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Business Review and Prospects

Business Overview

As at 31st March,2007, the Group recorded a turnover of HK$642,287,000
(2006: HK$581,315,000), representing an increase of 10.5% as compared with
the corresponding period of the previous year. An amount of HK$127,774,000
of the turnover was contributed by the cosmetics business, representing an
increase of 52.7% as compared with the corresponding period of the previous
year (2006: HK$83,650,000). The turnover from the fashion business increased
by 3.4% from the corresponding period of the previous year. The profit for the
year was HK$36,961,000 (2006: HK$49,490,000), representing a decrease of
25.3% over the corresponding period of the previous year. This was attributable
to the fact that the income from the increase in fair values of investment
properties was HK$23,350,000 during the previous year, while this amount of
income recorded during the year was only HK$5,710,000. If the effect of such
special income was excluded, the profit before taxation would have recorded a
slight increase of 1.7% as compared with the corresponding period of the previous
year. The reason for the mild increase as compared with the previous year was
primarily due to the establishment of three production plants by the Group
during the year which are located at Shantou, Zhuhai and Macau respectively.
The Shantou plant covers an area of approximately 31,355 square meters. The
Group purchased the property at a consideration of approximately
RMB27,091,000 in February 2007. The Group plans to integrate the existing
rented plants and further enhance its production efficiency to cope with the
future development of its retail business in the mainland China. By the end of
2000, the Group had also set up two production plants in the Zhuhai and
Macau Cross-border Industrial Zone. The rented areas of Zhuhai and Macau
plants amounted to approximately 7,800 square meters and approximately 5,900
square meters respectively. Both plants are currently in trial production. They
can take full advantage of the cross-border industrial zone in the future and
enjoy the CEPA zero tariff of Macau so as to match the rapid development of
the retail business in China. The Group’s failure to realise a relatively significant
growth in its profit during the year is partially due to the fact that the initial
preparation expenses invested into these three plants during the period were
recognised in its accounts. In addition, the reason also accounted for the

unsatisfactory results of the Taiwan market.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Fashion Business

As at 31st March, 2007, the turnover from fashion business amounted to
HK$514,513,000, being an increase of 3.4% over the previous year and accounting
for 80.1% 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$44,071,000, representing
a decrease of 16.5% from HK$52,798,000 of last year. This was primarily

attributable to the unsatisfactory result in the Taiwan market.

Fashion Business — Hong Kong and Macau Market

As at 31st March, 2007, the Group had altogether 59 outlets in Hong Kong and
Macau (2006: 63 outlets). During the period under review, the Hong Kong and
Macau market recorded a turnover of HK$330,785,000, representing an increase
of 14.1% as compared with the corresponding period of the previous year. This
was mainly attributable to high-quality fabrics purchased by the Group, enhanced
product quality, as well as diversified product portfolios and imported superior
accessories. Such innovative measures were highly popular among customers
and harvested a remarkable increase of turnover as compared with the

corresponding period of the previous year.
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Fashion Business — Taiwan Market

During the year, the retail business in Taiwan recorded a turnover of
HK$118,952,000, representing a 18.6% decrease over the corresponding period
of the previous year. This was primarily attributable to the unstable political
status in Taiwan which continuously weakened its consumption power and
confidence and aggravated the market environment. As at 31st March, 2007,
the Group had 60 outlets in Taiwan, similar to the number of the previous year.
During the period under review, Taiwan market accounted for 23.1% of the

Group’s total turnover in the fashion business.

Fashion Business — Singapore Market

During the year, the retail business in Singapore recorded a turnover of
HK$36,664,000, representing a 16.3% increase over the corresponding period of
the previous year. Since 2005, the results experienced a significant improvement
and maintained positive momentum. As at 31st March, 2007, the Group had 12

outlets in Singapore (2006: 11 outlets).

Fashion Business — China Market

Leveraging on rapid economic growth and strong consumption power in mainland
China, the Group started the development of the mainland China market by
way of franchise several years ago. The Group already established a foreign-
invested company in September 2006 and successfully obtained a wholly foreign-
owned business license
in the mainland China
which allows it to carry
out retail and wholesale
business in the territory
directly. The operation
mode has been changed
from franchise business
into the parallel
development of self-

operating and franchise

VEEKO INTERNATIONAL HOLDINGS LIMITED
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business. Most self-operating outlets opened in the last quarter of this financial
year. The first self-operating outlet opened in December 2006. As at 31st March,
2007, there were 75 outlets in the mainland China offering Veeko and Wanko
products, and the response received was promising. As at this year end, these

outlets have recorded profits and encouraging results.

Cosmetics Business

The Group formally launched its cosmetics retail chain business in October
2004 and established the Colourmix stores. As at 31st March, 2007, the Group
had 18 outlets (2006: 11 outlets), mainly in Hong Kong and Macau. During the
year, the Group’s cosmetics retail business recorded a turnover of
HK$127,774,000, representing an increase of 52.7% as compared with the
previous year, and the same-store sales increased by approximately 29.6% as
compared with the previous year. As at 31st March, 2007, the Group’s cosmetics
business recorded a loss of HK$8,647,000, representing a significant decrease of
50.7% as compared with the loss of HK$17,529,000 of the corresponding period
of the previous year. The improvement was largely attributable to the positive
response to the exclusive products directly imported from overseas. The sales of
the exclusive products accounted for approximately 43% of the total sales as at
31st March, 2007 while the percentage was 27.6% during the corresponding
period of the previous year, which brought along a significant growth of gross
profit margin. The gross profit margin of the cosmetics business was approximately
46.5% as at 31st March, 2007 while the percentage was 36.1% during the
corresponding
period of the

previous year.
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Fashion Business

As for its fashion business development, the Group will concentrate on the
growth of its existing outlets in Hong Kong and Macau by maintaining the
number of its outlets at the existing level in the coming year, continuously
purchasing high-quality fabrics directly from overseas, further improving product
quality and diversifying its product portfolios. These measures will help to
improve the Group’s turnover and profitability, as well as partly relieve the
pressure caused by rental increase. The effectiveness of such measures can be
reflected in the performance of the period between April and June 2007. The
total turnover of the comparable outlets in Hong Kong and Macau from April
to June 2007 recorded a remarkable increase of approximately 13.1% as compared
with the corresponding period of the previous year. The Group is still confident
about the business of the Taiwan market though it was affected by political
factors and the tightening of credit card limits by local banks. The Group’s
future outlets will comprise mainly of department stores to partly relieve the
pressure arising from rental increase of on-street shops. The Group will also
maintain the number of its outlets at the existing level, close some outlets with
high rental and unsatisfactory performance and enhance internal operation
management. [t is expected that these measures will contribute to the Group in
the future. The Singapore market has been continuously making profit
contribution to the Group. In the future, the Group will develop the Singapore

market in a prudent manner.

Due to the rapid economic growth and strong consumption power of the mainland
China, the Group believes in the promising prospects of the retail business in
the mainland China market. The first self-operating outlet opened in December
2006. As at 31st March, 2007, there were 75 outlets in China offering Veeko
and Wanko products. The response received was promising and the outlets have
recorded profits and encouraging results, encouraging the Group to facilitate

the development of the mainland China market in the future. As at the end of

VEEKO INTERNATIONAL HOLDINGS LIMITED
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June 2007, there were 95 outlets in the mainland China, covering key first-tier
cities such as Beijing, Shanghai, Chengdu, Guangzhou, Shenzhen, Zhuhai, and
also other regions such as Chongqing, Wuhan, Nanjing, Tianjin, Guiyang,
Lanzhou, Shenyang, Shunde, Tangshan, Xiamen, Quanzhou, Qingdao, Jiangmen,
Zhongshan, Yibin, Hefei, Baotou, Dongying, Haikou, Zhanjiang etc. The Group
is optimistic towards the growth trend, and plans to develop the China market
in fast pace and to establish more outlets. To satisfy the demand during the
expansion in the mainland China market in the future, the Group has established
three new plants during this year, which cover a total area of approximately
45,000 square meters. Based on the current operating situation, the Group
believes in the limitless potential of the China retail industry and is confident
about the market, which will become the Group’s key market for future

development.

Cosmetics Business

As for cosmetics business, the number of the outlets increased from 11 of the
previous year to 18 of this year, and the basic scale of outlet network has been
achieved. The cosmetics business recorded a significant growth in gross profit
margin from 36.1% of the previous year to 46.5% of this year and the sales of
comparable outlets also recorded an increase of 29.6% as compared with the
corresponding period of the previous year, which was attributable to the
outstanding response towards the exclusive brands continuously and directly
imported from foreign countries, such as skin care products, perfume and other
personal care products. As a result, the loss during this year has also experienced
a significant improvement, decreasing by approximately 50.7% as compared with
the corresponding period of the previous year and the operation performance
has gradually turned up. Up to now, the number of the brands of exclusive skin

care products and cosmetics products retailed by the Group has increased from

colourmix &
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13 of the previous year to 20, including A.H.C, CL IV, Coréana, ENTIA,
GATINEAU, GEO, Heélenere, AMA DORIS, ESTEREL, FRAIS MONDE,
INSETA, SWISSO LOGICAL, nokdu, which are mainly brands from France,
Switzerland, Italy and Korea. The Group will concentrate on enriching the
product series, increasing exclusive cosmetics products, training employees to
offer excellent and professional services and also continously expanding outlets
with high potentials. From April to June 2007, the gross profit margin increased
further to 48.5% from 43% of the corresponding period of the previous year, the
turnover of comparable outlets also recorded a single digit percentage increase
over the corresponding period of the previous year, and the outlets established
this year achieved satisfactory performance. The Group believes the cosmetics
business has promising prospects, and that, based on the present development
trend, it will contribute to the performance of the Group during the 2007/2008

financial year.

swissol  Coréana ENTIA NOK d U
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Liquidity & Financial Resources

The Group’s working capital decreased from HK$178,040,000 as at 31st March,
2006 to HK$142,624,000 for the year while its current ratio and quick ratio

were maintained at a healthy level of 3.15 and 1.15 times respectively.

As at the balance sheet date, the Group’s cash and bank balances amounted to
HK$26,429,000 (2006: HK$53,065,000) and the outstanding bank borrowings
and overdraft amounted to HK$21,099,000 (2006: Nil) whereas the total
borrowings was HK$21,099,000 (2006: HK$80,000). The increase in total

VEEKO INTERNATIONAL HOLDINGS LIMITED
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borrowings was mainly attributable to the acquisition by the Group of an
industrial building of approximately 31,355 square meters in Shantou at a
consideration of RMB27,091,000 during the year. Besides, the establishment of
a plant in Zhuhai and a plant in Macau, and the opening of self-operating shops
in the Mainland China also resulted in the increase in the total borrowings for
the year. As a result, the capital expenditure amounted to HK$44,274,000 for
the year, representing 156.5% increase comparing to HK$17,262,000 for the

last year.

As at the balance sheet date, the gearing ratio of the Group is 0.07 (2006:
0.0003) which is calculated based on the Group’s total borrowings of
HK$21,099,000 (2006: HK$80,000) and fund of
HK$298,776,000 (2006: HK$293,149,000).

the shareholders’

As at 31st March, 2007, the Group had banking facilities amounting to
HK$82,627,000 (2006: HK$108,200,000), of which HK$24,021,000 (2006:
HK$8,732,000) was utilised by the Group. The management believes that existing
financial resources will be sufficient to meet future expansion plans and, if
necessary, the Group will be able to obtain additional financing on favorable

terms.

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$67,098,000 (2006: HK$60,253,000).
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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 (2006: 3,567).
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, 23rd July, 2007

VEEKO INTERNATIONAL HOLDINGS LIMITED
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The directors present their annual report and the audited financial statements
for the year ended 31st March, 2007.

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, 2007 are set out in the

consolidated income statement on page 35 of the annual report.

An interim dividend of HK0.7 cent per share amounting to HK$11,639,000 was
paid to the shareholders during the year. The directors now recommend the
payment of a final dividend of HK1.0 cent per share to the shareholders whose
name appeared on the register of members on 31st August, 2007, amounting to
HK$16,720,000 at the date of this report, and the retention of the remaining
profit for the year.

Property, Plant and Equipment

During the year, the Group spent HK$44,274,000 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, 2007. The
revaluation resulted in a surplus of HK$2,130,000 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 16 to the financial statements.
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Investment Properties

Investment properties of the Group were revalued at 31st March, 2007. The
increase in fair value of HK$5,710,000 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 15 to the financial statements.

A summary of the investment properties of the Group is set out on page 86 of

the annual report.

Share Capital

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

set out in note 26 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 (2006: HK$53,135,000) and HK$18,601,000 (2006:
HK$20,457,000) respectively as at 31st March, 2007 provided that, after
distribution, the Company will be able to pay its debts as they fall due in the

ordinary course of business.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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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 Man, Johnny and Ms. Lam Yuk Sum retire at the forthcoming

annual general meeting and, being eligible, offer themselves for re-election.

Term of Office of Independent Non-executive Directors

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

of 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 50, 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 23
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 47, 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 20 years of experience in fashion design and garment industry.
She is the wife of Mr. Cheng Chung Man, Johnny.

Independent non-executive directors

Mr. CHENG Chung Hoo, aged 70, 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 15 years.

Mr. YANG Wei Tak, aged 77, 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 55, 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 14 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 38, 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.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Date of grant

SERZEA=HTAH
18th November, 2003

ZEEEE-ATAR
18th November, 2003

SRR -]
115t September, 2004

“EEREAR 0
115t September, 2004

ZREREANATAR
16th August, 2006

ZERAEAATRH
16th August, 2006

Vesting period

“FFZET-ATARE
eSS K iR
18th November, 2003
to 17th November, 2005

ZEEZET-ATARE
ZERLET-RTLH
18th November, 2003
to 17th November, 2007

“EEWENAZT-RE
ZEERERAZTA
1st September, 2004
to 20th September, 2006

“EEBEAACT-RE
“EENEAA A
21st September, 2004
to 20th September, 2008

ZEERENATARE
“EFNENATRA
16th August, 2006
to 15th August, 2008

“RRAEAR RS
%A
16th August, 2006
to 15th August, 2010

Share Option Scheme

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

29 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, 2007:

frfesim

Exercisable period

“EERET-ATARR
“FFLET-ATLN
18th November, 2005
to 17th November, 2007

ZERLET-ATARE
ZERNEA-A LR
18th November, 2007
to 17th November, 2009

REREAA NS
“EFNELHCTH
115t September, 2006
to 20th September, 2008

“EEMNEAAZE-HE
SR REAAZHH
15t September, 2008
to 20th September, 2010

ZEENEARTARE
S VT
16th August, 2008
to 15th August, 2010

ZE-REATARE
“E-CEARTEA
16th August, 2010
to 15th August, 2012

BRATGEE
Exercise
price

per share

0.1620% 1
HKS0.1620

016207 ¢
HK$0.1620

0.2550i 1©
HK$0.2550

025501 1t
HK$0.2550

0.2052i 10
HK$0.2052

020323 1t
HK$0.2052

REZERE REZFLE
WA-R  REER  REEN  REER ZAZ4-H
25t £ fi A WA
Balance Granted  Exercised  Cancelled  Outstanding

at during during during at
1.4.2006 the year the year the year  31.3.2007
11,800,000 - (1,000,000 (500,000) 10,300,000
17,500,000 - - (1,000,000) 16,500,000
2,000,000 - - - 1,000,000
2,000,000 - - - 2,000,000
- 3,600,000 - - 3,600,000

- 3,600,000 - - 3,600,000
33,300,000 7,200,000 (1,000,000)  (1,500,000) 38,000,000
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% B R G () Share Option Scheme (Continued)

AR B s R AT 2 I R A At the date of this report, the total number of shares to be issued upon exercise
TTHESE PRI ZRMEHRS of the outstanding options is 64,400,000, as adjusted for options, granted,
64,400,000 (Ei# & ~FELHE= exercised and cancelled subsequent to year ended 31st March, 2007 of 36,200,000,
AZ+—RILFEEES L - 470 9,300,000 and 500,000 respectively. The outstanding options represent
K & 8§ 2 36,200,000 ~ 9,300,000 % approximately 3.9% of the issued share capital of the Company at the date of
500,000/ B HEAE th 9 %) o d RATHHE 2 this report.

T JIE AR A A A i BB AR 28 W 3R AT

Je A #93.9% ©

AN T B FEFARNFENH 175 The closing price of the Company’s shares immediately before 16th August,
H (Bp#z & H W) i 2 Y i 8 £0.1953# 2006, the date of grant was HK$0.195.
JG ©

AN ) e Ay B O RO RE AT S H O The weighted average closing price of the Company’s share immediately before
ZNHEE U T 45 0.21H 5T - the dates on which the share options were exercised was HK$0.21.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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As at 31st March, 2007, the interests of the directors and their associates in the

shares, underlying shares and debentures of the Company and its associated

corporations (within the meaning of Part XV of the Securities and Futures

Ordinance (“SFO”)), as recorded in the register maintained by the Company

pursuant to Section 352 of the SFO, or as otherwise notified to the Company

and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant

to the Model Code for Securities Transactions by Directors of Listed Companies

(the “Model Code”) contained in the Rules Governing the Listing of Securities

on the Stock Exchange (the “Listing Rules”), were as follows:

AR E CBEAT
P 5 © 8 AT JBeAH 4y o
@R MHE Percentage of
Number of the issued
B4y issued ordinary share capital
ERELA Name of director Capacity shares held of the Company
LS. B Mr. Cheng Chung Man, Johnny SEEHE ] 994,044,180 59.78%
Held by trust (Kt 7%)
(Note)
MEHRL L Ms. Lam Yuk Sum R 994,044,180 59.78%
Held by trust (Kt 7%)
(Note)
B A A 124,194,000 7.47%
Beneficial owner
1,118,238,180 67.25%

BFRE © % %5 994,044,1808¢ # M Silver
Crown Profits Limited ([ Silver
Crown]) E#i #EH ° Silver Crown
B & 13 5 i1 A HE 15 5€] Cheng
Family Trust [ 2 8 2 25 A5 #5
o MR REM 2 5 N
$ SC SE A KR AR 1 R B
E °

Note:

These 994,044,180 shares are beneficially owned by Silver Crown Profits

Limited (“Silver Crown”). The shares in Silver Crown are in turn held by

the trustee of the ] Cheng Family Trust, a discretionary trust, the discretionary

objects of which include family members of Mr. Cheng Chung Man, Johnny
and Ms. Lam Yuk Sum.
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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, 2007, 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 scheme 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.

Appointment of Independent Non-executive Directors

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his independence pursuant to Rule 3.13 of
the Listing Rules. The Company considers all of the independent non-executive

directors are independent.

Connected Transactions and Directors’ Interests in Contracts

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

note 31 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

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Connected Transactions and Directors’ Interests in Contracts
(Continued)

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

transactions in accordance with the requirements of the Listing Rules.

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 31(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” at 31st March, 2007, 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.
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Major Customers and Suppliers

During the year, the aggregate purchases attributable to the Group’s five largest
suppliers accounted for approximately 32% of the Group’s total purchases for
the year and the purchases attributable to the Group’s largest supplier were
approximately 8% 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.

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 29 to the financial

statements.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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J 5 2 0 8 I Sufficiency of Public Float

AAFRRRE_FELFE=H =+ — The Company has maintained a sufficient public float throughout the year ended
HOEAF BN — B AR R 2 A RFER 31st March, 2007.
B .

A

AT R AEERE EiR2RFE A resolution will be submitted to the annual general meeting of the Company
%o LMETETER) o BB T & FHATAT  to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.
Ty AR S WA B -

K On behalf of the Board
B Cheng Chung Man, Johnny
I 68 S0 Chairman

" _EEXLHFLHT=H Hong Kong, 23rd July, 2007
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The board of directors (“Board”) of the Company is pleased to present this
Corporate Governance Report in the Group’s annual report for the year ended
31st March, 2007.

The manner in which the principles and code provisions in the Code on
Corporate Governance Practices (“CG Code”) contained in Appendix 14 of the
Rules Governing the Listing of Securities (“Listing Rules”) on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”) are applied and
implemented are explained in the following parts of this Corporate Governance

Report:

Corporate Governance Practices

The Company is committed to achieving high standards of corporate governance
to safeguard the interests of shareholders and to enhance corporate value and

accountability.

The Company has adopted various measures to ensure a high standard of
corporate governance is maintained and has put in place corporate governance
practices to meet the code provisions as set out in the CG Code that are
considered to be relevant to the Company. Throughout the year ended 31st
March, 2007, the Company has complied with the code provisions set out in
the CG Code, except for certain areas of non-compliance that are discussed

later in this Report.

The Company will review periodically and improve its corporate governance
practices to ensure that these continue to meet the requirements of the CG
Code.

Board of Directors

Responsibilities

The overall management of the Company’s business is vested in the Board,
which assumes the responsibility for leadership and control of the Company and
is collectively responsible for promoting the success of the Company by directing
and supervising its affairs. All directors should take decisions objectively in
good faith, in compliance with the standards of applicable laws and regulations,

and in the interests of the Company and its shareholders.

Every director shall ensure that he/she carries out his/her duty in good faith and
in compliance with the standards of applicable laws and regulations, and acts in

the interests of the Company and its shareholders at all times.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Board Composition

Membership of the Board is currently made up of five members in total, with

two executive directors and three independent non-executive directors.

The Company has met 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 list of all directors is set out under “Corporate Information” on page 2 of
this report. The independent non-executive directors are expressly identified in
all corporate communications pursuant to the Listing Rules. Save for Mr. Cheng
Chung Man, Johnny and Ms. Lam Yuk Sum who are husband and wife, all other

directors have no relationship with each other.

During the year ended 31st March, 2007, 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. On this basis, the Company considers all such directors to be

independent.

All directors, including independent non-executive directors, have brought a
wide spectrum of valuable business experience, knowledge and professionalism
to the Board for its efficient and effective functioning. Independent non-
executive directors are invited to serve on the Audit and Remuneration

Committees of the Company.

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 Chairman of the Board is Mr. Cheng Chung Man, Johnny, who provides
leadership for the Board and is also responsible for chairing the meetings and
managing the operations of the Board and ensuring that all major and appropriate
issues are discussed by the Board in a timely and constructive manner. The
Chief Executive Officer is Ms. Lam Yuk Sum (who is also the Managing Director),
who is responsible for running the Company’s businesses and implementing the

Group’s strategic plans and business goals.
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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.

Appointment and Re-election of Directors

Since the full Board 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 Company
does not intend to adopt the recommended best practices of the CG Code to
establish a nomination committee. 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.
The Board will take into consideration criteria such as expertise, experience,
integrity and commitment when considering the appointment of new directors.
No new director was appointed to fill a casual vacancy or as an addition to the
Board during the year ended 31st March, 2007.

Currently, all the independent non-executive directors of the Company are
appointed for specific terms ranging from one to two years. Pursuant to the
Company’s Articles of Association which were amended by a special resolution
at the annual general meeting held on 21st August, 2006 for the purpose of
compliance with the CG Code, all directors of the Company are subject to
retirement by rotation once every three years and any new director appointed to
fill a causal vacancy shall submit himself for re-election by shareholders at the
first general meeting after appointment. Accordingly, Mr. Cheng Chung Man,
Johnny and Ms. Lam Yuk Sum shall retire by rotation and being eligible, offer
themselves for re-election at the forthcoming 2007 annual general meeting
pursuant to Article 108. Biographical details of Mr. Cheng and Ms. Lam are
contained in the Company’s circular dated 31st July, 2007.

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

at the forthcoming 2007 annual general meeting of the Company.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Training for Directors

The directors are continually updated with legal and regulatory developments,
and the business and market changes to facilitate the discharge of their
responsibilities. Continuing briefings and professional development to directors

will be arranged whenever necessary.

Board Meetings

Board Practices and Conduct of Meetings

Annual meeting schedules and draft agenda of each meeting are normally made

available to directors in advance.

Notices of regular Board meetings are served to all directors at least forteen days
before the meetings. For other Board and committee meetings, reasonable notice

is generally given.

Board papers together with all appropriate, complete and reliable information
are 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
delays on the finalization of the financial statements, board papers were sent to
the audit committee members less than 3 days before the meetings for approving
interim results and final results. The Board and each director also have separate

and independent access to the senior management whenever necessary.

The Company Secretary is responsible to keep minutes of all Board meetings
and committee meetings. Despite draft minutes are not circulated to all directors

for comment, the final versions are open for directors’ inspection.

The Company’s Articles of Association contains provisions requiring directors
to abstain from voting and not to be counted in the quorum at meetings for
approving transactions in which such directors or any of their associates have a

material interest.
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WEREEEZLFZH =+ —HIEF During the year ended 31st March, 2007, the Board had four regular meetings
FEMIM > ERFGRTMRE MR GH L  and held additional meetings as and when required for reviewing and approving
A6 BT IR SR AT BOR B AN R LA the financial and operating performance, and considering and approving the
RAHCHE A M ST R BL > W% 8 &M overall strategies and policies of the Company.

THEA 2y ) B 18 ORI S O o

P E _EFZLZLFE=H =1+ —HIEE The Company held a total of seven Board meetings for the year ended 31st
B AANF BT ERERETETE - March, 2007. Attendance of the Board meetings, Remuneration Committee
HEGGHR - HNEETERLEE meetings and Audit Committee meetings is as follows:-

ZEGFRZLELEEINMT -
MR/ G EBAT KB
Attendance / Number of Meetings
HMzE e H®EREH
#HHE Remuneration Audit
HHERA Members of the Board Board Committee Committee
17 Executive Directors 17 2/2 N
B 43 S Cheng Chung Man, Johnny N/A
(LEFH 2 A &k 8) (Chairman and member
of Remuneration Committee)
M E Lam Yuk Sum 117 2/2 A9
(3 AP (Managing Director, N/A
17 B A3 e 5 2 5 & i &) Chief Executive Officer
and member of Remuneration
Committee)
B 5% I #h 17 #H Independent Non-Executive Directors
AP 3 Cheng Chung Hoo 2/1 1/2 2/2
(HHZE e RN A& ) (Chairman of Audit Committee
and Remuneration Committee)
B B Yang Wei Tak 1/7 12 12

(HFEZEA e RITMZE S &ka) (member of Audit Committee
and Remuneration Committee)
i ik A Yeung Wing Kay 2/7 2/2 2/2
(HHZE e RN ZE A e M E) (member of Audit Committee

and Remuneration Committee)

VEEKO INTERNATIONAL HOLDINGS LIMITED




orporate Governance Report [EXEE /WS

HETT i 77 22 5 2 B e S I

A% ) E PR AR b TR SRR Bk 10 i 2
b B AT N SO AT R R A 5 i AR
SER(TERMESERID) o RCAF th Ak A
%o BREHRMERNBE_FTLTLFE=
J = 1k AR 4 R 3 8 S AR YE ST
LU

SERGRSCER ALS 41 B E - 2 g B
] HE B A AR A F R 2 B BCAE URCE R
< A B B R R AR 4 R A R ) E W
Bl (ME BEmAESD > BABRES
Z AR A AR HE P R TLRR o A2 7
AR PR AR B B WS > MO
BEE TR A B %P -

o 55 6 R 1T o 42

A w3 AR B A T e RE Y DR A G R
W > T E g [ AT R SR
TEAE M  EEEREEAL
A A EREEZIORRE > Hh i
K2 B T A O EOE - R R
Te T~ A B4 R L B A R R A
KA by L F 2 T RE W I A 4 iy 28
#H) o MR R R HAMER
W 5 Bl RO

0 Y W] A T % IR M IRCTS T A
AR B R DA B AR A R B 2 R K
e s - it PR 8K 3 ok R AR T DL &
Jiv A5 TR Rk B o A 1 DL
T o A g BT ] 4R R
%> moRBIEEE R B b A
NERYE

AN T 2 HEE R AT R R
TIHBERERBERAER - @iz
Wk Re B TARAEB 4 E W7 LAl « b
At N B RT SLAR AT K AL Sy i G
LLEEN ok

EFFCMIMMER S > BHME
BEeREEERE  UERALNFR
ENHLEY - ARFIAERER
¥ DA A S R o A BRI
i [ T AL R B SR A B o

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. Following a specific enquiry, each of the director confirmed that
he/she complied with the Model Code throughout the year ended 31st March,
2007.

Code provision A.5.4 stipulates that the Board should establish written guidelines
on no less exacting terms than the Model Code (the “Employees Written
Guidelines”) for relevant employees who are likely to be in possession of
unpublished price-sensitive information of the Company in respect of their
dealings in the securities of the Company. The Company at present has not yet
adopted the Employees Written Guidelines but arrangements are being

undertaken in this respect.

Delegation by the Board

There are no written terms adopted by the Company on the division of functions
reserved to the Board and delegated to the management. The Board reserves for
its decisions on all major matters of the Company, including the approval and
monitoring of all policy matters, overall strategies and budgets, internal control
and risk management systems, material transactions (in particular those may
involve conflict of interests), financial information, appointment of directors

and other significant financial and operational matters.

All directors have full and timely access to all relevant information as well as
the advice and services of the Company Secretary, 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.

The day-to-day management, administration and operation of the Company are
delegated to the Chief Executive Officer and the senior management. The
delegated functions and work tasks are periodically reviewed. Approval has to
be obtained from the Board prior to any significant transactions entered into by

the abovementioned officers.

The Board has established two committees, namely, the Remuneration Committee
and Audit Committee, for overseeing particular aspects of the Company’s affairs.
All Board committees of the Company are established with defined written

terms of reference which are available to shareholders upon request.
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Remuneration Committee

The Company has established a formal and transparent procedure for formulating
policies on remuneration of the senior management of the Group. Under the
terms of reference of the Remuneration Committee, the Remuneration
Committee should make recommendation to the Board on the policy and it has
the delegated responsibilities to determine the specific remuneration package of

the executive directors and the senior management.

The primary functions 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 has defined written terms of reference which are
in line with the CG Code. The members of the Remuneration Committee

comprises all directors of the Company.

The Remuneration Committee has reviewed the remuneration policy and
structure of the Company, and the remuneration packages of the executive

directors and the senior management for the year under review.

The Remuneration Committee held two meetings during the year ended 31st
March, 2007 and the attendance records are set out under “Directors’ Attendance

Records” on page 28 of this report.

Audit Committee

The Audit Committee comprises all the three independent non-executive
directors, one of whom possesses the appropriate professional qualifications or
accounting or related financial management expertise. Mr. Cheng Chung Hoo
is the chairman of the Committee. None of the committee members is a former
partner of the Company’s external auditors. It is responsible to review the
relationship with the external auditors by reference to the work performed by
the auditors, their fees and terms of engagement, and make recommendation to
the Board on the appointment, re-appointment and removal of external auditors,
the Company’s financial information and oversight of the Company’s financial
reporting system and internal control and risk management procedures. It is
also responsible for reviewing the interim and final results of the Company prior

to recommending them to the Board for approval.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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During the year under review, the Audit Committee met twice to review the
Company’s interim and annual financial results and reports, financial reporting

and compliance procedures.

The attendance of individual members at the Audit Committee meetings is set

out under “Directors’ Attendance Records” on page 28 of this report.

Directors’ Resposibilities for Financial Reporting

The directors acknowledge their responsibility for preparing the financial

statements of the Company for the year ended 31st March, 2007.

The directors are responsible for overseeing the preparation of financial
statements of the Company with a view to ensuring that such financial statements
give a true and fair view of the state of affairs of the Company and that relevant

statutory requirements and applicable accounting standards are complied with.

The Board received from the senior management the management accounts,
explanation and relevant information which enable the Board to make an

informed assessment for approving the financial statements.

The statement by the auditors of the Company regarding their reporting
responsibilities on the financial statements of the Company is contained in the

“Independent Auditor’s Report” on pages 33 to 34 of this report.

Auditors’ Remuneration

The remuneration charged by the Company’s auditors, Messrs. Deloitte Touche
Tohmatsu, during the year ended 31st March, 2007 is set out below:-

[SYEP IO R-=¢)i]

Category of Services Fee Paid/Payable

(T ¥ T)

(HK$°000)

Audit Service 1,443
Non-audit Services

— tax services 324

— other professional services 161

TOTAL 1,928




orporate Governance Report EEEBHRS

P ¥ B

EE G AR W 2 TR
B DRERCREE KA RN EE
AW AE % B g 2SR T B
ABRBAM - WHE_FFELFE=N
=t —HIEFEE > EFEERCmEAF
A T R A AR 2 R A B A
WA 2 - B BRI
B M -

B S RE A B 8% 2 4 B 7

i DR S Je R 2 W 4 S A - AR O RS
e SRR Lt A JE K SR 4R 2 oL
PR @R E S

AN FIARAE > B 2 A S
5 BE A BAR R 1 E AR R EH
RBLRMZ THREREZE - AKX
IR W 2 R EORHE B AL AN B IR A B
Fe 2 WEAE > BUEA D BOR AL E
R B i 2 BB RGE o

R EOD R AN R 2 HIA
D SARE 3 § R & NS N
B LIRS A A B T
ZHHE .

Internal Controls

The Board is responsible for maintaining an adequate internal control system to
safeguard shareholder investments and Company assets and with the support of
the Audit Committee, reviewing the effectiveness of such system on an annual
basis. The Board has conducted a review of the effectiveness of the internal
control system of the Group for the year ended 31st March, 2007. Such review
covered the financial, operational, compliance and risk management aspects of
the Group.

Shareholder Rights and Investor Relations

o safeguar e shareholders’ interests and rights, separate resolutions are
To safeguard the shareholders’ interest d right parat lut
proposed at shareholders’ meetings on each substantial issue, including the

election of individual directors.

The Company believes that effective communication with shareholders is
essential for enhancing investor relations and investors’ understanding of the
Company’s business performance and strategies. The Company also recognises
the importance of transparency and timely disclosure of corporate information

which enables shareholders and investors to make the best investment decision.

The Board welcomes the views of the shareholders on matters affecting the
Company and encourages them to attend shareholders’ meetings to communicate

any concerns they may have with the Board directly.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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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 (collectively referred to
as the “Group”) set out on pages 35 to 86, which comprise the consolidated
balance sheet as at 31st March, 2007, and the consolidated income statement,
the consolidated statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant accounting

policies and other explanatory notes.

Directors’ Responsibility for the Consolidated Financial Statements

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

are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit 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. We conducted our
audit in accordance with Hong Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the consolidated financial statements are

free from material misstatement.
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VEEKO INTERNATIONAL

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

presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate

to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view
of the state of affairs of the Group as at 31st March, 2007 and of the Group’s
profit and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in accordance

with the disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 23rd July, 2007

HOLDINGS LIMITED
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Notes

Turnover 7

Cost of sales

Gross profit

Selling and distribution costs
Administrative expenses
Other income

Increase in fair values

of investment properties

Finance costs 8
Profit before taxation 9
Taxation 10

Profit for the year

Dividends paid 13
Earnings per share 14
Basic
Diluted

Wanko

2007 2006

T on Tt
HK$’000 HK$°000
642,287 581,315
(237,219) (211,581)
405,068 369,734
(278,779) (261,008)
(98,135) (86,476)
7,649 12,438
5,710 23,350
(651) (111)
40,862 57,927
(3,901) (8,437)
36,961 49,490
29,929 34,822
WAl 51l

HK2.223 cents

HK2.986 cents

Al
HK2.218 cents

5 )
HK2.961 cents
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onsolidated Balance Sheet i &8 E8 B X

At 31st March, 2007

—EZEtLtH=A=+—H

‘ 2007 2006
Bif 5t T#T T T
Notes HK$’000 HK$°000
ES @j O Non-current Assets
@ g7/E 3 ) Investment properties 15 52,260 46,550
P W KA Property, plant and equipment 16 69,785 41,577
TE A AH 5 5KOA Prepaid lease payments 17 9,154 3,596
fﬂﬁ?ﬁﬁ‘ Rental deposits 25,100 25,921
I SiE B IH G Deferred tax assets 18 5,046 1,411
161,345 119,055
i B & Current Assets
e Inventories 19 132,636 121,521
JE Wi ' 5 R TR e Al 1 iz kR Trade and other receivables 20 30,295 59,424
TA A L & K Prepaid lease payments 17 242 89
FH 4 oK & ¥ 4 Rental and utility deposits 17,815 12,586
aJ i [a] Zﬁlﬁ Tax recoverable 1,573 2,639
1 HE A ER 47 47 3K Pledged bank deposits 21 1,000 1,000
SRATEEAT M B 4 Bank balances and cash 22 25,429 52,065
208,990 249,324
it B A Current Liabilities
JE A B8 5 ik TE e Al AT Trade and other payables 23 39,567 69,339
A AT ERAT Bank borrowings — secured 25 20,693 =
A KA SR AT % X Bank overdrafts — secured 22 406 -
il L R A Obligations under finance leases
— — 4N E — due within one year - 80
JE A5 Bl TH Tax payable 24 5,700 1,865
66,366 71,284
B & E HE Net Current Assets 142,624 178,040
303,969 297,095
AR T fits Capital and Reserves
Je A Share capital 26 16,627 16,617
fiti 6 Reserves 282,149 276,532
298,776 293,149
E =W Non-current Liability
% SiE B TH A 1R Deferred tax liabilities 18 5,193 3,946
303,969 297,095
HHEEOR ZFEXLFEELH 1=  The financial statements on pages 35 to 86 were approved and authorised for

H v e 32 HEBE 55 35 8 86 E I B issue by the Board of Directors on 23rd July, 2007 and are signed on its behalf
Bk » Wh T ANLARRESE by:

E3 Cheng Chung Man, Johnny
W 6 S0 Chairman

= Lam Yuk Sum

W E 7R Director

VEEKO INTERNATIONAL HOLDINGS LIMITED




onsolidated Statement of Changes in Equity #5 & & i & &) 7

For the year ended 31st March, 2007 BE—_ZZtE=-A=1t—HLEE
Ed
gk wREEE
Tk Bt Property L Bl $e I G Share WA
Share Share revaluation ~ Translation Special options Retained
capital premium reserve reserve reserve reserve profits Total

T T TEL TEL T T T T
HKS 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

REFREEMA-R  Aclste Apil, 2005 16,560 8611 - (1,8460) 1266 1461 15191 279,003
REEHRHS Surplus on revaluation of buildings - - 864 - - - - 864
BFEfELL Deferred tax liability arising on

BHHEARK revaluation of buildings - - (151) - - - - (151)
HERINEL L Exchange differences on translation of

EizE foreign operations - - - (3,28) - - - (3,28)
E%f’{\ EhfaL Net income and expense recognised

FRARER directly in equity - - ¥ (3,228) - - - (1515)
KERRR Profitfor the year - - - - - - 9,490 9490
REERAMIAR  Total recognised income and expense

ERgE for the year - - 113 (3,028) - - 49,490 46,975

ﬁﬁzﬂﬂﬁ A& ﬁ ZUMf Recognition of equity-settled share based
RER A payments - = = = - 1,070 - 1,070
TTHEBRER 2 Shares issued upon exercise of share options

& 51 866 - - - - - K]

THHERBRETERER  Toansfer of reserve upon exercise of
share options - 456 - - - (456) - =

EffE Dividends paid - - - - - - (34822) (34822)
It Sub-total 51 132 - - - 014 (34.822) (32,829)
BZEREZH At st March, 2006 and Ist April, 2006

=t-Ak

ZREAENA-H 16,617 9,933 113 (5,074) 2,266 2,075 266,619 293,149
e Surplus on revaluation of buildings - - 1,130 - - - - 2130
BEEfELZ Deferred tax liability arising on

BIEHER R revaluation of buildings - - (373) - - - = (373)
WAL Exchange differences on translation of

EiZH foreign operations = = - (3,842) = = = (3,842)
Eﬁﬁf\\ B Net income and expense recognised

alions {i directly in equity - - 1157 (3,642) - - - (2,085)
RER T Profit for the year - - - - - - 36,961 36,961
REERAMA Total recognised income and expense

RERAE for the year = = 1757 (3,842) = = 36,961 34,876

ﬁﬁzﬂﬂﬁ A% ﬁ LU Recognition of equity-settled share based
BERZER payments - - - - - 518 - 518
TTHEIEREM 2 Shares issued upon exercise of share options

iy 10 152 - - - - - 161
BRI ERER  Toansfer of reserve upon exercise of
share options = 80 = = = (80) = =
EffRE Dividends paid = = = = = = (29.929) (29,929)
It Sub-total 10 13 - - - 48 (29,929) (29,249)
R-ZFLEZ]
Z1=F At 315t March, 2007 16,627 10,165 1410 (8916) 1,266 1513 173,631 198,776
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onsolidated Statement of Changes in Equity #x & & #n & &) 7=

For the year ended 31st March, 2007 BE-_ZT+tH5=A=+t—HLEE
£ [ (9 45 1L Aot 4 T 46 The special reserve of the Group represents:
(a) MR —JLLILFEEEEA (a) the difference between the nominal value of share capital of Veeko Holdings
Veeko Holdings Limited #) i 4% Limited and the nominal value of the share capital issued by the Company
T {H B A > ) #5474 2y i T AR as consideration for the acquisition, arisen from a group reorganisation in
BB A T (E 1) 258 5 K 1999; and

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

o AH AT K A R 5% the subsidiaries when they were acquired by Veeko Holdings Limited prior
(o AN ) g N T T to the group reorganisation and the nominal value of the share capital
Veeko Holdings Limited % 17 {E issued by Veeko Holdings Limited as consideration for the acquisition.

S W B A A ) R AR T AE Y 22

ZH o

VEEKO INTERNATIONAL HOLDINGS LIMITED




onsolidated Cash Flow Statement 4G5 IR & R E &

For the year ended 31st March, 2007 BE—_ZZtE=-A=1t—HLEE
2007 2006
L Tt
HK$’000 HK$°000
BEXH OPERATING ACTIVITIES
Bk B Al i A Profit before taxation 40,862 57,927
3T 53R B E 6 Adjustments for:
FE A Interest income (348) (505)
BEYENTEE LT Increase in fair value of investment properties (5,710) (23,350)
T A A B O 8 6 Amortisation of prepaid lease payments 89 89
& A Finance costs 651 111
HEEE - BE Rk Loss on disposal of property, plant and equipment 950 135
Eik Depreciation 17,392 16,253
DA A S B 2 A5 A5 B S Share-based payment expenses 518 1,070
BEESHEN BEETHENE Operating cash flows before movements
in working capital 54,404 51,730
7 &5 Increase in inventories (9,569) (37,029)
JEWE 5 2 I8 J HA MW BB D (88 1) Decrease (increase) in trade and other receivables 32,009 (30,821)
4 KoK 7 4 42 5 Increase in rental and utility deposits (4,408) (1,003)
JE 5 2 5 2 VR T F A JE 5 2K0BL (WD) 380 (Decrease) increase in trade and other payables (38,249) 26,591
MEERIEEZASE Cash generated from operations 34,187 9,468
BRI (E ) &V BL Hong Kong Profits Tax refunded (paid) 491 (3,458)
EL A AP B JE Overseas tax paid (2,276) (3,868)
RATEEME A H B Interest paid on bank borrowings (649) (98)
BEHERENE AR Interest paid on obligations under finance leases (2) (13)
AR EEHNB & HH NET CASH FROM OPERATING ACTIVITIES 31,751 2,031
BREXH INVESTING ACTIVITIES
MEEE - BRFE L Purchase of property, plant and equipment (44,274) (17,262)
T A5 AL B 0 B4 Increase in prepaid lease payments (5,800) =
B B A Interest received 348 505
HEREE - RE KSR Proceeds from disposal of property,
plant and equipment 1 1
B A 2 A R Proceeds from disposal of investment properties - 6,700
TR 2 84T 7 3 D Decrease in pledged bank deposits - 389
JIR B & R B & B NET CASH USED IN INVESTING ACTIVITIES (49,725) (9,667)
il 3 FINANCING ACTIVITIES
B A1 B Dividends paid (29,929) (34,822)
RIS & Repayment of bank borrowings (25,868) (9,041)
2 T L B R M 1 3 0R Repayment of obligations under finance leases (81) (199)
B R AT R New bank borrowings raised 46,561 9,041
AT IR A BT 15 3R Proceeds from issues of shares 162 923
JE I 1l 8 5 B B Y NET CASH USED IN FINANCING ACTIVITIES (9,155) (34,098)
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onsolidated Cash Flow Statement o BR T mMmE &

For the year ended 31st March, 2007 BE-_ZZTtHF=A=+—HILEE
2007 2006
T T
HK$’000 HK$’000
W& R4S EEE WA FHE NET DECREASE IN CASH AND CASH
EQUIVALENTS (27,129) (41,734)
ERWMBERBEFHER CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR 52,065 94,186
AN T R4 0 2 5 EFFECT OF FOREIGN EXCHANGE RATE
CHANGES 87 (387)
FEROBERAEEMHEAR CASH AND CASH EQUIVALENTS AT END
OF THE YEAR 25,023 52,065
e Representing by:
WITEL RS Bank balances and cash 25,429 52,065
WITE XL Bank overdrafts (406) =
25,023 52,065

VEEKO INTERNATIONAL HOLDINGS LIMITED




otes to the Financial Statements B4 35 3R 3= My

"

For the year ended 31st March, 2007
1. —BEe

AN E) 7 BH S R I o A RS 4 T
HIRATE - H A 7E & W k& 22 5 B
AR E ([HBE2E ) Bl o 3 5 3%
By o HAEOS A B B 845 e 24 W) 7% Silver
Crown Profits Limited > #% 2\ &) /4 it %€
JB % L B S kA RSE I A ] o AN ]
2 E A R R T A S b A A R
AR R 3

S B i R LA AR 8 B 2 T RE R DT A
H -

KAT S —FREEBER AR > HE®
Wi JB 2> W) 2 3 S WO B R34

JE 0 T B A8 T 2 A

45 1 05l o Y T (T
SV 5 it o R 1 )

TAAAEJE > ASE [ UCHE T b A s
w2 R R A 2 22 TER R - BT
Feie B ([ 7 o A 5 s B R D) > %
SRR _FEFRFEL_A—H > =
FEANF-H—HE FRANFE=EN
— H R B % B i 2 g R AR A o
PR A7 A s B A Y B ) B
B A B AR B S AR R B AR UL 2
il K 2 31 J5 Ao B R B - W
T3 ZE sl 388 A 300 A0 o A 2 e

Veeko

Wanko

BE_ZZtHE=A=1+—HILEE
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 this 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 New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”)

In the current year, the Group has applied, for the first time, a number of new
standard, amendments and interpretations (“new HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants, which are either effective for
accounting periods beginning on or after 1st December, 2005, Ist January, 2006
or 1st March, 2006. The adoption of the new HKFRSs had no material effect on
how the results and financial position for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior period adjustment has

been required.
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otes to the Financial Statements B4 35 ¥ & B 5

For the year ended 31st March, 2007
i AR T 2 BT 6t
Il gE 51 2 5

7 42 1 M 4 2 B BT T 8 A 4 R
R HRTHER ~ BT ER R o AR
TR R T L A R A BT B
PR & S A 4R ) 2 28 50 1 A IR DL 3
BMEREE -

HKAS 1 (Amendment)

Tk g U RIS 198 (B RT A

HKAS 23 (Revised)

F s & UE RIS 2358 (RAERT)

HKFRS 7

A B 5 S A Y 5 75

HKFRS 8

vk B R e R 5 85

HK(IFRIC) — INT 8

T (BEBEMHERERBERE®)
— e BEEE 8

HK(IFRIC) - INT 9

T (BB ERE2EEE®)
— R B OBk

HK(IFRIC) — INT 10

FE (R m e fREEa )
— e FEER 1098

HK(IFRIC) — INT 11

T (BEBEMHERERBEEE®)
— e REAE 119E

HK(IFRIC) — INT 12

s (B ss  f ae B B )
— R 129%

VSRR RE A H R PR 2 4R
FEHERL -

o ZERTRE—H— BRI 2
JBE A2 3 o

3 TRBNFETHA — H LR B R 2 4
BEAERL -

i ZERRNEANA — LR B R 2 AR
FEHERL -

S SEFEANEF A - HBRURREZ
EREAR o

¢ Z“ERTBEFE=EH— HELR MG ZFE
BEAERL -

T SRR )NFE— A — BRI R 2 AR
BEHERL -

BE-_ZE+LtHE=ZH=+—HLEEE

3.  Potential Impact Arising on the New Accounting Standard
Not Yet Effective

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

position of the Group.

Capital Disclosures!

BRI

Borrowing Costs®

b B A2

Financial Instruments: Disclosures!
&R T HE - B!

Operating Segments?

g4y

Scope of HKFRS 2°

7 vk BB i e R B 298 2 8 D

Reassessment of Embedded Derivatives*

A B A < A7 A TR

Interim Financial Reporting and Impairment®

H O B R R (D

HKFRS 2 — Group and Treasury Share Transactions®
v B i e B BR 2 5% — 52 B R A R 4 38 5

Service Concession Arrangements’

i 755 &8 e A fo w7

Effective for annual periods beginning on or after Ist January, 2007.
Effective for annual periods beginning on or after Ist January, 2009.
Effective for annual periods beginning on or after 1st May, 2006.

*  Effective for annual periods beginning on or after Ist June, 2006.
Effective for annual periods beginning on or after 1st November, 2006.
Effective for annual periods beginning on or after Ist March, 2007.

Effective for annual periods beginning on or after Ist January, 2008.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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For the year ended 31st March, 2007
4.  FEEFGBUR

W T ¥ &k AR E R RSN (5
REECR TS A B R T 1% R
SR AR A o
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GURTETE SR P g R o &R
gt 58 T 7 o5 i 0 % 2 D Ak 49 P AR
TE L 78 T o

fi M H o2 35
o B S 9 2 L9 A ) A R
P 23 ) (CRLB B 4 7)) 2 BB 4
fiti e 2 7 A MR B — KA 2 B
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25 o B BT W
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e A H K

A wE > WE AR 2 BB SR T
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HA s B A A o
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IR & e H RF RS o

e fife 2

M A 45 B o R 22 2 (T
B R H BB 5
AT AT R R 2

B b 2 8 B AR A B
% T LRS-

RS BT A HE

A s A R 2 IS WA T A R[] 2
WEH > W2 FHMBA ST IEMZ
TR = (R 22 2 51 % T 4 il 8 A
AW T RE 2R AR B A BT R 2 % A
EEZREFMEZEE) -
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BE-_ZE+tHE=ZH=+—HLEEE

4.  Significant Accounting Policies

The consolidated financial statements have been prepared on the historical cost
basis except for certain properties which are measured at revalued amounts as

explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance with
HKFRS: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 Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of
the Company and entities controlled by the Company (its subsidiaries). Control
is achieved where the Company has the power to govern the financial and

operating policies of an entity so as to obtain benefits from its activities.

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
and represents amounts receivable for goods sold in normal course of business,

net of discounts, returns and allowances.

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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For the year ended 31st March, 2007

4.  FEHEEFBOR (A7)

AP %

T UCHE R 4V 3 Y 4 R A
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AR BT R A T AR
fE o 4 8 0 3 00 (8 (8 50 Y F 2 2
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xE o

BB ER R AR S
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4.  Significant Accounting Policies (Continued)

Investment properties

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

consolidated 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 consolidated 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 consolidated 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 consolidated 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.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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For the year ended 31st March, 2007

4.  FEHEEFBOR (A7)
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4.  Significant Accounting Policies (Continued)

Property, plant and equipment (Continued)

Construction in progress represents property, plant and equipment in the course
of construction for production or for its own use purposes. Construction in
progress is carried at cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation of these assets, on the
same basis as other property assets, commences when the assets are ready for
their intended use.

Depreciation is provided to write off the cost or fair value of items of property,
plant and equipment over their estimated useful lives and after taking into
account of their estimated residual value, 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 consolidated 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. An 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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For the year ended 31st March, 2007

4.  FEHEEFBOR (A7)
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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 consolidated 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 consolidated 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.

VEEKO INTERNATIONAL HOLDINGS LIMITED




otes to the Financial Statements &4 35 3% & MY

2
.

E;_I;

For the year ended 31st March, 2007

4.  FEHEEFBOR (A7)
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4.  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

The Group’s financial assets are classified as loans and receivables. The

accounting policies adopted in respect of the financial assets are set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans and receivables (utility
deposits, trade and other receivables, bank deposits and bank balances) 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.
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4.  Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial liabilities
Financial liabilities of the Group including trade and other payables, obligation
under finance leases, bank borrowings and bank overdrafts are subsequently

measured at amortised cost, using the effective interest method.

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

net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the
assets expire or, the financial assets are transferred and the Group has transferred
substantially all the risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised directly in equity is recognised

in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant
contract is discharged, cancelled or expires. The difference between the carrying
amount of the financial liability derecognised and the consideration paid and

payable is recognised in profit or loss.

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 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.
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4.  Significant Accounting Policies (Continued)

Foreign currencies (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 consolidated 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 the initial recognition of
other assets and liabilities in a transaction that affects neither the taxable profit

nor the accounting profit.

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.
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Significant Accounting Policies (Continued)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset is realised. Deferred tax is charged
or credited 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.

Borrowing costs

All borrowing costs are recognised as and included in finance costs in the

consolidated income statement in the period in which they are incurred.

Retirement benefits scheme contributions

Payments to the state-managed retirement benefit schemes and the Mandatory
Provident Fund Scheme are charged as an expense when employees have rendered

service entitling them to the contributions.

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 recognised as an expense over the

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

At each balance sheet date, the Group revises its estimates of the number of
options that are expected to ultimately vest. The impact of the revision of the
estimates, if any, is recognised in profit or loss, with a corresponding adjustment

to share options 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 profits.
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5. Key Sources of Estimation Uncertainty

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

next financial year, are discussed below.

Deferred taxes

As at 31st March, 2007, a deferred tax asset of HK$1,908,000 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$47,247,000 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

consolidated income statement in future.

6. Financial Instruments

6a. 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 of the Group are denominated and settled in
foreign currencies. Details are disclosed in note 23. 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.
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6. Financial Instruments (Continued)

6a.

Financial risk management objectives and policies
(Continued)
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, 2007
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. The Group has no significant concentration
of credit risk on its trade receivables, with exposure spread over a number

of counterparties and customers.

The credit risk on liquid funds is limited because the counterparties are
banks with high credit ratings assigned by international credit rating

agencies.

Interest rate risk

The Group’s cash flow interest rate risk relates to variable-rate bank
borrowings and bank overdrafts. The interest rate and the terms of
repayment of bank borrowings and bank overdrafts of the Group are
disclosed in notes 25 and 22, respectively. 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 21 and 22, 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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6. EWITH (44) 6. Financial Instruments (Continued)

6b. 2 FEEME 6b. Fair value
SREERERMABZ ATE The fair value of financial assets and financial liabilities are determined
{32 AR 95 B 31 30 4 i B 0 A in accordance with generally accepted pricing models based on discounted
R 4 2 8 B A B B E o cash flow analysis.
B N AR B K The directors consider that the fair values of financial assets and financial
SRR AN BE 2 &R E B N 4Rl liabilities recorded at amortised cost in the consolidated financial
B & 2 B (R BN P {E (E A statements approximate their corresponding carrying amounts.
F oo
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7. WO 7. Business and Geographical Segments
e3P Business segments
AT B AT S > AEMLIKE  The Group operates and manages the business segments as a strategic
AR FTE K88 KB B EH 0 - organisational unit for internal financial reporting purposes and determined

S P e PSR FE W 2 SES 4 BEAE £ that business segments by products are its primary reporting segments. As a
T A - B AEMZ¥EH  result, the Group’s operations was organised into two reporting segments
oy B W R R R B R B comprising manufacture and sale of ladies fashion and sale of cosmetics. Segment
7R L B AL i o %55 3EH information about these businesses is presented below:

ZOBEREIWMT
“RELE 2007
WA ik INCOME STATEMENT
iy 25 ALtk & EiiF] o aey
Fashion Cosmetics Eliminations Consolidated
T T# 0 T# 0 Tt
HK$’000 HK$’000 HK$’000 HK$’000
B TURNOVER
B oy & Sales of goods 514,513 127,774 — 642,287
B 2 B Inter-segment sales 92 132 (224) -
514,605 127,906 (224) 642,287
o3 2 8 B T Inter-segment sales are charged at prevailing market rates.
BT GBS FHA -
il e SEGMENT RESULT 44,071 (8,647) 35,424
PG WA Unallocated corporate income 11,090
P W/ K- 82 Unallocated corporate expenses (5,001)
Bl R AR Finance costs (651)
% i HI Y ] Profit before taxation 40,862
i T Taxation (3,901)
A AT Ji Y ) Profit for the year 36,961
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7. Business and Geographical Segments (Continued)

Business segments (Continued)

BALANCE SHEET

ASSETS
Segment assets

Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION
Capital expenditure
Depreciation

Loss on disposal of property,

plant and equipment

IR 4%

Fashion

Fix
HK$’000

203,243

33,565

38,913
12,608

479

ALt bt

Cosmetics

Fix
HK$’000

65,355

4,684

5,361
4,784

471

colourmix &

A
Consolidated

T#T
HK$°000

268,598
101,737

370,335
38,249
33,310
71,559

44,274
17,392

950
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Business segments (Continued)

2006
INCOME STATEMENT

7. Business and Geographical Segments (Continued)

iy 2 bt &b K 8 ARG
Fashion Cosmetics Eliminations Consolidated
T o Tt Tt T ¥ 0
HK$°000 HK$’000 HK$’000 HK$°000
TURNOVER
Sales of goods 497,665 83,650 - 581,315
Inter-segment sales 138 2,152 (2,290) =
497,803 85,802 (2,290) 581,315
Inter-segment sales are charged at prevailing market rates.
SEGMENT RESULT 52,798 (17,529) 35,269
Unallocated corporate income 27,436
Unallocated corporate expenses (4,667)
Finance costs (111)
Profit before taxation 57,927
Taxation (8,437)
Profit for the year 49,490
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7. Business and Geographical Segments (Continued)

Business segments (Continued)

BALANCE SHEET

ASSETS
Segment assets

Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION
Capital expenditure
Depreciation

Loss on disposal of property,

plant and equipment

IRF %
Fashion
T T
HK$’000

187,978

63,524

11,374
12,532

135

At b

Cosmetics
Tt
HK$°000

61,699

4,499

5,888
3,721

colourmix &

A
Consolidated
T T
HK$’000

249,677
118,702

368,379
68,023
7,207
75,230

17,262
16,253

135
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7. Business and Geographical Segments (Continued)

Geographical segments

The Group’s operations are principally located in Hong Kong, Macau, Taiwan,
Singapore and other regions of the People’s Republic of China (“PRC”). The

following is an analysis of the Group’s sales by geographical market location:

Hong Kong and Macau
Taiwan

Singapore

Other regions of the PRC

BmEM
Turnover

2007 2006
T#L Tt
HK$’000 HK$’000
457,929 373,418
119,582 146,252
36,664 31,531
28,112 30,114
642,287 581,315

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:

4 FH e MR i AE
Carrying amount A %
of segment assets Capital expenditure
2007 2006 2007 2006
T#T T ¥ T T# 0 T
HK$’000 HK$’000 HK$’000 HK$°000
W LR M Hong Kong and Macau 141,948 163,113 13,721 12,573
f Taiwan 36,075 63,394 2,237 2,394
ST N B Singapore 10,659 8,698 1,524 1,556
Hh ] 2 At b [ Other regions of the PRC 107,388 68,465 26,792 739
296,070 303,670 44,274 17,262
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8. HHERA

BE-_ZE+tHE=ZH=+—HLEEE

8. Finance Costs

2007 2006
T#T T
HK$’000 HK$°000
A TH E A A Interest on:
ZE A TN R SE R T Bank borrowings wholly repayable
SRAT 5B within five years 649 98
Al A B R 4 Obligations under finance leases 2 13
651 111
9.  BRBni A 9.  Profit Before Taxation
2007 2006
T#T Tt
HK$’000 HK$’000
W B i 368 A L 0 BR R B A IE Profit before taxation has been arrived
at after charging:
B AR I BH 32 Employee benefits expenses
(06 35 S5 M ) - (including directors’ emoluments):
3 B Bz L th 48 A1 Salaries and other benefits 149,086 137,789
B AR AR A 5 44 3k Retirement benefits scheme contributions 5,005 4,396
154,091 142,185
TE A FHL BT 2k TE £ Amortisation of prepaid lease payments 89 89
12 B 4 Auditors’ remuneration:
7R 4E FiE Current year 1,471 1,253
AN R Underprovision in previous year 12 3
il 58 77 B 3 2 A B LA Cost of inventories recognised as expenses 237,219 211,581
Ireg Depreciation 17,392 16,253
WEEE - WE KRN EL Loss on disposal of property, plant
and equipment 950 135
WeEFA and after crediting:
AU (L35 7T & B 1 32 1) Rental income, with negligible outgoings 3,244 2,951
13+ BE 58, U %2 Net exchange gain 3,242 2,452
FlE M A Interest income 348 505
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10. Taxation

2007 2006
T# 0 T 0
HK$’000 HK$’000
The charge comprises:

Hong Kong Profits Tax
Current year 3,549 2,403
Overprovision in prior years (548) (201)
3,001 2,202
Overseas taxation 3,668 2,887
6,669 5,089

Deferred tax (Note 18):
Current year (2,768) 3,348
3,901 8,437

Hong Kong Profits Tax is calculated at 17.5% (2006: 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.

Under Decree Law No0.58/99/M, a Macau company incorporated under that Law
(called “58/99/M company”) is exempted from Macau complementary tax (Macau
income tax) as long as the 58/99/M company does not sell its products to a

Macau resident company.

Pursuant to the relevant laws and regulations in the PRC, Shantou Huanan
Digao Fashion Company Limited (“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 2007 to 2008. The PRC enterprise

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

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

consolidated income statement as follows:

Profit before taxation

Tax at Hong Kong Profits Tax rate of 17.5%
(2006: 17.5%)
Effect of different tax rate applicable
to operations in other jurisdictions
Tax effect of expenses not deductible for
tax purposes
Tax effect of income not taxable
for tax purposes
Utilisation of tax losses previously not
recognised
Tax effect of deferred tax assets not
recognised
Tax effect of tax losses not recognised
Tax effect of tax exemption granted
to operations in other jurisdictions
Overprovision in prior years
Others

Tax charge for the year

2007 2006
T-# 0 T T
HK$’000 HK$°000
40,862 57,927
7,151 10,137
(1,460) (2,533)
257 265
(37) (407)
(37) (386)

80 -

2,624 3,231
(4,119) (1,652)
(548) (201)
(10) (17)
3,901 8,437
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11. Directors’ Emoluments

FNAE - LA The emoluments paid or payable to each of the five (2006: five) directors were

as follows:
2007
LE @il
Mr Cheng — HEZKL  BREEE  BAEEE  BlERE
Chung Man, Ms. Lam Mr. Cheng Mr. Yang Mr. Yeung wit
Johnny Yuk Sum  Chung Hoo Wei Tak Wing Kay Total
T T Ti#n Ti#n T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fees - - 100 80 100 280
Other emoluments
Salaries and allowances 1,560 660 - - - 2,220
Retirement benefits scheme
contributions 12 12 - - - 24
Total emoluments 1,572 672 100 80 100 2,524
2006
kL
MrCheng  HERLL  BEEEE  BRERE  BAEEE
Chung Man, Ms. Lam Mr. Cheng Mr. Yang Mr. Yeung At
Johnny Yuk Sum Chung Hoo Wei Tak Wing Kay Total
T# T#x T T T#x T#n
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000
Fees = = 100 80 100 280
Other emoluments
Salaries and allowances 1,560 660 = = = 2,20
Retirement benefits scheme
contributions 12 12 = = = 14
Total emoluments 1,572 672 100 80 100 1514

MEE#HE B R E —FEFLF L -FE  No directors waived any emoluments during the year ended 31st March, 2007
ANE=ZH =+ —HIEFEERFEEMEM and 2006.

4 o
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12. Employees’ Emoluments

During the year, the five highest paid individuals included one director (2006:
one director) of the Company whose emoluments are included in the disclosures
in note 11 above. The emoluments of the remaining four (2006: four) highest

paid individuals were as follows:

2007 2006

T oo T oo

HK$’000 HK$°000

Salaries and other benefits 2,986 2,995
Retirement benefits scheme contributions 46 48
3,032 3,043

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

13. Dividends Paid

2007 2006
F#oo T T
HK$’000 HK$°000

Dividends recognised as distribution

during the year:

2007 interim dividend of HKO.7 cent

(2006: HKO0.9 cent) per share 11,639 14,950
2006 final dividend of HK1.1 cents

(2006: 2005 final dividend of

HK1.2 cents) per share 18,290 19,872

29,929 34,822

The 2007 final dividend of HK1.0 cent per share in cash with a scrip option has
been proposed by the directors and is subject to approval by the shareholders in

the forthcoming annual general meeting.
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14. Earnings Per Share

2007 2006
Earnings:

Profit for the year and earnings for the purposes

of basic and diluted earnings per share HK$36,961,000¥ ¢ HK$49,490,000% &
Number of shares:
Weighted average number of ordinary shares
for the purposes of basic earnings per share 1,662,435,616 1,657,219,178
Effect of dilutive potential ordinary shares in
respect of share options 3,636,453 14,282,917
Weighted average number of ordinary shares
for the purposes of diluted earnings per share 1,666,072,069 1,671,502,095
15. Investment Properties
T T
HK$°000
FAIR VALUE
At 1st April, 2005 29,900
Increase in fair value during the year 23,350
Disposals (6,700)
At 31st March, 2006 46,550
Increase in fair value during the year 5,710
At 31st March, 2007 52,260

The fair value of the Group’s investment properties at 31st March, 2007 have
been arrived at on the basis of a valuation carried out on that date 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 properties interests
held under operating leases to earn rental are measured using the fair value
model and are classified and accounted for as investment properties.
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COST OR VALUATION
At 1st April, 2005
Exchange realignment
Additions

Disposals

Surplus arising on revaluation

At 31st March, 2006
Exchange realignment
Additions

Disposals

Surplus arising on revaluation

At 31st March, 2007

Comprising:
At cost
At valuation - 2007

DEPRECIATION

At 1st April 2005
Exchange realignment
Provided for the year
Eliminated on disposals

Write back on revaluation

At 315t March, 2006
Exchange realignment
Provided for the year
Eliminated on disposals

Write back on revaluation

At 31st March, 2007

CARRYING VALUES
At 31st March, 2007

At 315t March, 2006

BE-_ZE+tHE=ZH=+—HLEEE

16. Property, Plant And Equipment

fRIE  HEMTY HEMTAE RERES GRREE RAZHRG Hi
Construction ~ Leasehold ~ Leasehold ~ Plant and Furniture and Office Motor At
in progress buildings improvements  machinery fixtures  equipment vehicles Total
T T T T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
- 10243 05,630 13,177 15,125 1819 3,09 115,090
- - (688) 1M (33) (39) 15 (471)
- - 12,070 44 1,656 1,711 341 17,262
- - (4,290) (106) (74) (337) - (4,807)
- 181 - - - - - 181
- 10,424 nm 13,769 17,674 9,114 3451 127,55
- - 180 588 51 58 53 1,036
1,11 - 14,361 2,158 3313 1352 258 4274
- - (7818) (274) (481) (186) - (8,759)
- 1,366 - - - - - 1,366
11 11,790 19,546 16,841 20,623 10,438 3,163 165,172
n1m - 19,546 16,841 20,623 10,438 3,163 153,382
- 11,790 - - - - - 11,790
1 11,790 19,546 16,841 20,623 10,438 3,163 165,172
- - 47,188 10,438 10,023 5,131 1,663 15,069
- - (495) 230 (17) (18) 10 (290)
- 083 10,903 1,142 1,868 1075 581 16,253
- - (4,170) (106) (67) (328) - (4,671)
- (683) - - - - - (683)
- - 53,416 11,7124 11,807 6,466 1,155 85,678
- - 200 537 5 59 38 889
- 164 11,720 1,125 1,905 1,368 510 17391
- - (7,166) (274) (188) (180) = (7,808)
- (764) = = - = = (764)
- - 58,180 13,112 13,579 1,113 1,803 93,387
1 11,790 21,366 3,129 1,044 1115 960 69,785
- 10,424 19,296 1,045 5,867 1,148 1,197 4151
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16. 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:

2 A6 8T 4F 9 2048
Over the estimated useful lives of 20 years
20% 85 % A1 B A7 ) (DA 5 7 )

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

20%

33'/5%

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, 2007 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$8,868,000 (2006: HK$9,545,000).

At 31st March, 2006, the carrying value of the Group’s motor vehicles includes
an amount of HK$200,000 in respect of assets held under finance leases (2007:
Nil).
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17. WA EKHE 17. Prepaid Lease Payments

7 42 [ 22 YA A AR B AR OE AL A The Group’s prepaid lease payments comprise:
2007 2006
T#L T
HK$’000 HK$°000
FWHE L Leasehold land in Hong Kong:
oA Medium-term lease 3,596 3,685
FWHAHE L - Leasehold land outside Hong Kong:
AT | Medium-term lease 5,800 —
9,396 3,685
MBS Z 5085 Analysed for reporting purpose as:
W) Current asset 242 89
JE B A E Non-current asset 9,154 3,596
9,396 3,685
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18. Deferred Taxation

The following are the major deferred tax assets (liabilities) recognised by the

Group and movements thereon during the current and prior reporting periods:

T B8 4

CfE/ES Accelerated
Revaluation of tax G Ho Aty st
properties depreciation Tax losses Others Total
T Tt T TiT T
HK$000 HK§°000 HK$°000 HK$°000 HK$°000
At st April, 2005 (55) 1,862 279 (1,079) 1,007
(Charge) credit to income statement (3,623) (621) (66) 962 (3,348)
Charge to equity (151) = = = (151)
Exchange differences = (43) = = (43)
At 31st March, 2006 (3,829) 1,198 213 (117) (2,535)
(Charge) credit to income statement (991) 493 1,695 1,571 2,768
Charge to equity (373) = = = (373)
Exchange differences = (7 = = (7
At 31st March, 2007 (5,193) 1,684 1,908 1,454 (147)

Wanko colournmix &




otes to the Financial Statements B4 35 ¥ & B 5

For the year ended 31st March, 2007
18. RIEBLH (A7)

MEBIEEABEMS - & TELH
HEE R ABCIES - T XA ue
it T 5 2 A R ol TE A BR AT

I S il JH &
I 3 B TH A

ATEREEZH =+ —H > AEH
A A 8 o 2 3 1 1 o oK B A B JE s
H £ 58,150,000% 76 ( — F F N4
33,683,000% J6 ) o A& £ FEH E© H
10,903,000% J© ( — & & N 4F
1,218,000% 76) 2 i T8 i 18 ffE 57 1 2E Bi
TEE o g oK AR TE R R A R 2R
P8 o U ST 4 S BR T  oR B B JE ks
147,247,000 o6 (= & E N F
32,465,000 Jt) fifé 78 4E 4L B JH & o
IR e RR B TE G 18 A8 A R — F LA
BRI (CERNRE  ERN
AER T E——4F) B 2,261,000% T
(- EINAE ¢ 1,758,000 0) s -
HCAth s 45 AT 40 BRHA &5 0 o

ATEREEE=ZH=+—H » AEH
Z W] 0L IR 2= A 45 455,00095 006 (Z
TEINAE ¢ E) o d AR AT AR A A HE R
5 Y 1] DA 10 8 AT 0BT R 2 AR >
S 48 5 5% 5 T 1B IRF = AR e R AR 4E
BLIH G E o

JER
£ R
B b

VEEKO INTERNATIONAL

BE-_ZZtLE=A=+—-HLEE
18. Deferred Taxation (Continued)
For the purposes of balance sheet presentation, certain deferred tax assets and

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

balances for financial reporting purposes:

2007 2006

T# 0 T 0

HK$’000 HK$000

Deferred tax assets 5,046 1,411
Deferred tax liabilities (5,193) (3,946)
(147) (2,535)

At 31st March, 2007, the Group has unused tax losses of HK$58,150,000 (2006:
HK$33,683,000) available for offset against future profits. A deferred tax asset
has been recognised in respect of HK$10,903,000 (2006: HK$1,218,000) of
such losses. No deferred tax asset has been recognised in respect of the remaining
unused tax losses of HK$47,247,000 (2006: HK$32,465,000) due to the
unpredictability of future profit streams. Included in unrecognised tax losses are
losses of HK$2,261,000 (2006: HK$1,758,000) that will expire in 2009 to 2012
(2006: 2009 to 2011). Other losses may be carried forward indefinitely.

At 31st March, 2007, the Group has deductible temporary differences of
approximately HK$455,000 (2006: Nil). No deferred tax asset has been recognised
in relation to such deductible temporary difference as it is not probable that
taxable profit will be available against which the deductible temporary differences

can be utilised.

19. Inventories

2007 2006

T# 0 T# o

HK$’000 HK$°000

Raw materials 18,176 24,930
Work in progress 18,050 14,824
Finished goods 96,410 81,767
132,636 121,521
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At 31st March, 2007, included in the Group’s trade and other receivables were
trade receivables of HK$25,196,000 (2006: HK$55,332,000). 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:

2007 2006

T T o

HK$’000 HK$’000

Within 30 days 17,521 15,872
31 — 60 days 4,207 6,898
61 — 90 days 571 8,285
Over 90 days 2,897 24,277
25,196 55,332

21. 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 3.6%

(2006: 3.7%) per annum.

Bank balances and cash

The Group’s bank deposits carry interest rate at prevailing bank deposits rate
ranging from 1.25% to 3.6% (2006: 1.5% to 3.7%) per annum and have an

original maturity of three months or less.

Bank overdrafts — secured

The secured bank overdrafts carry effective interest rate ranged from 7.75% to

8.50% per annum.
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23. Trade and Other Payables

At 31st March, 2007, included in the Group’s trade and other payables were
trade payables of HK$7,814,000 (2006: HK$42,905,000). Details of the aged

analysis of trade payables are as follows:

2007 2006

T#0 T T

HK$’000 HK$’000

Within 30 days 7,466 9,355
31 - 60 days 271 3,573
61 — 90 days 64 8,793
Over 90 days 13 21,184
7,814 42,905

The amount of the Group’s trade payables denominated in a currency other

than the functional currency of the relevant group entities are set out below:

At 31st March, 2007
At 31st March, 2006

Xt

United States

Dollar

T T

HK$°000

57
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24, WHEMERIE 24. Obligations Under Finance Leases

TR T Rl AR A T E R Y AR AR B It is the Group policy to hire certain of its motor vehicles under finance leases.
Ko THHEFEHE LFE - 2 The average lease term is five years. For the year ended 31st March, 2007, the
CEELEFE=ZA=1+T—HILEE  F average effective borrowing rate was 8% (2006: 8%). Interest rates are fixed at
PIEBRAEEE 8% (ZFEEINA the contract date. Finance leases are on a fixed repayment basis and no
8%) o RERTINAK HMMEE o fiE  arrangements have been entered into for contingent rental payments.

H 4 4 [ e < REAR 2 > 3l 4 22 PF 1 5%

IR 4 4 R o

KA TR KB
T G AL 5 4R 5 Present value of
Minimum lease payments minimum lease payments
2007 2006 2007 2006
F#x T FHx T T
HK$’000 HK$°000 HK$°000 HK$°000
Tl L B A6 B Amounts payable under
finance leases
—4FER Within one year - 82 - 80
FEHAE (WHEEREME)  In the second to fifth year
inclusive - - - _
- 82
W HEMEE A Less: Future finance charges - (2)
R B Present value of lease payments - 80 - 80
B A B 1 Less: Amount due for settlement
B A2 B within twelve months
BERSH shown under current
liabilities - (80)

+oHARIIMERESE Amount due for settlement

after twelve months - =

AEFMBEMERE 2 TEUHF A The Group’s obligations under finance leases are secured by the lessors’ charge
A AE BT 2 AR AE R o over the leased assets.
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25.  AUTHE — 4 KM

N BRSNS IS ot S (e
FTAIR AR A F2%%E7.5% (—EFE
NEE ) 2R A R .

VLA B 46 B > W) 2 T e B W LA 2 B
WRHEZ AL B BITHENT

RoEFLESA=S+ A
RoEEAFEZA=+ A

SRAT B A S J 2 T & A KA
R — A NEE -
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25. Bank Borrowings — Secured

2007 2006

T#0 T #: T

HK$’000 HK$°000

Bank loans 20,000 =
Import loans 693 -
20,693 -

The Group has floating rate borrowings which carry the effective interest rates
(which are also equal to contracted interest rates) on the Group’s borrowings

ranging from 2% to 7.5% (2006: Nil) per annum.

The Group’s bank borrowings that are denominated in a currency other than

the functional currency of the relevant group entities are set out as below:

H ot
Japanese
Yen

T T
HK$°000

At 31st March, 2007 102
At 31st March, 2006 -

The bank borrowings are secured by certain assets of the Group and repayable

within one year.
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26. A 26. Share Capital
W 3E i BH
Number of 1B 18
ordinary shares Value
Tt
HK$’000
- i (4 % T {B0.01%5 7T) Ordinary shares at HK$0.01 each
%E - Authorised:
W EERAFEMHA—H - At Ist April, 2005, 31st March, 2006
TERBNE R EELF and 2007
=H=+—H 10,000,000,000 100,000
CEBIT MR Issued and fully paid:
W oEZEREMNA—H At 1st April, 2005 1,656,000,000 16,560
5] A e R T 2 AT A Issue of shares upon exercise of share
options 5,700,000 57
W_EERNFE=ZA=1+—H At 31st March, 2006 1,661,700,000 16,617
R A7 {7 o e E T B AT IR 0 (B ) Issue of shares upon exercise of share
options (note) 1,000,000 10
AEELFE=H=+—H At 31st March, 2007 1,662,700,000 16,627

BfaE - MEE CFFLE=H =1 —
H 1k 48 B B > 1,000,000
RE 4% 13 0. 16245 TTAT I » Bl
A\ B 47 351,000,000 8% 45 i
T E0.01 3 o 2 ¥ 48 it

245 345 0 1 2 7KL

TAARAE LR > A 4R T AR 4 A A I SE
Pz FHEmT

A A B 2R K
BAREE

Veeko

Note: During the year ended 31st March, 2007, 1,000,000 share options were
exercised at HK$0.162 per share, resulting in issue of a total of 1,000,000

ordinary shares of HK$0.01 each in the Company.

27. Operating Leases

The Group as lessee

During the year, the Group made rental payments for buildings under operating

leases as follows:

2007 2006

T#0 Tt

HK$’000 HK$’000

Minimum lease payments 154,158 143,167
Contingent rental payments 14,378 14,191
168,536 157,358
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27. RWEME (4H)

TESHEH > A H R R AR
E X -Eii - NI N Pa
R ERIORME T

—FN
B EB LA (BIEE R W AF)
AL E

B a% S R I8 51 o A 42 ) n] e ZH AT (R
T A 89 65 1 UL > L T 36 S A
FE AN AE 5 BH S -

KB ERIE T AL E o A TR E
JE RO A S RN M E - T
T AT R > AR
AR E —IR o

S 5 A 2 IR AL

TAAAE N ) 2EFH 4 0 A £ 3,244,000
Wt (ZEF N4 12,951,000 76) o
W T AR A 6% (ZBEEN
41 6%) AW o BT A A Y ¥R
KK —EWMECHRBEHEZMT -

AR > ALEMBEHF L5
VIR % H AR S iR &

—FN
HOBH R (BEEREWAA)

BE-_ZZTtLHF=ZA=Z+-—HLEE
27. Operating Leases (Continued)

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

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

2007 2006

Tt T

HK$’000 HK$°000

Within one year 145,297 128,975
In the second to fifth year inclusive 95,772 136,191
Opver five years 1,752 485
242,821 265,651

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

achieved by particular shops.

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

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

The Group as lessor

Property rental income earned during the year was HK$3,244,000 (2006:
HK$2,951,000). The properties are expected to generate rental yields of 6%
(2006: 6%) 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:

2007 2006

T# 0 T+ o0

HK$’000 HK$°000

Within one year 2,520 3,198
In the second to fifth year inclusive 163 2,666
2,683 5,864
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28. B

REEE H > A IR T 2 T RAT L
A5 A AR A — AR AT L A
ER

BB K
A B A
AT
S ) SR AT A7 K

29. % B RE G

REAAFAR _EE=FLH+EH
AT Z BARUEAE R & R 2 P R
AR A O FBR A — TE I B
([t > BAEM G EM% 2 HE R
e DRGALFRZBA#E
3 5 2 B3 By 4R THAS O ) R H B
ZARME T 55 J1 » B AR 2w B HL R
BEZE FArEFT2ENNR
mYRIEHAEEELERZ 2
B - RURE B AL Al A Y
e a2 B o

R A O ) BR A0 w% it ) AT Ao O A
P HE G > PRAT (8 BT 4% i 2 B A A
RET BEAT B9 B £y > A5 B R R A F
WAL A B BAT A 2 10% ©

AN ) AE B AL HE T W] B T UL 10% R
il > A VR R BT B R A5 R A B S e
WEZ H AR B B 34T B 2 10% °

AR A 23 ) BR A8 % w8 AT e A B
P HERT & > RAT 68 KM A7 G BT 1% i 2
v A I A AT B TR T AT RO i £
B A EEARC BT RN Z
30% -

Veeko
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28. 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:

2007 2006

T#T T

HK$’000 HK$°000

Investment properties 52,260 46,550
Prepaid lease payments 3,208 3,287
Leasehold buildings 10,630 9,416
Short term bank deposits 1,000 1,000
67,098 60,253

29. 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.
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29. Share Option Scheme (Continued)

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.

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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29. VG BEREGHE (AF)

R A 4R R B TR AR R R S
2t 2 0 S HE R L S e

1) -

PERE—EFELEZA =+ —H L4

BEW

it

Date of grant

ZEEZET-ATAR
18th November, 2003

“2REE- AR
18th November, 2003

“EEMEAR -0
115t September, 2004

“EEMEAAZT—H
115t September, 2004

ZEZERENRTAE
16th August, 2006

“REREARTAR
16th August, 2006

R A R AT
Exercisable at
the end of the year

ik SRektid
Weighted average
exercise price

Veeko

frbE A

Vesting period

“EEZET-ATARR
ZEERET-ATER
18th November, 2003
to 17th November, 2005

“EEZET-ATARR
ZZRLEF-A T4
18th November, 2003
to 17th November, 2007

ZEEMEAAZT-AE
“EEREAACZTH
2st September, 2004
to 20th September, 2006

“EEMEAR T -RE
“EEMNEAACAA
2st September, 2004
to 20th September, 2008

“EEREARTARE
“EENEARTER
16th August, 2006
to 15th August, 2008

“ETREARTARE
“Z-ZEARTHA
16th August, 2006
to 15th August, 2010

BE-_ZEZELtHE=ZA=Z+—HILEE

29. 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, 2007:

fr iR

Exercisable period

“ERAEA-ATARE
“EZLET-ATLR
18th November, 2005
to 17th November, 2007

“ERLET-ATARE
ZEENEF-A T LA
18th November, 2007
to 17th November, 2009

“ARARAR A
“EENENAZTH
115t September, 2006
to 20th September, 2008

“BEAEANS -2
ES TR
215t September, 2008
to 20th September, 2010

“EENEARTAEE
~%-%E
16th August, 2008
to 15th August, 2010

SE-REANRTAHE
ZE-ZEATIA
16th August, 2010
to 15th August, 2012

Wanko

BT
Exercise
price

per share

0.1620i 10
HK$0.1620

0.1620i 10
HK$0.1620

025501 70
HK$0.2550

025501 70
HK$0.2550

02052 76
HK$0.2052

0.2052i
HK$0.2052

REZZRE REFRLE
MA-H  REER  REER  REER ZA=T-H
b4 il fifk wH o WA
Balance Granted  Exercised  Cancelled Outstanding
at during during during at
1.4.2006 the year the year the year  31.3.2007
Bzt
(Note)
11,800,000 - (1,000,000 (500,000) 10,300,000
17,500,000 - - (1,000,000) 16,500,000
2,000,000 - - - 2,000,000
2,000,000 - - - 2,000,000
- 3,600,000 - - 3,600,000
- 3,600,000 - - 3,600,000
33,300,000 7,200,000 (1,000,000) (1,500,000 38,000,000
12,300,000
0.1732 0.2052 0.1620 0.1620 0.1800
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29. Share Option Scheme (Continued)

During the year ended 31st March, 2006:

FEW
REZRLE RZBBANE
MA—H  REER REEN =A=+—H
BRATHER 2R it Gt A AT B
Exercise Balance Exercised Cancelled  Outstanding
N GLE R fr A price at during during at
Date of grant Vesting period Exercisable period per share 1.4.2005 the year the year 31.3.2006
(Htit)
(Note)
“EREEA-ATAR . CEEEESA-ATARE ZEEFREF-AHARE 0.1620%7% 18,000,000 (5700000 (500,000 11,800,000
18th November, 2003 SEFAEF-ATER ZERLEF-ATLE HK$0.1620
18th November, 2003 18th November, 2005
to 17th November, 2005 to 17th November, 2007
“EFEEF-ATAR ZEREEF-AAARE ZEREEA-ATARE 0.1620%7% 18,000,000 - (500,000) 17,500,000
18th November, 2003 ZRRLEA-ATEE ZEEAET AL HK$0.1620
18th November, 2003 18th November, 2007
to 17th November, 2007 to 17th November, 2009
“ZFEEAAZT R ZFEREAACT-HE ZEFAFAAZL-HE 0.2550 76 2,000,000 - - 2,000,000
11st September, 2004 ZEENENAZTA ZEENERAZTR HK$0.2550
21st September, 2004 st September, 2006
to 20th September, 2006 to 20th September, 2008
“ZFWEAAST R ZFEREAACT-RE ZEFAFAAZL-HE 0.2550 76 2,000,000 - - 2,000,000
215t September, 2004 ZEZNELAZTH “E-REAAZAH HK$0.2550
11st September, 2004 st September, 2008
to 20th September, 2008 to 20th September, 2010
40,000,000 (5,700,000 (1,000,000) 33,300,000
AR A7 {f
Exercisable at
the end of the year 11,800,000
TR
Weighted average
exercise price 0.1713 0.1620 0.1620 0.1732

Wt

Hi FBEHEE S A TR 5 T A 5 G I

Note:

Cancellation of share options upon the termination of certain employees

TR

during the year.
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29. VG BEREGHE (AF)

AN F B R E N ENA N A
(2 B ) 2 Wi (8 £50.195% 0T -

AR AT 2 B R RE T = o R AT
HZ T R £ 0.218 0 (X
JNAE 1 0.22W70) o MARFER > BB
A0 B85 o T Wi B B 2 AR A 123
JC (ZFEF N« ) o

BE_FELE=ZA=+—HILEE
Bz R o ol T RN
A+~xBZE - —-FENA+AHFT
{2 B e R Pl A = — T4 \H
NAE-Z—-"HFNHTHHfTHZ
T B M T P2 s H B (BB NAE A T+
AN H) Z A AEAE S R 5 0 B R
0.08% 7€ & 0.09% 76 » LA T £ £ F [#6
T3 50— &7 A T ) R E (B A AT AT
{8 2 BB

L A SO R

AR I 18 R 2 6 W T 58
Z B

T 4F A B R

4 g ] 3

TEHD 5 R AR R AR 4 D AR A 2k
BN 2 JE SR R E o

AEHEARBE " FEELFE=H=
T B kAR R LR F R 2 R RE
B 2 #B B 3 £ 518,000 70 (- EE N
4 11,070,000 78) ©

[ ) 5 — &F 78 47 ) S R 2 AR S 2
15 A it T HE 2 N AR o A Rl O
B HE 2 T B 5 R 2 48 R B
TyMRRHE B 2 f fE At o M FBOHE R (K
AT E BB R 2 AR 52 W5 2 T
5 o
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29. Share Option Scheme (Continued)

The closing price of the Company’s shares at 16th August, 2006, the date of
grant, was HK$0.195.

In respect of the share options exercised during the year, the weighted average
share price at the dates of exercise is HK$0.21 (2006: HK$0.22). During the
year, total consideration received from employees for taking up the options
amounted to HK$12 (2006: Nil).

The fair value of the options granted during the year ended 31st March, 2007
measured at the date of grant on 16th August, 2006 was HK$0.08 and HK$0.09
per option, respectively, for the options exercisable from 16th August, 2008 to
15th August, 2010 and exercisable from 16th August, 2010 to 15th August,
2012. The following significant assumptions were used to derive the fair values
using the Black-Scholes option pricing model:

“EFZNEAATAH “F-REANATLA
EF_F-FFENATEH EZF-"HAATHH
AT 2 B M AT B 2 B M
Options exercisable Options exercisable

from 16th from 16th

August, 2008 to
15th August, 2010

August, 2010 to
15th August, 2012

g 4 NAE

Expected life of options 4 years 6 years
Expected volatility based on

historical volatility of share prices 67% 2%

Expected annual dividend yield 5.2% 5.2%

Risk-free rate 4.3% 4.4%

Expected volatility was determined by using the historical volatility of the
Company’s share price over the previous 4 to 6 years.

The Group recognised the total expense of HK$518,000 for the year ended 31st
March, 2007 (2006: HK$1,070,000) in relation to share options granted by the
Company.

The Black-Scholes option pricing model has been used to estimate the fair
value of the options. The variables and assumptions used in computing the fair
value of the share options are based on the directors’ best estimate. The value of
an option varies with different variables of certain subjective assumptions.
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30. Retirement Benefits Schemes

The Group operates the Mandatory Provident Fund (“MPE”) 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 consolidated 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 1st 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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31. BEANLES 31. Connected Party Transactions

iy BE_FFWNE=H=+—HI (i) During the year ended 31st March, 2004, the Group paid rental expenses

GRS LR L AR Y of HK$244,000 toR 58 T J% P P € B R Z B @ (the “FEMZEE R
FZEERZ R E ([fRMEERZE Z B &, formerly known as “J& "] %€ % # [ ”), the holding company of
RN R AN ARE gt Y HD a minority shareholder of Dong Guan Dico Fashion Co., Ltd. (“Dico”), a
(A2 ) S 2 W) SR S 2 5 Wy e A subsidiary of the Company. The payment was made in accordance with
R~ (M) — & D BURRZ the terms of two tenancy agreements entered into between the Group
£ B2 Al 32 A 42 244,000% and £ %% R % B € on 30th December, 1998 and 24th July, 2000
TC o B3R Z A B AR IE T AR IR A (collectively the “Old Agreements”) for leasing of factory premises and
SHMEEMEERZARGR staff quarters in the PRC. On 1st May, 2003, the Group entered into a
INFETZAZ+THERZFFF termination agreement with J M €& R Z& B & to terminate the Old
B A A A TSR LA Agreements with immediate effect.

1ih e (AL [ 85 k) ek > #E LA
1ER A RS B T AE & o R
“EF=ERAH  AEEE
IR 2 JE I % B & AT L& LR 1
i o B R A% Lk B H R o

MEFEZ=FNMA_+/NH & On 28th April, 2003, the Group entered into a tenancy agreement with
AR 1B SR BRCSE T R P SO B A o SRSETH B 88 2 M 8 R I 5 AL (“PR P 2R RS B 5 41), an enterprise
B a4t (TR MR H G4 - 8 wholly owned by % "] %€ Ji [&Z B &, for leasing of factory premises and
MEERZRGE2ERAZ AR staff quarters in the PRC (the “New Agreement”). The New Agreement
AT S A T ko LA P B R expired on 30th April, 2006. On 27th July, 2006, the Group renewed the
Ji s B B T A & (DR k) o ¥ tenancy agreement with H5E 17 2 ' 85 [ " 28 B Ay S8 5 Wi 5 4L, formerly
WRE R —FZAREMNH =+ H known as J& "] 28 & Wi 5 4L (the “Renewed Agreement”) for leasing
B o N FFARFELEH Tk of same premises. Pursuant to the terms of the New Agreement and the
H > A< SR [ SR S T 1 P SR 1 Renewed Agreement, the Group paid rental expenses of HK$2,043,000
T B A7 4 P I A AR D P 2 A (2006: HK$2,024,000) to 5 5E 7 I '] $ 52 '] 5 i 3 48 P g 5 4% during
PRI G At A B bl A 3 R AR the year.

Bk (THE k) - R
ke T T ek 2 MR > AR
G NGO R A RE GARE 'S
i3 QY A R
2,043,000k Jo ( = F T /N 4E ¢
2,024,000 JG) o

(i) R=ZFZFFFHAZ1NHE (ii)  On 26th April, 2000, Veeko Manufacturing Company Limited, a wholly-
Veeko Manufacturing Company owned subsidiary of the Company, and 5 5 T 2 '] 1> 2£ %% Ji£ 45 fR 2 #]
Limited (42722 7] & B HEA 2 It a minority shareholder of Dico, entered into a supplemental joint venture
N ) KA P 4 25 A PR contract for increasing the total investment and the registered capital of
AF R — AV BIRR) A Dico from HK$15,100,000 to HK$18,200,000. At 31st March, 2007, the
SR TE A B ARG A o F LUKt Group had outstanding commitments amounting to HK$1,310,000 (2006:
R BE KRk A HK$1,310,000) in respect of the capital injection to Dico.

15,100,000% 7T 4 fin % 18,200,000
B REFELE=H =1+ —
H oo 7% 4 Bk 1) 38 =) 14 17 A
21 B 1B 7K 5 1,310,0009 JC
(ZFFZ N4 1,310,000 00) o
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For the year ended 31st March, 2007 BE-_ZZLtH=A=1+—-HLEE
32. BN L¥iE 32. Related Party Disclosures
FHEEBRAB ZHIE Compensation of key management personnel
BN o W R H AL EEE R NS The remuneration of directors and other members of key management during
ZHMWT the year was as follows:
2007 2006
T#L T#: T
HK$’000 HK$°000
5 3 4 A1) Short-term benefits 4,996 4,262
& F 1% 4 F) Post-employment benefits 70 60
D 0y £ BE Tl 2 A8 A Share-based payments 145 203
5,211 4,525

RN TEEATRA S ZH M7 i 5 The remuneration of directors and key executives is determined by the
Z= B o AT Al 2% B R T e A remuneration committee having regard to the performance of individuals and

JE ° market trends.

33. ARulEEAFHKXEAF Jl33. Summarised Balance Sheet Information of the Company
L

RAEKH > ARFAEEAMKENM  The summarised balance sheet information of the Company at the balance

ZWE sheet date is as follows:

2007 2006

T# 0 T T

HK$’000 HK$°000

I LT E AR 2R E Investment in a subsidiary — unlisted 53,630 53,630

JHE UL A B 2 ] Rk TR Amounts due from subsidiaries 256,384 230,330

Ho At U B Other current assets 519 460
JE AS) BfF Ja 2 ) B IR Amounts due to subsidiaries (209,316) (182,037)
HoAh 9 B & Other current liabilities (175) (166)

W E Net assets 101,042 102,217

A Share capital 16,627 16,617

fiti 6 Reserves 84,415 85,600

HE 25 48 %8 Total equity 101,042 102,217

VEEKO INTERNATIONAL HOLDINGS LIMITED
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For the year ended 31st March, 2007 BE_ZZ+tH=A=1+—HLEE

34. FEMWE A GEE 34. Particulars of Principal Subsidiaries

ApElR —_EEELF=H=1T—HMN Particulars of the principal subsidiaries of the Company as at 31st March, 2007

TEME A A RS OR were as follows:
A2 ) Fit
FH OB
JReA /G A
EETRk A% T LG 4]
BORBA Proportion of
30 #EMP&E A nominal value of
T o Issued and issued capital/
Place of fully paid registered
bt &g 2 ®) 4 A incorporation/ share capital/ capital held ~BEEE
Name of subsidiary establishment registered capital by the Company  Principal activities
(Kfita) — (KfFED)
(note a)  (note b)
RAREAMHHRA A & 1,000,000 G 100% Al b B il 7 i %
Colourmix Cosmetics Company Hong Kong HK$1,000,000 Retailing of cosmetics
Limited & skin care products
Colourmix Cosmetics Retail i 100,000 J© 100% bl & K i g L &2 &
Company Limited Hong Kong HK$100,000 Retailing of cosmetics
& skin care products
WSEJ R R A PR R (B ate) Y 18,200,000 JG 5% Bk g
Dong Guan Dico Fashion PRC HK$18,200,000 Manufacturing of
Co., Ltd. (note c) garments
TRifg R IR IS 3 TR H 8,000,000 7T 100% MK Bk
WA PR | (ff7Ed)
Meko Fashion (Zhuhai-Macau PRC HK$8,000,000 Manufacturing of
Cross Boarder Industrial Zone, garments

Zhuhai) Company Limited

(note d)
s R A IR A A (Mfakd) 8,000,000 7t 100% WA R
Shantou Huanan Digao Fashion PRC HK$8,000,000 Manufacturing of
Company Limited (note d) garments
55 A 5 R A A B \ (B aEd) g 7,800,000% 7T 100% MK ZE K H 5%
(note d) PRC HK$7,800,000 Retailing and
wholesaling of garments
W BE 2  Re E A BRA / (M aEd) g 8,000,000% 7T 100% WA Bk
Shantou Yingko Fashion PRC HK$8,000,000 Manufacturing of
Company Limited (note d) garments

colourMmix &




otes to the Financial Statements B4 35 ¥ & B 5

BE-ZEZT+LtHE=ZHA=Z+—HILEE

34. Particulars of Principal Subsidiaries (Continued)

For the year ended 31st March, 2007

X BB E 2 6 N ()

A
FH OB
JReA /G M
EBT Rk A T F LG 4
BRBA Proportion of
3. FEM&E A nominal value of
T o Issued and issued capital/
Place of fully paid registered
Wi B 2 W 4 incorporation/ share capital/ capital held ~BEHEE
Name of subsidiary establishment registered capital by the Company  Principal activities
(Ht7Fa) (Mt 7#b)
(note a)  (note b)
Wl SR R BN AT RN R (Wf At d) 2l 36,000,000¥% G 100% MUK Bk
Shantou Yungao Fashion PRC HK$36,000,000 Manufacturing of
Company Limited (note d) garments
Veeko Advertising Agency i 100# ¢ 100% 42 4t o & & 1 IR
Company Limited Hong Kong HK$100 Provision of advertising
and promotional
services
T 5 5 5 A B2 ) i 2,400,000 7C 100% AR EE
Veeko Fashion Company Limited Hong Kong HK$2,400,000 Retailing of garments
Veeko Fashion Far East 5 G bR L B 170 100% TERERENKEE
Company Limited British Virgin US$1 Retailing of garments
Islands in Taiwan
Veeko Fashion (Singapore) Pte Ltd. 3% 1,000,000 i 3 7t 100%  MARZEE
Singapore SGD1,000,000 Retailing of garments
Veeko Holdings Limited S Jo e B 618.563% 7T 100%  BEHEBR
British Virgin US$618.56 Investment holding
[slands
Veeko Manufacturing e i bR A R I 100%  7E VR 148 45 i B I
Company Limited WA EE
British Virgin US$1 Trading of fabrics and
Islands garments in Macau
JB 5 B 5 W A BRAA T TS 600,000%5 7 100% HMKEE
Veeko Trading Fashion Hong Kong HK$600,000 Trading of garments

Company Limited

INTERNATIONAL HOLDINGS LIMITED
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For the year ended 31st March, 2007

BB 23 [ GRS (

i Je 2+ ) 4

Name of subsidiary

B R 5 (BB
R B AR A

Veeko Trading (Macao Commercial

Offshore) Limited

Wina Success Limited

HEBRFARA A

Ying Choi Macau Company Limited

a. A H H#HF A Veeko Holdings a.
Limited BIREZS - b SCHr s BT A HEZS
A 2 ] R A .

b, BRESCTE B M N A YIS b.
JiF A 2 B R ST

AT -

e ARXFUEGEMEARZEAGE
e MRyEG TR > AL D
WA 2wl 2 BOEA -

d. AAFAUEEEAISIIEEEREZ d

JE KGR -

Veeko

BE-_ZEZELtHE=ZA=Z+—HILEE

) 34. Particulars of Principal Subsidiaries (Continued)

3 94
Place of
incorporation/

establishment

|

Macau

ke
Hong Kong

L

Macau

Notes:

company.

Wanko

CET R
BRBA
il i AR
Issued and
fully paid
share capital/

registered capital

100,000 4 #&
MOP100,000

100% 75
HK$100

100,000 4 #&
MOP100,000

A% ] Bt

FH OB
JBeA /R A

A T F LG 4
Proportion of
nominal value of
issued capital/
registered
capital held

by the Company
(Ht7ta)

(note a)

100%

100%

100%

LEEH
Principal activities
(Fit7ED)

(note b)

A H H

Trading of garments

FA %
Property holding

JRAR B 7
Manufacturing of

garments

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

interests shown above are indirectly held by the Company.

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

except as otherwise stated under principal activities above.

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

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

colourmix &
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For the year ended 31st March, 2007

BE-ZEZT+LtHE=ZHA=Z+—HILEE

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

RS % A A JE AR 1A AT AT R R
B SR A e 0o R R RO (S R -

E R BN R AR N
A 42 [ 3 5 U AF A% I A A 4R TR
MO BEEFEHZMELFR - EFRL
Bt G At B 2 W] 2 WA S ORI
RITR -

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.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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3 51

BE=ZH=1T—HILHEE
Year ended 31st March,
2003 2004 2005 2006 2007
T 7T THTT T 7T THETT T#T
HK$’000 HK$°000 HK$’000 HK$000  HK$’000

B R TURNOVER 427,338 446,227 509,208 581,315 642,287
Wi . il i 1 PROFIT BEFORE TAXATION 33,780 68,051 84,444 57,927 40,862
B TAXATION (3,756) (9,460)  (10,772) (8,437) (3,901)
AR B ¥ A PROFIT FOR THE YEAR 30,024 58,591 73,672 49,490 36,961

& i Bl £ Assets and Liabilities

EYER
At 31st March,
2003 2004 2005 2006 2007

T Tt Tt Tt T#x
HK$000 ~ HK$000  HK$000  HK$000  HK$°000

A TOTAL ASSETS 215,972 269,959 322,326 368,379 370,335
A6 TOTAL LIABILITIES (27,340) (37,600) (43,323) (75,230) (71,559)
JBe 3K 4 SHAREHOLDERS’ FUNDS 188,632 232,359 279,003 293,149 298,776

WA G et ERIE — R E =4 - =&  There is no material effect of the adoption of new accounting standards on the
B4 Jp —BE N F 2 G ER K 2003, 2004 and 2005 amounts and therefore these amounts have not been
B Rz SR mEY o restated.

Veeko Wanko colourmix e
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ALK _FFLE=H=+—HN
P EHA RN EY NS W
o

LUE S

T Wb B A 25 T K e
192-200%% 12 fy # 0>

TSR T A

L24%% M 248 1 {7 P65 %% M P68

TR BT ILIE
489-491 5% F s L3 b0 AJE
A3 K

THEAS T A1355

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

at 31st March, 2007 are as follows:

Properties

15th Floor, Lorry Space No. L24
on Ist Floor and Parking spaces
No. P65 and No. P68 on 2nd Floor,
Wyler Centre Phase II

192 — 200 Tai Lin Pai Road

Kwai Chung

New Territories

Hong Kong

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

Kowloon

Hong Kong

Gikeg

Term of lease

ok

Medium-term

Gk

Medium-term

H i

Purpose

T3

Industrial

T3

Industrial

VEEKO INTERNATIONAL HOLDINGS LIMITED
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