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Veeko international Holdings Limited

威高國際控股有限公司

(incorporated in the Cayman Islands with limited liability)

ANNOUNCEMENT OF AUDITED RESULTS

FOR THE YEAR ENDED 31ST MARCH, 2002

AUDITED RESULTS

The board of directors (the "Directors") of Veeko International Holdings Limited (the "Company") is pleased to announce the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 31st March, 2002 together with the comparative figures for the previous corresponding year, as follows:

CONSOLIDATED INCOME STATEMENT

For the year ended 31st March, 2002



2002

2001



Notes
HK$'000

HK$'000


Turnover
2
367,842

345,014


Cost of sales

(103,229
)
(87,202
)

Selling and distribution costs

(179,793
)
(153,005
)

Administrative expenses

(70,091
)
(63,396
)

Other operating income

4,749

5,433


Surplus (deficit) arising on






  revaluation of leasehold






  land and buildings

434

(613
)

Deficit arising on revaluation of






  investment properties

(690
)
(36
)








Profit from operations

19,222

46,195


Finance costs

(2,816
)
(2,470
)








Profit before taxation

16,406

43,725


Taxation
3
1,145

3,026









Profit attributable to shareholders

15,261

40,699









Dividends

6,127

9,936









Earnings per share - basic
4
0.92 cent

2.46 cents









Notes:

1.
Adoption of Statements of Standard Accounting Practice/Changes in accounting policies

In the current year, the Group has adopted for the first time a number of new and revised Statements of Standard Accounting Practice ("SSAP(s)") issued by the Hong Kong Society of Accountants.

The adoption of the following SSAPs has resulted in the changes to the Group's accounting policies that have affected the amounts reported for the current or prior periods:

SSAP 9 (Revised)
:
Events after the balance sheet date

SSAP 14 (Revised)
:
Leases

SSAP 26
:
Segment reporting

2.
Turnover and segments information

In accordance with the Group's internal financial reporting, the Group has determined that geographical segments are its primary reporting format

Business segment

The Group is solely engaged in the manufacture and retail of ladies apparel. All of the Group's turnover, contribution to operating profit and assets were attributable to this business segment.
Geographical segments

The Group reports its primary segment information by geographical location of its customers who are principally located in Hong Kong and Macau, Taiwan, Singapore. Segment information about these geographical markets is presented below:


Hong Kong

and Macau

















Taiwan
Singapore
Others
Consolidated




















2002
2001
2002
2001
2002

2001

2002

2001

2002

2001



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

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000


TURNOVER

















Sales of goods
241,944
258,895
90,403
74,716
21,926

5,970

13,569

5,433

367,842

345,014




















SEGMENT RESULT
16,257
41,088
3,670
6,611
(2,849
)
(975
)
2,407

635

19,485

47,359




















Unallocated corporate income












3,257

4,253


Unallocated corporate expenses












(3,520
)
(5,417
)



















Profit from operations












19,222

46,195


Finance costs












(2,816
)
(2,470
)



















Profit before taxation












16,406

43,725


Taxation












1,145

3,026




















Profit attributable to shareholders












15,261

40,699




















3.
Taxation


2002

2001



HK$'000

HK$'000


The charge comprises:





Hong Kong Profits Tax





  Current year
1,112

2,150


  (Over) underprovision in previous years
(92
)
221









1,020

2,371


Overseas taxation
125

655









1,145

3,026








Hong Kong Profits Tax is calculated at 16% on the estimated assessable profit for the year. Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.

4.
Earnings per share

The calculation of the basic earnings per share is based on the profit attributable to shareholders of HK$15,261,000 (2001: HK$40,699,000) and on 1,656,000,000 (2001: 1,656,000,000) shares in issue during the year.

The Company had no potential dilutive ordinary shares for the years ended 31st March, 2002 and 2001.

DIVIDEND

The directors recommend the payment of a final dividend of HK0.3 cent per share for the year ended 31st March, 2002. The final dividend is payable on 9th October, 2002 to shareholders whose names appeared on the register of members on 13th September, 2002.

BUSINESS REVIEW AND PROSPECTS

Operating Results & Financial Overview

The Group recorded a turnover of HK$367,842,000 for the year ended 31st March, 2002 (2001: HK$345,014,000), representing a 6.6% increase over the corresponding period of the previous year. Profit attributable to shareholders for the year amounted to HK$15,261,000 (2001: HK$40,699,000), representing a decrease of 62.5% over the corresponding period of the previous year.

Business Overview

The increase in turnover for the year was resulted from the increase in number of outlets in overseas markets of the Group such as Taiwan and Singapore. The decrease in profit attributable to shareholders was the result of the overall economic depression in the major markets of the Group, including Hong Kong and Macau, Taiwan, Singapore. The "911" terrorist attack further triggered the global economic recession and aggravated the already weak purchasing power and consumption desire of consumers, which, coupled with the keen price competition in the fashion retail industry, which further dampened and pressurized the Group's gross profit margin. Nevertheless, the Group made substantial investment during the year in brand-building, including celebrity endorsement on its range of brands, fashion shows and a series of advertising campaigns. These efforts will lay down a sound foundation for the long-term development of the Group. Also, they have further reduced the Group's profit for the year.

In response to such a difficult business environment, the Group implemented a series of strategic reforms in the second half of the year; apart from celebrity endorsement on one of its brands Wanko to provide the brand with a distinctive positioning, the quality of merchandise was upgraded with innovative interior design ideas to enable consumers to get good value for money. With the significant effect of these marketing strategies, the Group was able to achieve a after tax profit of HK$15,261,000 in this financial year as compared to HK$1,854,000 stated in our interim report. The results have been very encouraging.

Hong Kong and Macau Markets

The retail business in Hong Kong and Macau was still the Group's principal source of income, representing 65.8% of the Group's total turnover (2001: 75%).

As at the balance sheet date, the Group had a total of 62 outlets in Hong Kong and Macau. During the year, the retail market in Hong Kong remained sluggish. Owing to the lack of confidence in the economic prospects, complicated by the constantly high unemployment rate, consumers were more cautious in their spending. As a result of which, the turnover from the Hong Kong and Macau markets dropped accordingly, particularly in the first half of the year, which recorded a fall of 18%. The Group implemented a series of reformatory measures, including the enlisting of a famous artist, Miss Lau Ka Ling, Carina, to promote an elegant image for the Group's Wanko brand. This was complemented by fashion shows and a series of other advertising campaigns. At the same time, the quality of merchandise was upgraded by using higher quality fabrics to add more value. As a result, the fall/winter collections in the second half of the year were well received and the turnover for such period increased by 5.6% over the corresponding period of the previous year.

In addition to the decrease in turnover, the fall in gross profit margin was also another major contributory factor of the deterioration of results in the Hong Kong and Macau markets. Prompted by the undesirable competition in the fashion retail industry, the Group offered larger discounts to consumers in its sales promotion during the year, resulting in a drop of 2.6% in gross profit margin compared with the corresponding period of the previous year.

In the coming year, the Group will make every effort in upgrading the image of its brands and enhancing the quality of fabric in order to provide merchandise with good value for money.

Taiwan Market

The Taiwan retail market recorded a turnover of approximately HK$90,403,000 representing a 21% increase over the previous year. Such increase was mainly caused by the increase in the number of outlets in Taiwan during the year. As at the balance sheet date, the Group had a total of 41 outlets in Taiwan. During the year, the Group shut down several non-performing outlets in Taiwan while actively opening new outlets in prime locations. Over 10 outlets were opened in Taiwan during the year, such development involved a substantial amount of pre-operating expenses. Furthermore, the New Taiwan dollar devalued by approximately 7% against the Hong Kong dollar during the year, which led to an increase in exchange loss. The two destructive typhoons during the year further undermined local retail operations, thus further reduced the profit from the Taiwan retail market.

Singapore Market

The Group recorded a turnover of HK$21,926,000 from Singapore market during the year, representing a sharp increase of 2.7 times. This was mainly due to the increase in the number of outlets from 4 at the beginning of the year to 8 at year-end. In addition, existing outlets showed a better performance than that of the previous year. The loss recorded was partly due to the devaluation of the Singapore dollar during the year, which led to an increase in exchange loss; however, the main reason was that the number of outlets had not reached the economies of scale to effectively spread the fixed cost in terms of administrative expenses. The management believe that, given the performance of the existing outlets in Singapore and the effective cost control, the Group would derive gains from the expanding in the number of outlets. Currently, Singapore remains in the midst of an economic recession and accordingly, the Group will adopt a prudent approach in the future development of its business in the country.

Other markets

In addition to the markets in Hong Kong and Macau, Taiwan, Singapore, the Group is also focusing on other lucrative retail markets. The PRC market becomes the focus of the Group's network development. The management is convinced that the ladies' apparel brandnames Wanko and Veeko will have great potential for market development, with the PRC's entry into the World Trade Organisation along with a remarkable growth in its economy as well as an enhancement of people's living standard. As at the balance sheet date, the brands under the Group had 16 outlets in the PRC, most of which operating on a franchise basis, covering major cities including Shenzhen, Guangzhou, Beijing and Chongqing. In future, the Group will be actively involved in the development of its network in the PRC market and further increase the awareness of its brands in the PRC through participation in large scale fashion exhibitions.

Prospects

In retrospect, the financial year of 2002 was a challenging year. With the implementation of various strategic measures, the Group's result in the second half of the year was steadily improved. Looking ahead towards the coming year, the Group will continue to focus its efforts on brand-building to give its brands a more distinctive positioning. In addition to the endorsement by Miss Lau Ka Ling, Carina to project an elegant and lofty taste image for Wanko, the Group also enlisted the support of Miss Cheng Sau Man, Sammi to promote its Veeko brand so as to identify the brand with her unique character and trendiness. Meanwhile, the brand image was enhanced with trendy design, supplemented by adopting high quality fabrics in order to enhance the quality of the merchandise. On the other hand, training for its personnel was strengthened on full scale to enhance the standard of service. To create a more pleasing shopping environment for customers, the Group also plan to introduce innovative design concepts in its shop decoration. For the first quarter ended June 2002, the business performance of the Group by region has posted a significant growth compared with the corresponding period of the previous year. This demonstrated that the above marketing strategies paid off.

With the external economic atmosphere continues to be uncertain for the coming year, the management anticipates that the business environment in Hong Kong, Taiwan and Singapore will remain difficult. Nevertheless, the Group will continue to adopt a prudent yet proactive approach in vigorously developing new markets while implementing stringent cost reduction measures. The management believe that by maintaining a sound financial position through stringent cost control, adhering to budget plans, lowing of inventory level and by seizing new business opportunities, the Group will see a growth in its earnings in the coming year.

Liquidity & borrowings

The Group's working capital increased from HK$73,458,000 to HK$83,952,000 for the year while its current ratio and quick ratio were maintained at a healthy level of 2.2 times and 1.3 times respectively.

As at the balance sheet date, the Group's inventory amounted to HK$62,858,000 (2001: HK$58,210,000). The inventory turnover on sales was 62 days for the year under review which was similar to last year.

As at the balance sheet date, the Group's cash and bank balances amounted to HK$33,409,000 (2001: HK$33,042,000) and the outstanding bank borrowings and overdraft amounted to HK$41,538,000 (2001: HK$28,753,000) whereas the total borrowings was HK$42,568,000 (2001: HK$29,284,000)

As at the balance sheet date, the gearing ratio of the Group is 0.26 (2001: 0.19) which is calculated based on the Group's total borrowings of HK$42,568,000 (2001: HK$29,284,000) and the shareholders' fund of HK$162,818,000 (2001: HK$153,909,000).

Even though the gearing ratio increased, the Group managed to maintain a healthy financial position.

Staff & Remuneration Policies

As at the balance sheet, the Group had 2,900 employees. The Group mainly determines staff remuneration (including insurance and medical benefits) in accordance with the industry's practices. Subject to the performance of the annual results, the Group has also adopted a set of incentive plans for its employees.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Friday, 13th September, 2002 to Wednesday, 18th September, 2002, both days inclusive, during which period no transfer of shares will be effected.

In order to qualify for the final dividend, all transfers accompanied by the relevant share certificates must be lodged with the Company's branch share registrar in Hong Kong, Secretaries Limited, 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong for registration no later than 4:00 p.m. on Thursday, 12th September, 2002.

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.

AUDIT COMMITTEE

The audit committee has reviewed the financial results for the year ended 31st March, 2002.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31st March, 2002 with the Code of Best Practice, as set out in Appendix 14 of the Rules Governing the Listing of Securities (the "Listing Rules").

PUBLICATION OF FURTHER INFORMATION ON THE STOCK EXCHANGE'S WEBSITE

All the financial and other related information of the Company required by paragraphs 45(1) to 45(3) of Appendix 16 of the Listing Rules will be published on the website of the Stock Exchange of Hong Kong Limited (the "Stock Exchange") in due course.

Appreciation

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

By Order of the Board

Cheng Chung Man, Johnny

Chairman and Managing Director

Hong Kong, 16th July, 2002

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of Veeko International Holdings Limited (the "Company") will be held at 10/F., Wlyer Centre Phase II, 192-200 Tai Lin Pai Road, Kwai Chung, New Territories, Hong Kong on Wednesday, 18th September, 2002 at 10:00 a.m. to transact the following ordinary business:

1.
to receive and consider the audited consolidated financial statements and reports of the directors and auditors for the year ended 31st March, 2002;

2.
to declare the payment of a final dividend;

3.
to re-elect the retiring directors and to authorise the board of directors to fix their remuneration;

4.
to re-appoint the Company's auditors and to authorise the directors to fix their remunerations;

and, as special business, to consider and, if thought fit, pass the following resolutions as ordinary resolutions:

5.
THAT:

(a)
subject to paragraph (c) below, pursuant to the Rules Governing the Listing of Securities (the "Listing Rules") on The Stock Exchange of Hong Kong Limited (the "Stock Exchange"), the exercise by the directors of the Company (the "Directors") during the Relevant Period of all the powers of the Company to allot, issue and deal with unissued shares and to make or grant offers, agreements and options which might require the exercise of such powers be and the same is hereby generally and unconditionally approved;

(b)
the approval in paragraph (a) above shall authorise the Directors during the Relevant Period to make or grant offers, agreements and options which might require the exercise of such powers after the end of the Relevant Period;

(c)
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to options or otherwise) by the Directors pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue; or (ii) the exercise of any option under the share option scheme of the Company; or (iii) any scrip dividend or similar arrangement providing for the allotment of shares in lieu of the whole or part of a dividend on shares in accordance with the articles of association of the Company in force from time to time shall not exceed the aggregate of:

(i)
20 per cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this Resolution; and

(ii)
(if the Directors are so authorised by a separate ordinary resolution of the shareholders of the Company) the nominal amount of any share capital of the Company repurchased by the Company subsequent to the passing of this Resolution (up to a maximum equivalent to 10 per cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this Resolution),

and the authority pursuant to paragraph (a) of this Resolution shall be limited accordingly; and

(d)
for the purposes of this Resolution;

"Relevant Period" means the period from the date of the passing of this Resolution until whichever is the earliest of:

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the articles of association of the Company, the Companies Law (2001 Revision) of the Cayman Islands or any other applicable law to be held; or

(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the Directors by this Resolution;

"Rights Issue" means an offer of shares in the Company, or offer or issue of warrants, options or other securities giving rights to subscribe for shares open for a period fixed by the Directors to holders of shares in the Company on the register on a fixed record date in proportion to their then holdings of shares (subject to such exclusion or other arrangements as the Directors may deem necessary or expedient in relation to fractional entitlements, or having regard to any restrictions or obligations under the laws of, or the requirements of, or the expense or delay which may be involved in determining the existence or extent of any restrictions or obligations under the laws of, or the requirements of, any jurisdiction outside Hong Kong or any recognised regulatory body or of any stock exchange outside Hong Kong).

6.
THAT:

(a)
the exercise by the Directors during the Relevant Period of all powers of the Company to purchase its shares on the Stock Exchange or any other stock exchange on which the shares of the Company may be listed and recognised by the Securities and Futures Commission and the Stock Exchange for such purpose, and otherwise in accordance with the rules and regulations of the Securities and Futures Commission, the Stock Exchange, the Companies Law (2001 Revision) of the Cayman Islands and all other applicable laws in this regard, be and the same is hereby generally and unconditionally approved;

(b)
the aggregate nominal amount of shares which may be purchased by the Company pursuant to the approval in paragraph (a) during the Relevant Period shall not exceed 10 per cent. of the aggregate nominal amount of the share capital of the Company as at the date of the passing of this Resolution and the authority pursuant to paragraph (a) of this Resolution shall be limited accordingly;

(c)
for the purposes of this Resolution, "Relevant Period" means the period from the date of the passing of this Resolution until whichever is the earliest of:

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the articles of association of the Company, the Companies Law (2001 Revision) of the Cayman Islands or any other applicable law of the Cayman Islands to be held; or

(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the Directors of the Company by this Resolution.

7.
THAT the Directors of the Company be and they are hereby authorised to exercise the authority referred to in paragraph (a) of Resolution of no.5 set out in notice of the annual general meeting in respect of the share capital of the Company referred to in sub-paragraph (ii) of paragraph (c) of such Resolution.

By order of the Board

VEEKO INTERNATIONAL HOLDINGS LIMITED

Cheng Chung Man, Johnny

Chairman and Managing Director

Hong Kong, 16th July, 2002

Notes:

1.
A member entitled to attend and vote at the meeting by the above notice is entitled to appoint one or more proxy to attend and, subject to the provisions of the articles of association of the Company, vote in his stead. A proxy need not be a member of the Company.

2.
In order to be valid, the form of proxy must be deposited together with a power of attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or authority, at the office of the Company's branch share registrar, Secretaries Limited at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong not less than 48 hours before the time for holding the meeting or adjourned meeting.

3.
In relation to proposed resolutions nos. 5 and 7 above, approval is being sought from the shareholders for the grant to the Directors of a general mandate to authorise the allotment and issue of shares under the Listing Rules. The Directors have no immediate plans to issue any new shares of the Company other than shares which may fail to be issued under the share option scheme of the Company or any scrip dividend scheme which maybe approved by shareholders.

4.
In relation to proposed resolution no. 6 above, the Directors wish to state that they will exercise the powers conferred thereby to repurchase shares in circumstances which they deem appropriate for the benefit of the shareholders. An explanatory statement containing the information necessary to enable the shareholders to make an informed decision to vote on the proposed resolution as required by the Listing Rules will be set out in a separate document to be dispatched to the shareholders with the annual report for the year ended 31st March, 2002.

5.
The register of members of the Company will be closed from Friday, 13th September, 2002 to Wednesday, 18th September, 2002, both days inclusive, during which period no transfer of shares will be effected. In order to qualify for the final dividends, all transfers accompanied by the relevant share certificates must be lodged with the Company's branch share registrar in Hong Kong, Secretaries Limited at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong for registration no later than 4:00 p.m. on Thursday, 12th September, 2002.

Please also refer to the published version of this announcement in The Standard dated 17 July 2002.

VEEKO INTERNATIONAL HOLDINGS LIMITED

17 July 2002
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