H&t)
(Note)

“EENET-ATARE 0.162i T 18,000,000 (5,700,000) (500,0000 11,800,000
“ERLEF-ATLH HKS0.162

18th November, 2005
to 17th November, 2007

ZEZEEF-ATARR 0.1628 7% 18,000,000 E (500,000) 17,500,000
“EFENET-ATEH HK$0.162

18th November, 2007
to 17th November, 2009

ZEEAFAAZA AR 0.255% 2,000,000 = = 2,000,000
ZZENENAZTH HK$0.255

st September, 2006
to 20th September, 2008

“EENENAZH-HE 0.2558 ¢ 2,000,000 = = 2,000,000
ZE-RENAZTA HK$0.255

st September, 2008
to 20th September, 2010

40,000,000 (5,700,000)  (1,000,000) 33,300,000
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30. WG BEREGHE (42) 30. Share Option Scheme (Continued)

MEE_RRAEL=ZH=T—HIE4E  During the year ended 31st March, 2005:

BEW
REZENE REZZELE
WA—H  REER REER ZA=+—H
B e A B Zhik fih it 8 AT B
Exercise Balance Granted Cancelled  Outstanding
B Tl A B fr e price at during during at
Date of grant Vesting period Exercisable period per share 1.4.2004 the year the year 31.3.2005
(W)
(Note)
“EZZEET-ATAE ZEZ=E+-ATAHE ZZAET-ATAHZ 0.162i 7t 18,600,000 - (600,000) 18,000,000
ZERREL-ATER ZERLEL AR HK$0.162
18th November, 2003 18th November, 2003 18th November, 2005
to 17th November, 2005 to 17th November, 2007
“EFEEF-ATAR ZEFEEA-ATARE ZERLET-ATARZ 0162 18,600,000 - (600,000 18,000,000
ZERLET-ATER ZEEAET-ATLH HK$0.162
18th November, 2003 18th November, 2003 18th November, 2007
to 17th November, 2007 to 17th November, 2009
ZEENEAAZT-R ZEZREAAZL-RE ZERAFAACZT-HE 0.155% T - 2,000,000 - 12,000,000
“EEAENAZTA “RENEAAZTH HK$0.255
215t September, 2004 st September, 2004 st September, 2006
to 20th September, 2006 to 20th September, 2008
“EFWEAACST-R ZEFEEAACST-HE ZFRAEAACT-HE 0255 7 - 1,000,000 - 1,000,000
“EENERAZTA “E-FFAAZTH HK$0.255
21st September, 2004 11st September, 2004 st September, 2008

to 20th September, 2008 to 20th September, 2010

37,200,000 4,000,000 (1,200,000) 40,000,000

Btk - B RORE A A IR A 0B B TR IR Note: Cancelled of share options upon the termination of certain employees during
FEE o the year.
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30. Share Option Scheme (Continued)

In respect of the share options exercised during the year, the weighted average
share price at the dates of exercise is HK$0.22. During the year ended 31st
March, 2005, total consideration received from employees for taking up the

options amounted to HK$4.

The fair value of the options granted during the year ended 31st March, 2005
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 21st September, 2008 to
20th September, 2010. The following significant assumptions were used to derive

the fair values using the Black-Scholes option pricing model:

Date of grant

ZEEAFEAAZTH ZEREANFEALAZTH
FZFF)N\FEAAZTH EZR-FEAAZHH
AT B 2 B M R AT 2 i I R

Option exercisable Options exercisable

from 21st from 21st

September, 2006 to
20th September, 2008

September, 2008 to
20th September, 2010

4 R

Expected life of options 4 years 0 years
Expected volatility based on historical

volatility of share prices 83% 76%

Expected annual dividend yield 4.7% 4.71%

Hong Kong Exchange Fund Notes rate 2.6% 3.4%

Expected volatility was determined by using the historical volatility of the
Company’s share price over the previous 4 to 6 years. The expected life used in
the model has been adjusted, based on management’s best estimate, for the

effects of non transferability, exercise restrictions and behavioural considerations.

The Group recognised the total expense of HK$1,070,000 for the year ended
31st March, 2006 (2005: HK$1,081,000) in relation to share options granted by
the Company.
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31. 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 are also required to make
contributions to state retirement benefit schemes in the PRC. The subsidiaries
are required to contribute a specific percentage of the monthly salaries of the
employees to the relevant schemes to fund the benefits. The only obligation of
the Group with respect to these pension schemes is to make the specified

contributions.

The branch of the Group’s subsidiary operating in Taiwan accrues pension cost
equivalent to three percent of employee base salary in accordance with the
Labor Standards Law (“LSL”). Pension fund is deposited in the Central Trust of
China, a custodian bank for employee pension fund designated by the
government. Effective from Ist July, 2005, the branch adopted a defined
contribution scheme (“New Scheme”) governed by the Labor Pension Act

(“LPA”).

The employees who are subject to the Labor Standards Law regulations prior to
the enforcement of LPA may choose to be covered under the New Scheme or
may continue being covered under the pension scheme provided under LSL.
Under the New Scheme, LPA prescribes that the pension contribution rate by
an employer to an employee’s individual pension account per month shall not

be less than six percent of each employee’s monthly salary or wage.
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32. BEALRZSWiE

(@)
(1)

(ii)

BN 2%
BE_BENE=H=+—H 1
AR RE o A AR ) SR SETH R M B
MEBRZEG ([EMERRZ
Bel > gifilRMEsHEE])
(A2 ) B o 2 ) RS o R 8
FRA A (TH#E]) — &4 D BB RZ
P & 24 El) 32 AT FH 4 244,000
JG ° BT AT 2 A R IE T AR R A
EHEFEMERREZEGR L
WANE+ZH=Z+HE - FTZE
FEEH T HE (FRE I ®D)
W ST 2 A AR 2 LA Tk o s LA
EPREAEREXE TEE o 7
CETFEZFERHA—H > AREEHE
Je M€ R % B &5 o % 1k
i o BIIRE AL IE 5 R o

AZEERAFNAZFNH R
42 9 B R 5 T B D L 5 A
Biaat GEMEERES G2 AN
B2 A FTSL A W #ELTE
B L RS OB LTE & (THT
) o M R ek AL
9] A5 4 B 9 ) SRSE T B P 8RR
7L e o s i e
2,024,000 ot (= F & L 4F
1,998,000% 75.) -

M FEREMH Z+KH
Veeko Manufacturing Company
Limited (42 A] & & #EA 2 W&
AT FORSET I A R A R
AT G2 — 20 HBER) - F
SR A ARG A o LI
B A B Ko i A
15,100,000%: 7T 4 f11l % 18,200,000
BT e RFEANE=ZH=4—
SRR W RN - I TE 7
21 A B 2R 7RIS 451,310,000 7T
(ZFF R4 : 1,310,000#5C) ©

BEEZNE=ZH=ZT—HILEE
32. Connected And Related Party Disclosures

(a)
(1)

(ii)

Related party transactions

During the year ended 31st March, 2004, the Group paid rental expenses
of HK$244,000 to REMEFIEREMAEERZE® (the
“RFEERZE @, formerly known as “[EFIEE I [R”), 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 fZFIZE/E R Z B € 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 RFIEERZ 8 €

to terminate the Old Agreements with immediate effect.

On 28th April, 2003, the Group entered into a tenancy agreement with
SeT RPIE R PIE & ER A 4L, an enterprise wholly owned by 52 P9
EFERZBEE, 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$2,024,000 (2005:
HK$1,998,000) to 3R 5= 1 5T P98 f2T PISE4CE Bt & 4+ during the year.

On 26th April, 2000, Veeko Manufacturing Company Limited, a wholly-
owned subsidiary of the Company, and RZEm EFIEEZEEGR A 7,
a minority shareholder of Dico, entered into a 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, 2006, the
Group had outstanding commitments amounting to HK$1,310,000 (2005:
HK$1,310,000) in respect of the capital injection to Dico.
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32. BN LZEYPi# (7) B32. Connected and Related Party Disclosures (Continued)

(b)y FHEEFHRABZHIE (b) Compensation of key management personnel

RAEN > R R HAMFEEEMARZ The remuneration of directors and other members of key management during
BT the year was as follows:

2006 2005
it F i
HK$’000 HK$000
5 ) A Short-term benefits 4,262 4,144
flé 1 1% A Al Post-employment benefits 60 60
DA B A7 o 55 i 2 B A Share-based payments 203 270
4,525 4,474

FEREETHANBZHMITEFM  The remuneration of directors and key executives is determined by the
B o AR TR I 2 B R T 5 e B T remuneration committee having regard to the performance of individuals and

° market trends.

i
%
TE
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33. ARA|Z#AHEARE 33. Balance Sheet Of The Company
MRZEEARFE=ZHA=Z1—H  ALH The balance sheet of the Company as at 31st March, 2006 is as follows:
ZEEAMBERWNT :
2006 2005
T oo T
HK$’000 HK$°000
(FHr £ 51)
(As restated)
I i B A Non-current Assets
T & s\ 2 & Investment in a subsidiary 53,630 53,630
Uit B & Current Assets
H At 1 i 3k H Other receivables 238 235
FFF Jagg 2 ) R Amounts due from subsidiaries 230,330 217,148
RAT & A7 Bank balances 222 137
230,790 217,520
it B £ Current Liabilities
JRE A 22 H Accrued charges 166 94
7 K M JE S\ R Amounts due to subsidiaries 182,037 169,053
182,203 169,147
it B & A R E Net Current Assets 48,587 48,373
102,217 102,003
A T At Capital and Reserves
B A Share capital 16,617 16,560
it 8 Reserves 85,600 85,443
102,217 102,003
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34. FEMWE A EGENE 34. Particulars of Principal Subsidiaries
KpNE R ZEEANF=H=1T—HMN Particulars of the principal subsidiaries of the Company as at 31st March, 2006
TEME A A MRS were as follows:
A2 ] Bt
FH BT
JeA /G A
DT R % K T i L A1
B AR Proportion of
A R BEN nominal value of
L Hb B Issued and issued capital/
Place of fully paid registered
Bt & 2 =] 44 incorporation/ share capital/ capital held FEEH
Name of subsidiary establishment registered capital by the Company  Principal activities
(Kt ita) (Mt 7#b)
(note a) (note b)
Rae R AL Ag i A R 2 A EoR 1,000,000%; 7© 100%  Abth fh Sz o i b % B
Colourmix Cosmetics Hong Kong HK$1,000,000 Retailing of cosmetics
Company Limited & skin care products
T3 AL AL b IR A R A L 25,0001 ] & 100%  Abth fh I o i b %
Colourmix Cosmetics Macau MOP25,000 Retailing of cosmetics
Macau Company Limited & skin care products
Colourmix Cosmetics Retail 7 100,000 T 100% btk b K 5 &
Company Limited Hong Kong HK$100,000 Retailing of cosmetics
& skin care products
WL R R A RAF (fatc) 16,109,950% 7t 5% KRG
Dong Guan Dico Fashion PRC HK$16,109,950 Manufacturing of
Co., Ltd. (note ¢) garments
5 2 g A R B R IR R H B 8,000,000 JG 100%  BiAC R ik
(Bt &Ed)
Shantou Huanan Digao Fashion PRC HK$8,000,000 Manufacturing of
Co., Ltd. (note d) garments
WA & AR A (fikd) 1 H 8,000,000% 7& 100%  HiA B gk
Shantou Yingko Fashion PRC HK$8,000,000 Manufacturing of
Company Limited (note d) garments
Veeko Advertising Agency ERE 100% 7o 100% 4 4k JAg 4 J & 40 R S
Company Limited Hong Kong HK$100 Provision of advertising
and promotional
services




otes to the Financial Statements ¥ %5 ¥t # Fif 5§

For the year ended 31st March, 2006

WY 2 ) 44

Name of subsidiary

JB 1 I 26 A BR A )
Veeko Fashion Company
Limited

Veeko Fashion Far East
Company Limited

Veeko Fashion (Singapore)

Pte Ltd.

Veeko Holdings Limited

Veeko Manufacturing
Company Limited

JE B G IR A PR
Veeko Trading Fashion
Company Limited

R Gy (LM R
MRS A BRA A

Veeko Trading (Macao
Commercial

Offshore) Limited

Wina Success Limited

BEZEFZAFH=1+—HILHEE

34. FEINBEAEEN (&) 34. Particulars of Principal Subsidiaries (Continued)

34
Place of
incorporation/

establishment

7
Hong Kong

0 R B
British Virgin
[slands

g

Singapore

I JE LS
British Virgin
Islands

I RE

British Virgin
[slands

W

Hong Kong

LA

Macau

&
Hong Kong

CBEITR
BRBA
ki AR

Issued and

fully paid

share capital/
registered capital

2,400,000% 75
HK$2,400,000

1270
Us$1

1,000,000 /i 3# J¢
SGD1,000,000

618.563 70
US$618.56

1R 70
US$1

600,000% 74
HK$600,000

100,000 [4 &

MOP100,000

100#5 JG
HK$100

A ] Bt

HH BT

Je A/ RE M

¥ A% T H LG 4
Proportion of
nominal value of
issued capital/
registered
capital held

by the Company
(HtiEa)

(note a)

100%

100%

100%

100%

100%

100%

100%

100%

LEEH
Principal activities
(Mt 7Fb)

(note b)

AR T

Retailing of garments

EEBEERREE
Retailing of garments

in Taiwan

Retailing of garments

BOE R

Investment holding

Ak K AR
Trading of fabrics and

garments

BAH E R A Y
Trading of garments
and property holding

A H B

Trading of garments

LSRR ZE VSE A
&5 AT BUR S
Property holding and
provision of accounting
and administrative

services
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BEZEFZARFEH=1+—HILHFE

34. FEINBEAEEN (&) 34. Particulars of Principal Subsidiaries (Continued)

W3t

a. A A HEFFA Veeko Holdings
Limited BIREZS - b SCHr R BT A HEZS
AN A HEFR -

b B CEERT WS AEWS
B 45 32 3 M
AT -

c. ARAFLEEMREARZHAGE
M o AR4EG TR > AL D
WA 2wl 2 BOEA o

A VNSIVES TS 208 F3 o =4
TE 2 31 -

e R JB 2 R A e B AR AT AR B
B JBEAE fi] io R U I B A o

LRI B E R BB AEN LT
A £ ] 2 25 s A K5 IRE A A 4R TR
WM EEFEZHE AR - EFR A
B i At B 2 7] 2 REAE B A E RS
WITE -

Notes:

A The Company directly holds the interest in Veeko Holdings Limited. All

other interests shown above are indirectly held by the Company.

b. The principal activities are carried out in place of incorporation/establishment

except as otherwise stated under principal activities above.

c. The company is registered in the form of equity joint venture company.
Pursuant to the joint venture agreement, the Group is entitled to 100%

result of this company.

d. The companies are registered in the form of wholly foreign owned enterprises.

None of the subsidiaries had any debt securities outstanding at the end of the

year or at any time during the year.

The above table lists the subsidiaries of the Company which, in the opinion of
the directors, principally affected the results of the Group for the year or formed
a substantial portion of the assets of the Group at the end of the year. To give

details of other subsidiaries would, in the opinion of the directors, result in

particulars of excessive length.
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BEZH=ZT—HIEEE
Year ended 31st March,
2002 2003 2004 2005 2006
T 7T THTT T 7T THTT T#T
HK$’000 HK$°000 HK$’000 HK$000  HK$’000

BREE TURNOVER 367,842 427,338 446,227 509,208 581,315
Wi Aot i it A PROFIT BEFORE TAXATION 16,406 33,780 68,051 84,444 57,927
BT TAXATION 649 (3,756) (9,460) (10,772) (8,437)
AR B i B PROFIT FOR THE YEAR 17,055 30,024 58,591 73,672 49,490

A e Hil £ i Assets and Liabilities

SH=tH
At 31st March,
2002 2003 2004 2005 2006

Tt Tt T Tt T#x
HK$000  HK$000 ~ HK$000  HK$000  HK$’000

mEE TOTAL ASSETS 242,730 215,972 269,959 322,326 368,379
AR A TOTAL LIABILITIES (74,636) (27,340) (37,600) (43,323) (75,230)
JBe o SHAREHOLDERS’ FUNDS 168,094 188,632 232,359 279,003 293,149

[ A W 3y e e S N B Note: The above financial summary from 2005 have been adjusted for the adoption

= CHRANE RS g M of the new Hong Kong Financial Reporting Standards and Hong Kong
i 2 5 A s B 5 i o e ) S A v Accounting Standards and Interpretation issued by the Hong Kong Institute
o EEUE I KRR R (0 B S R 3R of Certified Public Accountants as detailed in note 3 to the financial

FEREAR) 1E B AR o statements.
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AEER _FFRNFEZA=Z+—HE
A= EHANEEYRNEE W
B

LUE S

7 s B L 2% T K PR
192-200%% 12 fy # -0

TH ISR R A

L24%% M 248 1 {3 P65 %% M P68

489-491%5% 7 # T3 0o AJRE
3MEA135E
THEAS K A13%E

Particulars of the Group’s investment properties, all of which are wholly-owned,

at 31st March, 2006 are as follows:

&
Properties Term of lease
15th Floor, Lorry Space No. L24 ]

on Ist Floor and Parking Spaces Medium-term
No. P65 and No. P68 on 2nd Floor,

Wyler Centre Phase 11

192 — 200 Tai Lin Pai Road

Kwai Chung

New Territories

Hong Kong

A13 on 3rd Floor and A8 and Hh 1]
A13 on 7th Floor, Block A,
Hong Kong Industrial Centre,
489 — 491 Castle Peak Road
Cheung Sha Wan

Kowloon

Medium-term

Hong Kong

H i

Purpose

T

Industrial

I

Industrial




