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Business Review and Prospects

Business Review

As of 31st March, 2008, the Group recorded a turnover of HK$754,224,000
(2007: HK$642,287,000), representing an increase of 17.4% as compared with
the corresponding period of last year. Included in the amount of turnover was
HK$152,708,000 (2007: HK$127,774,000) generated by the cosmetics business,
representing an increase of 19.5% over the same period of last year. Turnover
of the fashion business increased by 16.9% as compared with the same period
in the previous year. The gross profit ratio of the Group as a whole increased
from 63.1% for last year to 65.2% for the current year, while profit for the year
was HK$77,926,000 (2007: HK$36,961,000), representing a substantial increase
of 110.8% over that of the corresponding period of last year. This was mainly
due to the reason that the Group has actively developed the fashion retail
business in China during the period under review. The number of outlets in
the China region increased from 75 as at 31st March, 2007 to 124 as at 31st
March, 2008. The results were favourable and the business made significant
profit contribution to the Group during the year. Furthermore, for the first time,
the cosmetics retail business stopped incurring a loss after several years of
operation, and a profit of HK$3,441,000 was recorded, which compared with a
loss of HK$8,647,000 of the same period in last year, the result of the cosmetics
business improved markedly, and was one of the reasons for substantial profit
growth for the year.

Fashion Business

As of 31st March, 2008, turnover of the fashion business amounted to
HK$601,516,000, (2007: HK$514,513,000) being an increase of 16.9% over
the previous year, and accounting for 79.7% of the Group's total turnover.
The fashion business remained the major source of turnover and profit for
the Group. For segment results, that of the fashion business amounted to
HK$79,352,000, representing a surge of 80.1% as compared with HK$44,071,000
of last year, thanks to the continuous steady growth in its businesses in Hong
Kong, Macau and Singapore markets, and especially profit contribution from
the outstanding performance of the newly developed China market.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Fashion Business - Hong Kong and Macau Market

As of 31st March, 2008, the Group had altogether 63 outlets in Hong Kong and
Macau (2007: 59 outlets). During the period under review, turnover of the Hong
Kong and Macau market amounted to HK$364,220,000 (2007: HK$330,785,000),
representing an increase of 10.1% over the corresponding period of last year.
The sales of comparable outlets also increased by 15.3% over the corresponding
period of last year. The remarkable increase in turnover over the corresponding
period of last year was attributable to the blend of new design concepts of
two brands under the Group and shop decoration for enhancement of store
image, coupled with diversified product portfolios and the introduction of
high-end imported fashion accessories. These innovative measures were greatly

welcomed by the customers.
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Veeko and Wanko outlets in Hong Kong
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Fashion Business — Taiwan Market

Turnover of the retail business in Taiwan for the year was HK$111,257,000 (2007:
HK$118,952,000), representing a decrease of 6.5% from the corresponding
period of last year, mainly due to a decrease in the number of outlets of the
Group in Taiwan during the period under review. As of 31st March, 2008, the
Group had 51 outlets in Taiwan (2007: 60 outlets), representing 18.5% in the
total turnover of the Group’s fashion business. The economic recession in Taiwan
in last year weakened its consumption power and confidence and aggravated
the market environment. The Group had been positive in undertaking various
measures to alleviate the adverse impact of these factors on its business,
including strict cost control, improvement in product quality and closing down
certain outlets burdened with fixed rental expenses which suffered from low
cost efficiency. In addition, during the period under review, the Group had paid
compensation to owners in respect of certain retail outlets with fixed rental,
in accordance with terms in the lease agreements for the early termination of
leases before their expiry. Although this measure inevitably had impact on the
results of the current period, it should contribute to the healthy development
of the Group’s business in Taiwan in the long run. As a matter of fact, such
measures improved the results during the second half year, resulting in a
positive momentum of the business. During the period under review, despite
the number of outlets in Taiwan decreased as compared with the corresponding
period of last year, the sales of the comparable outlets recorded a growth of
11.9% accordingly. Therefore, the Group is fully confident in its Taiwan business
in the future.
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Veeko outlet in Singapore
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Fashion Business - Singapore Market

During the year, the retail business in Singapore recorded a turnover of
HK$46,267,000 (2007: HK$36,664,000), representing an increase of 26.2% over
the corresponding period of last year. The turnover had been growing steadily.
As of 31st March, 2008, the Group had 11 outlets in Singapore (2007: 12
outlets).

Fashion Business - China Market

Since late 2006, the Group commenced its directly operated fashion retail
business in the Mainland China. For the year, retail business in China recorded
a turnover of HK$79,772,000 (2007: HK$28,112,000), representing a significant
increase of 183.8% as compared with the corresponding period of last year. In
just over one year of development, it had accounted for 13.3% of the Group's
total turnover in fashion business. As of 31st March, 2008, the number of Veeko
and Wanko outlets in China had reached 124 (2007: 75 outlets), mainly covering
first tier cities such as Beijing, Shanghai, Guangzhou, Chengdu, Chongging,
Tianjin, Shenzhen, Wuhan, Zhuhai, Dalian, Suzhou. Besides, other cities were
also covered which included Xiamen, Quanzhou, Jiangmen, Zhongshan, Yibin,
Shunde, Guiyang, Tangshan, Shenyang, Lanzhou, Changchun, Changsha, Wuxi,
Fuzhou, Huainan, Zhanjiang, Haikou, Baotou, Liuzhou, Chenzhou and Linfen.
The Group’s fashion brands were well received by customers in China no matter
on designs, styles and positioning resulting in a satisfactory turnover. As of the
end of this year, these brands had made encouraging performance by making
significant profit contributions.
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Wanko outlet in China
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Cosmetics Business

As of 31st March, 2008, the Group had established 19 outlets (2007: 18 outlets),
which were mainly situated in Hong Kong and Macau. For the year, cosmetics
retail business of the Group recorded a turnover of HK$152,708,000 (2007:
HK$127,774,000), representing an increase of 19.5% over last year. The sales
of comparable outlets also increased by 7.9% over the corresponding period
of last year. After several years of operation, as of 31st March, 2008, for the
first time cosmetics business of the Group recorded a profit of approximately
HK$3,441,000, which compared with the loss of HK$8,647,000 for the same
period of last year, proved that
significant improvement in the
operating results of cosmetics
business has been achieved.
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Colourmix outlet in Hong Kong

Fashion Business

As for its fashion business development, the Group has planned to concentrate
on the growth of its existing outlets in Hong Kong and Macau in the coming
year. To the number of its outlets, the Group will steadily establish new outlets
on its existing foundation. The Group will also continuously purchase high-
quality fabrics directly from overseas, further improve product quality and
diversify its product portfolios. All these will help the Group to enhance
its turnover and profitability. In respect of the Taiwan market, due to the
weak economy that weakened its consumption power and confidence and
aggravated the market environment, the Group had undertaken strategic
measures to close some outlets with high rental and unsatisfactory
performance. As of 31st March, 2008, the number of the Group’s outlets in
Taiwan was 51, a decrease of 9 outlets as compared with 60 outlets of last year.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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However, the turnover of the comparable outlets recorded an increase of 11.9%
accordingly. In future, the Group plans to set up sales counters in department
stores so as to avoid the burden of and reduce the pressure from fixed rental. As
of 30th June, 2008, the number of the Group’s outlets in Taiwan had increased
to 54 outlets, and the Group will continue to develop the local market in a
prudent manner. Business in the Singapore market has been growing steadily
in recent years. The Group is dedicated to strengthening the business there, so
that if outlets in desirable locations are secured, the number of outlets will be
increased steadily.

The fashion retail business in China will become the Group’s key market for
future development in the coming years. The number of outlets increased to
124 as at 31st March, 2008 since the establishment of the first self-operating
outlet in December 2006. Due to the rapid economic growth and strong
consumption power of the mainland, coupled with the Group’s well received
fashion brands no matter on designs, styles or positioning, the performance
of the business accounted for 13.3% of the Group's total turnover in fashion
business in just over one year of development. They have also achieved
encouraging performance by making significant profit contributions to the
Group as at this year end. The total turnover of the comparable outlets in China
from April to June 2008 recorded a remarkable increase of approximately 23.1%
as compared with the corresponding period of the previous year. The Group is
optimistic towards the growth trend, and plans to develop the China market in
fast pace in the coming years, and to establish more outlets in first-tier cities
such as Beijing, Shanghai, Guangzhou and Chengdu. The Group is confident
that the fashion retail business in China will become another key contributor
to the Group’s turnover and profit in addition to the retail business in Hong
Kong. To satisfy the demand of the Group towards quantity in the future, the
Group acquired an industrial building with an area of approximately 31,355
square meters in the mainland China in early 2007. The factory has commenced
its production in October 2007. Despite such has a temporary impact on the
Group's gearing ratio, the Group is optimistic towards the growth of retail
business in China and is highly confident that the China market will bring
significant return to the Group in future.
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Cosmetics Business

In October 2004, the Group officially launched its cosmetics retail chain
business by setting up Colourmix outlets. As of 31st March, 2008, the Group
had established 19 outlets, of which 17 outlets were situated in Hong Kong,
while 2 outlets were situated in Macau. During the period under review,
cosmetics retail business of the Group recorded a turnover of HK$152,708,000,
representing 20.3% in the total turnover of the Group, which was an increase of
19.5% as compared with last year. As of 31st March, 2008, after several years of
operation, for the first time cosmetics business of the Group recorded a profit
of approximately HK$3,441,000, which compared with the loss of HK$8,647,000
for the same period of last year, proved that significant improvement in
operating results had been achieved. This was primarily due to the Group’s
continuous efforts in enriching the product portfolio and introduction of
quality exclusive brands directly imported from abroad, which were well
received by the customers and the response was favourable. At present, the
cosmetic retail network has developed to 20 outlets. The current scale of
outlet network has brought better cost efficiency as compared with last year.
Furthermore, the Group closed down 2 outlets with low cost efficiency, and the
outlets established in the last year achieved satisfactory performance, which
will contribute higher turnover and profit and become the main reason for
turning the Group from red to the black in the year. In future, the Group will
keep on enriching the product portfolio, increase the number of cosmetics
products with exclusive distributorship, train employees to provide quality and
professional services while at the same time continuously achieve an expansion
in stores with potential. It is expected that the number of outlets will increase
to about 25 by 31st March, 2009. As indicated by the current trend, the Group
is confident that cosmetics business will bring increasingly more contribution
to the Group in the financial year 2008/2009. The cosmetics retail business will
become the Group’s another focus for future development in addition to the
fashion retail business.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Liquidity & Financial Resources

The Group's working capital increased from HK$142,624,000 at 31st March,
2007 to HK$198,682,000 for the year while its current ratio and quick ratio were
maintained at a healthy level of 3.04 and 1.04 times respectively.

At the balance sheet date, the Group’s cash and bank balances amounted to
HK$26,855,000 (2007: HK$26,429,000) and the outstanding bank borrowings
and overdraft amounted to HK$59,448,000 (2007: HK$21,099,000) whereas
the total borrowings was HK$59,448,000 (2007: HK$21,099,000). The increase
in total borrowings was mainly attributable to the rapid expansion of retail
business in China and the capital expenditure invested in our China production
plants during the year. The number of outlets in China was increased from 75
as of 31st March, 2007 to 124 as of 31st March, 2008, which lead to increase
in capital expenditure and inventory required during the year. To cope with
the expansion plan, the Group acquired an industrial building in the mainland
China last year. The renovation cost incurred for this industrial building
amounted to HK$10,600,000 during the year. Besides, in order to strengthen
the production efficiency, save-up the labour cost and enhance the quality of
products, the Group replaced existing machineries with advanced machineries.
Together with the newly acquired machineries for the new production plant,
the capital expenditure for the addition of new machineries amounted to
HK$8,872,000 during the year.

At the balance sheet date, the gearing ratio of the Group is 0.16 (2007: 0.07)
which is calculated based on the Group’s total borrowings of HK$59,448,000
(2007: HK$21,099,000) and the total equity of HK$372,405,000 (2007:
HK$298,776,000).

As of 31st March, 2008, the Group had banking facilities amounting to
HK$108,427,000 (2007: HK$82,627,000), of which HK$65,968,000 (2007:
HK$24,021,000) was utilised by the Group. The management believes that
existing financial resources will be sufficient to meet future expansion plans
and, if necessary, the Group will be able to obtain additional financing on
favorable terms.
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Pledge of Assets

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$75,142,000 (2007: HK$67,098,000).

Foreign Exchange Exposure

Several subsidiaries of the Company have foreign currency purchase and
secured bank borrowings, which expose the Group to foreign currency risk.
Approximately 72% (2007: 76%) of purchase costs are denominated in the
group entity’s functional currency. The Group currently does not have a foreign
currency hedging policy. However, the management closely monitors foreign
exchange exposure and will consider hedging significant foreign currency
exposure should the need arises.

Staff & Remuneration Policies

At the balance sheet date, the Group had 4,534 employees (2007: 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.

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

Cheng Chung Man, Johnny
Chairman

Hong Kong, 23rd July, 2008
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The directors present their annual report and the audited financial statements
for the year ended 31st March, 2008.

Principal Activities

The Company is an investment holding company. The principal activities of its
principal subsidiaries are set out in note 36 to the financial statements.

Results and Appropriations

The results of the Group for the year ended 31st March, 2008 are set out in the
consolidated income statement on page 38 of the annual report.

An interim dividend of HK0.8 cent per share amounting to HK$4,314,000 was
paid by way of cash dividends and HK$11,568,000 by way of scrip options to
the shareholders during the year. The directors now recommend the payment
of a final dividend of HK0.9 cent per share to the shareholders whose name
appeared on the register of members on 5th September, 2008, amounting to
HK$15,958,000 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$39,803,000 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, 2008. The
revaluation resulted in a surplus of HK$4,636,000 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 consolidated financial
statements.

Investment Properties

Investment properties of the Group were revalued at 31st March, 2008.
The increase in fair value of HK$7,740,000 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 consolidated financial statements.

A summary of the investment properties of the Group is set out on page 104 of
the annual report.
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Share Capital

Details of movements during the year in the share capital of the Company are
set out in note 25 to the consolidated 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 (2007: HK$53,135,000) and HK$20,814,000
(2007: HK$18,601,000) respectively as at 31st March, 2008 provided that, after
distribution, the Company will be able to pay its debts as they fall due in the
ordinary course of business.

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 (Chief Executive Officer)

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.
Yang Wei Tak and Mr. Yeung Wing Kay retire at the forthcoming annual general
meeting and, being eligible, offer themselves for re-election.

Term of Office of Independent Non-executive Directors

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

VEEKO INTERNATIONAL HOLDINGS LIMITED
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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.

Directors, Senior Management Biographies

Executive directors

Mr. CHENG Chung Man, Johnny, aged 51, 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 24 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 48, is the chief executive officer 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 71, 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 16 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.
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Directors, Senior Management Biographies (Continued)

Independent non-executive directors (Continued)

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 15 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 39, 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.

Share Option Scheme

Particulars of the share option scheme adopted by the Group are set out in note
30 to the consolidated financial statements.

No options were granted to the directors or substantial shareholders of the
Company during the year.
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Date of grant

SREZEL A AR

18th November, 2003

SREZEL A AR

18th November, 2003

ZERRLEAA A

21st September, 2004

ZERLEAA A

21st September, 2004

ZERAENATAHR

16th August, 2006

ZZENENATAH

16th August, 2006

ZZZLENANA

4th June, 2007

ZZZLEANANA

4th June, 2007

TrtEHi R
Vesting
period

ZREZETATARE
ZERLET-A TR
18th November, 2003
to 17th November, 2005

ZRREET-ATAHE
“RFLET- AT
18th November, 2003
to 17th November, 2007

ZRENERA SRR
ZRENELAZAHH
21st September, 2004
to 20th September, 2006

ZRENELA SR
ZRENELAZAH
21st September, 2004
to 20th September, 2008

ZERENEMITABE
ZRENENATLA
16th August, 2006
to 15th August, 2008

ZERAENNTARE
ZEFE )\
16th August, 2006
to 15th August, 2010

“ZREEANNAE
“E-RERNZH
4th June, 2007
to 3rd June, 2010

“ZREEANNAE
~E-TEAHZH
4th June, 2007
to 3rd June, 2012
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Share Option Scheme (Continued)

The following table discloses details of options held by employees of the Group
and movements in such holdings during the year ended 31st March, 2008:

Tt
Exercisable
period

ZRRRET-ATARE
ZEREE-ATER
18th November, 2005
to 17th November, 2007

“RREET-ATARE
ZERMEL-R LR
18th November, 2007
to 17th November, 2009

ZREAEMA ST -HE
ZERRNELAZTH
21st September, 2006
to 20th September, 2008

ZRENELAZH-HE
ZER-REMAZTH
21st September, 2008
to 20th September, 2010

ZRENEANATABE
ZZ-RE)\ATLH
16th August, 2008
to 15th August, 2010

ZERE)\HARE
ZR-CHE)\RTLA
16th August, 2010
to 15th August, 2012

“R-REAANAE
ZR-THEAAZH
4th June, 2010
to 3rd June, 2012

“E-CHERNNRE
ZR-WEAAZH
4th June, 2012
to 3rd June, 2014

T fT e
Exercise
price

per share

016203 70
HK$0.1620

016203 78
HK$0.1620

0.2550% 70
HK$0.2550

0.2550% 70
HK$0.2550

02052370
HK$0.2052

0.2052%70
HK$0.2052

0.1860% G
HKS0.1860

0.1860% ¢
HKS0.1860
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REZRLAE REZR)\AE
MA—H REEBER AR REER ZAZ4—H
ZEifh i Ttk pii WA
Balance Granted Exercised Cancelled  Outstanding
at during during during at
1.4.2007 the year the year the year 31.3.2008
10,300,000 - (10,300,000) - -
16,500,000 - (500,000) (1,000,000) 15,000,000
2,000,000 - (2,000,000) - -
2,000,000 - - - 2,000,000
3,600,000 - - - 3,600,000
3,600,000 - - - 3,600,000
- 18,100,000 - (1,100,000) 17,000,000

- 18,100,000 - (1,100,000) 17,000,000
38,000,000 36,200,000 (12,800,000) (3,200,000) 58,200,000
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Share Option Scheme (Continued)

At the date of this report, the total number of shares to be issued upon
exercise of the outstanding options is 47,100,000, as adjusted for options
granted, exercised and cancelled subsequent to year ended 31st March, 2008
of 1,000,000, 5,500,000 and 6,600,000 respectively. The outstanding options
represent approximately 2.7% of the issued share capital of the Company at the
date of this report.

The closing price of the Company’s shares immediately before 4th June, 2007,
the date of grant was HK$0.27.

The weighted average closing price of the Company’s share immediately before
the dates on which the share options were exercised was HK$0.29.

Directors’ Interests in Shares, Underlying Shares and
Debentures

As at 31st March, 2008, 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:

AT AT
JBe A 3 kb
DECdnY Ly Percentage of
igilid g the issued
4y Number of issued share capital
HRA Name of director Capacity ordinary shares held of the Company
W g Sk Mr. Cheng Chung Man, Johnny AN 1,073,134,964 60.71%
Founder (Hfak)
(Note)
HEHRL L Ms. Lam Yuk Sum fatZmA 1,073,134,964 60.71%
Beneficiary of Trust (M E)
(Note)
IEEX7 ZDN
Beneficial owner 142,255,452 8.05%
1,215,390,416 68.76%

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Directors’ Interests in Shares, Underlying Shares and
Debentures (Continued)

Note: These 1,073,134,964 shares are beneficially owned by Silver Crown Profits
Limited (“Silver Crown"). The shares in Silver Crown are in turn held by the
trustee of the J Cheng Family Trust, a discretionary trust, the discretionary
objects of which include family members of Mr. Cheng Chung Man, Johnny

and Ms. Lam Yuk Sum.

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, 2008, 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.
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Connected Transactions and Directors’ Interests in Contracts

Details of the discloseable connected transactions for the year are set out in
note 32 to the consolidated financial statements. Save as disclosed therein:

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

(ii) there were no other transactions which need to be disclosed as connected
transactions in accordance with the requirements of the Listing Rules.

In accordance with the conditions agreed with the Stock Exchange with respect
to the connected transactions, the independent non-executive directors have
reviewed the connected transactions set out in note 32(i) to the consolidated
financial statements and in their opinion, these transactions entered into by the
Group were:

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

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

(iii)

fair and reasonable so far as the shareholders of the Company are
concerned.

Substantial Shareholders

Other than disclosed above under the section headed “Directors’ Interests in
Shares, Underlying Shares and Debentures” and other substantial shareholders’
interests disclosed in the following table, at 31st March, 2008, 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.

A2 B AT

A 43

i 5 © 8 47 4 8 R 8 H Percentage of the

Jit K 44 1% =gl Number of issued issued share capital

Name of shareholder Capacity ordinary shares held of the Company

Silver Crown A A 1,073,134,964 60.71%
Beneficial owner

Well Feel Group Limited el ZRERS (Mt T) 1,073,134,964 60.71%

Interest of a controlled
corporation (note 1)
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Name of shareholder

HSBC International Trustee

Limited

TP 4 LA\ ]
(MTEsELEH])
Value Partners Limited
(“Value Partners”)

HEHEEEARAA
Value Partners
Group Limited

Cheah Capital

Management Limited

Cheah Company Limited

18 A SRAT f5 W0 1 R
HIRAH

Hang Seng Bank Trustee
International Limited

LR
Cheah Cheng Hye

A1 35 B
To Hau Yin

Substantial Shareholders (Continued)

e EREA
-4/ Number of issued
Capacity ordinary shares held

HREN (M aET) 1,073,134,964
Trustee (note 1)

Erg-git| 136,460,000
Investment manager

Pl Z RS 136,460,000
(Hf&t2)

Interest of a controlled
corporation (note 2)

Pl A 26 2 HE 2 136,460,000
(Hat2)

Interest of a controlled
corporation (note 2)

el 2 R 136,460,000
(Hf&t2)

Interest of a controlled
corporation (note 2)

HREA 136,460,000
(HfiE2)

Trustee (note 2)

el A S Z B2 136,460,000
(M at2)

Interest of a controlled
corporation (note 2)

PE 2 R 136,460,000
(Hfit2)

Interest of a controlled
corporation (note 2)
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Substantial Shareholders (Continued)

Notes:

1. The entire issued share capital of Silver Crown was held by Well Feel Group
Limited which in turn was a wholly owned subsidiary of HSBC International
Trustee Limited. By virtue of the provisions of Part XV of the SFO, each of
Well Feel Group Limited and HSBC International Trustee Limited was deemed
to be interested in all the shares of the Company in which Silver Crown was

interested.

2. At 31st March, 2008, 136,460,000 shares of the Company were held by Value
Partners which was wholly owned by Value Partners Group Limited (“VPGL").
Cheah Capital Management Limited which holds 35.65% interest in VPGL,
which in turn is wholly owned by Cheah Company Limited (“CCL"). Hang Seng
Bank Trustee International Limited was the trustee of a discretionary trust of
CCL. By virtue of the SFO, each of Mr. Cheah Cheng Hye, being the founder
of such discretionary trust, and Ms. To Hau Yin as his spouse is deemed to be

interested in the interest held by Value Partners.

Major Customers and Suppliers

During the year, the aggregate purchases attributable to the Group’s five largest
suppliers accounted for approximately 22% of the Group’s total purchases for
the year and the purchases attributable to the Group’s largest supplier were
approximately 6% 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.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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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 30 to the
consolidated financial statements.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout the year
ended 31st March, 2008.

Post Balance Sheet Event

Details of significant event occurring after the balance sheet date are set out in
note 34 to the consolidated financial statements.

A resolution will be submitted to the annual general meeting of the Company
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board
Cheng Chung Man, Johnny
Chairman

Hong Kong, 23rd July, 2008
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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, 2008.

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 on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”) (“Listing Rules”) are applied and implemented is
explained in the following parts of this Corporate Governance Report:

Corporate Governance Practices

The Company recognises the importance of high standards of corporate
governance to sustain healthy growth and has taken a proactive approach in
strengthening corporate governance practices in accordance with the needs of
its business.

Throughout the year ended 31st March, 2008, the Company has complied
with most of the Code Provisions that are considered to be appropriate to the
conduct and needs of the Company save for certain deviations from the Code
Provisions, details of which are explained in the relevant paragraphs in this
Report.

The Company will continue to review its corporate governance practices and
standards from time to time to ensure that they comply with the CG Code and
align with the latest developments.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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The Company acknowledges the important role of its Board in providing
effective leadership and direction to Company business, and ensuring
transparency and accountability of Company operations.

Responsibilities

The management and control of the business of the Company are vested in its
Board. It is the duty of the Board to establish policies, strategies and plans, and
to provide leadership in the attainment of the objective of creating value to
shareholders. The senior management were delegated with the authority and
responsibilities for the day-to-day management and operations of the Group.

All directors take decisions objectively in the interests of the Company and
carry out their duties in good faith and act in the interests of the Company and
its shareholders at all times.

Delegation of Management Functions

The Company has formalized and adopted written terms on the division of
functions reserved to the Board and delegated to the management. The Board
takes responsibility for decision making in major Company matters, including:
the approval and monitoring of all policy matters, the setting of objectives
and overall strategies, internal control and risk management systems, material
transactions (in particular those that may involve conflicts of interest),
appointment of directors and other significant financial and operational
matters. The Board delegates management and administrative functions to the
Chief Executive Officer and senior management for their conduct of the day-to-
day operations of the Company, effectively, legally and ethically. 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 these
senior executives and the Board has the full support of them to discharge their
responsibilities.

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.
Directors may choose to take independent professional advice in appropriate
circumstances at the Company’s expense, upon making request to the Board.
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Board Composition

The Board currently comprises 5 members, consisting of 2 executive directors
and 3 independent non-executive directors. The executive directors, with their
intimate knowledge of the business, take on the primary responsibility for
leadership of the Company whilst the independent non-executive directors
bring in independent judgment and insights from a broader perspective to the
Company’s business in terms of strategy, business performance, resources and
standards of conduct.

The Board of the Company comprises the following directors:

Executive directors:

Mr. Cheng Chung Man Johnny (Chairman)
Ms. Lam Yuk Sum (Chief Executive Officer)

Independent non-executive directors:

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

A brief description of the background of each director is presented on pages 14
to 15.

The list of directors (by category) is also disclosed in all corporate
communications issued by the Company from time to time pursuant to the
Listing Rules. The independent non-executive directors are expressly identified
in all corporate communications pursuant to the Listing Rules. Save that Mr.
Cheng Chung Man, Johnny and Ms. Lam Yuk Sum are husband and wife, all
other directors have no financial, business, family or other material/relevant
relationships with each other.

During the year ended 31st March, 2008, 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
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 in accordance with the independence guidelines set out in the
Listing Rules.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Appointment and Re-election of Directors

The procedures and process of appointment, re-election and removal of
directors are laid down in the Company’s Articles of Association.

Since the Board as a whole will carry out the selection process by making
reference to the qualification, experience, integrity and time commitment of
the proposed candidates, the Company has not set up 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. No new director was appointed
to fill a casual vacancy or as an addition to the Board during the year ended
31st March, 2008.

Each of the independent non-executive directors of the Company is appointed
for specific term for two years and is subject to retirement by rotation once
every three years.

In accordance with the Company’s Articles of Association, all directors of the
Company are subject to retirement by rotation at least 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. Yang Wei Tak and Mr. Yeung Wing Kay shall retire at the 2008
annual general meeting (“AGM”) pursuant to Article 108 of the Articles of
Association. The retiring directors, being eligible, offer themselves for re-
election at the 2008 AGM. Biographical details of the retiring directors standing
for re-election are contained in the Company'’s circular dated 31st July, 2008.
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Appointment and Re-election of Directors (Continued)

The Board recommended the re-appointment of directors standing for re-
election at the forthcoming 2008 AGM of the Company.

Induction and Continuing Development for Directors

Though no new directors has been appointed during the year ended 31st
March, 2008, newly appointed directors will receive induction on the first
occasion of his/her appointment, so as to ensure that he/she has appropriate
understanding of the business and operations of the Company and that he/she
is fully aware of his/her responsibilities and obligations under the Listing Rules
and relevant regulatory requirements.

The directors are continually updated with developments in the legal and
regulatory regime and the business and market environments to facilitate the
discharge of their responsibilities.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Regular Board meetings should be held at least four times a year at

approximately quarterly intervals for reviewing and approving the financial and

operating performance, and considering and approving the overall strategies

and policies of the Company. There were eight Board meetings held during

the year ended 31st March, 2008, two of which were regular meetings held for

approving the final results for the year ended 31st March, 2007 and interim

results for the six months ended 30th September, 2007. The others were held as

and when the business or operational needs arisen.

The attendance records of each director at the meetings of the Board,

Remuneration Committee meetings and Audit Committee meetings are set out

below:

Members of the Board

Executive Directors:
Cheng Chung Man, Johnny (Chairman and
member of Remuneration Committee)

Lam Yuk Sum
(Managing Director, Chief Executive Officer
and member of Remuneration Committee)

Independent Non-Executive Directors:
Cheng Chung Hoo (Chairman of Audit
Committee and Remuneration Committee)

Yang Wei Tak (member of Audit Committee
and Remuneration Committee)

Yeung Wing Kay (member of Audit Committee
and Remuneration Committee)

2 V-F 2 Zigle |
Attendance/Number of Meetings
FMEE G HEREREG

HHG Remuneration Audit
Board Committee  Committee
Y|

8/8 3/3 N/A
bl

8/8 3/3 N/A
2/8 3/3 2/2
1/8 3/3 1/2
2/8 3/3 2/2

colourmix &




orporate Governance Report &% i #H %

LR VA Sl

A PR I T A R o ik 2 R A R B
WA E AR

G BB R R AT
FTHREEHFEEF - UM EFG X
ZRGGERN T > — R A B Py
Hhm A o

o SCR R T R R - e RO B
ZHRRSRAER T THRT =R
T AL SR > DU F A A W
W B e T B B AR DL o A T4 A5 4 AR
TP E o R B R 2 BB e R Y
BE R > T 3 SO A AL P Y SR AR
BEEMIARMTOREZRFTRTHEY
ZHERE ERARSEFRATE
WE 5T 2% H RO S M S AR AR -

AFREARRETAERTERRE
BE s ok o Mg sRas
i i A gk 4 R B DA AR IR R M
e K E S o8 PR B S A -

A0 B BERR AR R SCRLE > H R
e A B e b R A v A A AT
BN L BEA RIS 2 52 5 i B
MEEARG AT 2 2 NHA -

B AT B AR R

O R T WS SO > T AT AR
Fo bk B AR L (DI 7 3 B AR o
F2 T R AT BOHE R Z WAL 4 i N
PEAE > DR 0 30 % e AR 8 S A DE ¢
oo BB AR (EARP) HE
TATHES g WRAKRATEF G
DR ERF LT B
FHZEE - ERERGUALNAZ R
A 21T 9 > DR e R o RAF 2 A 3
WHRTURRT « 17 B AR EERATH
FEd R ZIRZ B BOR KR o
ERRATBARS AT CREER
SE > A DLt T B

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 14 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 regular 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.

Chairman and Chief Executive Officer

The Chairman of the Board is Mr. Cheng Chung Man, Johnny, and the Chief
Executive Officer is Ms. Lam Yuk Sum (who is also the Managing Director). The
positions of the Chairman and Chief Executive Officer are held by separate
persons in order to preserve independence and a balanced judgement of views.
The duties of the Chairman include (but not limited to) providing leadership
for and management of the Board, ensuring the effective functioning of the
Board and encouraging directors to make full and active contribution to the
Board’s affairs, ensuring the Board acts in the best interest of the Company and
ensuring good corporate governance practices and procedures are established.
The Chief Executive Officer focuses on implementing objectives, policies and
strategies approved and delegated by the Board. The respective responsibilities
of the Chairman and the Chief Executive Officer are clearly defined and set out
in writing.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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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.

Board Committees

Formal Board committees established by the Board in accordance with the
CG Code include the Remuneration Committee and Audit Committee. These
committees oversee particular aspects of the Company’s affairs and operate
under clearly defined written terms of reference. The terms of reference of the
Board committees are posted on the Company’s website and are available to
shareholders upon request.

The majority of the members of each Board committee are independent non-
executive directors and the list of the chairman and members of each Board
committee is set out under “Corporate Information” of this Report.

The Board committees are provided with sufficient resources to discharge their
duties and, upon reasonable request, are able to seek independent professional
advice in appropriate circumstances, at the Company’s expense.

Remuneration Committee

The Remuneration Committee comprises all directors of the Company with Mr.
Cheng Chung Hoo as the chairman of the Committee.

The primary function of the Remuneration Committee include making
recommendations on the policy and structure for all remuneration of directors
and senior management, which policy shall ensure that no director or any
of his/her associates will participate in deciding his/her own remuneration,
determining the remuneration packages of the executive directors and the
senior management and making recommendation on the remuneration of non-
executive directors by reference to corporate objectives and goals, individual
commitments as well as market practice and conditions.

The Remuneration Committee met three times during the year ended 31st
March, 2008 and reviewed the remuneration policy and structure of the
Company as well as the remuneration packages of the executive directors
and the senior management. The Remuneration Committee has adopted
remuneration policy that reflects individual performance, complexity and
responsibility with a view to attracting, motivating and retaining high
performing individuals and promoting the enhancement of the value of the
company and its shareholders.
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The attendance records are set out under “Board and Board Committee
Meetings” on page 29 of this report and the emolument of the directors on a
named basis for the year under review is set out in note 11 to the consolidated
financial statements.

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 auditor.

The main duties of the Audit Committee include reviewing the financial
statements and reports and considering any significant or unusual items
raised by the qualified accountant, internal auditor or external auditor before
submission to the Board; reviewing the relationship with the external auditor
by reference to the work performed by the auditor, its fees and terms of
engagement; making recommendation to the Board on the appointment, re-
appointment and removal of external auditor and monitoring the external
auditor’s independence and objectivity and effectiveness of the audit process
in accordance with the applicable standard; and to overseeing the Company’s
financial reporting system, internal control system and risk management system
to ensure that these systems are adequate and effective.

There were two Audit Committee meetings held during the year ended 31st
March, 2008 and the Chairman of the Board and Chief Executive Officer
were invited to join the discussion of the Audit Committee meetings. The
work performed by the Audit Committee during the year include reviewing
audited annual results for the year ended 31st March, 2007 and unaudited
interim results for the six months ended 30th September, 2007; reviewing
the remuneration of external auditors, discussing with the external auditors
their independence and the nature and scope of the audit; and evaluating
the financial controls, internal controls and risk management systems of the
Company.

The attendance of individual members at the Audit Committee meetings is set
out under “Board and Board Committee Meetings” on page 29 of this report.

The Company’s annual results for the year ended 31st March, 2008 has been
reviewed by the Audit Committee.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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There are no material uncertainties relating to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern.

There is no disagreement between the Board and the Audit Committee
regarding the appointment and re-election of the external auditor.

Model Code for Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to
the Listing Rules. Specific enquiry has been made of all the directors and
the directors have confirmed that they have complied with the Model Code
throughout the year ended 31st March, 2008.

To comply with Code Provision A.5.4. of the CG Code, the Company has during
the year under review established written guidelines on no less exacting
terms than the Model Code (the “Employees Written Guidelines”) for securities
transactions by employees who are likely to be in possession of unpublished
price-sensitive information of the Company. No incident of non-compliance
of the Employees Written Guidelines by these employees was noted by the
Company.

Directors’ Responsibilities in respect of Financial Statements

The directors acknowledge their responsibility for preparing the financial
statements of the Company for the year ended 31st March, 2008 which gives a
true and fair view of the financial position of the Group.

The Company deploys appropriate and sufficient resources to prepare financial
statements. The senior management is required to present and explain the
financial reporting and matters that materially affect or may have material
impact on the financial performance and operations of the Company to the
Audit Committee and the Board and to answer to queries and concerns raised
by them to their satisfaction.
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External Auditor and Auditor’s Remuneration

The statement of the external auditor of the Company about its reporting
responsibilities for the financial statements is set out in the “Independent
Auditor’s Report” on pages 36 to 37.

During the year under review, the remuneration paid to the Company’s external
auditor, Messrs. Deloitte Touche Tohmatsu, is set out below:-

=Yg Y- dii]

Category of Services Fee Paid/Payable

F T

HKS$’000

Audit Service 1,774
Non-audit Services

— tax services 271

- other professional services 222

TOTAL 2,267

Internal Controls

Recognising that a well-designed system of internal control is vital to safeguard
the assets of the Company and to ensure the reliability of financial reporting
as well as compliance with applicable laws and regulations, the Company is
committed to establish and retain a sound and effective internal control system
which is devised to provide reasonable, but not absolute, assurance against
material misstatement or loss and to manage rather than eliminate risks of
failure in operational systems and achievements of the Company’s objectives.

With the support of the Audit Committee, the Board has conducted a review of
the effectiveness of the internal control system of the Group for the year ended
31st March, 2008. The review has covered the financial, operational, compliance
and risk management aspects of the Group.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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Shareholder Rights and Investor Relations

The Company believes that shareholders rights and effective communication
with shareholders are essential for the healthy growth of the company.

To safeguard the shareholders’ interests and rights, separate resolutions are
proposed at shareholders’ meetings on each substantial issue, including the
election of individual directors. The rights of shareholders and the procedures
for demanding a poll on resolutions at shareholders’ meetings are included in
all circulars to shareholders and explained during the proceedings of meetings.

The Company communicates with the shareholders, investors and general
public through the annual reports, interim announcements and other corporate
announcements.

The general meetings of the Company also provide an important channel for
exchange of views between the Board and the shareholders. The Chairman
of the Board as well as Chairman of the Remuneration Committee and Audit
Committee and, in their absence, other members of the respective committees,
are available to answer questions at shareholder meetings.
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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 38 to 102, which comprise the consolidated
balance sheet as at 31st March, 2008, 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.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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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.

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, 2008 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, 2008
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Turnover
Cost of goods sold

Gross profit

Selling and distribution costs

Administrative expenses

Other income

Increase in fair values of
investment properties

Finance costs

Profit before taxation
Taxation

Profit for the year

Dividends paid

Earnings per share

Basic

Diluted

2008 2007
Ktk T T¥I0
Notes HK$’000 HK$'000
7 754,224 642,287
(262,835) (237,219)
491,389 405,068
(297,531) (278,779)
(124,405) (98,135)
12,232 7,649
7,740 5,710
8 (3,280) (651)
86,145 40,862
9 (8,219) (3,901)
10 77,926 36,961
13 33,627 29,929
14
#l WAl

HK4.586 cents

HK2.223 cents

#Al
HK4.567 cents

Al
HK2.218 cents

VEEKO INTERNATIONAL HOLDINGS LIMITED
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At 31st March, 2008 ZEFR)NFE=ZHA=Z1—H
) 2008 2007
Mzt T TH#T
Notes HK$’000 HKS$'000
i mh Non-current Assets
gHEYE Investment properties 15 60,000 52,260
B ~ Wy e fl Property, plant and equipment 16 92,164 69,785
SRE K ~ B R Deposits paid for acquisition of
PARYE & property, plant and equipment 486 =
TEAT AL 3K H Prepaid lease payments 17 9,393 9,154
4% 4 Rental deposits 25,186 25,100
R AR IE A Deferred tax assets 18 7,580 5,046
194,809 161,345
i Current Assets
75 Inventories 19 194,566 132,636
R W B2 sk T e At WLk T Trade and other receivables 20 49,249 30,295
T ALK Prepaid lease payments 17 254 242
i 4 BoK T8 9% 5 Rental and utility deposits 23,726 17,815
] Wi B 2 B IH Tax recoverable 1,433 1,573
VI SRAT A7 K Pledged bank deposit 21 1,000 1,000
SRITRE T R B & Bank balances and cash 22 25,855 25,429
296,083 208,990
i £ A Current Liabilities
JEAS B o VL B At M ARk sk Trade and other payables 23 43,113 39,567
B RATA B Secured bank borrowings
- —EREH - due within one year 24 44,900 20,693
KA RITIE S Secured bank overdrafts 22 1,033 406
JRE A5 A I Tax payable 8,355 5,700
97,401 66,366
it B EE Net Current Assets 198,682 142,624
393,491 303,969
AR Ak Capital and Reserves
JBEAR Share capital 25 17,677 16,627
fati i Reserves 354,728 282,149
372,405 298,776
FmEaR Non-current Liabilities
AL SRATAG Secured bank borrowings
— —AEREIN - due after one year 24 13,515 =
R SEBLIE A % Deferred tax liabilities 18 7,571 5,193
21,086 5,193
393,491 303,969

FHPOR FZ/NELI =0
e B SR BE T 5 38 2 102 F M £ A A 5

RN A REIVNERIES &

The consolidated financial statements on pages 38 to 102 were approved and

authorised for issue by the Board of Directors on 23rd July, 2008 and are signed

on its behalf by:

E Cheng Chung Man, Johnny
[} §'a Chairman

HF Lam Yuk Sum

M E 7 Director

Anko
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For the year ended 31st March, 2008
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At 1st April, 2006

Surplus on revaluation of buildings
Deferred tax liability arising
on revaluation of buildings
Exchange differences on translation
of foreign operations

Net income and expense
recognised directly in equity
Profit for the year

Total recognised income and
expense for the year

Recognition of equity-settled
share based payments

Shares issued upon exercise
of share options

Transfer of reserve upon
exercise of share options

Dividends paid

Sub-total

At 31st March, 2007 and
1st April, 2007

Surplus on revaluation of buildings
Deferred tax liability arising
on revaluation of buildings
Exchange differences on
translation of foreign operations

Net income and expense
recognised directly in equity
Profit for the year

Total recognised income
and expense for the year

Recognition of equity-settled share
based payments

Shares issued upon exercise of
share options

Transfer of reserve upon exercise
of share options

Transfers

Dividends
- paid
- share issued in lieu of

cash dividends

Sub-total

At 31st March, 2008

RE_ZZ)\GF=ZA=1T—HILFE

L
T i B I o
WA BOEE  Property NG WRIBE e Share  fFiAl ‘
Share Share revaluation Translation ~ Special ~Statutory  options  Retained fit
capital premium  reserve  reserve  reserve  reserves  reserve profits Total
T  FEx Tk FEc TEc FEx Tk Tdc FiEx
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000
16,617 9,933 713 (5,074) 2,266 - 2,075 266,619 293,149
- - 2,130 - - - - - 2,130
- - (373) - - - - - (373)
- - - (3,842) - - - - (3,842)
- - 1,757 (3,842) - - - - (2,085)
- - - - - - - 36,961 36,961
- - 1757 (3842) - - - 36,961 342876
- - - - - - 518 - 518
10 152 - - - - - - 162
- 80 - - - - (80) - -
- - - - - - - (29,929) (29,929)
10 232 - - - - 438 (29929 (29,249)
16,627 10,165 2470 (8916) 2,266 - 2513 273,651 298,776
- - 4,636 - - - - - 4,636
- - (1,059) = = = = = (1,059)
- - - (2,206) = = - - (2,2006)
- - 3,577 (2,206) = = - - 1371
- - - - - - - 77,926 77,926
- - 3,577 (2,206) - - - 77926 79,297
- - - - - - 1,356 - 1,356
128 2132 - - - - = = 2,260
= 1124 _ - - - (1,124) - -
- - - = - 3,409 = (3,409) -
< - - - - - - (9,284) (9,284)
922 2342 - - - - - (24,383) -
1,050 26,677 - - - 3409 232 (37,036) (5,668)
17,677 36,842 6,047 (11,122) 2,266 3,409 2,745 314,541 372,405

VEEKO INTERNATIONAL HOLDINGS
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The special reserve of the Group represents:

(a)

(b)

the difference between the nominal value of share capital of Veeko
Holdings Limited and the nominal value of the share capital issued by
the Company as consideration for the acquisition, arisen from a group
reorganisation in 1999; and

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

The statutory reserves of the Group comprise:

(a)

(b)

reserves required by the relevant laws of the People’s Republic of
China (the “PRC") applicable to the Company’s PRC subsidiaries and are
appropriated at directors’ discretion, which can be used to make up prior
years’ losses of the PRC subsidiaries, if any; and

non-distributable reserves set aside by the Macau subsidiaries in
accordance with relevant statutory requirements.
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For the year ended 31st March, 2008
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OPERATING ACTIVITIES

Profit before taxation

Adjustments for:
Interest income
Increase in fair value of investment properties
Amortisation of prepaid lease payments
Finance costs

Loss on disposal of property, plant and equipment

Depreciation of property, plant and equipment
Share-based payment expenses

Operating cash flows before movements
in working capital
Increase in inventories
(Increase) decrease in trade and
other receivables
Increase in rental and utility deposits
Decrease in trade and other payables

Cash generated from operations

Hong Kong Profits Tax (paid) refunded

Overseas tax paid

Interest paid on bank borrowings

Interest paid on obligations under finance leases

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Deposits paid for acquisition of property,
plant and equipment

Proceeds from disposal of property,
plant and equipment

Interest received

Increase in prepaid lease payments

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

New bank borrowings raised

Proceeds from issues of shares

Repayment of bank borrowings

Dividends paid

Repayment of obligations under finance leases

NET CASH FROM (USED IN) FINANCING ACTIVITIES

2008 2007
Tt Tt
HK$’000 HK$'000
86,145 40,862
(174) (348)
(7,740) (5,710)
246 89
3,280 651
1,200 950
24,688 17,392
1,356 518
109,001 54,404
(54,365) (9,569)
(13,375) 32,009
(5,997) (4,408)
(17,996) (38,249)
17,268 34,187
(4,360) 491
(1,968) (2,276)
(3,280) (649)
- ()
7,660 31,751
(39,803) (44,274)
(486) =
258 1
174 348
- (5,800)
(39,857) (49,725)
98,681 46,561
2,260 162
(60,959) (25,868)
(9,284) (29,929)
- (81)
30,698 (9,155)

VEEKO INTERNATIONAL HOLDINGS LIMITED
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2008 2007
T T#HT
HK$’000 HK$'000
W& KB4 %8 H WA FE NET DECREASE IN CASH AND CASH EQUIVALENTS (1,499) (27,129)

VB E B &S EH CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR 25,023 52,065
A e B R 588 ) 2 5 EFFECT OF FOREIGN EXCHANGE RATE CHANGES 1,298 87
ERNBIERBEEHEH CASH AND CASH EQUIVALENTS AT END OF THE YEAR 24,822 25,023

4 Representing by:

SRATREAE KBl 4 Bank balances and cash 25,855 25,429
PATIE X Bank overdrafts (1,033) (406)
24,822 25,023
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For the year ended 31st March, 2008
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The Company was incorporated as an exempted company with limited liability
in the Cayman Islands and its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The directors consider the parent and
the ultimate holding company is Silver Crown Profits Limited, a company
incorporated in the British Virgin Islands. The addresses of the registered office
and principal place of business of the Company are disclosed in “Corporate
Information” of the annual report.

The consolidated 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 36.

2.  Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")

In the current year, the Group has applied, for the first time, the following new
standards, amendments and interpretations (“new HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”), which are effective for
the Group’s financial year beginning 1st April, 2007.

Capital Disclosures

B A 5

Financial Instruments: Disclosures
ST H - R

Scope of HKFRS 2

T b 1 2 At o R 5 2 5% =

Reassessment of Embedded Derivatives
R L i S =

Interim Financial Reporting and Impairment

H 3T B 2 S T A

HKFRS 2: Group and Treasury Share Transaction
T v FoF 5 ity 4 ) A 2 58— 4 T I AR I AR
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2. JEHHET RRETZH Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")

(Continued)

¥ T 5 i e T ([ o
St 5 o R ) (AF)

WA AW MR REEARGE WM The adoption of the new HKFRSs had no material effect on how the results
S E R M A R MB RN ZH  and financial position for the current or prior accounting periods have been
il B 25 05 AW ARG B - Bk B prepared and presented. Accordingly, no prior period adjustment has been
ZEE AT 20 A 1 [ 2 o required.

AEEOCEP RN FBEFIEALE 19 The Group has applied the disclosure requirements under HKAS 1 (Amendment)
(ERTA) KB M B A 79E 2%  and HKFRS 7 retrospectively. Certain information presented in prior year under
BHLE o MAFEERBEHF WG RIS the requirements of HKAS 32 has been removed and the relevant comparative
NEHRERINZETER BB M information based on the requirements of HKAS 1 (Amendment) and HKFRS 7
R FWGFEAE 15 (EFTA) X/ has been presented for the first time in the current year.

¥ T i 4l o ) 58 7 5% < AH B R Ll o o

CH RRAREELRT -

AR W AR B T A B AR The Group has not early applied the following new and revised standards,
R Z AT KRBT 2 HE R~ 25T 82 amendments or interpretations that have been issued but are not yet effective.
.

HKAS 1 (Revised) Presentation of Financial Statements’

A v 6wk 5 1 5% (BT WHHE RS

HKAS 23 (Revised) Borrowing Costs'

Fr v 8w R 58 23 9% (RIEHT) fi L RAT

HKAS 27 (Revised) Consolidated and Separate Financial Statements?
Fr s & wh A H 58 27 9% (RAEHT) B A B A A B s

HKAS 32 & 1 (Amendments) Puttable Financial Instruments and Obligations Arising on Liquidation’
T v 6 a1 QSR 3258 2 58 1 5% (1B 5T A) W B Al TR % A A 2 B

HKFRS 2 (Amendment) Vesting Conditions and Cancellations’

T b A 2 e o B SR 2 5% (1T AR) i S AR A B i

HKFRS 3 (Revised) Business Combinations?

T Vi B e At o ) A 3 9% (AR AE T E aiiE

HKFRS 8 Operating Segments’

A U 0 755 i R D 5 8 Bt S gid

HK(IFRIC) — Int 12 Service Concession Arrangements?

s (BB ah L B ) — 1298 IR L

HK(IFRIC) — Int 13 Customer Loyalty Programmes*

B (BB EREREEZAS) —RBE135E &P B Es#

HK(IFRIC) - Int 14 HKAS 19 - The Limit on a Defined Benefit Asset,

Minimum Funding Requirements and their Interaction®

A (P B R R HE) R4 A a1 098 — FUE A B A PR - (K G B R W L) B AR

ORZFRFLE A HRZERE ' Effective for annual periods beginning on or after 1st January, 2009.
Z AR I A AR

P ORZFRFUFLA - HRZIEM S 2 Effective for annual periods beginning on or after 1st July, 2009.
Z AR I A AR

PORZFFNE A HRZIEME 3 Effective for annual periods beginning on or after 1st January, 2008.
Z AR B A AR

©ORZFF)NFELA -HRZEME 4 Effective for annual periods beginning on or after 1st July, 2008.
Z AR I A AR
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")
(Continued)

The adoption of HKFRS 3 (Revised) may affect the accounting for business
combination for which the acquisition date is on or after the beginning of
the first annual reporting period beginning on or after 1st July, 2009. HKAS
27 (Revised) will affect the accounting treatment for changes in a parent’s
ownership interest in a subsidiary that do not result in a loss of control, which
will be accounted for as equity transactions.

The directors of the Company anticipate that the application of the other new
or revised standards, amendments or interpretations will have no material
impact on the results and the financial position of the Group.

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
HKFRSs issued by the HKICPA. 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.
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Significant Accounting Policies (Continued)
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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.

Revenue from sales of goods is recognised when the 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.

Investment properties

Investment properties are properties held to earn rental and/or for capital
appreciation.

On initial recognition, investment properties are measured at cost, including
any directly attributable expenditure. Subsequent to initial recognition,
investment properties are measured at their fair values 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, including buildings held for use in the
production or supply of goods or services, or for administrative purposes other
than construction in progress 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 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.
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Significant Accounting Policies (Continued)

Property, plant and equipment (Continued)

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.

Depreciation is provided to write off the cost or fair value of items of property,
plant and equipment other than construction in progress over their estimated
useful lives and after taking into account of their estimated residual value, using
the straight-line method.

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.

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.
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Significant Accounting Policies (Continued)

Impairment losses

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.

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

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.

Leasehold land and building

The land and building elements of a lease of land and building are considered
separately for the purpose of lease classification, unless the lease payments
cannot be allocated reliably between the land and building elements, in which
case, the entire lease is generally treated as a finance lease and accounted for
as property, plant and equipment. To the extent the allocation of the lease
payments can be made reliable, leasehold interests in land are accounted for
as operating leases except for those that are classified and accounted for as
investment properties under fair value model.
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Significant Accounting Policies (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
calculated using the first-in, first-out method.

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. Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified as loans and receivables.
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Effective interest method

The effective interest method is a method of calculating the amortised cost of
a financial asset and of allocating interest income over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash
receipts (including all fees on points paid or received that form an integral part
of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where appropriate, a shorter
period. Income is recognised on an effective interest basis for debt instruments.

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
(including trade and other receivables, rental and utility deposits, pledged bank
deposits and bank balances and cash) are carried at amortised cost using the
effective interest method, less any identified impairment losses (see accounting
policy on impairment loss on financial assets below).

Impairment of loans and receivables

Loans and receivables are assessed for indicators of impairment at each balance
sheet date. Loans and receivable are impaired where there is objective evidence
that, as a result of one or more events that occurred after the initial recognition,
the estimated future cash flows have been impacted.

For loans and receivables, objective evidence of impairment could include:

significant financial difficulty of the issuer or counterparty; or
default or delinquency in interest or principal payments; or

it becoming probable that the borrower will enter bankruptcy or financial
re-organisation.

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.
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Impairment of loans and receivables (Continued)

The carrying amount of the loans and receivables is reduced by the impairment
loss directly.

If, in a subsequent period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment
losses was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent 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 Group’s financial
liabilities are generally classified into other financial liabilities.

Distributions settled in share are recorded at market price at the date of issue,
and credited to the share capital and share premium respectively.

Effective interest method

The effective interest method is a method of calculating the amortised cost of
a financial liability and of allocating interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future
cash payments through the expected life of the financial liability, or, where
appropriate, a shorter period. Interest expense is recognised on an effective
interest basis.

Financial liabilities

Financial liabilities of the Group including trade and other payables, secured
bank borrowings and secured bank overdrafts are subsequently measured at
amortised cost, using the effective interest method.
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)
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.

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.
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Significant Accounting Policies (Continued)
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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.

Deferred tax liabilities are recognized for taxable temporary differences arising
on investments in subsidiaries, except where the Group is able to control the
reversal of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset 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.
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Significant Accounting Policies (Continued)

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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4. Key Sources of Estimation Uncertainty

In the application of the Group’s accounting policies, which are described
in note 3, the directors of the Company are required to make judgements,
estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future
periods.

The following are 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.

Deferred taxes

As at 31st March, 2008, a deferred tax asset of HK$2,289,000 (2007:
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$56,625,000 (2007: 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.

Allowance for inventories

The management of the Group reviews the inventories listing at each balance
sheet date, and makes allowance for obsolete and slow-moving inventory items
identified based on their estimation and experience. As at 31st March, 2008,
the carrying amount of inventories (net of allowances) is HK$194,566,000 (2007:
HK$132,636,000). The management estimates the net realisable value for such
finished goods based primarily on the latest invoice prices and current market
conditions. If the conditions of inventories are deteriorated, resulting in an
allowance of recoverable amount, additional allowances may be required.
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5. Capital Risk Management

The Group manages its capital to ensure that entities in the Group will be able
to continue as a going concern while maximising the return to stakeholders
through the optimisation of the debt and equity balance. The Group’s overall
strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which includes secured
bank borrowings disclosed in note 24, cash and cash equivalents and equity
attributable to equity holders of the Company, comprising issued share capital,
reserves and retained profits.

The directors of the Company review the capital structure on a regular basis.
As part of this review, the directors consider the cost of capital and the risks
associates with each class of capital. Based on recommendations of the
directors, the Group will balance its overall capital structure through the
payment of dividends, new share issues as well as the issue of new debt or the
redemption of existing debt.
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6a. &l T H 6a. Categories of financial instruments
2008 2007
Tt T
HK$’000 HK$'000
& RE E Financial assets
R M M WOk IE Loans and receivables
(BFEHRERIALSEMHEH) (including cash and cash equivalents) 117,299 94,771
4x i £ Financial liabilities
WAE R A Amortised cost 76,851 37,275
6b. FA s B PR H B & 6b. Financial risk management objectives and polices
B3R

ARMEREMTAGHER S LM The Group’s major financial instruments include trade and other receivables,
FEWORIE ~ AL BOK B % e~ AEIAIER rental and utility deposits, pledged bank deposits, bank balances and cash,
itk > ATHE LBl > BB MM trade and other payables, secured bank borrowings and secured bank
JRE A sk S~ AT HR AT SR AT A BT T AT HE AT 4t overdrafts. Details of the financial instruments are disclosed in respective
9B 3 o 4 il TR AR 4% M v 4 notes. The risks associated with these financial instruments include market risk
B o BLUL A 4 i T R AT B R B R A (represented by currency risk and interest rate risk), credit risk and liquidity
By BB (i 5 05 B SR R EBR) ~ Y risk. The policies on how to mitigate these risks are set out below. Management
R B B 3 B8 i IR e R A DA B manages and monitors these exposures to ensure appropriate measures are
FRRZBOR o WG B RIS implemented on a timely and effective manner.

JE B > DA AR R AT R I K DL H U5 AT

WA IR -
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6. Financial Instruments (Continued)

6b.

Renminbi (“RMB”)

Japanese Yen (“Yen”)

Financial risk management objectives and
polices (Continued)

Market risk

(i)

Currency risk

Several subsidiaries of the Company have foreign currency
purchase and secured bank borrowings, which expose the Group
to foreign currency risk. Approximately 72% (2007: 76%) of costs
are denominated in the group entity’s functional currency. The
Group currently does not have a foreign currency hedging policy.
However, the management closely monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arises.

The Group’s currency risk is mainly attributable to the exposure
outstanding on payables and bank borrowings denominated in
RMB and Yen. The carrying amounts of at the reporting date are

as follows:
20z g
Assets Liabilities
2008 2007 2008 2007
Tt Tt T Tt
HK$’000 HK$’000 HK$’000 HK$'000
431 509 945 590

6 38 10,397 102
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6. Financial Instruments (Continued)

6b.

Impact on profit

Financial risk management objectives and
polices (Continued)

Market risk (Continued)

(i)

Currency risk (Continued)

Sensitivity analysis

The following table details the Group’s sensitivity to a 5%
increase and decrease in the functional currency of each group
entity against the relevant foreign currency. 5% is the sensitivity
rate used when reporting foreign currency risk internally to
key management personnel and represents management’s
assessment of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts their
translation at the year end for a 5% increase in foreign currency
rates. A positive number below indicates an increase in profit
for the year where the functional currency of each group entity
strengthens 5% against the relevant foreign currency. For a 5%
weakening of functional currency of each group entities against
the relevant currency, there would be an equal and opposite
impact on the profit and other equity, and the balances below
would be negative.

NG a2 HH Z %
RMB impact Yen impact
2008 2007 2008 2007
Tt T T Tt
HK$'000 HK$’000 HK$’000 HK$’000
21 3 429 3
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6. Financial Instruments (Continued)

6b.

Financial risk management objectives and
polices (Continued)

Market risk (Continued)

(ii)

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to
fixed-rate bank deposits (see note 21 for details of the balance).
The management considers the fair value interest rate risk is
limited due to the short maturity of the bank deposits.

The Group is also exposed to cash flow interest rate risk
in relation to variable-rate short-term bank deposits, bank
overdrafts and bank borrowings (see notes 22 and 24 for details
of these balances). It is the Group’s policy to keep its borrowings
at floating rate of interests so as to minimise the fair value
interest rate risk.

The Group's exposures to interest rates on financial liabilities are
detailed in the liquidity risk management section of this note.
The Group cash flow interest rate risk is mainly concentrated
on the fluctuation of Hong Kong Interbank Offer Rate (“HIBOR")
arising from the Group’s HKS borrowings.

The Group currently does not have any interest rate hedging
policy in relation to fair value and cash flow interest rate risks.
However, management monitors interest rate exposure on
ongoing basis and will consider hedging significant interest rate
change should the need arise.

Sensitivity analysis

The sensitivity analyses below have been determined based on
the exposure to interest rates for variable-rate bank deposits,
bank overdrafts and bank borrowings at the balance sheet
date. The analysis is prepared assuming the amount of liability
outstanding at the balance sheet date was outstanding for
the whole year. A 50 basis point increase or decrease is used
when reporting interest rate risk internally to key management
personnel and represents management’s assessment of the
reasonably possible change in interest rates.
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6. ST HH) 6. Financial Instruments (Continued)
6b. I JE\ b B H AR R 6b. Financial risk management objectives and
BUR (4) polices (Continued)
177 55 Jl b () Market risk (Continued)
(ii) T 2 1 i () (ii) Interest rate risk (Continued)
i A 2 2 v W AR 501 If interest rates had been 50 basis points higher/lower and all
B H T A At 5 AR other variables were held constant, the Group’s profit before
Frss s AEMBREZ taxation for the year ended 31st March, 2008 would decrease/
FNE=ZH=Z+—HIE increase by HK$187,000 (2007: decrease/increase by HK$31,000).
AR 8 2 B BTt A R RE This is mainly attributable to the Group’s exposure to interest
WA W8 Im187,0009 J& rates on its variable-rate bank deposits, bank overdrafts and bank
(ZRFLE: WP W borrowings.
fn31,000% c) o Bb 75 £
Gy A N L
RPATHR -~ RITBEZX K
SRAT A £ Z P 2 Jm B
15 5 b Credit risk
R_RZEFNE=ZH=1T—H W As at 31st March, 2008, the Group’s maximum exposure to credit risk
¥R AT A B A TR which will cause a financial loss to the Group due to failure to discharge
A R AT o AR [ ZE AR I an obligation by the counterparties is arising from the carrying
3 51 B AR AR ) B 1R B amount of the respective recognised financial assets as stated in the
KRG EE R G REAMERN consolidated balance sheet.
% Z R o
s T AR A5 R R B o AR 4R A In order to minimise the credit risk, the management of the Group has
P O 2 UK B A AR B delegated a team responsible for determination of credit limits, credit
BE ~ A5 SRR A B R approvals and other monitoring procedures to ensure that follow-up
DL e AR R TR AE A7 B 4 Wi 3 % action is taken to recover overdue debts. In addition, the Group reviews
TH o BEAb > AAE & A5 S H the recoverable amount of each individual trade debt at each balance
2% B A8 ) B 5 A TE 2 RO 4 sheet date to ensure that adequate impairment losses are made for
o AR A TR ] R T S 4 irrecoverable amounts. In this regard, the directors of the Company
FEWALE K - BT & > AA A consider that the Group’s credit risk is significantly reduced.
HRRARAREEZ FREEBD K
MR AR ©
W E 2 B E A K 5 E The credit risk on liquid funds is limited because the counterparties are
2 By T A I B A T A R banks with high credit ratings assigned by international credit-rating
BT R R R Z BT - agencies.
7 42 A N A A R R JEE AR v i The Group has no significant concentration of credit risk, with exposure
Lo H R B 5 4 BUR 2 6 # T spread over a number of counterparties and customers.
&Ik
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6. Financial Instruments (Continued)
6b. I JE b P H AR 6b. Financial risk management objectives and
BR (4) polices (Continued)
I B) B £l B Liquidity risk
% AR B B e T A A L R R A In the management of the liquidity risk, the Group monitors and
RZBE KB & FEEE KT maintains a level of cash and cash equivalents deemed adequate by the
Fy AR A [ 8 B AL A % AR management to finance the Group’s operations and mitigate the effects
BlERyEm 28 UEMHKSE of fluctuations in cash flows. The management monitors the utilisation
Bl a5 B B v ) SRAT of bank borrowings and ensures compliance with loan covenants.
o 82 2 16 DL > 3 e AR T S B K Ak
% o
2 BB AR T IR AT A 4 k6 The following table details the Group’s contractual maturity for its non-
ZAT BRI 2 R o AR A AR AR derivative financial liabilities. The table has been drawn up based on
VT REZE T ROR B R B H the undiscounted cash flows of financial liabilities based on the earliest
A Z AR T B4 b B B AU date on which the Group can be required to pay. The table includes both
i 4 54 > S B RS AR K AR 4 B4 interest and principal cash flows.
i e
REBBNE
k8RS ZA=+-B
T2 S B A IR
Weighted Total Carrying
average  —ANR  —E=fH ZWAZE-E fisEPL L undiscounted amount
effective Less than 13 3 months —RRAE Over5 cash at
interest rate 1 month months to 1 year 1-5 years years flows 31.3.2008
AR T Tz T T T T T
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZERE\E 2008
Fhik 2 RAE Non-derivative
financial liabilities
JERT B 5 R B H Trade and other payables
TR sH - 14474 2923 6 - - 17,403 17,403
HARMRATI Secured bank borrowings
%8 - variable rate 40 7,681 21,088 17,579 11,042 3,613 61,003 58,415
AGMERTIEL Secured bank overdrafts 55 1,039 - - - - 1,039 1,033
23,194 24011 17,585 11,042 3613 79,445 76,851
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6. LRI HHE) 6. Financial Instruments (Continued)
6b. I JE\ b B H AR R 6b. Financial risk management objectives and
BUR (4) polices (Continued)
I B) B <8 )l B () Liquidity risk (Continued)
REZZLE
K584 =H=1+—H
JIHEF- % B W ) 2 blg k| T
Weighted Total Carrying
average —MANR  —F=MA ZWAZE-F fi4EPLE  undiscounted amount
effective Less than 1-3 3 months —FEhH Over 5 cash at
interest rate 1 month months to 1 year 1-5 years years flows 31.3.2007
Rl T T T T T T T
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
“EBLE 2007
Fefird: S & Non-derivative
financial liabilities
JERT B 5 R B S Trade and other payables
JEfS R - 12,260 3,901 15 - - 16,176 16,176
R ER R Secured bank borrowings
) - variable rate 55 16,764 - 4,206 - - 20,970 20,693
HHMTIEL Secured bank overdrafts 8.0 409 - - - - 409 406
29,433 3,901 4221 - - 37,555 37,275
6c. A TVEA 6c. Fair value

BB EMERMAEZAFEMATIEM  The fair value of financial assets and financial liabilities are determined in
BIMBBE SRS EBRMAZEMBE  accordance with generally accepted pricing models based on discounted cash
Ao HHBEBZBIRTIE LS EME  flow analysis using prices or rates from observable current market transactions
F R E o as input.

ARAvERRBR - REGMBWMEI % The directors of the Company consider that the carrying amounts of financial
WERAZ EMEEREMAMZIRT  assets and financial liabilities recorded at amortised cost in the consolidated
fE B A P EAE - financial statements approximate their fair values.
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7. EW KM SR 7. Business and Geographical Segments
XEBaHE Business segments

MNF BRGNS » REBUKMKA  The Group operates and manages the business segments as strategic
BEMIE RS KEMEE S8 > Wk organisational units for internal financial reporting purposes and determined
JE VLR oy 2 4 BAE R ETHR  that business segments by products are its primary reporting segments. As
Ho e Bk, R ZEBE 5 BWAR  a result, the Group’s operations was organised into two reporting segments
WM BRRERSELLRHEY comprising manufacture and sales of ladies fashion and sales of cosmetics.
Kot i o ZEEBEZHBERE  Segment information about these businesses is presented below:

Bl
ZRR)\E 2008
WA 3k INCOME STATEMENT
(13 kst K8 St
Fashion Cosmetics Eliminations Consolidated
R T T T
HK$’000 HK$’000 HK$'000 HK$'000
BRE TURNOVER
5 Sales of goods 601,516 152,708 - 754,224
Sy JETH 2 Inter-segment sales 13 4 (17) =
601,529 152,712 17) 754,224
S I 2 8 5 1R BLAT Inter-segment sales are charged at prevailing market rates.
T 35 A FH A o
Vig B3 SEGMENT RESULT 79,352 3,441 82,793
BE WA M T Increase in fair values of
investment properties 7,740
RAEA FRA Unallocated corporate income 4,010
Vi WA K- 9] Unallocated corporate expenses (5,118)
Al AR Finance costs (3,280)
o3 5 i ¥ A1) Profit before taxation 86,145
LI Taxation (8,219)

AR A JiE ¥ai ] Profit for the year 77,926
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7. R B MV 5 0 (4F)
KB B(H)
Ve i £ 1k

o
o RUE
AL A W B

B

it

ZiEh L
RAMHLA F FAR
Foeg N L

H At BB

BB

BEZE - W Bk M Z VT

R ~ B KB 2 R

BEZZZN\E=ZH=4—HILEE

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 of properties, plant
and equipment

Loss on disposal of property,
plant and equipment

IR ¢
Fashion
TW#oT
HK$'000

336,389

33,010

37,629

19,628

814

ALt
Cosmetics

BRC
HK$'000

67,885

8,390

2,174

5,060

386

Ba
Consolidated
oo
HK$'000

404,274
86,618

490,892

41,400
77,087

118,487

39,803

24,688

1,200

VEEKO INTERNATIONAL HOLDINGS LIMITED
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7.  EH KI5y B () 7. Business and Geographical Segments (Continued)
EW B () Business segments (Continued)
“ERLE 2007
WA ek INCOME STATEMENT
I A stk i3 Frsy
Fashion Cosmetics Eliminations Consolidated
T T T T
HK$'000 HK$’000 HK$'000 HKS$'000
BEE TURNOVER
5 Sales of goods 514,513 127,774 - 642,287
ST Z 8 Inter-segment sales 92 132 (224) -
514,605 127,906 (224) 642,287
IR 2 8 T BLAT Inter-segment sales are charged at prevailing market rates.
TGRS L5 o
Vig B3 SEGMENT RESULT 44,071 (8,647) 35,424
B AP BT Increase in fair values of
investment properties 5,710
KA EAFA Unallocated corporate income 5,380
Vi WA K- 9] Unallocated corporate expenses (5,001)
Rl A Finance costs (651)
o3 5 T ¥ A1) Profit before taxation 40,862
BLIE Taxation (3,901)

AR A JiE ¥ii ] 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 of property, plant
and equipment

Loss on disposal of property,
plant and equipment

IR ¢
Fashion
TW#oT
HK$'000

224,901

33,565

38,913

12,608

479

ALt
Cosmetics

BRC
HK$'000

69,803

4,684

5,361

4,784

471

Ba
Consolidated
oo
HK$'000

294,704
75,631

370,335

38,249
33,310

71,559

44,274

17,392

950
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7.  EH KI5y B () 7. Business and Geographical Segments (Continued)
M I 43 JH Geographical segments

ARG Z R EEMAFW - WM~ & The Group's operations are principally located in Hong Kong, Macau, Taiwan,
W Rk KBz oAb E o A4 Singapore and other regions of the PRC. The following is an analysis of the

o b [ vl 35 B BB AT BN E ¢ Group's sales by geographical market location:
BEM
Turnover
2008 2007
T TW#Io
HK$’000 HK$’000
T s SR Hong Kong and Macau 516,072 457,929
=R Taiwan 112,113 119,582
B Singapore 46,267 36,664
o ] 2 At [ Other regions of the PRC 79,772 28,112

754,224 642,287

DT EEMAERS A EERTE  The following is an analysis of the carrying amount of segment assets, and

B & AP X capital expenditure, analysed by the geographical area in which the assets are
located:
43 G VR i
Carrying amount AP 32
of segment assets Capital expenditure
2008 2007 2008 2007
Tt T#x T# T#IT
HK$’000 HK$’000 HK$’000 HK$’000
s S ™ Hong Kong and Macau 157,774 140,582 8,531 13,721
=p ] Taiwan 40,369 36,075 2,408 2,237
FEVIIE) Singapore 12,608 10,659 1,055 1,524
o ] 22 Al 3 i Other regions of the PRC 193,523 107,388 27,809 26,792
404,274 294,704 39,803 44,274
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8. RhEMA

THIFIHE ARG,
SR AR NGB R 1Y
SRATAE &
JHEZEA T AR AR A R Y
HATAE &
Tl AL B AR A

B P S A4
U I 131
AR
pLEeRe S kit g

MBI

EAERLIE (KsE18)
AR JiE

5 W P 45 B0 TG 122 A 47 BE Al W M R A v A
PBEAR17.5% (= BE L4 :175%) 7155 -

M_ZFZNENHZTAH BREFE
R EBBRBE175%WFE16.5% > H =&
BN/ ZEZIEBEERAERY - RE
ZRENEZA=Z+—H 1k > BRI
R 45 BB 2 R R A R AR
AR NI AT T B 2 o

Y G Al ] % M I A 2 BEIE TG H 7 AB
) I A P B R G o

58 58 58/99/M 5% 15 4> » MR 4% 3% ¥ 4 i M
B SL Z WM A w] (A % [58/99/MA #] 1)
W G SR T Al S RE R BT AR L) o AR
5 58/99/MZ H AN A 1) WL A 4= 2 ] 6 B
N T

BRECZRZN\E=ZH=A4—HILEE

8. Finance Costs

2008 2007
Tt T#T
HK$'000 HK$’000
Interest on:
Bank borrowings wholly repayable
within five years 2,908 649
Bank borrowings not wholly repayable
within five years 372 -
Obligations under finance leases - 2
3,280 651
2008 2007
Ti#t BB
HK$’000 HK$’000
The charge comprises:
Hong Kong Profits Tax
Current year 4,660 3,549
Overprovision in prior years (462) (548)
4,198 3,001
Overseas taxation 4,960 3,668
9,158 6,669
Deferred tax (note 18):
Current year (939) (2,768)
8,219 3,901

Hong Kong Profits Tax is calculated at 17.5% (2007: 17.5%) of the estimated
assessable profit for the year.

On 26th June, 2008, the Hong Kong Profit Tax rate was enacted to decrease
from 17.5% to 16.5% with effect from the year of assessment of 2008/2009. As
at 31st March, 2008, as the proposed reduction of profit tax rate has not yet
been substantively enacted, there was no financial impact for the current 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.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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9. B (4)

LB o B A B s A R B B >
AR AR (THEmE]) -
B R A AR (TS & &) ~
0l B i o O A PR 4 D (Tl BE R D) K
TR ¥ TR L B T3 I O W A R A ]
(TBRM S 1) W) A o 2 ) 488 47 B i
s A A A BB AS BL o T R
= A ) AT Y AR — 2t o I A 3E P AL o
RIS R A I = D)
T A SE v Wy A B ] (TR ZE 2w 1)
43 B AT DA 52 v i 3 A A TR R R
18% 5% 27%

T ASAE BE N > 2 B e T R 5 R 3 R
BH 4 A > i il BE 2 v R TR AR R
FLEFZA=ZH—HIR 20 A BH
HE S — 2 o A ST AS B o B A 3
FIe 45 B8 32t 7% % st e i 4 B 5 8 R AR
E e

W_ZEZLE=ZH+TAH > BEARE
h i R R A B 63 5% A A Hh B A 3 T A
B HEpD - 2 LE+ 2
A8 B > v 13 R e AE A s 6 2 B
AR o 5 TR S RSB EA
18% BB R A ZBLE > MR _F
BN ZRFJUE S F—RE -
B E R R RENE
18% ~ 20% ~ 22% ~ 24% &% 25% ° #i ¥
B K B A0 R R R Bl B 4 R 2 A
ABETARBEE  REBR RS
25% o A48T ¥ ) B G A RN o 4R 27%
MEBEHUBZ AR ZBEME _FFR/)\F
—H—HB%%25% °

Anko
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9. Taxation (Continued)

Pursuant to the relevant laws and regulations in the PRC, Shantou Huanan
Digao Fashion Company Limited (“Huanan Digao”), Shantou Yingko Fashion
Company Limited (“Shantou Yingko”), Shantou Yungao Fashion Company
Limited (“Shantou Yungao”) and Meko Fashion (Zhuhai-Macau Cross Boarder
Industrial Zone, Zhuhai) Company Limited (“Zhuhai Meko”) are entitled to
exemption (“Tax Benefit”) from the PRC enterprise income tax for two years
commencing from their first profit-making year of operation and thereafter,
they are entitled to 50% relief from the PRC enterprise income tax for the next
three years, while JIBEF] & IREA 2 (WZEHA ") and Dong Guan Dico
Fashion Company Limited (“Dong Guan Dico”) are entitled to a preferential PRC
enterprise income tax rate of 18% and 27%, respectively.

During the year, Huanan Digao and Zhuhai Meko have not commenced making
profit while Shantou Yingko is entitled to 50% relief from the PRC enterprise
income tax for the twelve months ended 31st December, 2007. The PRC
enterprise income tax charges are arrived at after taking into account these tax
incentives.

On 16th March, 2007, the PRC promulgated the Law of the PRC on Enterprise
Income Tax (the “New Law”) by Order No. 63 of the President of the PRC. On
6th December, 2007, the State Council of the PRC issued Implementation
Regulations of the New Law. For companies that were qualified under old law or
regulations for incentive tax rate of 18%, the tax rate will progressively increase
to 18%, 20%, 22%, 24% and 25% in year 2008, 2009, 2010, 2011 and 2012,
respectively. For companies that were still under the Tax Benefit period, the New
Law and Implementation Regulations allow the companies to continue to enjoy
the Tax Benefit and the tax rate will change to 25% afterwards. For companies
that were subject to tax rate of 27%, the New Law and Implementation
Regulations will change the tax rate from 27% to 25% from 1st January, 2008.
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9. B (4)
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9. Taxation (Continued)

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

consolidated income statement as follows:

2008 2007
T# TH#IT
HK$'000 HK$’000
Profit before taxation 86,145 40,862
Tax at Hong Kong Profits Tax rate of
17.5% (2007: 17.5%) 15,075 7,151
Effect of different tax rate applicable
to operations in other jurisdictions (4,105) (1,460)
Tax effect of expenses not deductible
for tax purposes 461 257
Tax effect of income not taxable
for tax purposes (39) (37)
Utilisation of tax losses previously
not recognised (576) (37)
Tax effect of deferred tax assets
not recognised 382 80
Tax effect of tax losses not recognised 2,217 2,624
Tax effect of tax exemption granted
to operations in other jurisdictions (4,734) (4,119)
Overprovision in prior years (462) (548)
Others - (10)
Tax charge for the year 8,219 3,901
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10. A AF 5 i Al

BREZZRZN\E=ZH=4—HILEE

10. Profit for the Year

2008 2007
Tt T
HK$’000 HKS$'000
ARAR B i B A0 BR R B & IH Profit for the year has been arrived
at after charging:
B T A B Employee benefits expenses
(BFGEFEME) - (including directors’ emoluments):
35 T 5 Gt 4 ) Salaries and other benefits 187,095 149,086
AR A F] 8 Ak Retirement benefits scheme contributions 6,775 5,005
193,870 154,091
T ) R 5 K T Amortisation of prepaid lease payments 246 89
1% S il T 4 Auditors’ remuneration 1,882 1,483
e R 4y BH X Z A7 B AR Cost of inventories recognised as expenses 262,835 237,219
WG ~ BNk 2 e Depreciation of property, plant
and quipment 24,688 17,392
HE M - R ZIRR Loss on disposal of property,
plant and equipment 1,200 950
WEFA ¢ and after crediting:
WA (BFETEmKZ ) Rental income, with negligible outgoings 3,392 3,244
T IEE 56 W A Net exchange gain 6,297 3,242
Fl BB A Interest income 174 348

Veeko anko
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11. EFHME 11. Directors’ Emoluments

CAf A AL (R F L4 : fifz) #  The emoluments paid or payable to each of the five (2007: five) directors were

FEANZMEWT ¢ as follows:
ZERENE 2008
[} 9@ WRFERE
Mr.Cheng # &L+ Mr.Cheng HmfisA: BikEik
Chung Man,  Ms.Lam Chung  Mr.Yang Mr.Yeung GE
Johnny  Yuk Sum Hoo WeiTak  Wing Kay Total
T#T TH#T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ik Fees - - 100 80 100 280
HAb 4 Other emoluments
e R Salaries and allowances 1,560 660 - - - 2,220
SRR Btk Retirement benefits scheme
contributions 12 12 - - - 24
T4 44 Total emoluments 1,572 672 100 80 100 2,524
“FFELHF 2007
[} 9& WoREERE
Mr.Cheng #HEFHK%L+E Mr.Cheng HikfEkE Bkl
Chung Man,  Ms.Lam Chung  Mr.Yang Mr.Yeung fat
Johnny  Yuk Sum Hoo WeiTak  Wing Kay Total
T T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
g Fees - - 100 80 100 280
HAbm Other emoluments
Fi o R Salaries and allowances 1,560 660 - - - 2,220
SRR a3 ek Retirement benefits scheme
contributions 12 12 - - - 24
T4 B Total emoluments 1,572 672 100 80 100 2,524

MEEFRERE-ZRNER_-ZRLEZN No directors waived any emoluments during the year ended 31st March, 2008
=t Bk A T 4 - and 2007.
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12. & B M 12. Employees’ Emoluments

AN > TfrEE#H AL fFE—A  During the year, the five highest paid individuals included one director
(ZRRLE: ~MNER) KAWESF (2007: one director) of the Company whose emoluments are included in the
I 4 0 A O B SC R EE - R disclosures in note 11 above. The emoluments of the remaining four (2007:
Truh (= FZLE: AL AL & four) highest paid individuals were as follows:

W
2008 2007
Tt T
HK$’'000 HK$’000
e R HoAb R AR Salaries and other benefits 3,450 2,986
AR I 5 4k 5k Retirement benefits scheme contributions 47 46

3,497 3,032

% AR . AR H MM 4 The emoluments of each of the above employees were less than HK$1,000,000
A 141,000,0009 JC © for both years.

13. CfERE 13. Dividends Paid

2008 2007
T#t Tt
HK$'000 HK$'000
A AR JE I HERR A 2 IR Z R Dividends recognised as distribution
during the year:
R\ R R B A 0.8 # Il 2008 interim dividend of HK0.8 cent
(ZRZFLF : Bio.7u#l) (2007: HK0.7 cent) per share 15,882 11,639
R AR B S 5B 1.09 2007 final dividend of HK1.0 cent
(BB ZBRBANEE (2007: 2006 final dividend of
A B BB 1 HA) HK1.1 cents) per share 17,745 18,290

33,627 29,929
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13. CAHBRE (4)
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13. Dividends Paid (Continued)

During the year, scrip dividends were offered in respect of the 2007 final and
2008 interim dividends. These scrip dividends were accepted by the majority of

shareholders, as follows:

2008 2007 2007 2006
v 5] A k] K
Interim Final Interim Final
DRI F¥HoT F¥oT F¥T
HK$’000 HK$’'000 HK$’000 HKS$'000

BB - Dividends:
B4 Cash 4,314 4,970 11,639 18,290
DL BEAR S 72 45 Scrip alternative 11,568 12,775 = =
15,882 17,745 11,639 18,290

AR B BIRE BRI R
KA BE0.9 WAl - T B2 SR AT 8 43 IR
KB > M 8 e 7 B i B ORI 45 R
R R K A

14. FREM

BA

AR B ViR ) Bk A A IR A
T Al 2 R = R

B R -

BT I R AR B A = 3 e
JREE- 358

S P M . R A T e R

L A i 2 R = 0 e
JRE- 258

The 2008 final dividend of HK0.9 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.

14. Earnings Per Share

Earnings:

Profit for the year and earnings for
the purposes of basic and diluted
earnings per share

Number of shares:

Weighted average number of
ordinary shares for the purposes
of basic earnings per share

Effect of dilutive potential ordinary
shares in respect of share options

Weighted average number of
ordinary shares for the purposes
of diluted earnings per share

2008 2007
HK$77,926,000i#7C HK$36,961,000%5 70
1,699,123,467 1,662,435,616
7,289,320 3,636,453
1,706,412,787 1,666,072,069
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15. Investment Properties

T
HK$'000

FAIR VALUE
At 1st April, 2006 46,550
Increase in fair value during the year 5,710
At 31st March, 2007 52,260
Increase in fair value during the year 7,740
At 31st March, 2008 60,000

The fair value of the Group's investment properties at 31st March, 2008 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 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 property’s 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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16. Property, Plant and Equipment

TRTE  HERT HERTEE  RGRES  BEREE  RAERE it
Construction  Leasehold  Leasehold  Plantand Furniture and Office Motor wit
inprogress  buildings improvements  machinery fixtures  equipment vehicles Total
Tin T T T T T T Tt
HK$'000 HKS'000 HK$'000 HKS'000 HKS'000 HK$'000 HKS'000 HK$'000
COST OR VALUATION
At 1t April, 2006 - 10424 72,722 13,769 17,674 9214 3452 127,255
Exchange realignment - - 280 588 57 58 53 1,036
Additions 21N - 14,362 2,758 3373 1,352 258 44274
Disposals - - (7.818) (274) (481) (186) - (8,759)
Surplus arising on revaluation - 1,366 - - - - - 1,366
At 315t March, 2007 21N 11,790 79,546 16,841 20,623 10438 3,763 165,172
Exchange realignment 1,019 1,802 3,251 1.941 38 34 130 83812
Additions 10,576 - 17,31 8,872 1,357 1,761 - 39,803
Disposals - - (9.229) (1,133) (377) (100) - (10,839)
Reclassification (31,105) 30,628 - 90 387 - - -
Surplus arising on revaluation - 3327 - - - - - 3327
At 31st March, 2008 2,661 47547 90,805 26,611 2318 12,440 3,893 206,275
Comprising:
At cost 2,661 - 90,805 26611 2318 12,440 3,893 158,728
At valuation - 2008 - 47547 - - - - - 47,547
2,661 47,547 90,805 26611 2318 12,440 3893 206,275
DEPRECIATION
At 1st April, 2006 = = 53,426 11,724 11,807 6,466 2,255 85,678
Exchange realignment - - 200 537 55 59 38 889
Provided for the year - 764 11,720 1125 1,905 1,368 510 17,392
Eliminated on disposals - - (7,166) (274) (188) (180) - (7,808)
Write back on revaluation - (764) - - - - - (764)
At 31st March, 2007 - - 58,180 13,112 13,579 7713 2,803 95,387
Exchange realignment - 9 2,870 1299 21 239 88 4,726
Provided for the year - 1,300 16,615 2,697 2,154 1,590 332 24,688
Eliminated on disposals - - (7.879) (1,094) (308) (100) - (9,381)
Write back on revaluation - (1,309) - - - - - (1,309)
At 315t March, 2008 - - 69,786 16,014 15,646 9442 3223 141
CARRYING VALUE
At 31st March, 2008 2,661 47547 21,019 10,597 6,672 2,998 670 92,164
At 31st March, 2007 21N 11,790 21,366 3729 7,044 2,725 960 69,785
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16. A E ~ WG Kk il () 16. Property, Plant and Equipment (Continued)

DL bR i R MIEE DAY The above items of property, plant and equipment are depreciated on a

DL TP R H - straight-line basis at the following rates per annum:
e AL TR R B 4R )

Leasehold buildings Over the remaining term of lease

iV S 20%BIEAL AR (DA 2 )

Leasehold improvements 20% or over the terms of the leases, whichever is shorter
T e W 45

Plant and machinery 25%

EICYE S

Furniture and fixtures 20%

WA B

Office equipment 33',%

v

Motor vehicles 20%

MR LRz h ML EA 2 ME L The carrying value of leasehold buildings located on the leasehold land held

b 4 L R R i A A under medium term lease shown above comprises:
2008 2007
T#L Tt
HK$’000 HK$'000

AL Situated

v in Hong Kong 12,210 11,790
B WESIAh outside Hong Kong 35,337 -
47,547 11,790

AREEHHERFER _-FENE=ZH The leasehold buildings of the Group were revalued at 31st March, 2008 by
S+ —HmBW e FEMMEMSE —KTF®  Savills Valuation and Professional Services Limited, independent professional
MW AG M R HEB M AR A AL AT valuers, on an open market value basis.

I AT AL -

Ao FEL 5 AL P S AT T AN - AIRLEEMESE I leasehold buildings had not been revalued, they would have been included
30 € 39 BE St BUAS 95 9 2 51 47 #540,233,000 in these consolidated financial statements at historical cost less accumulated
Wt (ZFE L4 8,868,000 0) 5t A depreciation of HK$40,233,000 (2007: HK$8,868,000).

¥ Etgiips 2830
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17.  FAHHL B K 17. Prepaid Lease Payments
AR ] 2 TE A R BRI A The Group'’s prepaid lease payments comprise:
2008 2007
Tt F¥#T
HK$'000 HK$'000
WA E L Leasehold land in Hong Kong:
rh L Medium-term lease 3,507 3,596
BTN L Leasehold land outside Hong Kong:
hHIAE Medium-term lease 6,140 5,800
9,647 9,396
2 E Z 5 Analysed for reporting purpose as:
T A Current asset 254 242
B G A Non-current asset 9,393 9,154

9,647 9,396

18. EERIIE 18. Deferred Taxation

T OC R A S B B BB AE RS W HIHE The following are the major deferred tax assets (liabilities) recognised by the
R RERE RIS & (B ) XFBAE  Group and movements thereon during the current and prior reporting periods:

g5
B WEBUEYTE BiJE fe 4
Revaluation of Accelerated tax Tax HAts At
properties  depreciation losses Others Total
T Tl T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A%H The Group
REZZZANENA—H At 1st April, 2006 (3,829) 1,198 213 (117) (2,535)
REEAWARE S (Charge) credit to consolidated
(F%) ik A income statement (991) 493 1,695 1,571 2,768
ARESS H 5 % Charge to equity (373) - - - (373)
T8 i 2 5 Exchange differences = ) = = )
REFFLEZA=+—H  At31st March, 2007 (5,193) 1,684 1,908 1,454 (147)
REFFWAREH (Charge) credit to consolidated
(F%) 3k A income statement (1,319) (396) 381 2,273 939
RS 5 % Charge to equity (1,059) S = = (1,059)
52 5 Exchange differences = 276 = = 276
REEZNEZA=+—H  At31st March, 2008 (7,571) 1,564 2,289 3,727 9
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18. JEIEBLH (4)

B2 5 A R AR o A TR B
B R BT RS o T 30 B
T 5 2 308 J0E 58 L 465 B 40 A

B AR

MREBRNE=ZA=+—H > AREET
B HE 8 2R 2 ¥ A 1 1 AR Y L B 48 %
69,705,000% JC (Z= & % L4 : 58,150,000
#ot) o A4 B 513,080,000 G (=
FE L4F £ 10,903,000% J8) Z BiIE I H
e w2 3R 42 B TEU A o W R RB DR R 2R
it Bl 2 U > U N 6 B R T 5 R By AL
JH 5 1656,625,000% 6 (ZF % L4«
47,247,000% JC) T 5% 3% 4E B IE & E o R
MERBLEEEBFH R R NEE
F-EZH(CEFLE ZETAEE
F—T4F) B 1] 212,705,0008 70 (R E
L4 ¢ 2,261,000%70) 515 o At i AT
I PRI 45 0 o

MRoBBNE=ZA=1+—H > AEMZ
A 1AL IR 28 4 452,635,0008 08 (—F
ZL4E 2 455,00000) o M AT RE A AL
JRE R 16 1 DA 1K 1 bk v 0 B W IRy 2 A -
HRC NI S Ak 5% A T AT BT I 2 AR R
I B o

HZZZ)E—H—HR - h AL
SE F I B 2 D 28T 1) B R 4 YR A B Z
R 43 YR AR B i R IR A BB o B S
i A 28 A2 I 2 25 B A % 7,740,0009 T8
(ZZRLE W) - IR AREEA RN
2 1) 458 1007 I 25 R 2 I TR BT R ZE R R
B TSN A ol R R AR A B
1 7 R R A B IE A o
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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:

2008 2007

BRI TF¥I0

HK$’000 HKS$'000

Deferred tax assets 7,580 5,046
Deferred tax liabilities (7,571) (5,193)
9 (147)

At 31st March, 2008, the Group has unused tax losses of HK$69,705,000 (2007:
HK$58,150,000) available for offset against future profits. A deferred tax asset
has been recognised in respect of HK$13,080,000 (2007: HK$10,903,000) of such
losses. No deferred tax asset has been recognised in respect of the remaining
unused tax losses of HK$56,625,000 (2007: HK$47,247,000) due to the
unpredictability of future profit streams. Included in unrecognised tax losses are
losses of HK$12,705,000 (2007: HKS$2,261,000) that will expire in 2009 to 2013
(2007: 2009 to 2012). Other losses may be carried forward indefinitely.

At 31st March, 2008, the Group has deductible temporary differences of
approximately HK$2,635,000 (2007: HK$455,000). 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.

Starting from 1st January, 2008, the Tax Law of the PRC requires withholding
Tax upon the distribution of undistributed retained profits earned by the PRC
subsidiaries to the shareholders. Deferred tax has not been provided for in
the consolidated financial statements in respect of the temporary differences
attributable to such profits amounting to approximately HK$7,740,000 (2007:
Nil) as the Group is able to control the timing of the reversal of the temporary
differences and hence it is probable that the temporary differences will not
reverse in the foreseeable future.
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19. 78 19. Inventories

2008 2007
T 0 T
HKS$’000 HK$'000
JERE Raw materials 23,542 18,176
e 5 Work in progress 33,925 18,050
BB Finished goods 137,099 96,410
194,566 132,636

20. FEWHE 5k E & H A 20. Trade and Other Receivables

ES
i W X TR

JRE WL 7k JE 2008 2007
T 0 T
HKS$’000 HKS$'000
JEWC & 5wk 8 Trade receivables 40,149 25,196
L At R Ok TR Other receivables 9,100 5,099
JFE WA B 5 ek Lk At WAk D AR Total trade and other receivables 49,249 30,295

7 55 1)k G 6 B ME A JE WORK JEL T 45 7300 The Group allows 30 to 60 days credit period for receivables from sales counters
HE60HZ M s MsaTFHEX)TZ  and an average credit period of 60 to 120 days to its wholesale customers. The
45 W/ Te0H 2120H - EWE 5 following is an aged analysis of trade receivables at the reporting date:

ARIEZ MR B AT F -
2008 2007
Tt T
HK$’000 HKS$'000
30H Within 30 days 27,308 17,521
31—60H 31-60 days 9,845 4,207
61—90H 61-90 days 1,287 571
#8190 H Over 90 days 1,709 2,897

40,149 25,196

VEEKO INTERNATIONAL HOLDINGS LIMITED
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20. JEWCH 5 sk H K& b
W Wk S ()

% A T e A AR TR AL B P R - B e
AR P ZBAAE A8 > DLET AL B E
FPRZESRR > Wil €% P 26 8H
BE o A AR & 2 {5 AT SR RAF HW B =2
FRRGEGEEHEE e HERRTE
FZESHE - RAFH > 2% (2%
LAE : 86%) 2 HE W 5 MR kOl 6 R g A
e 8k o EL 3 I 26 40T sl A0 ) B A

A 58 1B 2 JE W BT B Ak T A A AR i H
178 391 2 WE WOk I > 72,996,000 T (—
TR LA+ 3,468,000% J0) > A 42 ] 3 %
A SR A A A o AR 4 P AR A % S
X F A A TR

78 39145 R Bl AE = HE W ) 5
K IR ¢ 0 B

61—90H
91—120H

it

ok T Ry AL R R — IR ERAT R 2
AR T 8RAT Z 3K o % AE AR E TR DL
BRI RATAE B > MO A I B B A o
MERR)EZH =1 —HZ CHH R
A7k Z 5 B 2% =8 H 8e L F © %
17k B 52.62% (R L4 :3.6%) Z
B 7 47 Fl 3 o
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20. Trade and Other Receivables (Continued)

Before accepting any new wholesale customers, the Group assesses the
potential customer’s credit quality by investigating their historical credit record
and define credit limits by customer. Credit sales are made to customers with
a satisfactory trustworthy credit history. Credit limits attributed to customers
are reviewed regularly. At the balance sheet date, 92% (2007: 86%) of the trade
receivables that are neither past due nor impaired without default payment
history.

Included in the Group’s trade receivable balance are debtors with aggregate
carrying amount of HK$2,996,000 (2007: HK$3,468,000) which are past due at
the reporting date for which the Group has not provided for impairment loss.
The Group does not hold any collateral over these balances.

Ageing of trade receivables which are past due but
not impaired

2008 2007

T Tt

HK$’000 HK$'000

61-90 days 1,287 571
91-120 days 1,709 2,897
Total 2,996 3,468

21. Pledged Bank Deposit

The amount represents deposit pledged to a bank to secure general banking
facilities of the Group. The deposit was pledged to secure short-term bank
borrowings and was therefore classified as a current asset. The pledged bank
deposit had original maturity of three months or less as at 31st March, 2008.
The deposit carried fixed interest rate of 2.62% (2007: 3.6%) per annum.
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22. WITHGELRBE HIK
HERATE X

AT R A7 J Bl &

A4 2 AT A5 AF 1R BUAT BT F K AR
AR A F0.01%E2.62% (= FF L4 :
1.25%%23.6%) 5 B > JR T M & = A
HPAF o

A R AT 3

KA SRAT 7 3 3 BT BRAE A R A P5.25%
27.00% (ZFE L : 7.75%%8.50%) 7
B e

23. i B 55 ik I H Al
i 2 35

MRoRENE=ZH=1+—H  KEHZ
JE A} B B ik T S At JE Ak I A 6 E A
B 5wk JE #59,006,0009 76 (R F L4
7,814,000 5C) ° MEAT B 5 sk IH 2 Wk i 43
Mt T

30HN
31—60H
61—90H
#i90 H

A 4 [0 HE A 2 S sk I b LA B 4R I 8
Z My e & W LA 2 B W R B 2 & wn
T

RoFFNE=A=1+—H
RoFFLE=ZA=1+—H

RE_ZZ)\GF=ZA=1T—HILFE

22. Bank Balances and Cash/Secured Bank Overdrafts

Bank balances and cash

The Group's bank deposits carry interest rate at prevailing bank deposits rates
ranging from 0.01% to 2.62% (2007: 1.25% to 3.6%) per annum and have an
original maturity of three months or less.

Secured bank overdrafts

The secured bank overdrafts carry effective interest rate ranged from 5.25% to
7.00% (2007: 7.75% to 8.50%) per annum.

23. Trade and Other Payables

At 31st March, 2008, included in the Group’s trade and other payables were
trade payables of HK$9,006,000 (2007: HK$7,814,000). Details of the aged
analysis of trade payables are as follows:

2008 2007

T#T T#T

HK$’000 HK$'000

Within 30 days 7,322 7,466
31 - 60 days 572 271
61 - 90 days 1,034 64
Over 90 days 78 13
9,006 7,814

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:

VAN R¥E wHIE VL H BEGHE
Denominated in
RMB Yen
TH#IT T#T
HK$'000 HK$’000
At 31st March, 2008 945 176
At 31st March, 2007 590 -

VEEKO INTERNATIONAL HOLDINGS LIMITED
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24. FHIKMHFPIT A E 24. Secured Bank Borrowings

2008 2007
T TH#IT
HK$’000 HK$'000
AT HK Bank loans 47,102 20,000
#E K Import loans 11,313 693
58,415 20,693
A IR ERAT B Z B HE VLI T The maturity of secured bank borrowings is as follows:
2008 2007
T T#x
HK$’000 HK$'000
JRE A MRk Z MR THIAH - Carrying amount repayable:
REOR B — 4 N R On demand or within one year 44,900 20,693
—4E DL _AB S 0 i 4R More than one year but not exceeding
two years 2,686 —
WIAE DL BB i = 4 More than two years but not exceeding
three years 2,790 -
SR, RSB D4R More than three years but not exceeding
four years 2,265 -
VY4 DL B AB R A A More than four years but not exceeding
five years 2,253 -
Fik: ) o More than five years 3,521 =
58,415 20,693
W B AT RN Less: Amounts due within one year shown
—HENB M 2 &% under current liabilities (44,900) (20,693)
13,515 -
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24. A ICHPERAT K () 24. Secured Bank Borrowings (Continued)

A R B AR R (AT AR EAM  The Group has floating rate borrowings which carry effective interest rates
[{]) I+ F2.6%%55% (ZFE L4 : 2%%  (which are also equal to contracted interest rates) ranging from 2.6% to 5.5%
7.5%) Z [H] Z 1% B Al R AE & o (2007: 2% to 7.5%) per annum.

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

AHE 2 AR ) SR AT A B R ¢ the functional currency of the relevant group entities are set out as below:
DA H [HEHE
Denominated in Yen
TH#IT
HK$’000
RoFFNE=ZA=1+—H At 31st March, 2008 10,221
HoFRZEE=ZA=1+—H At 31st March, 2007 102

SRAT i 55 DUACSE I 5 T 3 728 4 1G4 o The bank borrowings are secured by certain assets of the Group.
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25. Share Capital

r ]
N 7

A
Number of fE A
ordinary shares Value
Tt
HK$'000
HER (FREE0.01%#5T) Ordinary shares at HK$0.01 each
BE Authorised:
PRRNEMA—H -~ At 1st April, 2006, 31st March,
“RFLERCRENGE 2007 and 2008
EVHES 10,000,000,000 100,000
CEAT R ¢ Issued and fully paid:
RERBNENH—H At 1st April, 2006 1,661,700,000 16,617
PRI AT {3 J J2 R i 8 47 e Ay Issue of shares upon exercise of
share options 1,000,000 10
RoRFLE=ZA=1—H At 31st March, 2007 1,662,700,000 16,627
BRI A5 0 ek Je 8 T 6 AT IR A (M 1) Issue of shares upon exercise of
share options (note 1) 12,800,000 128
PR B 4 I B B AT I8 4 Issue of shares in lieu of cash
(Htit2) dividends (note 2) 92,163,602 922

RoFFNE=ZA=+—H At 31st March, 2008 1,767,663,602 17,677

W Rt : Notes:

1. REEZRFAE=ZHA=Z4+— 1. During the year ended 31st March, 2008, 10,800,000 and 2,000,000 share
H ik 4F B B # > 10,800,000 % options were exercised at HK$0.162 and HK$0.255 per share, respectively,
2,000,000 B HE 43 1] 3% 45 J§0.162 resulting in issue of a total of 12,800,000 ordinary shares of HK$0.01 each in
W0 J20.255¥ L AT » B A A the Company.

H] B AT A $£12,800,000/8 4 I H
fHO.01# T 2 W iE ik -

2. R_ZR2EETHRLE R =ZF 2 On 9th October, 2007 and 29th February, 2008, the Company issued and
ZNEZHZTILH » KRAFE 4 allotted a total of 50,099,676 ordinary shares and 42,063,926 ordinary shares
B DA 4 B0.255% J£0.275% 7€ » of HK$0.01 each at HK$0.255 and HK$0.275 each, respectively, in lieu of cash
B 4T I L B 15 4£50,099,676 1% K for the 2007 final and 2008 interim dividends.
42,063,926/ 5 JI i {E0.013# 7T Z

WAk IR R EEKRY
B2 FNEPHBERE -

T A AE B N B 4T 2 A AR 4% 7 i B B AT The shares issued during the year rank pari passu with the then existing shares
R Z B B A W AL o in all respects.
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26. ERIJEBERY

R-ZREETHLHEEZRZEN\E D
HZ 4B » &R A F 4 5l 4% 5 80.255
W o0 K 0.275% o 0 BEAT KO B A 3t
50,099,676 & 42,063,9268 & I 1fi {£0.01
Wz BB IR R LA KY
F_RZ)\FEPHBERE -

A3 1 2 7K LA

A4 BE N > AR 4R AR R A AL S A
ZHMFHEWT ¢

B fIAH B R

TAAE TR > A BN T AL R
SRR > T I 2 R AR e KA
FESREWMT ¢

—HRN
BoBENIAE (BFERMES)
hAEY R

Wi % 45 AR 35 A > A 45 [ T fE ZE AL T 1 1
i i ¥ B A DU o R T4 3 S A A
V4 AL 4B A 3 o

A8 A BT K T S AR AR L e T R R
il B~ A 2 fL & o ML T
B AR E K ML R T 3 = AR
K e

REZRB/\FZA=+—H LT
26. Major Non-cash Transactions

On 9th October, 2007 and 29th February, 2008, the Company issued and
allotted a total of 50,099,676 ordinary shares and 42,063,926 ordinary shares of
HK$0.01 each at HK$0.255 and HK$0.275 each, respectively, in the Company in
lieu of cash for the 2007 final and 2008 interim dividends.

27. Operating Leases

The Group as lessee

During the year, the Group made rental payments for buildings under operating
leases as follows:

2008 2007

T#T T

HK$’000 HK$’000

Minimum lease payments 162,017 154,158
Contingent rental payments 14,553 14,378
176,570 168,536

At the balance sheet date, the Group had commitments for future minimum
lease payments under non-cancellable operating leases which fall due as
follows:

2008 2007

T#x T¥#T

HK$’000 HK$'000

Within one year 144,290 145,297
In the second to fifth year inclusive 170,668 95,772
Over five years 325 1,752
242,821

315,283

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 outlets.

Operating lease payments represent rental payable by the Group for certain of
its retail outlets and office properties. Leases are negotiated for an average of
three years and rental are fixed for an average of three years.
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27. REME(H) 27. Operating Leases (Continued)
AHE AR 2 HRLA The Group as lessor

AR > ) FE AL S I %3,329,000%  Property rental income earned during the year was HK$3,329,000 (2007:
6 (S BF LA £ 3,244,000 00) - %% HK$3,244,000). The properties generated rental yields of 6% (2007: 6%) on an
MR B E 6% (ZREL4 : 6%) M4 ongoing basis. All of the properties held have committed tenants for one year.
Wtk o AR AW ERRKR —FEEH K

WHHEZHE o

A > AREEBEMF R L AR o ML At the balance sheet date, the Group had contracted with tenants for the

TR B AR B ARF 4 following future minimum lease payments:
2008 2007
Tt TH#IT
HK$’000 HK$'000
—4EN Within one year 872 2,520
BRBLE (BFERRE) In the second to fifth year inclusive - 163
872 2,683
28. EARKIE 28. Capital Commitments
2008 2007
T 0 T
HK$'000 HK$'000
TR EWE - BB AREZ Capital expenditure in respect of the
AR BH 3T AE AR R acquisition of property, plant and
FR A B R B equipment contracted for but not
provided in the consolidated

financial statements 2,407 -
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29. &K

WAEEHE > AR BT T AT DU
T 45 7 A AR A — M SRAT T Y
T 8

BV
B A A
R

L G

30. i BEREET 3

WMBEARAF R FFZFIUAHEHE
17 2 BB A AR K Bl 2 8k
S AR BR AN — TEUN MR R 3 (%
#)oBERAERSEERMKE
VARG A v W) 2 A HE 25 - 3 B0 2 B
F B YTV A by T B By 2 AR T %%
Ty BUBEAR AT T R R A o A
O B HE o A RN AR N A Sl
A AR R 2 R B
B ATAT F A N =39 4% & B A% 2 St 8 -

MR AR O ] $R 4 % st ) AR Ao A i
REGH ) > B AT A BT 9% 2 A A i
BEAT IR Ay > A A58 8 R $R A H AR A
B BT A 2 10% ©

AR 2\ E] AR B AL e TR RS B T 1 0% kR
Tl > M A K ST B RS A R JE R AL
Z HARA 6 84T B Z10% ©

HR R AR 2 ] R A % it ) s A e R A i
REFEE] > FEATHE RS AT 5 BT Rt 2 B A
i R AT 1 6 T AR T B AT Y R AR > R
P A A I B AT R 230% o
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29. Pledge of Assets

At the balance sheet date, the following assets were pledged by the Group to
certain banks to secure general banking facilities granted to the Group:

2008 2007

T# TH#IT

HK$'000 HK$’000

Investment properties 60,000 52,260
Prepaid lease payments 3,128 3,208
Leasehold buildings 11,014 10,630
Short term bank deposits 1,000 1,000
75,142 67,098

30. Share Option Scheme

Pursuant to ordinary resolutions passed at the annual general meeting of the
Company on 17th September, 2003, a share option scheme (the “Scheme”) was
adopted by the Company for the purpose of providing eligible participants
with the opportunity to acquire proprietary interests in the Company and to
encourage participants to work towards enhancing the value of the Company
and its shares for the benefit of the Company and its shareholders as a whole.
All directors, full-time employees and any other persons who, in the sole
discretion of the board of directors of the Company, have contributed or will
contribute to the Group are eligible to participate in the Scheme.

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

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

The total number of shares of the Company which may be issued upon exercise
of all outstanding options granted and yet to be exercised under the Scheme or
any other share option scheme adopted by the Company must not exceed 30%
of the shares in issue from time to time.
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30. 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 HKS1.

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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Ji Jo i Wt 2 (A7)

AR B AR 4 AR TR AR R 4
HH 2 S PR S A 2 S e R 2 S

RREZRZRZNE=ZA=1—HIREE

o

il
Date of grant

“RE=EH- A

18th November, 2003

R
18th November, 2003
REWEA
21st September, 2004
SRR
21st September, 2004

“EREN AR

16th August, 2006

“EREN AR

16th August, 2006

“RBLEAHNH

4th June, 2007

“RFLEAANA

4th June, 2007

ARERTTE
Exercisable at
the end of the year

TEF 7 B
Weighted average
exercise price

Trbi
Vesting period

ZRREE-ATARR
S T
18th November, 2003
to 17th November, 2005

ZRREE-ATARR
“ZRLET-ATLH
18th November, 2003
to 17th November, 2007

e
“ERRERA A
21st September, 2004
to 20th September, 2006

e
“ER\ERAZAH
21st September, 2004
to 20th September, 2008

SRBEAATARE
“ZRNEARTLR
16th August, 2006
to 15th August, 2008

SRBEAATARE
e S LI NiR
16th August, 2006
to 15th August, 2010

ZEREEANNAR
ZF-REANZR
4th June, 2007
to 3rd June, 2010

L
ZEF-CHEANAZH
4th June, 2007
to 3rd June, 2012

RE_ZZ)\GF=ZA=1T—HILFE

30. Share Option Scheme (Continued)

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

During the year ended 31st March, 2008:

REZZFLA RZZ% )4
MA-H  REER REER REER ZA=TR
AT b4 #ih fid RE O MR
Exercise Balance Granted  Exercised  Cancelled Outstanding
iid price at during during during at
Exercisable period per share 1.4.2007 the year the year theyear  31.3.2008
(Hit)
(Note)
ZEFIEF-HTARE 0.1620%7C 10,300,000 - (10,300,000 = -
ZRBEET-ATEH HK$0.1620
18th November, 2005
to 17th November, 2007
ZRREF-NTARE 0.1620%7C 16,500,000 - (500,000) (1,000,000) 15,000,000
ZRBNET-ATEH HK$0.1620
18th November, 2007
to 17th November, 2009
S Yy <y - 0.2550%7C 2,000,000 - (2,000,000 = =
ZRBNEAAZTH HK$0.2550
21st September, 2006
to 20th September, 2008
“ERNEARZH-HE 0.2550%7C 2,000,000 = = - 2,000,000
o 2y £ HK$0.2550
21st September, 2008
to 20th September, 2010
“EZNEANATAAE 0205287 3,600,000 = - - 3,600,000
“Z-FEN\RTHA HKS0.2052
16th August, 2008
to 15th August, 2010
“E-RE)N\ATARE 0205287 3,600,000 = - - 3,600,000
“Z-CHEARTHA HKS0.2052
16th August, 2010
to 15th August, 2012
“E-RENANAE 0.1860% ¢ - 18100,000 - (1,100,000) 17,000,000
“Z-CHEAAZH HK$0.1860
4th June, 2010
to 3rd June, 2012
“E-CHEAANAE 0.186037C - 18,100,000 - (1,100,000 17,000,000
ZE-WEAAZH HK$0.1860
4th June, 2012
to 3rd June, 2014
38,000,000 36200000 (12,800,000)  (3,200,000) 58,200,000
15,000,000
0.1800 0.1860 0.1765 0.1785 0.1846
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30. Share Option Scheme (Continued)

During the year ended 31st March, 2007:

For the year ended 31st March, 2008

30. [EBEHEGHE (4F)

RBRE_ZZRLE=ZHA=Z1T—HILEE

n e
REZEAE REZRLE
MA—R  RMEER OREER O REER ZA=T-H
Gl 25 w7l frfi if WA
Exercise Balance Granted  Exercised  Cancelled Outstanding
£ A frffmise A TrBE e price at during during during at
Date of grant Vesting period Exercisable period per share 14.2006 the year the year theyear  31.3.2007
(Hit)
(Note)
ZEREET-ATAN ZERFEE-IPARE CERLETARE 01620875 11,800,000 - (1,00,0000  (500,000) 10,300,000
“EFLET-ATER ZRRLET-ATER HKS0.1620
18th November, 2003 18th November, 2003 18th November, 2005
to 17th November, 2005 to 17th November, 2007
“EREEET-ATAR S ZRFEET-ATARE ZRRUET-HTARE 01620875 17,500,000 - - (1,000,000) 16,500,000
“ERRUERATEE ZERAET-AHER HK$0.1620
18th November, 2003 18th November, 2003 18th November, 2007
to 17th November, 2007 to 17th November, 2009
“EEMEAA AR ZRRNEAACT-RE CRRAEAACT-RE 02550%7C 2,000,000 - - - 2,000,000
“ERENERAZAH “RRNERAZTH HK$0.2550
21st September, 2004 21st September, 2004 21st September, 2006
to 20th September, 2006 to 20th September, 2008
CEENEAA AR CRRNEAACT-IE CRBAEANCH-RE 025507 2,000,000 - - - 2,000,000
“ER\ERAZAH “E-REAA A HK$0.2550
21st September, 2004 21st September, 2004 21st September, 2008
to 20th September, 2008 to 20th September, 2010
SERNEIAE ZERAEIARE CRBAEMITARE 020528 - 3,600,000 - - 3,600,000
“ZRNENTER “E-REANTLA HK$0.2052
16th August, 2006 16th August, 2006 16th August, 2008
to 15th August, 2008 to 15th August, 2010
ZERERENATAH “EENEAITARE ZR-REARTARE 02052070 - 3,600,000 - - 3,600,000
i S LIRS “ER-CEARTLA HK$0.2052
16th August, 2006 16th August, 2006 16th August, 2010
to 15th August, 2010 to 15th August, 2012
33,300,000 7,200,000  (1,000,000)  (1,500,000) 38,000,000
WRER LTI
Exercisable at
the end of the year 12,300,000
T E
Weighted average
exercise price 01732 0.2052 0.1620 0.1620 0.1800
Mt : BEERERAE N TR HREM R B8 Note: Cancellation of share options upon the termination of certain employees
RE o during the year.
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EENRE MR _-Z—FFEAAN
HEZZ-"HENH=ZHUKITR_-Z
—TAEANAMNHEZ-NENH=H
A7 1 22 0 e BE 2 2 - AL 43 i) s 0
JBEHE0.1 29 58 S 0.13W T °

HZZENENATAH (B H B
FEERRRE-FFLE=ZA=1+—H
ILAEFERRE > MR RENANENA
TFARABEZF-FHENT HHHA LA
MoR—FENATAHEZZ 4
A AT H AT 2 W HE 2 A P A 4
I 4453 i Je 0,089 5T $2.0.09%E 7T

VLT 2 3% J TAA 73 7 — &7 7 07 | 90 R 5T {0

RE_ZZ)\GF=ZA=1T—HILFE

30. Share Option Scheme (Continued)

The closing price of the Company’s shares at 4th June, 2007 and 16th August,
2006, the date of grant, was HK$0.28 and HK$0.195, respectively.

In respect of the share options exercised during the year, the weighted average
share price on the dates of exercise is HK$0.29 (2007: HK$0.21). During the
year, total consideration received from employees for taking up the options
amounted to HK$76 (2007: HK$12).

The fair value of the options granted during the year ended 31st March, 2008
measured at the date of grant on 4th June, 2007 was HK$0.12 and HK$0.13
per option, respectively, for the options exercisable from 4th June, 2010 to 3rd
June, 2012 and exercisable from 4th June, 2012 to 3rd June, 2014.

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

S AR S e Y E the Black-Scholes option pricing model:
ZEREARNE ZE-CEAANE O ZERAEAAAE ZE-FEAAAR
FLR-THEANZR ESROMEAAZHE ESRREARTER ESR-CHEAER
Whif Bk i TR R B Whif B i L% 3¢ 4
Options Options Options Options
exercisable exercisable exercisable exercisable
from 4th from 4th from 16th from 16th
June, 2010 to June, 2012 to August, 2008 to August, 2010
3rd June, 2012 3rd June, 2014 15th August, 2010 15th August, 2012
14 3 L2 X3
TR SR Expected lfe of options 5 years 7 years 4years 6 years

HR I B S Rt Expected volatility based on

ZH R historical volatility of share prices 60% 69% 67% 2%
FMERRER Expected annual dividend yield 6% 6% 5.2% 5.2%
SRR Risk-free rate 46% 46% 43% 44%

VEEKO INTERNATIONAL HOLDINGS LIMITED
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30. JEBEHEGHE () 30. Share Option Scheme (Continued)

FHIW RS RBARAFRERBENE  Expected volatility was determined by using the historical volatility of the
B4R Z JRE SR i L E Company'’s share price over the previous 4 to 7 years.

AEEBERRNKE _RRNE=ZNH The Group recognised the total expense of HK$1,356,000 for the year ended
Er—HIEFEERERARAARZHZERME  31st March, 2008 (2007: HK$518,000) in relation to share options granted by the
A B 2 B8P 3 %41,356,0008 50 (—~F%F £ Company.

4£ 1 518,000% 70) °

(A se— &P A 30 ) IR e LR M /E The Black-Scholes option pricing model has been used to estimate the fair value
5t W R RE 2 A P o A TSR ME  of the options. The variables and assumptions used in computing the fair value
ZA VAR ZEHMRBFIIMIE  of the share options are based on the directors’ best estimate. The value of an
R AN E o RBEMEZA T option varies with different variables of certain subjective assumptions.

B 8 2 71 [ 52 W 2 iy oA A o
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31. Retirement Benefits Schemes

The Group operates the Mandatory Provident Fund (“MPF”) scheme for
qualifying employees of the Company and its subsidiaries in Hong Kong. The
assets of the MPF scheme are held separately from those of the Group in funds
under the control of trustees. The Group contributes at the lower of HK$1,000 or
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’s basic 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.

VEEKO INTERNATIONAL HOLDINGS LIMITED
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(i) BEZZZNE=H=1T—HIk (i) During the year ended 31st March, 2004, the Group paid rental expenses
AR > A A [ i) oSS T R P BR of HK$244,000 toZET JEMEEMBEIE REZEH T (the RIMERERZE
MEBRZEGT (RMEBR B, formerly known as “JEM#EEHE"), the holding company of a
ZHEE] - WM s B ) minority shareholder of Dong Guan Dico, a subsidiary of the Company.
(A 2 =] B 2~ W] R 5E 3w — 4 The payment was made in accordance with the terms of two tenancy
0 Wi R 2 P B A H) AT AL 4 agreements entered into between the Group and JEMZERERZEH
244,000 7C © B A 2 A Bk & on 30th December, 1998 and 24th July, 2000 (collectively the “Old
THAR PR A AR 1 BRE M SR m RZE B Agreements”) for leasing of factory premises and staff quarters in the
ER—IWINETZH=ZTHR PRC. On 1st May, 2003, the Group entered into a termination agreement
ZRRRELA W HT LM with JEME R RZE® to terminate the Old Agreements with
A L 40 W ik (A [ ok ) Mk immediate effect.

K > i DATE Hp A B R & BT
R _EEEZ4TH—H >
A 4 B P 96 R 2% B T o
A1k T k> B IR b Tk o o

MEREF=FNH Z+N\H & On 28th April, 2003, the Group entered into a tenancy agreement with
45 W) B SE T SR Y B R 1 g AR WSET R M SR M ZE AP I 5 AL (PR M SRR P 5 4L”), an enterprise
Wik (B 19 5 468 5 g & 4L » wholly owned by J2["J%€ )5 k% H ), for leasing of factory premises and
RMEBRRZEGE2EHRAZ staff quarters in the PRC (the “New Agreement”). The New Agreement
4> ) BT S FLA bk o # DL AE R expired on 30th April, 2006. On 27th July, 2006, the Group renewed
LR R K B A A (T3 s the tenancy agreement with H5E i 2 [ 8552 ™) 5 JB 468 8 0 1 4L:
#l) o BiiE R S RRAEN formerly known as JEMZE&ERH 4L (the “Renewed Agreement”) for
HETHER - R _ZFANEL leasing of same premises. Pursuant to the terms of the New Agreement
HZ1+tH» ARG MHERENE and the Renewed Agreement, the Group paid rental expenses of
P B ) € JRE A 65 9 kA Ak (BT HK$2,169,000 (2007: HK$2,043,000) to BZE il JfE [ S 5 ) 5 JBt oy 466 i B
A 2 1™ 95 48 % Wk AL ) mh AL B b &4k during the year.

Ay S S A B o sk (T SE KT
) o MBI R R ER R
PR > AR B AE 45 BE TN T 1) R 5E
LIARE VARE 3527583 R is
At A 452,169,000 6 (B R
L4 : 2,043,000 05) -

(i) B oRERENHA Z+AH (ii) On 26th April, 2000, Veeko Manufacturing Company Limited, a wholly-
Veeko Manufacturing Company owned subsidiary of the Company, and H5& i JE P4 358 R A bR
Limited (A2 v & & HEH Z M8 /7], a minority shareholder of Dong Guan Dico, entered into a
AH) RREHRMAEERA supplemental joint venture contract for increasing the total investment
ML sl GRIEM 2 — &4 Bk and the registered capital of Dong Guan Dico from HK$15,100,000
W) F iR A EAEALN to HK$18,200,000. At 31st March, 2008, the Group had outstanding
i VLI 3R 58 3 R 2 AR B A X R commitments amounting to HK$1,310,000 (2007: HK$1,310,000) in
i J A< 115,100,000 JC 3 jm & respect of the capital injection to Dong Guan Dico.

18,200,000% JG ° ¥ =& % )\ 4
SEA=Z+—H > AR5 E R
J1 755 R T B R R R I
%%1,310,000% ¢ (= F & L4 :
1,310,000 JG) °
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33. BE AL Pid=E
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3. AHEHRFEHE
MRoZZNE=ZH=1+—H% > KEH
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A% B E AR E R

35.

AR H > AR AT B EAFRRERE
W

T i i 2 7] Z 4%
JE S o J 2 ) s I
At 37 ) %

HE A Bh e 2 ] 7Rk I
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33. Related Party Disclosures

Compensation of key management personnel

The remuneration of directors and other members of key management during

the year was as follows:

Short-term benefits
Post-employment benefits
Share-based payments

2008 2007
T# T T
HK$’000 HK$'000
4,587 4,996
60 70

273 145
4,920 5,211

The remuneration of directors and key executives is determined by the

remuneration committee having regard to the performance of individuals and

market trends.

34. Post Balance Sheet Events

Subsequent to 31st March, 2008, the Group acquired a property in the PRC for a

consideration of RMB22,000,000.

35. Summarised Balance Sheet Information of
the Company

The summarised balance sheet information of the Company at the balance

sheet date is as follows:

Investment in a subsidiary — unlisted
Amounts due from subsidiaries
Other current assets

Amounts due to subsidiaries

Other current liabilities

Net assets

Share capital
Reserves

Total equity

2008 2007
T#t T
HK$’000 HK$'000
53,630 53,630
295,336 256,384
876 519
(218,368) (209,316)
(260) (175)
131,214 101,042
17,677 16,627
113,537 84,415
131,214 101,042

HOLDINGS LIMITED
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36. TR 2 vl of 1%

AAFR_RENER _-BBLEZN
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36. Particulars of Principal Subsidiaries

Particulars of the principal subsidiaries of the Company as at 31st March, 2008

and 2007 were as follows:

A4 ] i
RECHA
A /M
C#fT K e N AL
BRBA Proportion of
Attt/ L A nominal value of
Rz Issued and issued capital/
Place of fully paid registered
i 8 2 ) 44 7 incorporation/ share capital/ capital held FEEE
Name of subsidiary establishment registered capital by the Company Principal activities
(Witta) (W itb)
(note a) (note b)
FRFACA AR B 1,000,000% 7% 100% At b B i %
Colourmix Cosmetics Company Hong Kong HK$1,000,000 Retailing of cosmetics
Limited & skin care products
Colourmix Cosmetics Retail B 100,000 70 100% At i B i i % B
Company Limited Hong Kong HK$100,000 Retailing of cosmetics
& skin care products
RECH A RATR (Witc) il 18,200,000% ¢ 75% K RE
Dong Guan Dico Fashion PRC HK$18,200,000 Manufacturing of
Company Limited (note c) garments
Bl BRI B 1K R iz 13,000,000% ¢ 100% K RE
KEMRARAT (Hitd)
Meko Fashion (Zhuhai-Macau Cross PRC HK$13,000,000 Manufacturing of
Boarder Industrial Zone, Zhuhai) garments
Company Limited (note d)
I BE 4 I 2 g 8,000,000% ¢ 100% JAR B
HWAR (Witd)
Shantou Huanan Digao Fashion PRC HK$8,000,000 Manufacturing of
Company Limited (note d) garments
SUTGECR e A A g 16,600,000% ¢ 100% TEP ALK R it Bt
HRAR (Hitd) PRC HK$16,600,000 Retailing and wholesaling
of garments in PRC
BB B RFRARATR (Hita) e 8,000,000% ¢ 100% JAR B
Shantou Yingko Fashion Company PRC HK$8,000,000 Manufacturing of

Limited (note d) garments

colourNmix &
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A W R () 36. Particulars of Principal Subsidiaries (Continued)
AR T it
FHC#T
JeA Rk
CH#iT R A T £ b
BRMA Proportion of
ik, AL A nominal value of
JL b Issued and issued capital/
Place of fully paid registered
i 18 2 ) 4 7 incorporation/ share capital/ capital held FEEH
Name of subsidiary establishment registered capital by the Company Principal activities
(Hita) (Hitp)
(note a) (note b)
MR A RFEARAR (Hita) iz 36,000,000% G 100% R E
Shantou Yungao Fashion Company PRC HK$36,000,000 Manufacturing of
Limited (note d) garments
Veeko Advertising Agency Bl 10078 100% SEBLRE T B R
Company Limited Hong Kong HK$100 Provision of advertising
and promotional
services
R AT A ] B 2,400,000 7C 100% A
Veeko Fashion Company Hong Kong HK$2,400,000 Retailing of garments
Limited
Veeko Fashion Far East B B 100% TERERBEHARE
Company Limited British Virgin Uss1 Retailing of garments
Islands in Taiwan
Veeko Fashion (Singapore) Pte Ltd. Hmyk 1,000,000 /3% ¢ 100% RARZEE
Singapore SGD1,000,000 Retailing of garments
Veeko Holdings Limited KBELTER 618.565570 100% BEE R
British Virgin US$618.56 Investment holding
Islands
Veeko Manufacturing B 1370 100% TERMR AR R
Company Limited British Virgin Uss$1 Trading of fabrics and
Islands garments in Macau
B B R A R B 600,0003 7G 100% K E H
Veeko Trading Fashion Hong Kong HK$600,000 Trading of garments
Company Limited

VEEKO INTERNATIONAL HOLDINGS LIMITED
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For the year ended 31st March, 2008

- S & 2 W) 1% (A7) I 36.

Particulars of Principal Subsidiaries (Continued)

AR5 i
RO
A
CH#iT R R T £ P
BRMA Proportion of
ik, REHE A nominal value of
JR O Issued and issued capital/
Place of fully paid registered
i 18 2 ) 4 7 incorporation/ share capital/ capital held FEEH
Name of subsidiary establishment registered capital by the Company Principal activities
(Wita) (Witb)
(note a) (note b)
WS (RMEE M 100,000¥ 1 ¥ 100% WK EH
M) HRAH Macau MOP100,000 Trading of garments
Veeko Trading (Macao Commercial
Offshore) Limited
Wina Success Limited i 100%70 100% ER¥E/ES
Hong Kong HK$100 Property holding
BRRMARAT L35 100,000% 1 ¥ 100% R BE
Ying Choi Macau Company Macau MOP100,000 Manufacturing of
Limited garments
M EtE - Notes:

a. A\ W) B B F5E fiVeeko Holdings  a.
Limited FHERE > b SCHTR BT A
5 AR A F I EFEA -

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

interests shown above are indirectly held by the Company.

b. Br L LWEEHE—MAAHEN b
RN R RS R
S B HEAT o

The principal activities are carried out in place of incorporation/

establishment except as otherwise stated under principal activities above.

c. AR GEEEANZERGE C
T o AR 4 5 S A 3 fon ok > AN SR
GG AR Oy v A MR A -

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

of this company.

d. ARFUEERAIERERE  d
Z I A it

The companies are registered in the form of wholly foreign owned

enterprises.
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36. T E}E L w1 (45)l36. Particulars of Principal Subsidiaries (Continued)

g B B A ) R AR R AR AR AT RERIAE None of the subsidiaries had any debt securities outstanding at the end of the
JHEAE: T 15 R AR5 P AV B AR o year or at any time during the year.

ERIME SRR BRAE N EEEBAR  The above table lists the subsidiaries of the Company which, in the opinion of

B ) S GO AR #E R RS SR R B 4> the directors, principally affected the results of the Group for the year or formed

HEFMEZWBAFR - HHERERHFIMIL  a substantial portion of the assets of the Group at the end of the year. To give

il B G 2> W) Z N A R R IR - 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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e

e
A iy ¥ A
BLIH

AR TR
Z ¥ A

% 7 B A 15

Je S

PRANHT B wh e R R R R F
AR Z SRR R HZEE

B e S o

Veeko

RESULTS
BE=H=1+—HILEE
Year ended 31st March,

2004 2005 2006 2007 2008

F¥#oT F#T F¥#oT T Tt

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

TURNOVER 446,227 509,208 581,315 642,287 754,224
PROFIT BEFORE TAXATION 68,051 84,444 57,927 40,862 86,145
TAXATION (9,460) (10,772) (8,437) (3,901) (8,219)

PROFIT ATTRIBUTABLE
TO SHAREHOLDERS 58,591 73,672 49,490 36,961 77,926
ASSETS AND LIABILITIES
WR=H=1+—H
At 31st March,

2004 2005 2006 2007 2008

T AR T¥o0 T¥I0 BRI

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

TOTAL ASSETS 269,959 322,326 368,379 370,335 490,892
TOTAL LIABILITIES (37,600) (43,323) (75,230) (71,559) (118,487)
SHAREHOLDERS' FUNDS 232,359 279,003 293,149 298,776 372,405

Anko

e ———

colourmix &

There is no material effect of the adoption of new accounting standards on the
2004 and 2005 amounts and therefore these amounts have not been restated.
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AEEP RRNE=ZH=1T—HWH
ARBERAMREWENEHUT -

LB S

BT A KPR
192-200%% fFAfi v O

e RV Sy XA

L24%% Jx 248 B AL P65 5% 2 P68 %

HWILERYE T ILE
489-491 957 ¥ T2 O AR
3MEAT35E K

7HEA8 B A135%

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

at 31st March, 2008 are as follows:

iiN=g ]
Properties Term of lease
15th Floor, Lorry Space No. L24 k]
on 1st Floor and Parking Spaces Medium-term
No. P65 and No. P68 on 2nd Floor,
Wyler Centre Phase Il
192 - 200 Tai Lin Pai Road
Kwai Chung
New Territories
Hong Kong
A13 on 3rd Floor and A8 and w3
A13 on 7th Floor, Block A, Medium-term

Hong Kong Industrial Centre,
489 - 491 Castle Peak Road
Cheung Sha Wan

Kowloon

Hong Kong

&

Purpose

T3

Industrial

T3

Industrial

VEEKO INTERNATIONAL HOLDINGS LIMITED
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