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Notice of Annual General MESHifg l

NOTICE 1S HEREBY GIVEN that the annual general meeting of Veeko
International Holdings Limited (the “Company”) will be held at 10:00 a.m. on
Tuesday, 18th September, 2001 at 10/F., Wlyer Centre Phase I, 192-200 Tai
Lin Pai Road, Kwai Chung, New Territories, Hong Kong to transact the following
ordinary business:

to receive and consider the audited consolidated financial statements
and reports of the directors and auditors for the year ended 31st March,
2007;

to re-elect the retiring directors and to fix their remuneration;

to re-appoint the Company’s auditors and to authorise the directors to
fix their remuneration ;

to approve the payment of the final dividend of Hong Kong 0.37 cent
per share (each, a “Share”) of HK$0.01 each in the share capital of the
Company to holder of such Shares whose names appear on the register
of members of the Company as at the date of business on 13th
September, 2007;

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

Ordinary Resolutions
THAT:

(@) subject to paragraph (c) below, pursuant to the Rules Governing
the Listing of Securities 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;
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Notice of Annual General Meetig

(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

(i) (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

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;

(i) 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
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Notice of Annual General ME&kiig l

(i) 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 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;

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 issued 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;

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:
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Notice of Annual General MESHRGIINEN

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

(i) 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

(i) 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.

THAT the Directors of the Company be and they are hereby authorised
to exercise the authority referred to in paragraph (a) of Resolution 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 (i) of paragraph (c)
of such Resolution.

By Order of the Board
Cheng Chung Man, Johnny
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Chairman and Managing Director

Hong Kong, 24th July, 2001

Principal office:

10/F., Wyler Centre Phase |,
192-200 Tai Lin Pai Road,
Kwai Chung, New Territories
Hong Kong

Notes:
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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.

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 Hong Kong 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.
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Notice of Annual General VSSRGS

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 Rules Governing the Listing of Securities on the Stock
Exchange (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 may be approved by
shareholders.

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, 2001.

The register of members of the Company will be temporarily closed from Thursday, 13th
September, 2001 to Tuesday, 18th September, 2001 (both days inclusive) during which
period no transfer of shares will be registered. In order to qualify for the proposed final
dividends, all completed transfer forms 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, no later than 4:00
p.m. on Wednesday, 12th September, 2001.
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Chairman’s Statement

OPERATING RESULTS & FINANCIAL OVERVIEW

As at 31 March 2001, the Group recorded a turnover of approximately
Hk$345,014,000 for the year (2000: HK$304,640,000), representing a 13.3%
increase over the corresponding period of the previous year. Profits attributable
to shareholders for the same period of this year amounted to approximately
HK$40,699,000 (2000: HK$48,708,000), representing a decrease of 16.4%
over the corresponding period of the previous year.

BUSINESS OVERVIEW

Owing to the global economic slowdown last year in addition to the
technological and internet bubbles bursting, it dealt a severe blow to the
Group’s most principal markets of Hong Kong and Taiwan. Consequent on
the sustained economic stagnation,
the consumption market was in the
doldrums while the consumer
confidence run out of steam;
meanwhile, some of the purchasing
power was streaming towards the
southern part of the PRC and, in the
second half of the year, the industry
staged a price competition in a bid
to grab a market. As a result, here
saw a slight decrease in net profits
despite of a small growth in the
Group’s turnover for the vyear.
Moreover, to implement its future
development strategy in the Asia-
Pacific region, for the year the Group
made aggressive expansions in the offices of its Hong Kong headquarter as
well as its Taiwan and Singapore branch offices, so as to generally reinforce
various departmental resources and facilities in coping with the requirement
and assistance of the branch offices in the Asia-Pacific region; therefore,
expenditure increased and overall operating profit margin left 12.5% (2000:
17.2%)

BB R ETZ Wanko & §
The New Design of Wanko shop in Hong Kong

In order to further enhance our competitiveness, the Group tightened costs
and continued implementing our marketing strategy which aims at responding
demand of the market swiftly. For the year under review, the Group had
successfully set up knitting production lines for producing knitwear. Further, it
established another garment manufacturing plant in Shantou, PRC. We believe
that the above-mentioned strategies may deliver a competitive edge to the
Group’s cost control and business operations.
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Chairman’s Statement

HONG KONG AND MACAU

Retailing in Hong Kong and Macau was still the Group’s most principal source
of revenue, representing 76.5% of the Group's total turnover (2000: 88.8%).
With the overall economy of Hong Kong yet to recover under deflation looming
and purchasing power running out of steam, the turnover from the Hong
Kong and Macau markets dropped by 2.5% and the operating profits dropped
by 21.9% to HK$35,790,000. The number of outlets was 55 as at 31st
March, 2001.

TAIWAN

Taiwan also sustained crash of economic
recession and financial insecurity, leading to our
business volatility. Nevertheless, the Group’s
thorough expansion turned into respectful growth
in business in the Taiwan market. Turnover in the
Taiwan market increased by 142.2% to
HK$74,716,000. On the balance sheet date, the
number of shops increased to 38. Revenue from
Taiwan represented 21.7% of the Group's total
turnover for the year (2000: 10.1%). In our future
development plan, we believe that our market
share in Taiwan will go up.

& & \Veeko J& #

SINGAPORE

Since the late of September 2000 when the Group entered the Singapore
market, up to now we have opened a total of 8 outlets with initial response
coming within our expectation. Turnover represented approximately 1.7% of
the Group’s total turnover. Looking forward, we will further expand the Group’s
market share in Singapore.

The Veeko shop in Taiwan
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Chairman’s Statement

PROSPECT

Considering the contraction of Hong Kong retail market, the management is
aware of the extent of increasing competition. The Group will continually
make endeavors of rationalization in a bid to maintain operating efficiency.
Meanwhile, considering the PRC’s imminent accession into World Trade
Organisation (WTO) and persistent growth of the mainland economy that
bring about greater market potentiality and room to expand the retail market,
the Group will introduce the brand names of Wanko and Veeko into the PRC
market step-by-step. In addition to the outlets operated by the Group itself,
we shall establish a franchise business model for further expansion. Also, the
Group has actively planned to introduce a series of promotion activities
whereby we shall invite a popular artist of the Asia-Pacific region to act as
the speaker and model for the Group’s brands in an endeavour to build
starring charm and to make this artist become Wanko's trend setter for the
faddy consumers. We believe that such strategy will favorably increase the
popularity of Wanko brand. Moreover, with
our current competitive edge, the Group
will proceed in product diversification by
developing another brand name i-MIIX
which targets casual wear for young
ladies. We believe that the Group’s yearly
experience and knowledge in the aspects
of technical design and fashion trend will
bring about favorable and potential
opportunity. Finally, the management does
embrace the importance of laying
foundation for the long-term growth; ’
therefore, we will continually develop or E%%ﬁu%ﬁﬁ/—wxﬁ
strive for the requisite resources of human,

technology, logistic management as well

as other infrastructure.

Our new brand i-MlIX shop
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Chairman’s Statement

LIQUIDITY & BORROWING

As we anticipate an early arrival of spring-summer season in the Hong Kong
and Taiwan markets and plan to develop Singapore operation, as at the
balance sheet date the Group's inventories increased to HK$58,210,000
(2000: HK$27,225,000).

As at the balance sheet date, the Group’s shareholders’ fund amounted to
HK$147,782,000, show an increase of HK$30,753,000 which compare with
the previous year.

As at the balance sheet date, the Group’s cash and bank balances amounted
of HK$33,042,000 (2000: HK$51,800,000) and the outstanding bank
borrowings and overdraft amounted to HK$28,753,000 (2000: HK$1,070,000)
whereas the total borrowings was HK$29,284,000 (2000: HK$2,205,000).

For the year under review, the gearing ratio, “the ratio of total borrowings to
shareholders’ funds” of the Group is 0.198 (2000: 0.019). The change in the
gearing ratio was mainly as the result of new bank loans raised for the
purpose of financing the purchase of properties. During the year, the Group
acquired certain properties for an aggregate consideration of HK$32,674,000.
Even though the gearing ratio increased, the Group managed to maintain a
healthy financial position.

STAFF & REMUNERATION POLICIES

For the year under review, the Group had 2,656 employees. The Group
mainly determines staff remuneration (including insurance and medical benefits)
in accordance with the industry’s practices. Subject to performance of annual
results, the Group has also adopted a set of incentive plan for its employees.

By Order of the Board
Cheng Chung Man, Johnny
Chairman and Managing Director

Hong Kong, 24th July, 2001
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Directors’ Report

The directors present their annual report and the audited financial statements
of the Company and of the Group for the year ended 31st March, 2001.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities of
the Company’s principal subsidiaries as at 31st March, 2001 are set out in
note 31 to the financial statements.

PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at 31st March, 2001
are set out in note 31 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and the appropriations of the Company for the year
ended 31st March, 2001 are set out in the consolidated income statement
on page 22 of the annual report and in the accompanying notes to the
financial statements.

The directors recommend the payment of a final dividend of HKO.37 cent per
share payable to shareholders whose names appeared on the register of
members on 13th September, 2001 which, together with the interim dividend
of HKO.23 cent per share paid during the year, gives a total dividend of
HKO.60 cent per share for the year. Details of the dividends are set out in
note 9 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate purchases attributable to the Group’s five
largest suppliers comprised approximately 71% of the Group’s total purchases
and the purchases attributable to the Group’s largest supplier were
approximately 20% of total purchases. The aggregate sales attributable to
the Group’s five largest customers were less than 30% of the Group’s total
sales.

None of the directors, their associates or any shareholders which, to the
knowledge of the directors, owns more than 5% of the Company’s issued
share capital had any interest in the share capital of any of the five largest
suppliers of the Group.
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Directors’ Report

RESERVES

Details of the movements in the reserves of the Group and of the Company
during the year are set out in note 21 to the financial statements.

The Company’s reserves available for distribution to its shareholders comprise
its contributed surplus and retained profits amounting to approximately HK$53
million (after the proposed final dividend of HK$6,127,000) as at 31st March,
2001 provided that, after distribution, the Company will be able to pay its
debts as they fall due in the ordinary course of business.

FINANCIAL SUMMARY

A summary of the results of the Group for the five years ended 31st March,
2001 and of the assets and liabilities of the Group as at 31st March, 1998,
1999, 2000 and 2001 is set out on page 55 of the annual report.

INVESTMENT PROPERTIES AND PROPERTY, PLANT AND
EQUIPMENT

During the year, the Group spent approximately HK$15,226,000 and
HK$50,092,000 on the acquisition of investment properties and property,
plant and equipment, respectively, for the purpose of expanding the Group’s
business.

The investment properties and leasehold land and buildings of the Group
were revalued on 31st March, 2001. The deficit arising on revaluation of
these properties of approximately HK$649,000 has been charged to the
consolidated income statement.

Details of these and other movements in the investment properties and
property, plant and equipment of the Group during the year are set out in
notes 11 and 12 to the financial statements, respectively.

A summary of the investment properties of the Group is set out on page 56
of the annual report.
SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the share capital of the Company during the
year are set out in note 19 to the financial statements.

Details of the Company’s share option scheme are set out in note 20 to the

financial statements. No share options were granted by the Company up to
31st March, 2001.
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Directors’ Report

BORROWINGS AND INTEREST CAPITALISED

Bank borrowings and obligations under hire purchase contracts repayable
within one year or on demand are classified as current liabilities. Repayment
analyses of obligations under hire purchase contracts and bank borrowings
at 31st March, 2001 are set out in notes 17 and 18 to the financial statements,
respectively.

No interest was capitalised by the Group during the year.

DIRECTORS

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

Executive directors:

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

Independent non-executive directors:

Mr. Cheng Chung Hoo
Mr. Yang Wei Tak

In accordance with clauses 108(A) and 112 of the Company’s Articles of
Association, Mr. Cheung Chung Hoo retires at the forthcoming annual general
meeting and, being eligible, offers himself for re-election.

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

DIRECTORS’ SERVICE CONTRACTS

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

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

compensation.
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Directors’ Report

DIRECTORS, SENIOR MANAGEMENT BIOGRAPHIES
Executive directors

Mr. CHENG Chung Man, Johnny, aged 44, is the chairman and managing
director of the Group. He established the Group in 1984 and is responsible
for the overall strategic planning and formulation of corporate policies of the
Group. Mr. Cheng has over 17 years of experience in the apparel distribution
and manufacturing business.

Ms. LAM Yuk Sum, aged 41, is an executive director responsible for the
overall strategic planning as well as the Group’s merchandising management
and design and development. She joined the Group in 1987 and has over
12 years of experience in fashion design and garment industry. She is the
wife of Mr. Cheng.

Mr. NG Man Kit, Lawrence, aged 45, is an executive director. Mr. Ng is
responsible for the overall strategic planning, retail operation as well as
business development of the Group. Before joining the Group in December,
1997, Mr. Ng was an executive director of a listed footwear group, an
executive director of a listed fashion group and the vice president of a listed
trading company in Hong Kong. Mr. Ng holds a distinction diploma in History
from the Hong Kong Baptist University and has over 20 years of experience
in the retail services industry in Hong Kong.

Independent non-executive directors

Mr. CHENG Chung Hoo, aged 64, is a non-executive director. Since 1975,
he has been a managing director of a fashion trading and property
development company. He has also been a managing director of a property
investment company over 3 years,

Mr. YANG Wei Tak, aged 71, 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 27 years.
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Senior management

Ms. WONG Chi Ying, aged 32, 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 an associate member of The Association of Chartered
Certified Accountants in the United Kingdom and the Hong Kong Society of
Accountants.

DIRECTORS’ INTERESTS IN SHARES

At 31st March, 2001, the interests of the directors and their associates in
the share capital of the Company and its associated corporations as recorded
in the register maintained by the Company pursuant to Section 29 of the
Hong Kong's Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”) were as follows:

B A

Number of Shares held
LFRES BARRS xRS Hthig e
Corporate Personal Family Other
EFENS Name of director interests interests interests interests
(Bat) (Btat)
(Note) (Note)

B 5B A Mr. Cheng Chung Man, Johnny - - 911,739,650
MEZL L Ms. Lam Yuk Sum - 124,194,000 911,739,660 911,739,650

REG%E Mr. Ng Man Kit, Lawrence - 82,804,530 -
Hfat: % 5 B 1D B Silver Crown Profits  Note:  These shares are beneficially owned by Silver Crown Profits Limited (“Silver Crown”). The

Limited ( [ Silver Crown]) B # H °
Silver Crown#) ik 3 Jh 83 & # 15 5F
J Cheng Family Trustf) st AFTH B
ZEREANIRABREBELEEN
KI&RK B °

B EXFTIEEIN BRETEFNUE
AEARTEEFERBARTOHE
THREARDIIN R=ZFT—-F=A
=t—R REEHEREAL HE
NARRHETMEE AR (RKE
BAGONER) WEMNESFTHER
Ef e

shares in Silver Crown are in turn held by the trustee of the J Cheng Family Trust, a
discretionary trust the beneficiaries of which include Mr. Cheng Chung Man, Johnny's
family members.

Save as disclosed above, other than certain nominee shares in the subsidiaries
held by certain directors in trust for the Group, none of the directors or their
associates had any interests in any securities of the Company or any of its
associated corporations as defined in the SDI Ordinance as at 31st March,
2001.
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Directors’ Report

DIRECTORS’
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Other than the share option scheme of the Company as disclosed in note 20
to the financial statements, 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. None of the directors, or their spouses or their children under the
age of 18, had any right to subscribe for the securities of the Company, or
had exercised any such rights during the year.

CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS

Details of the discloseable connected transactions for the year are set out in
note 29 to the financial statements. Save as disclosed therein:

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

(if) there were no other transactions which need to be disclosed as
connected transactions in accordance with the requirements of the
Rules (the “Listing Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

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 29(a) to
the financial statements and in their opinion, these transactions entered into
by the Group were:

(i) in the ordinary and usual course of business of the Group;
(ii) on arm’s length basis, on normal commercial terms and in accordance

with the terms of the agreement governing such transaction; and

(iif) fair and reasonable so far as the shareholders of the Company are
concerned.
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS

At 31st March, 2001, the register of substantial shareholders maintained by
the Company pursuant to Section 16(1) of the SDI Ordinance showed that,
other than the interests disclosed under the heading “Directors’ Interests In
Shares”, the Company had not been notified of any interests representing
10% or more of the issued share capital of the Company.

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.

PURCHASES, 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.

CORPORATE GOVERNANCE
The Company has complied throughout the year ended 31st March, 2001

with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules.

AUDITORS

A resolution will be submitted to the annual general meeting of the Company
to re-appoint Messrs. Deloitte Touche Tonmatsu as auditors of the Company.
By order of the Board

Cheng Chung Man, Johnny
Chairman and Managing Director

Hong Kong, 24th July, 2001
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(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 22 to 54 which have
been prepared in accordance with accounting principles generally accepted
in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Company's directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial statements
which give a true and fair view it is fundamental that appropriate accounting
policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on
those statements and to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards
issued by the Hong Kong Society of Accountants. An audit includes
examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the
significant estimates and judgments made by the directors in the preparation
of the financial statements, and of whether the accounting policies are
appropriate to the circumstances of the Company and of the Group,
consistently applied and adequately disclosed.
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Auditors’ Report I

TO THE SHAREHOLDERS OF VEEKO INTERNATIONAL HOLDINGS
LIMITED (continued)
(incorporated in the Cayman Islands with limited liability)

BASIS OF OPINION (continued)

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming our opinion we
also evaluated the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a reasonable basis
for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of
affairs of the Company and of the Group as at 31st March, 2001 and of the
profit and cash flows of the Group for the year then ended and have been
properly prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 24th July, 2001
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For the year ended 31st March, 2001

Bt &t
Note

Turnover
Cost of sales
Selling and distribution costs
Administrative expenses
Other operating revenue
Deficit arising on revaluation
of leasehold land
and buildings
Deficit arising on revaluation
of investment properties

Profit from operations
Finance costs
Investment income 6

O W

Profit before taxation
Taxation 7

Profit attributable to shareholders 8

Dividends 9

Earnings per share 10

2001 2000
FET FET
HK$’000 HK$'000
345,014 304,640
(87,202) (72,379)
(153,005) (134,708)
(63,396) (45,748)
2,403 2,581
(613) (1,728)
(36) (400)
43,165 52,258
(2,470) (915)
3,030 1,379
43,725 52,722
3,026 4,014
40,699 48,708
9,936 9,936
(i) ()
2.46 cents 2.96 cents
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At 31st March, 2001

Non-current Assets
Investment properties
Property, plant and equipment

Current Assets
Inventories
Trade and other receivables
Rental and utility deposits
Taxation recoverable
Pledged bank deposits
Bank balances and cash

Current Liabilities
Trade and other payables
Bills payable
Taxation payable
Proposed dividend
Obligations under hire
purchase contracts
— due within one year
Bank borrowings
— due within one year

Net Current Assets

Capital and Reserves
Share capital
Reserves

Non-current Liabilities
Obligations under hire
purchase contracts
— due after one year
Bank borrowings
— due after one year

Kt aF
Note

11
12

14
15

16

17

18

19
21

17

18

2001 2000
FET TETT
HK$°000 HK$'000
28,150 4,200
58,587 35,924
86,737 40,124
58,210 27,225
17,640 17,5695
23,746 18,487
1,728 =
6,000 6,000
27,042 45,800
134,366 115,107
35,597 25,877
1,140 1,287
1,173 2,706
6,127 6,127
290 604
22,708 1,070
67,035 37,671
67,331 77,436
154,068 117,660
16,560 16,560
131,222 100,469
147,782 117,029
241 531
6,045
6,286 531
154,068 117,660

The financial statements on pages 22 to 54 were approved by the Board of

Directors on 24th July, 2001 and are signed on its behalf by:

Cheng Chung Man, Johnny

Chairman and Managing Director

Lam Yuk Sum
Director
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At 31st March, 2001

Non-current Assets
Interests in subsidiaries

Current Assets
Other receivables
Dividend receivable
from a subsidiary
Bank balances

Current Liabilities
Accrued charges
Proposed dividend

Net Current Assets

Capital and Reserves
Share capital
Reserves

Non-current Liabilities
Amounts due to subsidiaries

Cheng Chung Man, Johnny
Chairman and Managing Director

Lam Yuk Sum
Director

Bt &t
Note

13

19
21

13

2001 2000
FET TFET
HK$°000 HK$'000
164,417 135,949
221 132
6,370 6,900

6
6,597 7,032
82 163
6,127 6,127
6,209 6,290
388 742
164,805 136,691
16,560 16,560
61,806 61,794
78,366 78,354
86,439 58,337
164,805 136,691




£ Consolidated Statement of Recognised GaliSETISENEN

Bz—_ZTZ—F=ZA=+—H8LtEE For the year ended 31st March, 2001

2001 2000
FHET FAET
HK$°000 HK$'000
BINEBRREE WA Exchange differences arising
MERANBERCHRE on translation of overseas
HNIE = B8 operations not recognised
in the consolidated income
statement (10) =
N F JE N F R Net profit for the year 40,699 48,708
REEEERY = Total recognised gains
L] for the year 40,689 48,708
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For the year ended 31st March, 2001

Bt &t
Note

NET CASH INFLOW FROM

OPERATING ACTIVITIES 22

RETURNS ON INVESTMENTS
AND SERVICING OF FINANCE

Dividends paid

Interest paid on bank borrowings

Finance charge on obligations
under hire purchase contracts

Interest received

Rental received from investment
properties

NET CASH OUTFLOW FROM
RETURNS ON INVESTMENTS
AND SERVICING OF FINANCE

TAXATION
Hong Kong Profits Tax paid
Overseas tax paid

TAX PAID

INVESTING ACTIVITIES
Purchase of property, plant
and equipment
Purchase of investment properties
Decrease (increase) in bank deposits
Proceeds from disposal of property,
plant and equipment

NET CASH OUTFLOW FROM
INVESTING ACTIVITIES

NET CASH OUTFLOW BEFORE
FINANCING

2001 2000
FEiT FET
HK$°000 HK$'000
32,706 61,399
(9,936) (3,809)
(2,368) (614)
(102) (301)
3,030 1,379
1,181 398
(8,195) (2,947)
(5,183) (2,352)
(1,104) (56)
(6,287) (2,408)
(50,092) (16,031)
(15,226) -
27,352 (49,130)
1,267 565
(36,699) (64,596)
(18,475) (8,652)
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For the year ended 31st March, 2001

Bt &t
Note

FINANCING 23
New loan raised
Repayment of bank loans
Repayment of obligations under
hire purchase contracts
Proceeds from public issue
of shares
Share issue expenses

NET CASH INFLOW FROM
FINANCING

(DECREASE) INCREASE IN
CASH AND CASH
EQUIVALENTS

CASH AND CASH
EQUIVALENTS AT
BEGINNING OF THE
YEAR

EFFECT OF FOREIGN
EXCHANGE RATE
CHANGES

CASH AND CASH
EQUIVALENTS AT END
OF THE YEAR

ANALYSIS OF THE
BALANCES OF CASH
AND CASH EQUIVALENTS

Bank balances and cash

Bank loans with maturity date
within three months of
date of advance

Bank overdrafts

Import loans

2001 2000
F T FAETL
HK$°000 HK$’000
8,190 =
(975) (3,420)
(604) (397)

- 32,000

- (7,324)

6,611 20,859
(11,864) 12,307
1,600 (10,707)
(10) =
(10,274) 1,600
11,264 2,670
(10,000) =
(8,315) (1,070)
(3,223) =
(10,274) 1,600
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Notes to the Financial Staterienis 0

For the year ended 31st March, 2001

1. GENERAL

The Company was incorporated as an exempted company with limited liability
in the Cayman lIslands under the Companies Law (1998 Revision) of the
Cayman Islands and its shares are listed on The Stock Exchange of Hong
Kong Limited (the "Stock Exchange”). Its ultimate holding Company is Silver
Crown Profits Limited, a company which is incorporated in the British Virgin
Islands.

The Company is an investment holding company. The principal activities of
its principal subsidiaries are set out in note 31.

The financial statements have been presented in Hong Kong dollars, the
currency in which the majority of the transactions are denominated.

2. SIGNIFICANT ACCOUNTING POLICIES

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

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

Basis of consolidation

The consolidated financial statements incorporate the financial statements of
the Company and its subsidiaries made up to 31st March each year.

The results of the subsidiaries acquired or disposed of during the year, other
than those acquired under the group reorganisation in 1999, are included in
the consolidated income statement from the effective date of acquisition or
up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances between group
enterprises are eliminated on consolidation.
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For the year ended 31st March, 2001

Goodwill

Goodwill represents the excess of the purchase consideration over the fair
value ascribed to the Group'’s share of the separable net assets at the date
of acquisition of a subsidiary and is eliminated against reserves immediately
on acquisition. Negative goodwill, which represents the excess over the
purchase consideration of the fair value ascribed to the Group’s share of the
separable net assets at the date of acquisition of a subsidiary is credited to
reserves.

On disposal of investments in subsidiaries, the attributable amount of goodwill
previously eliminated against or credited to reserves is included in the
determination of the profit or loss on disposal of the subsidiary.

Investment in subsidiaries

A subsidiary is an enterprise in which the Company, directly or indirectly,
holds more than half of the issued share capital, or controls more than half of
the voting power, or where the Company controls the composition of its
board of directors or equivalent governing body.

Investments in subsidiaries are included in the Company’s balance sheet at
cost, as reduced by any impairment loss. The results of subsidiaries are
accounted for by the Company on the basis of dividends received or receivable
during the year.

Investment properties

Investment properties are completed properties which are held for their
investment potential, any rental income being negotiated at arm’s length.

Investment properties are stated at their open market value based on
independent professional valuation at the balance sheet date. Any surplus or
deficit arising on the revaluation of investment properties is credited or charged
to the investment property revaluation reserve unless the balance on this
reserve is insufficient to cover a deficit, in which case the excess of deficit
over the balance on the investment property revaluation reserve is charged
to the income statement. Where a deficit has previously been charged to the
income statement and a revaluation surplus subsequently arises, this surplus
is credited to the income statement to the extent of the deficit previously
charged.
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For the year ended 31st March, 2001

Investment properties (continued)

On the disposal of an investment property, the balance on the investment
property revaluation reserve attributable to that property is transferred to the
income statement.

No amortisation is provided on investment properties except where the
unexpired term of the relevant lease is twenty years or less.

Property, plant and equipment

Property, plant and equipment is stated at cost or valuation less depreciation
and amortisation. The cost of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its present working condition
and location for its intended use. Expenditure incurred after the assets have
been put into operation, such as repairs and maintenance and overhaul
costs, is normally charged to the income statement in the period in which it
is incurred. In situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic benefits
expected to be obtained from the use of the asset, the expenditure is
capitalised as an additional cost of the asset.

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

Where the recoverable amount of an asset has declined below its carrying
amount, the carrying amount is reduced to reflect the decline in value. In
determining the recoverable amount of assets, expected future cash flows
are not discounted to their present values.

Land and buildings are stated in the balance sheet at their revalued amount,
being the fair value on the basis of their existing use at the date of revaluation
less any subsequent accumulated depreciation and amortisation. 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.



held

HE_ZT-—F=A=+—RHIFE

Al

EXREREBBRME (2

At EEFERAELENTMER
BE BERAEGEE RIFLAEE
FETANNRAXNA-EENE
fARE EUIERT ZHIEEREA
W A ¥R 2 - LA 3K 85 5 AT 0 BR B RL(E
BEERMELANKREME SEA
HZHEERNEGMEENEGHE
mER (W A)  AISHERAS BE - A REE
M EERRKR L ERNRE BTN
EfMARERERER RN

E¥ BERABREEE R
{8 F3 45 18 7 - DA BE 4RO 5K R M o
fE 1B DA HH 9T 6 R MR R A A
84 7 0

HE 1

HEZF

HMEBFEER

B 5 R R o % 2%
B REE
WAERME

TE

RABAOBENEE DRERS
EAERRANEE RERERF
T

BREBSHRAMRE

RHEHBEABENEE DHERK
BEHNAVEEREELS ABE
AEENEBEAENETZRD T57
EHBAMAENEZ AN TH5IE
MEANAE -REKNADUBEE
MBERERAFEERE 2HNE
B RBEESOHERKARE S
B - DATE &5 {2 51 HIR - ph A HE R BE
AIBEEMERh X

For the year ended 31st March, 2001

Property, plant and equipment (continued)

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

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

Leasehold land Over the remaining terms of the leases

BRHEAERT FH

Over the estimated useful lives of 20 years

RGET A FH205F

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

20% BN F (ABREERE)

Leasehold buildings

Leasehold improvements

Plant and machinery 25%
Furniture and fixtures 20%
Office equipment 25% — 33"/3%

Motor vehicles 20%

Assets held under hire purchase contracts are depreciated over their expected
useful lives on the same basis as owned assets.

Assets held under hire purchase contracts

Assets held under hire purchase contracts are capitalised at their fair value
at the date of acquisition. The corresponding outstanding principal portion of
the hire purchase commitments are shown as obligations under hire purchase
contracts. Finance costs, which represent the difference between the total
contractual commitments and the fair value of the assets acquired, are charged
to the income statement over the period of the respective contracts so as to
produce a constant periodic rate of charge on the remaining balances of the
obligations for each accounting period.
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For the year ended 31st March, 2001

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost,
which comprises all costs of purchase and where applicable, costs of
conversion and other costs that have been incurred in bringing the inventories
to their present location and condition, is calculated using the first-in, first-
out method. Net realisable value represents the estimated selling price in the
ordinary course of business less the estimated costs of completion and the
estimated costs necessary to make the sale.

Turnover

Turnover represents the net amounts received and receivable for goods sold,
less returns and allowances, by the Group to outside customers during the
year.

Revenue recognition

Sale of goods is recognised when goods are delivered and title has passed.

Interest income is accrued on a time basis, by reference to the principal
outstanding and at the interest rate applicable.

Rental income from properties under operating leases is recognised on a
straight line basis over the term of the relevant leases.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are translated at the
rates ruling on the dates of the transactions or at the contracted settlement
rate. Monetary assets and liabilities denominated in foreign currencies other
than Hong Kong dollars are re-translated at the rates ruling on the balance
sheet date. Gains and losses arising on exchange are dealt with in the
income statement.

On consolidation, the financial statements of overseas operations which are
denominated in currencies other than Hong Kong dollars are translated to
Hong Kong dollars at the rates ruling on the balance sheet date. All exchange
differences arising on translation are dealt with in the translation reserve.
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For the year ended 31st March, 2001

Taxation

The charge for taxation is based on the results for the year as adjusted for
items which are non-assessable or disallowed. Timing differences arise from
the recognition for tax purposes of certain items of income and expense in a
different accounting period from that in which they are recognised in the
financial statements. The tax effect of the timing differences, computed using
the liability method, is recognised as deferred taxation in the financial
statements to the extent that it is probable that a liability or an asset will
crystallise in the foreseeable future.

Operating leases

Rentals payable under operating leases are charged to the income statement
on a straight line basis over the term of the relevant leases.

Retirement benefits scheme contributions

Contributions paid or payable by the Group to the mandatory provident fund
schemes are charged to the income statement in the period in which they
become payable.

Cash equivalents

Cash equivalents represent short term, highly liquid investments which are
readily convertible into known amounts of cash and which were within three

months of maturity when acquired, less advances from banks repayable
within three months from the date of the advances.
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Notes to the Financial Statemenis

For the year ended 31st March, 20071

3. PROFIT FROM OPERATIONS

Profit from operations has been arrived
at after charging:

Staff costs:
Directors’ remuneration (note 4)
Salaries and other benefits
Retirement benefits scheme contributions

Auditors’ remuneration:
Current year
Underprovision in previous year
Depreciation and amortisation:
Owned assets
Assets held under hire purchase
contracts
Loss on disposal of property, plant
and equipment
Rental payments in respect of properties
under operating leases

and after crediting:

Rental income from investment properties
under operating leases™

* There were no significant outgoings relating to rental income during either year.

2001 2000
FET TET
HK$°000 HK$'000
3,905 3,609
80,249 63,361
559 =
84,713 66,970
692 612

- 110
14,942 12,684
674 642
1,173 =
86,825 80,281
1,163 398
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For the year ended 31st March, 2001

Directors
2001 2000
FET FAETT
HK$°000 HK$'000
Fees:
Executive - -
Independent non-executive 100 -
Other emoluments of executive directors:
Salaries and other benefits 3,793 3,609
Retirement benefits scheme contributions 12 -
3,905 3,609

The emoluments of the directors were within the following bands:

E=®A
Number of directors
2001 2000
Nil to HK$1,000,000 3 4
HK$1,000,001 to HK$1,500,000 - 1
HK$1,500,001 to HK$2,000,000 2 1

Employees

The five highest paid individuals included three (2000: three) executive
directors of the Company, details of whose emoluments are set out in above.
The emoluments of the remaining two (2000: two) individuals are as follows:

2001 2000

FET FAETT

HK$°000 HK$'000

Salaries and other benefits 1,266 1,183
Retirement benefits scheme contributions 8 -

1,274 1,183
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Notes to the Financial Statemenis

For the year ended 31st March, 20071

4. DIRECTORS’

(continued)

AND EMPLOYEES’ EMOLUMENTS

Employees (continued)

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

During each of the years ended 31st March, 2001 and 2000, no emoluments
were paid by the Group to any of the directors or the five highest paid
individuals (including directors and employees) as an inducement to join or
upon joining the Group or as compensation for loss of office. None of the
directors has waived any emoluments during the years ended 31st March,
2001 and 2000.

5. FINANCE COSTS

2001 2000
TRET FET
HK$’000 HK$'000
Interest on:
Bank borrowings wholly repayable

within five years 1,759 614

Bank borrowings not wholly repayable
within five years 609 =
Obligations under hire purchase contracts 102 301
2,470 915

6. INVESTMENT INCOME

The amount represents interest earned on bank and other deposits.
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7. TAXATION

2001 2000
TFET FAET
HK$’000 HK$'000
The charge comprises:
Hong Kong Profits Tax
Current year 2,150 3,674
Under (over) provision in previous years 221 (223)
2,371 3,351
Overseas taxation 655 663
3,026 4,014

Hong Kong Profits Tax is calculated at 16% on the estimated assessable
profit for the year.

A portion of the Group’s profit neither arises in, nor is derived from, Hong
Kong. Accordingly, that portion of the Group’s profit is not subject to Hong
Kong Profits Tax.

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

The Group and the Company had no significant unprovided deferred taxation
for the year and at the balance sheet date.

8. PROFIT ATTRIBUTABLE TO SHAREHOLDERS
Of the Group’s profit attributable to shareholders, a profit of approximately

HK$9,948,000 (2000: HK$10,033,000) has been dealt with in the financial
statements of the Company.

9. DIVIDENDS

2001 2000
FEIT FET
HK$’000 HK$'000
Interim dividend of HKO0.23 cent

(2000: HKO0.23 cent) per share 3,809 3,809

Proposed final dividend of HKO.37 cent
(2000: HKO.37 cent) per share 6,127 6,127
9,936 9,936
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Notes to the Financial Statemenis

For the year ended 31st March, 2001

9.

The amount of the final dividend proposed for the year ended 31st March,
2001, which has been calculated by reference to 1,656,000,000 shares
(2000: 1,656,000,000 shares, adjusted for the effect of the subdivision of
the Company’s shares as set out in note 19) in issue as at the date of this
report, is subject to approval by the shareholders in the forthcoming annual
general meeting.

10. EARNINGS PER SHARE

The calculation of earnings per share is based on the profit attributable to
shareholders of HK$40,699,000 (2000: HK$48,708,000) and on
1,656,000,000 shares (2000: on the weighted average of 1,646,382,510
shares, adjusted for the effect of the subdivision of the Company’s shares as
set out in note 19) in issue during the year.

11. INVESTMENT PROPERTIES

*TEH
THE GROUP
FET
HK$'000
VALUATION

At Tst April, 2000 4,200
Additions 15,226
Transfer from leasehold land and buildings 8,760
Deficit on revaluation (36)

At 31st March, 2001

28,150

The investment properties of the Group are situated in Hong Kong and are
held under medium-term leases. They are held for rental purposes under
operating leases.

At 31st March, 2001, the investment properties of the Group were revalued
by FPDSavills (Hong Kong) Limited, independent professional valuers, on an
open market value basis. The resulting deficit arising on revaluation of these
properties has been charged to the consolidated income statement.
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11’8
HELH HERT RE
kBT K& BE REfR
Leasehold  Leasehold RfREHE  Furniture HLERH RE
land and improve-  Plant and and Office Motor &t
buildings ments  machinery fixtures  equipment vehicles Total
TAT TAT TAT ThT TAT TAT TAT
HK$'000 HK$:000 HK$'000 HK$'000 HK$'000 HK$'000 HK8'000
THE GROUP
COST OR VALUATION
At 1st April, 2000 12,843 31,690 6,920 7,320 4,707 3,370 66,850
Additions 18,671 23,218 1,787 5,167 1,249 - 50,092
Transfer to investment
properties (8,760) - - - - - (8,760)
Disposals (1,403) (9,288) (119) (148) - - (10,968)
Adjustment on revaluation (1,221) - - - - - (1,221)
At 31st March, 2001 20,130 45,620 8,588 12,339 5,956 3,370 96,003
Comprising:
At Cost - 45,620 8,588 12,339 5,956 3,370 75,873
At Valuation 20,130 - - - - - 20,130
20,130 45,620 8,588 12,339 5,956 3,370 96,003
DEPRECIATION AND
AMORTISATION
At 1st Apr, 2000 - 19,216 2,909 3,923 2,957 1,921 30,926
Provided for the year 641 10,306 1,282 1,752 961 674 15,616
Eliminated on disposals (33) (8,284) (119) (82) - - (8,518)
Eliminated on revaluation (608) - - - - - (608)
At 31st March, 2001 - 21,238 4,072 5,593 3918 2,595 37,416
NET BOOK VALUES
At 31st March, 2001 20,130 24,382 4,516 6,746 2,038 775 58,587
At 31st March, 2000 12,843 12,474 4,011 3,397 1,750 1,449 35,924
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12. PROPERTY, PLANT AND EQUIPMENT (continued)

The leasehold land and buildings of the Group are situated in Hong Kong
and are held under medium-term leases.

The leasehold land and buildings of the Group were revalued at 31st March,
2001 by FPDSavills (Hong Kong) Limited, independent professional valuers,
on an open market value basis. The resulting deficit arising on revaluation of
these properties has been charged to the consolidated income statement.

Had leasehold land and buildings been carried at cost less accumulated
depreciation and amortisation, the carrying value of the leasehold land and
buildings would have been approximately HK$22,166,000 (2000:
HK$15,461,000).

The net book value of the Group’s property, plant and equipment includes an

amount of approximately HK$775,000 (2000: HK$1,449,000) in respect of
assets held under hire purchase contracts.

13. INTERESTS IN SUBSIDIARIES

2001 2000

FET FAEIT

HK$°000 HK$'000

Unlisted shares 53,630 53,630
Amounts due from subsidiaries 110,787 82,319
164,417 135,949

Amounts due to subsidiaries 86,439 58,337

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

The balances with subsidiaries are unsecured, interest free and have no
fixed terms of repayment. In the opinion of the directors, the amounts will not
be repayable within twelve months from the balance sheet date and,
accordingly, the amounts are classified as non-current.

Details of the Company’s subsidiaries at 31st March, 2001 are set out in

note 31.
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14. INVENTORIES

*TEH

THE GROUP
2001 2000
TFRETT FHET
HK$’000 HK$'000
Raw materials 12,986 3,830
Work in progress 6,236 5,337
Finished goods 38,988 18,058
58,210 27,225

15. TRADE AND OTHER RECEIVABLES

At 31st March, 2001, included in the Group's trade and other receivables
were trade receivables of approximately HK$14,073,000 (2000:
HK$14,562,000). The Group allows an average credit period of 30 to 60
days to its trade customers. Details of the aged analysis of trade receivables
are as follows:

*EH

THE GROUP
2001 2000
TRT T T
HK$°000 HK$'000
Within 30 days 10,044 7,336
31 - 60 days 3,813 5,240
Over 60 days 216 1,986
14,073 14,562
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16. TRADE AND OTHER PAYABLES

At 31st March, 2001, included in the Group’s trade and other payables were
trade payables of approximately HK$18,927,000 (2000: HK$12,514,000).
Details of the aged analysis of trade payables are as follows:

*KH

THE GROUP
2001 2000
TFRT FET
HK$°000 HK$'000
Within 30 days 8,319 5,628
31 - 60 days 8,719 1,802
Over 60 days 1,889 5,184
18,927 12,5614

17. OBLIGATIONS UNDER HIRE PURCHASE CONTRACTS

&M
THE GROUP
2001 2000
FEIT FET
HK$°000 HK$'000
The maturity of obligations under hire
purchase contracts is as follows:
Within one year 290 604
More than one year but not exceeding
two years 241 290
More than two years but not exceeding
five years - 241
531 1,135
Less: Amount due within one year shown
under current liabilities (290) (604)
Amount due after one year 241 531
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Bank borrowings comprise:

Bank overdrafts
Import loans
Bank loans

Analysed as:

Secured
Unsecured

The above amounts are repayable
as follows:

Within one year or on demand

More than one year but not exceeding
two years

More than two years but not exceeding
five years

Qver five years

Less: Amount due within one year shown
under current liabilities

Amount due after one year

x%E
THE GROUP
2001 2000
F&EiT FE T
HK$’000 HK$'000
8,315 1,070
3,223 -
17,215 -
28,753 1,070
27,218 40
1,535 1,030
28,753 1,070
22,708 1,070
1,170 -
3,510 -
1,365 -
28,753 1,070
(22,708) (1,070)
6,045 -
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LiEmSAE
Number of E{E
ordinary shares Value
FHET
HK$'000
Authorised:
At 1st April, 1999 and 2000
(HK$0.10 each) 1,000,000,000 100,000
Subdivision of shares of 1 into 10 9,000,000,000 =
At 31st March, 2001 (HK$0.01 each) 10,000,000,000 100,000
Issued and fully paid:
At 1st April, 1999 (HK$0.10 each) 4,948,480 495
Issue of new shares to the public
on 12th April, 1999 32,000,000 3,200
Issue by capitalisation of share
premium account 128,651,520 12,865
At 1st April, 2000 (HK$0.10 each) 165,600,000 16,560
Subdivision of shares of 1 into 10 1,490,400,000 -
At 31st March, 2001 (HK$0.01 each)  1,656,000,000 16,560

Pursuant to an ordinary resolution passed at the annual general meeting of
the Company held on 20th September, 2000, a subdivision of each of the
shares of the Company of HK$0.10 each into ten shares of HK$0.01 each

was approved.



L

y
.
HE-ZT—F=ZA=1+—HLFE

20. MERRiERT®

BREARAR-NANFOA+AR
PR R ARt 8l ([T 81)) - &
ARAEFARARBHEEMME R
AMEMATESHKEREERTE
Bt BARREERA QR KD R
EEREBRERSNAEXZBEHE
Bt 32 PN F 9 T B #980% LA R &
MESERBBRN ERBHET
SHEBARREREEITRAN10%.

B R LT 8 AR WRR IR % At 8l
B[R B iR -

Notes to the Financial Statemenis

For the year ended 31st March, 20071

20. SHARE OPTION SCHEME

Pursuant to the share option scheme of the Company adopted on 15th April,
1999 (the “Scheme”), the directors of the Company may grant options to any
executive director or full time employee of the Company or any of its
subsidiaries to subscribe for shares in the Company at a price not less than
the higher of the nominal value of the Company’s shares and 80% of the
average of the closing prices of the Company’s shares on the Stock Exchange
for the five trading days immediately preceding the date of the grant of the
options, subject to a maximum of 10% of the issued share capital of the
Company from time to time.

No option has been granted or agreed to be granted under the Scheme
since its adoption.
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RREHEN (HiE6)
[

R-FETENA-A
BREMER (Hts)

THE GROUP
At st April, 1999

For the year ended 31st March, 2001

Premium arising from public

issue of shares
Share issue expenses
Capitalisation of share

premium account
Profit attributable to

shareholders
Dividends

At 1st April, 2000

Exchange differences on
translation of overseas
operations

Profit attributable to
shareholders

Dividends

At 31st March, 2001

THE COMPANY
At 1st April, 1999
Premium arising from
public issue of shares
Share issue expenses
Capitalisation of share
premium account
Profit attributable to
shareholders (note 8)
Dividends

At 1st April, 2000
Profit attributable to

shareholders (note 8)
Dividends

At 31st March, 2001

REEN
3 (E#)
REE R R BARR R B Gk R Retained
Share  Translation  Contributed Special profits 8t
premium reserve surplus reserve (deficit) Total
FET TET FE FET FE FEx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
- 154 - 2,260 50,666 53,086
28,800 - - - - 28,800
(7,324) - - - - (7,324)
(12,865) - - - - (12,865)
- - - - 48,708 48,708
- - - - (9,936) (9,936)
8,611 154 - 2,260 89,438 100,469
- (10) - - - (10)
- - - - 40,699 40,699
- - - - (9,936) (9,936)
8,611 144 - 2,266 120,201 131,222
- - 53,135 - (49) 53,086
28,800 - - - - 28,800
(7,324) - = = - (7,324)
(12,865) - - - - (12,865)
- - - - 10,083 10,083
- - - - (9,936) (9,936)
8,611 - 53,135 - 48 61,794
- - - - 9,948 9,948
- - - - (9,936) (9,936)
8,611 - 53,135 - 60 61,806
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21. RESERVES (cor

The special reserve of the Group represents: the difference between the
nominal value of share capital of Veeko Holdings Limited and the nominal
value of the share capital issued by the Company as consideration for the
acquisition, arisen from a group reorganisation in 1999; and the difference
between the aggregate nominal value of the share capital of the subsidiaries
when they were acquired by Veeko Holdings Limited prior to the group
reorganisation and the nominal value of the share capital issued by Veeko
Holdings Limited as consideration for the acquisition.

The contributed surplus of the Company represents the difference between
the consolidated shareholders’ funds of the subsidiaries at the date on which
they were acquired by the Company and the nominal value of the Company’s
shares issued for the acquisition at the time of the group reorganisation in
1999.

22. RECONCILIATION OF PROFIT BEFORE TAXATION TO
NET CASH INFLOW FROM OPERATING ACTIVITIES

2001 2000
FEIT FET
HK$’000 HK$'000
Profit before taxation 43,725 52,722
Interest income (3,030) (1,379)
Interest on bank borrowings 2,368 614
Finance charge on obligations under
hire purchase contracts 102 301
Deficit arising on revaluation of
investment properties 36 400
Deficit arising on revaluation of leasehold
land and buildings 613 1,728
Rental income from investment properties (1,181) (398)
Loss on disposal of property, plant and
equipment 1,173 —
Depreciation and amortisation 15,616 13,326
Increase in inventories (30,985) (6,588)
Increase in trade and other receivables (45) (8,137)
(Increase) decrease in rental and utility
deposits (5,259) 2,074
Increase in trade and other payables 9,720 5,449
(Decrease) increase in bills payable (147) 1,287
Net cash inflow from operating activities 32,706 61,399
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23. ANALYSIS OF CHANGES IN FINANCING DURING THE

YEAR

Balance at 1st April, 1999

Proceeds from public issue of shares
Share issue expenses

Inception of hire purchase contracts
Repayments during the year

Balance at 1st April, 2000
New loan raised

Repayments during the year

Balance at 31st March, 2001

=EAlEZ
BER BMITHER s
BRABE Bank loans CEok 3]
Share with maturity Obligations
capital date more under hire
and share than three purchase
premium months contracts
TET TET THT
HK$'000 HK$'000 HK$'000
495 3,420 1,082
32,000 - -
(7,324) - -
- - 450
= (3,420) (397)
25,171 - 1,135
- 8,190 =
= (975) (604)
25,171 7,215 531

24. OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had commitments to make payments
in the following year under non-cancellable operating leases in respect of

rented premises as follows:

Operating leases which expire:

Within one year
In the second to fifth year inclusive
Over five years

2001 2000
FET FET
HK$’000 HK$'000
13,827 16,391
64,391 47,022
2,933 1,629
81,151 64,042
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24. OPERATING LEASE COMMITMENTS (c

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

of sales achieved by particular shops.

The Company did not have any significant commitments under non-cancellable
operating leases.

25. 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:

2001 2000

TFET FHET

HK$’000 HK$'000

Investment properties 28,150 4,200
Leasehold land and buildings 18,540 12,843
Short term bank deposits 6,000 6,000
52,690 23,043

26. RETIREMENT BENEFITS SCHEMES

The Company and its subsidiaries operating in Hong Kong did not operate
any retirement schemes covering their local employees in previous years.
From December 2000, the Company enrolled all eligible employees in Hong
Kong into a mandatory provident fund (the “MPF") scheme. The Company’s
subsidiary operating in Singapore is required to participate in the central
provident fund (“CPF") scheme. The retirement benefit costs charged to the
income statement represent contributions to the MPF and CPF schemes by
the Group at rates specified in the rules of the relevant schemes.
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27. LONG SERVICE PAYMENTS

At 81st March, 2001, the Group had a number of employees who had
completed the required number of years of service under Hong Kong's
Employment Ordinance (the “Ordinance”) to be eligible for long service
payments on termination of their employment. The Group is only liable to
make such payments if the termination of employment meets the
circumstances which are specified in the Ordinance. Had the employment of
all eligible employees been terminated on 31st March, 2001 under the
circumstances specified by the Ordinance, the maximum potential exposure
would have been approximately HK$1,437,000 (2000: HK$1,112,000). No
provision has been made in the financial statements in respect of such long
service payments.

28. CONTINGENT LIABILITIES

At 31st March, 2001, the Company had guarantees of approximately
HK$90,062,000 (2000: HK$28,619,000) to certain banks in respect of
banking facilities granted to certain subsidiaries of the Company. The amount
utilised by the subsidiaries was approximately HK$25,142,000 (2000:
HK$2,223,000) as at 31st March, 2001,

29. RELATED PARTY TRANSACTIONS

(a) During the year, the Group paid rental expenses of approximately
HK$2,420,000 (2000: HK$1,308,000) to FEFIZEE &, the holding
company of the PRC joint venture party of Dong Guan Dico Fashion
Co., Ltd. ("Dico”). The rentals were charged in accordance with the
relevant tenancy agreements and the prevailing rent is equivalent or
approximate to the market rentals at the time when the tenancy
agreements were entered into.

(b) On 26th April, 2000, Veeko Manufacturing Company Limited, a wholly-
owned subsidiary of the Company, and [EFIEEEE entered into a
supplemental joint venture contract for increasing the total investment
and the registered capital of Dico from HK$15,100,000 to
HK$18,200,000. At 31st March, 2001, the Group had outstanding
commitments amounting to HK$1,820,000 in respect of the capital
injection to Dico.
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30. SEGMENT INFORMATION

The Group’s turnover and contribution to profit from operations for the year
are derived from the design, manufacture and retail of ladies’ apparel under
the Group’s brandnames, namely, Wanko, Veeko and i-MIIX.

An analysis of the Group’s turnover and profit from operations by geographical

market for the year is as follows:

Hong Kong and Macau
Taiwan
Others

Deficit arising on revaluation of
leasehold land and buildings

Deficit arising on revaluation of
investment properties

Finance costs

Investment income

Profit before taxation

RERY(FR)

Contribution

BExE to profit (loss)

Turnover from operations
2001 2000 2001 2000
FET FAT TET AT
HK$’000  HK$'000  HK$000  HK$'000
263,923 270,589 36,439 47,944
74,716 30,853 8,091 5,035
6,375 3,198 (716) 1,407
345,014 304,640 43,814 54,386
(613) (1,728)
(36) (400)
(2,470) (915)
3,030 1,379
43,725 52,722
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KRR _TEE—F=ZA=+—#H Particulars of the principal subsidiaries of the Company as at 31st March,
WMEARMERWT: 2001 were as follows:

XAFMBEE
BiTRE it
BRTR EXEELH
BERE Proportion of

30 9 A HMEE  nominal value of
s Issued and  issued capital/
Place of fully paid registered
MELREE incorporation/ share capital/ capital held FE¥¥
Name of subsidiary establishment registered capital by the Company Principal activities
(Htat1) (Ktax2)
(note 1) (note 2)
Boutique Veeko Macao, Limitada B P AR 75 25,00032 9 100% MKZE
Macau MOP25,000 Retailing of garments
quotas
Companhia de Administracao ! AR 25 25,0003 P9 100% MKEE
Veeko Macao, Limitada Macau MOP25,000 Retailing of garments
quotas
RrmmBEERAAF REARLANE M B AR 75%  FKREE
Dong Guan Dico Fashion People’s Republic 16,380,500/ 7T Manufacturing of
Co., Ltd. of China HK$16,380,500 garments

registered capital

BERARRA BE £ 3% 200,0007% 7T 100% MKKZTE
(FIBESEATEARAR) Hong Kong HK$200,000 Retailing of garments
I-mix Fashion Company ordinary shares

Limited (formerly known as
Veeko Hong Kong Retail
Company Limited)

BEEBRFARAA RP 7K 25,0008 3% 100% KREE
Modas |-mix Macau, Limitada Macau MOP25,000 Retailing of garments
quotas
Veeko Advertising Agency e EER 1008 T 100% REEEREERS
Company Limited Hong Kong HK$100 Provision of advertising
ordinary shares and promotional

services
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HEARER

Name of subsidiary

BEkEERAA
Veeko Fashion Company Limited

Veeko Fashion Far East
Company Limited

Veeko Fashion (Singapore)
Pte Ltd (formerly known as
Paraben Pte Ltd)

Veeko Holdings Limited

Veeko Manufacturing
Company Limited

BRESREERAA
Veeko Trading Fashion
Company Limited

Wina Success Limited

WEASKEERAT
Shantou Yingko Fashion
Company Limited

For the year ended 31st March, 2001

BRI

it B

Place of
incorporation/
establishment

&R
Hong Kong

RERLES
British Virgin Islands

0%

Singapore

RERAEE
British Virgin Islands

RERLES
British Virgin Islands

BE
Hong Kong

EE
Hong Kong

REARARNE
People's Republic
of China

BERTR
BERSF
EREF

Issued and

fully paid

share capital/
registered capital

LA 2,400,0005 7T

HK$2,400,000
ordinary shares

ERR1ET
US$1
ordinary share

% 3% M 1,000,000%T 1% T

SGD1,000,000
ordinary shares

L@ 618.56% T
US$618.56
ordinary shares

T®BR1ET
US$1
ordinary share

%38 M%600,0007% 7T
HK$600,000
ordinary shares

L@k 100% T
HK$100
ordinary shares

BRIEWN
1,000,000/ 7
HK$1,000,000

registered capital

BRTRE BR
BErmELA
Proportion of

nominal value of
issued capital/
registered
capital held

by the Company
(Htat1)

(note 1)

100%

100%

100%

100%

100%

100%

100%

100%

TERE

Principal activities
(Htzt2)
(note 2)

KREE
Retailing of garments

EARTERK
Retailing of garments
in Talwan

KREE

Retailing of garments

REEK

Investment holding

mHRKKEER
Trading of fabrics and
garments

KREERBENE
Trading of garments
and property holding

REMERRH
et RITBURT
Property holding and
provision of accounting
and administrative services

KREE
Manufacturing of
garments
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31. FEMBLFER (&)

Wit

N A B H#¥ B Veeko Holdings
Limited® ¥z EXFIRFTA EfhiE s
BARARMERA-

BREXTEXBK - WAEHEAN ME
TEEBYREM PRI BEAT

st B T B A JER 3 4R PO AR AT B
BEEAHREENEEER.

EFRINHEERA/RAFATERE
AEEXRBEINAFEEREBEAN
SEAFNEEFELHBAR &
ERRIEHEMMBRBZFEES
ERBRITK.

Notes to the Financial StatefficHisHlli

For the year ended 31st March, 20071

31. PARTICULARS OF PRINCIPAL SUBSIDIARIES (continued)

Notes:

1. The Company directly holds the interest in Veeko Holdings Limited. All other interests
shown above are indirectly held by the Company.

2. The principal activities are carried out in place of incorporation/establishment except as

otherwise stated under principal activities above.

None of the subsidiaries had any loan capital outstanding at the end of the
year or at any time during the year.

The above table lists the subsidiaries of the Group which, in the opinion of
the directors, principally affected the results of the Group for the year or
formed a substantial portion of the net assets of the Group at the end of the
year. To give details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.
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Year ended 31st March,
1997 1998 1999 2000 2001
FAET FAET FAET FAET FAET
HK$'000 HK$'000 HK$'000 HK$'000  HK$’000

BXHE TURNOVER 112,737 177,471 240,705 304,640 345,014
Rrigpig s PROFIT BEFORE
TAXATION 31,780 27,919 38,629 52,722 43,725
RE TAXATION 2,025 1,302 1,953 4,014 3,026
FHBRIHER PROFIT BEFORE
ERRET MINORITY INTERESTS 29,755 26,617 36,676 48,708 40,699
PRBRRES MINORITY INTERESTS 415 (592) = = -
BREGRT PROFIT ATTRIBUTABLE

TO SHAREHOLDERS 29,340 27,209 36,676 48,708 40,699

=ZA=+—~H
31st March,
1998 1999 2000 2001
FET FET FAET FET
HK$'000 HK$'000 HK$'000 HK$’000

HEE TOTAL ASSETS 80,978 92,352 155,231 221,103

HAR TOTAL LIABILITIES (45,073) (38,771) (38,202) (73,321)

BR&ES SHAREHOLDERS’ FUNDS 35,905 53,681 117,029 147,782

Bt - Notes:

1. ARARR—NANANEFE-—AHtABERES 1. The Company was incorporated as an exempted company in the Cayman Islands on
HEFMALAZHREERA A AR 25th January, 1999 and became the holding company of the Group with effect from 23rd
SEEHZ B -NANANFE=ZAHT=AH March, 1999 as a result of the group reorganisation. The balance sheets of the Group as
BRAAEENERAR -AEEEHZE at 31st March, 1998 and 1999 have been prepared as if the group structure after a
—hAANAR—hRANFE=A=+—H1It group reorganisation in March 1999 was in existence at 31st March, 1998 and 1999.

FEMNBEERER IRK-NAALF
“HEEEARNEESE RZAH

BREFE-.
2. AEEREBEEZE-—AANF=A=1+—8H 2. The results of the Group for each of the two years ended 31st March, 1998 were
FE=FZFENEE IHREEEARQR extracted from the Company’s prospectus dated 31st March, 1999.

R=ANNEF=ZA=+—BFBENER

Bi2e
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AN REREHRED KN
HEDT

BRI AERRNEY R
192-2005% (& fm 2
2HASIE BB EN
L2458 K 218 B i1 P655%

EBENERDPES LE
489-4915 B/ E T A 0

ARETIE A8 K A135%
8IEAS R ATHE

EEAREDE
# L3 696%: B K
31 2% K3 T8

Particulars of the Group's investment properties, all of which are wholly-
owned, at 31st March, 2001 are as follows:

Properties

15th Floor, Lorry Space No. L24
on 1st Floor and Parking space
No. P65 on 2nd Floor,

Wyler Centre Phase |l

192-200 Tai Lin Pai Road

Kwai Chung

New Territories

Hong Kong

A8 and A13 on 7th Floor and

A5 and A7 on 8th Floor, Block A,

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

Kowloon

Hong Kong

Workshop Nos. 2 and 3
3rd Floor, Vogue Centre,
696 Castle Peak Road
Cheung Sha Wan
Kowloon

Hong Kong

HEW

Term of lease

Medium-term

5

Medium-term

&

Medium-term

R 5

R &

Purpose

Industrial

I%

Industrial

T

Industrial

I



