- Veeko

Veeko International Holdings Limited

: BEEREERERADF
Stock Code A& {41%5% : 1173

ANNUAL REPORT Z£#g 2019

RRE

Wanko2&REA

&

Veeko2@BREA

Incorporated in the Cayman Islands with limited liability FABISE S5 2B RA 5
Veeko Wank(  cowourmixes  MORIMORD



N J
oe 0
oc 20

(13 20
e 00
o0

Swissimiracle

SWITZERLAND

ig e - BB - A

Caviar Supreme

BT REIEAFEE 30ml




BEBERZERERAF

B &%

Contents

PN

Page
NIV S Corporate Information 2-4
FTREHRESE Chairman’s Statement 5-12
EEOWREE Directors’ Report 13-25
TEERREE Corporate Governance Report 26-45
BN IZBANRES Independent Auditor’s Report 46-55
rAEEmMEM Consolidated Statement of Profit or Loss 56

FHEWR AR and Other Comprehensive Income

A MBEARR R Consolidated Statement of Financial Position 57-58
MAEEREER Consolidated Statement of Changes in Equity 59-60
SERESRER Consolidated Statement of Cash Flows 61-62
RE SR T Notes to the Consolidated Financial Statements 63-155
T E Financial Summary 156

colourmixes MoriMor O  V0CK)  Wanko 2019 3§




VEEKO INTERNATIONAL HOLDINGS LIMITED

NEER

Corporate Information

=

BITES

BB RE(EE)
MERRZ L (TTRABE)

FHTES

MR E (R =F—/\F
tAT=RaBIIRTESE

HERFERTES)

BYFHITES
BB R S % 4

(R=E-N\FLHAT+=AEZE)

EREE L
BxELLE

BERZEREERE
BIKESEE (/)
SRS %4

(RZB-NFLAT=REZE)

EREEL

REZEERE
WPSE TSR (/)
B3R 8 S

(R=FB-NFLAT+=REZE)

EREEL
MEHRL L
BxELLE

FHEEERE
BKESEE(Z/F)
MPSE T 5T
BBEE %k

(R=F-NFLAT=REZE)

BBt
MEFRZ L

RERX
WXL
MEFRRZ L

DNEAMWE
BEERLL

Annual Report 2019

Directors
Executive directors

Mr. CHENG Chung Man, Johnny (Chairman)
Ms. LAM Yuk Sum (Chief Executive Officer)

Non-executive director

Mr. LAM Man Tin (re-designated from an independent non-executive director

to a non-executive director on 13th July, 2018)

Independent non-executive directors
Mr. AU-YEUNG Hau Cheong
(appointed on 13th July, 2018)
Dr. FOK Kam Chu, John
Mr. YEUNG Wing Kay

Audit Committee Members
Mr. YEUNG Wing Kay (Chairman)
Mr. AU-YEUNG Hau Cheong

(appointed on 13th July, 2018)
Dr. FOK Kam Chu, John

Nomination Committee Members
Mr. CHENG Chung Man, Johnny (Chairman)
Mr. AU-YEUNG Hau Cheong

(appointed on 13th July, 2018)
Dr. FOK Kam Chu, John
Ms. LAM Yuk Sum
Mr. YEUNG Wing Kay

Remuneration Committee Members
Mr. YEUNG Wing Kay (Chairman)
Mr. CHENG Chung Man, Johnny
Mr. AU-YEUNG Hau Cheong
(appointed on 13th July, 2018)
Dr. FOK Kam Chu, John
Ms. LAM Yuk Sum

Authorised Representatives
Mr. CHENG Chung Man, Johnny
Ms. LAM Yuk Sum

Company Secretary
Ms. WONG Chi Ying

colourNmMixe MORIMOR O

Voeko  wanko



BEBERZERERAF

NEEF

Corporate Information

ERERE SR ER
Conyers Dill & Pearman, Cayman
Zephyr House

George Town

Grand Cayman

British West Indies

EEERE  BEEE
FET A o B B8 AR E S FT
HE

FR 4 35 155

18 FIRE40E

BB

=8 o BAEFRT 2 ETANTT
B SEHAD

B

BB 885R

KBS —Hi3518

AfRER

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

RPNBERRTEERMR
B
R EER

RiEHEE192-2005F
(EX il

RDBFECEE

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

Legal Adviser as to Cayman Islands Law
Conyers Dill & Pearman, Cayman

Zephyr House

George Town

Grand Cayman

British West Indies

Legal Adviser as to Hong Kong Law
Chiu & Partners

40th Floor, Jardine House

1 Connaught Place

Hong Kong

Auditor

Deloitte Touche Tohmatsu
Certified Public Accountants
35th Floor, One Pacific Place
88 Queensway

Hong Kong

Registered Office
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Head Office and Principal Place of Business
10th Floor, Wyler Centre Phase II

192-200 Tai Lin Pai Road

Kwai Chung, New Territories

Hong Kong

Principal Share Registrar and Transfer Office
Conyers Trust Company (Cayman) Limited

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

colourmixes MoriMor O  V0CK)  Wanko 2019 3§




VEEKO INTERNATIONAL HOLDINGS LIMITED

NEER

Corporate Information

EERGOBFERIE
PEWEBBBRAA
BB

ERERNER1835E

BT LS54E

TEARBIT
BT (FE)ERAA
B LSELYRITERAA

4931t

www.veeko.com.hk
www.irasia.com/listco/hk/veeko/index.htm

A AR

1173

Annual Report 2019

Hong Kong Branch Share Registrar and Transfer Office
Tricor Secretaries Limited

Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

Principal Bankers
Bank of China (Hong Kong) Limited
The Hongkong and Shanghai Banking Corporation Limited

Website Addresses

www.veeko.com.hk
www.irasia.com/listco/hk/veeko/index.htm

Stock Code
1173

colourmnixg  MoriMor O (0k0' Wanko




B B PR A B R 2 A

EFREES

Chairman’s Statement

EEE WD
E ET)

2T NF=ZA=+—HI " K
£ E 5115 2 ¥ REIE1,693,426,000 7 7T
—F— )\ :1,928,320,000/5 7T ) -
ﬁiiﬁ%ﬁ?ﬁ%lz.z% o EER A
H1,408,287,0008 T ( —ZF — \F :
1,573,867,000 7 7T ) 2 15 E btk dh %
% REFRBATEI0.5% - (E5EE1E
EHES32%(ZF—\F : 81.6%) °
RS S 7% 2 & S RH3# 285,139,000 7T
—F— )\4F : 354,453,000/ 7T ) © &
EERHTE19.6% > BEAER - {bik
MEBTELEBRATRFE ¥
FHMEN  ERUE-—FTHERS
ZEE CERTEEETELEEEL
BETK EFEESB K2
MEKERSHOTET » AREEX
RESTHBEREFETEH  FE&FT
EXREBERHEBRAS  HEAHLEDN
ESEE SRtmERESEZ
SHERE T o

%$¢Ffﬁ: 79,351,000 JT 2 /&5
B(ZZ— N\%F 5262000 T &
) /\iﬁmmﬁé%%iﬁ%ﬁﬁ%ﬁ
ABE TEMEFERDE B
AEEABIREERSEZIEERS
HTIK LEERAVERFEEMNT
FF - HEBRBPBERIE - AFE
bk fh 2 o f8 ZE4E 8715 52,884,000/8
TTZEE(ZZ—/\F : 6,083,000/

TLEE)  MEBREBOBEERS
29,797,000 7T Z B (=& — )\ F :
8,209,000/ 8 TLEE) - DEEEEEIE

BRFE®RRE  BRERMERTFE &

##917,533,000/8 0 (=& — J\F -
4,977,0007 7T ) ° A+ AR EEAR
FERAHEBRZERHEZSERE T2
REEEHNEE  BEREEE

TRENLEBESLETEE -
BEz_Z—hF=ZA=+—H1
It 55 B E A £ 4933,700,00075 7T © Itk

Gy REEEBREYMERATEE
$:1521,079,000 8 T ( —ZF — N\ &F -

31,630,000/87T) 2 FHE °

colourmixe MoriMor O  VeCK)  Wanko

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

As at 31st March, 2019, the Group recorded a revenue of HK$1,693,426,000
(2018: HK$1,928,320,000), representing a decrease of 12.2% as compared with
the same period last year. Included in the amount of revenue, HK$1,408,287,000
(2018: HK$1,573,867,000) was generated by the cosmetics business, representing
a decrease of 10.5% over the same period last year and 83.2% of the Group’s
total revenue (2018: 81.6%). The revenue of the fashion business amounted to
HK$285,139,000 (2018: HK$354,453,000), representing a decrease of 19.6% as
compared with the same period last year. During the period under review, the retail
sales of cosmetic business increased in the first half of the financial year, with
the first quarter recording a higher growth, however the retail sales decreased in
the second half of the year. Under the influence of the Sino-US trade war and the
highly volatile global financial market, there was a continuation of uncertainties
such as depreciation of the Renminbi exchange rate, which has affected the
environment of the retail industry and the consumption sentiment. Consumer
sentiment has also turned cautious, resulting in a decline in sales of cosmetics and
fashion segments.

The Group recorded a loss of HK$79,351,000 for the year (2018: a profit of
HK$5,262,000), mainly due to the drop in sales for both cosmetics and fashion
segments of the Group as a result of the cautious consumer market and the
continuously weak retail environment. In particular, we saw a significant
decline in revenue in the second half of this financial year. During the year,
the cosmetics business recorded a segment loss of HK$52,884,000 (2018: a
loss of HK$6,083,000), and the fashion business recorded a segment loss of
HK$29,797,000 for the year (2018: a loss of HK$8,209,000). The segment
loss included scrap, shrinkage and provision for slow moving inventories of
approximately HK$17,533,000 (2018: HK$4,977,000). Besides, as the Group had
a relatively larger number of loss-making stores for the year, it was required to
make a provision for both impairment of the property, plant and equipment and the
onerous contracts of the relevant stores. As at 31st March, 2019, these provisions
in aggregate amounted to approximately HK$33,700,000. In addition, the fair value
of the Group’s investment properties recorded an appreciation of HK$21,079,000
for the year (2018: HK$31,630,000).
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Cosmetics Business

As at 31st March, 2019, the Group had 87 cosmetics stores (31st March, 2018:
92 stores), with 82 Colourmix stores and 5 MORIMOR stores respectively, of
which 80 stores were located in Hong Kong, 6 stores were located in Macau and
1 store was located in China. The Group strived to adjust its product portfolio
and improve the product display of its stores to enhance the shopping experience
of customers. At the same time, the Group provided its customers with premium
skin care consultations through professional and intimate beauty reference.
During the year, the cosmetics business recorded a revenue of HK$1,408,287,000
(2018: HK1,573,867,000), representing a decrease of 10.5%, which accounted for
83.2% of the total revenue of the Group. The gross profit margin of the cosmetics
business for the year was 31.1%, representing a decrease of 0.6 percentage point
as compared to the gross profit margin of the same period last year. During the
year, the cosmetics business recorded a segment loss of HK$52,884,000 (2018:
loss of HK$6,083,000). During the period under review, the overall environment
of the consumer market in Hong Kong and Macau continued to be sluggish. The
depreciation of the Renminbi exchange rate has weakened consumer sentiment,
resulting in a decrease in revenue. Coupled with the impairment made by the Group
in respect of the property, plant and equipment and the provision made in respect
of the onerous contracts of loss-making stores, there was an increase in segment
loss as compared to the same period last year. In view of this, in order to cope with
these uncertainties, the Group has successively closed down its cosmetics stores
with unsatisfactory performance, and opened new stores at favorable locations with
affordable rental during the year.

PREMIUM
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Fashion Business

As at 31st March, 2019, the Group had 84 fashion stores (31st March, 2018:
101 stores) under the brand Veeko and Wanko across Hong Kong, Macau and
China, with 67 stores located in Hong Kong and Macau and 17 stores located in
China. The reason for the decrease in the number of stores as compared with the
same period last year was the closing down of fashion stores with unsatisfactory
performance by the Group and the allocation of resources to profitable stores.
During the period under review, the revenue of the Group’s fashion business was
HK$285,139,000 (2018: HK$354,453,000), representing a decrease of 19.6% as
compared with the same period last year. In addition to the termination of fashion
retail operation in Singapore, the decline in revenue was due to the decrease in
the number of overall fashion stores as compared with the same period last year.
During the period under review, due to the impact arising from the relocation of
the plant in mainland China, the production schedule was delayed, and resulted in
the delay to meet the market demand timely in the first half of the financial year,
thereby leading to the decrease in revenue of the fashion segment and the increase
in production cost. Coupled with the typhoon which hit Hong Kong and Macau in
September last year, there was inevitably a decline in overall revenue. Besides,
the weather was exceptionally warm during winter in the second half of the year,
resulting in a decline in results. The Group has completed the integration process
of production plant in August last year. The production efficiency has also been
continuously improved in accordance with the Group’s plan, and the delivery
quantity resumed to normal. During the period under review, the gross profit
margin decreased by 3.3 percentage points to 66.8% as compared with the same
period last year. With the above reasons, and coupled with the impairment made by
the Group in respect of the property, plant and equipment and the provision made

in respect of the onerous contracts of loss-making stores, the Group has recorded
a loss of HK$29,797,000 (2018: loss of HK$8,209,000) for the fashion business
segment.
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Prospects

During the current financial year, the global economy has undergone fluctuations
and the retail industry faced innumerable obstacles. Under the challenging
economic environment, the Group will continue to seek opportunities for growth by
adopting contingency measures. Looking ahead, the Group will strategically adjust
its product portfolio, explore new products with more potential, increase trendy
beauty products with exclusive distributorship in a bid to cater for the changing
demands of customers and enhance competitiveness. In addition, the Group will
keep abreast of the latest market trend, strengthen the product portfolio, proactively
train up staff members, improve service quality and enhance satisfactory level of
customers. At the same time, the management will continue to maintain prudent
financial and operational management and take stringent cost control measures.
The Group will deploy resources to profitable stores by further restructuring stores
with unsatisfactory performance, which can help improve the overall performance
of cosmetics business. The Group keeps up with the trend, with the development
of information and technology, apart from the traditional physical retail stores, the
Group actively explores methods to promote the growth of its cosmetics business,
enhance the brand’s popularity, expand customer base and therefore increase
revenue through various e-commerce platforms. The Hong Kong-Zhuhai-Macao
Bridge has started operation since October 2018. The Group sees the potential

opportunities brought by the development of the Greater Bay Area and therefore,
has established Colourmix and MORIMOR stores in the Passenger Clearance
Building of the Hong Kong-Zhuhai-Macao Bridge Hong Kong Port since the end of
April 2019.
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Prospects (Continued)

Regarding the fashion retail business, the Hong Kong and Macau market accounted
for 92.9% of the total revenue of the fashion business of the Group. The fashion
retail business will continue to focus primarily on the Hong Kong and Macau
market in the future. To look for opportunities to meet the constantly changing
demands in the market, the Group will continue to optimize its product design
portfolio; closing down its fashion stores with unsatisfactory performance. In the
meantime, the Group will also continue to open new stores at favorable locations
with affordable rental and steer the focus point of the business towards profitable
stores. The Group expects to further reduce production costs, increase gross profit
of the fashion business and control the cost of goods effectively after deploying its
production resources to its existing self-owned production plant in Shantou. With
the re-integration of production resources, the space in the existing self-owned
plant in Shantou can be utilised more effectively. The Group has leased certain
floors of its Shantou plant to earn rental income, which has brought greater returns

to the Group.
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Prospects (Continued)

The Group constantly explores investment opportunities. In March 2019, the
Group entered into a formal sale and purchase agreement with an independent
third party for the acquisition of a property located at the whole of ground floor
of No. 88 San Hong Street North New Territories, Hong Kong at a consideration
of HK$117,500,000. The total cost of the property together with transaction costs
such as stamp duty is approximately HK$128,458,000. The property will be held
for investment purpose by rental. Upon the expiry of the existing lease agreement,
the Group will evaluate the benefits between the property which continues to
be rented out and the property which will be used as the Group’s store. The
Group will continue to explore investment opportunities. The Group will further
diversify and expand its income sources through an increase of rental income from
property investment, which will create greater returns and long term values to the
shareholders.

Looking ahead, the Group expects to continuously face a challenging external
environment for the retail market of Hong Kong in 2019. To forge ahead, in
spite of such challenges in the future, the Group will continue to focus on its
business, formulate strategic marketing solutions, explore new markets and seize
opportunities for identifying new business opportunities as well as unlocking its
future potential.
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Liquidity & Financial Resources

The Group’s working capital decreased from HK$311,550,000 as at 31st March,
2018 to HK$225,870,000 for the year end.

At the end of the reporting period, the Group’s cash and bank balances (mainly in
Hong Kong dollar and Renminbi) amounted to HK$56,064,000 (31st March, 2018:
HK$65,168,000). The outstanding bank borrowings (mainly in Hong Kong Dollar)
amounted to HK$265,590,000 (31st March, 2018: HK$269,206,000).

At the end of the reporting period, the current ratio was 1.61 times (31st March,
2018: 1.84 times) and the gearing ratio of the Group was 0.42 (31st March,
2018: 0.37) which was calculated based on the Group’s total borrowings of
HK$266,207,000 (31st March, 2018: HK$269,206,000) and the total equity of
HK$629,830,000 (31st March, 2018: HK$718,905,000).

At 31st March, 2019, the Group had banking facilities amounting to
HK$429,240,000 (31st March, 2018: HK$357,810,000), of which
HK$282,555,000 (31st March, 2018: HK$286,523,000) was utilised by the Group.

Foreign Exchange Exposure

Several subsidiaries of the Company have foreign currency purchases (mainly in
United States Dollar and Euro), which expose the Group to foreign currency risk.
Approximately 34% (2018: 22%) of purchases costs are in foreign currencies
for the year. The management closely monitors foreign exchange exposure and
will consider hedging significant foreign currency risk by entering into forward
contracts should the need arises.
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Pledge of Assets

At the end of the reporting period, the amount of assets pledged by the Group
to certain banks to secure general banking facilities granted to the Group was
HK$329,104,000 (31st March, 2018: HK$259,969,000).

Contingent Liabilities

At 31st March, 2019, the Company had provided guarantees of HK$644,923,000
(31st March, 2018: HK$450,500,000) to certain banks in respect of banking
facilities granted to certain subsidiaries of the Company.

Staff & Remuneration Policies

At 31st March, 2019, the Group had approximately 1,700 employees (31st March,
2018: approximately 1,800). The Group mainly determines staff remuneration
(including insurance and medical benefits) in accordance with the industry’s
practices. The Group also implemented a reward scheme for its staff based on their
individual performance. In addition to their basic remuneration and welfare, some
key employees were granted share options as reward and incentive to enhance their
loyalty to the Group.

Appreciation

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

Cheng Chung Man, Johnny
Chairman

Hong Kong, 27th June, 2019
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BEBERZERERAF

The directors present their annual report and the audited consolidated financial
statements of the Company and its subsidiaries for the year ended 31st March,
2019.

Principal Activities

The Company is an investment holding company. The principal activities of its
principal subsidiaries are set out in note 31 to the consolidated financial statements.

Business Review

Review and Performance of the Year and Principal Risks and
Uncertainties

A review of the business of the Group during the year and its future development,
an analysis of the Group’s performance using financial key performance indicators
and a description of the principal risks and uncertainties facing the Group are
provided in the “Chairman’s Statement” section on pages 5 to 12 of this annual
report, which constitute part of this directors’ report. The capital risk management
and financial risk management objectives and policies of the Group are shown in
notes 32 and 33 to the consolidated financial statements.

Environmental Policies and Performance

The Company is committed to the sustainable development of the environment
and our society. The Group has endeavoured to comply with laws and regulations
regarding environmental protection and adopted effective environmental policies
to ensure its projects meet the required standards and ethics.

Compliance with Relevant Laws and Regulations

During the year under review, as far as the Board and management are aware,
there was no material breach of or non-compliance with the applicable laws and
regulations by the Group that has a significant impact on the businesses and
operations of the Group.

Key Relationships with Stakeholders

The Company recognizes that our employees, customers and suppliers and business
associates are key stakeholders to the Company’s success. We strive to achieve
corporate sustainability through engaging our employees, providing quality
products and services to our customers, collaborating with business partners
(including suppliers and contractors) to deliver quality sustainable products and
services and supporting our community.

2019 F3f
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Results and Appropriations

The results of the Group for the year ended 31st March, 2019 are set out in the
consolidated statement of profit or loss and other comprehensive income on page
56 of the annual report.

An interim dividend of HKO0.2 cent per share amounting to HK$5,036,000 was
declared for the year. The amount was settled by way of cash dividend. The
directors have recommended the payment of a final dividend of HKO.1 cent per
share amounting to HK$2,518,000 to the shareholders and the retention of the
remaining profit for the year. Upon approval by the shareholders at the forthcoming
annual general meeting of the Company (“AGM?”), the proposed final dividend will
be paid to the Shareholders whose names appear on the register of members as at
20th September, 2019, in cash.

Share Capital

Details of movements in the share capital of the Company during the year are set
out in note 24 to the consolidated financial statements.

Distributable Reserves of the Company

In the opinion of the directors, the Company’s reserves available for distribution
to its shareholders as at 31st March, 2019 comprise of share premium amounting
to HK$223,654,000 (2018: HK$214,252,000), contributed surplus amounting
to HK$53,135,000 (2018: HK$53,135,000) and retained profits amounting to
HK$6,663,000 (2018: HK$4,627,000) provided that, after the distribution, the
Company will be able to pay its debts as they fall due in the ordinary course of
business.
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Directors

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

Executive directors

Mr. CHENG Chung Man, Johnny (Chairman)
Ms. LAM Yuk Sum (Chief Executive Officer)

Non-executive director

Mr. LAM Man Tin (re-designated from an independent non-executive director
to a non-executive director on 13th July, 2018)

Independent non-executive directors

Mr. AU-YEUNG Hau Cheong
(appointed on 13th July, 2018)

Dr. FOK Kam Chu, John

Mr. YEUNG Wing Kay

In accordance with article 108 of the Company’s Articles of Association, Ms. Lam
Yuk Sum and Mr. Yeung Wing Kay shall retire by rotation at the AGM and, being
eligible, will offer themselves for re-election.

Directors’ Service Contracts

Each of the executive directors has entered into a service agreement with the
Company for a term of three years which should be renewable for each term of
three years until terminated by either party by three months’ prior written notice.
The non-executive director and each of the independent non-executive directors
has signed an appointment letter with the Company for a term of two years.

Save as disclosed above, none of the directors being proposed for re-election at the
AGM 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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Management Contracts

No contracts concerning the management and administration of the whole or any
substantial part of the business of the Company were entered into or existed during
the year.

Permitted Indemnity Provision

During the year and up to the date of this directors’ report, a permitted indemnity
provision (as defined under section 469 of the Companies Ordinance Cap. 622 of
Laws of Hong Kong (“Companies Ordinance”)), for the benefit of the directors of
the Company has been and is still in force.

Biographies of Directors and Senior Management
Executive directors

Mr. CHENG Chung Man, Johnny (former name: Cheng Tsang Man), aged 62, is the
chairman of the Group. He is also the chairman of the nomination committee and
a member of the remuneration committee of the Board. 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 35 years of experience in the
manufacturing and retail business. Mr. Cheng was awarded the Young Industrialist
Awards of Hongkong in November 2001 and the Ernst & Young Entrepreneur
Award of the Year 2012 China in November 2012. He is the husband of Ms. Lam
Yuk Sum.

Ms. LAM Yuk Sum, aged 59, is the chief executive officer of the Group and a
member of each of the remuneration committee and nomination committee of the
Board. She is responsible for the day-to-day management of the Group, specifically
the merchandising management and design and product development. She joined
the Group in 1987 and has over 32 years of experience in fashion design and retail
business. She is the wife of Mr. Cheng Chung Man, Johnny.
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Non-executive director

Mr. LAM Man Tin, aged 60, has been an independent non-executive director
of the Company since 2nd February, 2016 and re-designated as a non-executive
director with effect from 13th July, 2018. He was a member of each of the audit
committee, remuneration committee and nomination committee of the Board from
2nd February, 2016 to 12th July, 2018. He graduated from the University of Hull
with a master degree in strategic marketing (distance learning) in July 1996. Mr.
Lam joined Aeon Stores Co., Ltd. in 1992 and has over 20 years of experience in
retail and service industries. He was an executive director of Aeon Stores (Hong
Kong) Co., Limited (“Aeon Stores HK”), a company listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (stock code:
984) from May 1999 to May 2012. Mr. Lam served as the managing director of
Aeon Stores HK from May 2006 to May 2012. Following his resignation from the
board of directors of Aeon Stores HK, he was engaged as a consultant of Aeon
Stores HK until September 2012. Mr. Lam has been the chief executive officer
strategist of Shirble Department Store Holdings (China) Limited, a company listed
on the Main Board of the Stock Exchange (stock code: 312) since September 2013.
Mr. Lam was an independent non-executive director, a member of each of the audit
committee and the remuneration committee and the chairman of the nomination
committee of S. Culture International Holdings Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 1255) from May 2013 to July 2017.
He is also the founding member of the Hong Kong Yau Yat Chuen Lions Club.
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Independent non-executive directors

Mr. AU-YEUNG Hau Cheong, aged 70, was appointed as an independent non-
executive director on 13th July, 2018. He is also a member of each of the audit
committee, the nomination committee and the remuneration committee of the
Board. He has obtained extensive experience in property leasing industry since
1970. From March 1970 to December 2004, Mr. Au-Yeung worked at Sun Hung
Kai Real Estate Agency Limited and his last position was general manager at the
leasing department. Mr. Au-Yeung worked at The Link Management Limited from
December 2004 to October 2008 and his last position was head of project leasing at
the project leasing department. Mr. Au-Yeung was an independent non-executive
director, the chairman of the nomination committee, a member of each of the
remuneration committee and the audit committee of EJE (Hong Kong) Holdings
Limited (formerly known as Jia Meng Holdings Limited), a company listed on the
Growth Enterprise Market of the Stock Exchange (stock code: 8101), from August
2015 to April 2016.

Dr. FOK Kam Chu, John, aged 69, has been an independent non-executive director
of the Company since 24th March, 2011. He is also a member of each of the audit
committee, remuneration committee and nomination committee of the Board.
He holds a doctor degree in enterprise management, a master degree in business
administration and a bachelor degree in laws. He is an associate member of the
Institute of Financial Accountants in United Kingdom, a registered financial
planner of the Society of Registered Financial Planners in Hong Kong and in
Mainland China as well as a certified risk planner of The Institute of Crisis & Risks
Management in Hong Kong. Dr. Fok has over 40 years’ experience in banking
and management. Currently, he serves as an independent non-executive director, a
member of each of the audit committee, nomination committee and remuneration
committee of Dynamic Holdings Limited, a company listed on the Main Board of
the Stock Exchange (stock code: 29).

Mr. YEUNG Wing Kay, aged 66, has been an independent non-executive director
since 17th September, 2004. He is also the chairman of each of the audit committee
and remuneration committee and a member of the nomination committee of the
Board. He is a Certified Public Accountant (Practising) and has been a partner of
Yeung & Cheuk, a firm of Certified Public Accountants in Hong Kong for over 20
years. He graduated from the Chinese University of Hong Kong with a degree of
Bachelor of Social Sciences.
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Senior management

Ms. WONG Chi Ying, aged 50, is the financial controller of the Group and also the
company secretary of the Company. Prior to joining the Group in July 1996, Ms.
Wong worked in an international accounting firm for about four years. She holds
a bachelor degree in accountancy from the City University of Hong Kong. She is a
fellow member of the Association of Chartered Certified Accountants in the United
Kingdom and an associate member of the Hong Kong Institute of Certified Public
Accountants.

Equity-Linked Agreements

Save as the Share Option Scheme set out below, during the year ended 31st
March, 2019, the Company did not have newly entered or existing equity-linked
agreements.

Share Option Scheme

Pursuant to the AGM of the Company held on 30th August, 2013, the Company
approved and adopted a share option scheme.

Particulars of the share option scheme adopted by the Group are set out in note 27

to the consolidated financial statements.

No options were granted to the directors or substantial shareholders of the
Company during the year or outstanding under the share option scheme.
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The following table discloses details of options held by employees of the Group
and movements in such holdings during the year ended 31st March, 2019:

RZERERE 2 #EEFS
RZB-N\E RZB-h%
MA-A  HEER REER =B=1-H
BROEE A i3 T % HATHE
Exercise Balance  Cancelled Lapsed Outstanding
REAH TEREES fdls price at during during at
Date of grant Vesting period Exercisable period per share 1.4.2018 the year the year  31.3.2019
ZE-ZHTAtA ZE-ZETAtAZ T NETAtAE 022507 14,760,000  (2,600,000) (12,160,000) -
ZE-NETARA —2-)\§TAKRA HK$0.2250
Tth October, 2013 Tth October, 2013 to Tth October, 2016 to
6th October, 2016 6th October, 2018
ZE-ZFTAtH “2-=F+AtHE “E-\F+AtRZE 022507 14,760,000  (2,600,000) - 12,160,000
- \ETARA ZEZTFTARA HK$0.2250
Tth October, 2013 Tth October, 2013 to Tth October, 2018 to
6th October, 2018 6th October, 2020
“T-REMA-TRE —E-MEMA-tRAZE  —E—tEMA-TEAZ  030008m 2120000  (200,000) - 1,920,000
“E—tEMAZTRA ZE-NEEAZTEA HKS0.3000
25th April, 2014 25th April, 2014 to 25th April, 2017 to
24th April, 2017 24th April, 2019
ZE-EEMAZTRA ZER-MEMA-TRAZ ZE-AEEAZTHEAZE 0300087T 2120000 (200,000) - 1,920,000
ZE-NEMAZTIA ZEC-FEAZTEA HKS0.3000
25th April, 2014 25th April, 2014 to 25th April, 2019 to
24th April, 2019 24th April, 2021
—2—+5-ANA “2—+#-ANBE —Z-FF-ANBZE 0.1832/8 7 3,000,000 (500,000) = 2,500,000
ZEZRE-A)\R —Z-—#-A)\R HK$0.1832
9th January, 2017 9th January, 2017 to 9th January, 2020 to
8th January, 2020 8th January, 2022
ZZ—tE-ANA “2—tE-ANAE “Z-_5-ANRZE 0.183287T 3,000,000  (500,000) - 2,500,000
“E-E-ANA —“ECEE-ANA HK$0.1832
9th January, 2017 9th January, 2017 to 9th January, 2022 to
8th January, 2022 8th January, 2024
39,760,000 (6,600,000) (12,160,000) 21,000,000
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At the date of this report, the total number of shares to be issued upon exercise
of the outstanding options is 19,080,000. The outstanding options represent
approximately 0.76% of the issued share capital of the Company at the date of this
report.

Directors’ and Chief Executive Officer’s Interests and Short
Positions in Shares, Underlying Shares and Debentures

As at 31st March, 2019, the interests of the directors and the chief executive officer
in the shares, underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”)), as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”), were as
follows:

AARBEBIT
FRREE#T & N=R il
B EEuE ZREREAR Percentage of the
Capacity/ Number of issued issued share capital
EEHE Name of director Nature of interest ordinary shares held of the Company
BB A Mr. Cheng Chung Man, Johnny  Bl¥#f A REFEZ 2 A 1,393,347,737
Founder and (KteE)
Beneficiary of Trust (Note)
EnEAA 185,219,227
Beneficial owner
1,578,566,964 62.69%
MEHRL L Ms. Lam Yuk Sum EFEXEA 1,393,347,737
(7TE#E %) (Chief Executive Officer) Beneficiary of Trust (Htat)
(Note)
BESBEAA 272,916,013
Beneficial owner
1,666,263,750 66.17% 21
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Note: These 1,393,347,737 shares are beneficially owned by Silver Crown Profits Limited (“Silver
Crown”). The shares in Silver Crown are in turn held by the trustee of The J Cheng Family Trust,
a discretionary trust, the discretionary objects of which include family members of Mr. Cheng
Chung Man, Johnny and Ms. Lam Yuk Sum.

Other than disclosed above and certain nominee shares in subsidiaries held by
certain directors in trust for the Group, none of the directors and the chief executive
officer had any interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of part XV of the SFO) as at 31st March, 2019, as required to be recorded
in the register maintained by the Company pursuant to Section 352 of the SFO,
or as otherwise notified to the Company and the Stock Exchange pursuant to the
Model Code.

Directors’ Rights to Acquire Shares or Debentures

Other than the share option scheme of the Company, at no time during the year was
the Company, its holding company or any of its subsidiaries or fellow 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.

Independence of Independent Non-Executive Directors

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

Directors’ Interests in Transactions, Arrangements or Contracts
of Significance

No transactions, arrangements or contracts of significance, to which the Company,
its holding company or any of its subsidiaries or fellow subsidiaries was a party
and in which a director of the Company or an entity connected with a director (as
defined under Section 486 of the Companies Ordinance) had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any time during
the year.
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Name of shareholder

Silver Crown

Well Feel Group Limited
(“Well Feel”)

Substantial Shareholders’ Interests or Short Positions in
Shares, Underlying Shares and Debentures

Other than disclosed above under the section headed “Directors’ and Chief
Executive Officer’s Interests and Short Positions in Shares, Underlying Shares and
Debentures” and other substantial shareholders’ interests disclosed in the following
table, at 31st March, 2019, the register of substantial shareholders maintained by
the Company pursuant to Section 336 of the SFO showed that the Company had
not been notified by any persons (other than the directors and the chief executive
officer) of any other relevant interests or short positions in the shares, underlying
shares and debentures of the Company.

AATE T
FEBEERT e N
ZEREAE Percentage of the

B RERtE Number of issued  issued share capital
Capacity/Nature of interest ordinary shares held of the Company
ERmBEEA 1,393,347,737 55.34%
Beneficial owner

2R R (AE) 1,393,347,737 55.34%
Interest of a controlled corporation

(Note)
SREA(HTEE) 1,393,347,737 55.34%

HSBC International Trustee
Limited (“HSBC International”)

wis -

Silver Crown 2 & #B B % 17 I8 7K B3 Well Feel £
A - fWell Feel J"HSBC International Z 2 & f}
BAR - IRIEFESLREAEKAEXVIBGZR
TE * Well Feel XHSBC International & B 1 {7 1
Rz Z B Silver CrownE A a2 FTB A QAR
DHEERER -
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Trustee (Note)

Note:

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

was interested.
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Major Customers and Suppliers

During the year, the aggregate purchases attributable to the Group’s five largest
suppliers and the aggregate sales attributable to the Group’s five largest customers
were less than 30% of the Group’s total purchases and total sales for the year,
respectively.

None of the directors, their close associates or any shareholders of the Company
(which to the knowledge of the directors own more than 5% of the Company’s
issued shares) had an interest in any of the Group’s five largest customers or
suppliers.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s Articles of
Association, or the applicable laws of the Cayman Islands, being the jurisdiction in
which the Company was incorporated, which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders of the Company.

Purchase, Sale or Redemption of the Company’s Listed
Securities

During the year, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

Emolument Policy

The emolument policy of the senior management of the Group is set up by
the Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are recommended to the Board by
the Remuneration Committee, having regard to the Company’s operating results,
individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to directors
and eligible employees and details of the scheme are set out in note 27 to the
consolidated financial statements.
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Sufficiency of Public Float

Based on the information that is publicly available to the Company and within the
knowledge of the directors, the Company has maintained a sufficient public float
throughout the year ended 31st March, 2019 and up to the latest practicable date
prior to the issue of this annual report as required under the Listing Rules.

Events after the Reporting Period

There is no material subsequent event undertaken by the Company or by the Group
after 31st March, 2019 and up to the date of this annual report.

Auditor

The consolidated financial statements for the year ended 31st March, 2019
have been audited by Messrs. Deloitte Touche Tohmatsu, who will retire at the
conclusion of the AGM and offer themselves for re-appointment. A resolution
will be submitted to the AGM to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditor of the Company.

On behalf of the Board
Cheng Chung Man, Johnny
Chairman

Hong Kong, 27th June, 2019
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The board of directors (the “Board”) of the Company hereby presents this
Corporate Governance Report in the Group’s annual report for the year ended 31st
March, 2019.

CORPORATE GOVERNANCE PRACTICES

Recognising the importance of a publicly listed company’s responsibilities
to enhance its transparency and accountability, the Company is committed
to maintain a high standard of corporate governance in the interests of its
shareholders. The Board believes that good corporate governance standards are
essential in providing a framework for the Company to safeguard the interests of
shareholders and to enhance corporate value and accountability.

The Company has applied the principles and code provisions as set out in the
Corporate Governance Code (the “CG Code”) contained in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

The Board is of the view that the Company has complied with all the code
provisions as set out in the CG Code throughout the year ended 31st March, 2019.

The Company continues to review its corporate governance practices in order
to enhance its corporate governance standard, to comply with the increasingly
tightened regulatory requirements and to meet the rising expectations of
shareholders and investors.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules
as its own code of conduct regarding directors’ securities transactions. Having
made specific enquiries, all of the directors confirmed that they have complied with
the required standards as set out in the Model Code throughout the year ended 31st
March, 2019.

The Company has also established written guidelines on terms no less exacting
than the Model Code (the “Employees Written Guidelines™) for securities
transactions by employees who are likely to possess inside information of the
Company. No incident of non-compliance of the Employees Written Guidelines by
the employees was noted by the Company.
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BOARD OF DIRECTORS
The Board oversees the Group’s businesses, strategic decisions and performance

and should take decisions objectively in the best interests of the Company.

The Board regularly reviews the contribution required from a director to perform
his/her responsibilities to the Company, and whether the director is spending
sufficient time performing them.

Board Composition

The Board currently comprises six members, consisting of two executive directors,

one non-executive director and three independent non-executive directors.

The following chart shows the diversity profile of the Board as at 31st March,
2019:

6 "
Female N
B
5 FNTEE
Independent
non-executive
4 directors
3 EHTEE
Non-executive
director
2
1
0
151 o)
Gender Designation

ESVEEENENAFHRII6ES
IBE [EFEEHEEJATD -

BREEXEE MM ERZ L RRFEH
BRI BB ZRMENT - %
% REXHEMER HEBE -
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15-22  — —
66-70

EE
Management

i FHa) PR B
L Length of .
Ethnicity Age Group Service Expertise

The biographical information of the directors are set out in the section headed
“Directors’ Report” on pages 16 to 18 of this annual report.

Save that Mr. Cheng Chung Man, Johnny and Ms. Lam Yuk Sum are husband

and wife, there are no financial, business, family or other material/relevant
relationships among members of the Board.
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Chairman and Chief Executive Officer

There is a clear division in the roles of Chairman and Chief Executive Officer
which are performed by different individuals. This ensures a balanced distribution
of power and authority.

Mr. Cheng Chung Man, Johnny, the Chairman of the Board, is responsible for the
leadership for and management of the Board, ensuring the effective functioning
of the Board and encouraging directors to make full and active contribution to the
Board’s affairs as well as ensuring that all significant and key issues are discussed
and where required, resolved by the Board in a timely manner.

Ms. Lam Yuk Sum, the Chief Executive Officer of the Company, is responsible for
the day-to-day management of the Company. She is responsible for implementing
the Company’s strategy, objectives and policies approved and delegated by the
Board with the assistance of the senior management.

The husband and wife relationship between Mr. Cheng Chung Man, Johnny and
Ms. Lam Yuk Sum does not impair the balance of power between the Board and the
management as their duties and responsibilities are clearly defined and set out in
writing.

Independent Non-executive Directors

During the year ended 31st March, 2019, the Company has at all times met
the requirements of the Listing Rules relating to the appointment of at least
three independent non-executive directors with at least one of them possessing
appropriate professional qualifications, or accounting or related financial
management expertise.

The Company has received written annual confirmation from each independent
non-executive director in respect of his independence in accordance with the
independence guidelines set out in Rule 3.13 of the Listing Rules. The Company is
of the view that all independent non-executive directors are independent.
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Non-executive Directors and Directors’ Election

Each of the directors of the Company is engaged on a service agreement (for
executive director) or an appointment letter (for non-executive director and
independent non-executive director) for a term of 3 and 2 years respectively. The
appointment of executive director may be terminated by either party by giving
three months’ prior written notice.

Pursuant to the Company’s Articles of Association (“Articles”), all directors of
the Company are subject to retirement by rotation at least once every three years
at the Company’s annual general meeting and any director appointed by the Board
to fill a casual vacancy or as an addition to the Board shall hold office until the
next following general meeting or the next following annual general meeting, as
the case may be, of the Company after his/her appointment and be subject to re-
election at such meeting.

Responsibilities, Accountabilities and Contributions of the
Board and Management

The Board is responsible for the leadership and control of, and promoting the
success of the Company. This is achieved by the setting up of corporate and
strategic objectives and policies, and the monitoring and evaluations of operating
activities and financial performance of the Company.

All the directors carry out their duties in good faith and in compliance with
applicable laws and regulations, taking decisions objectively and acting in the
interests of the Company and its shareholders at all times.

The Company has formalised and adopted written terms on the division of
functions reserved to the Board and those delegated to the management. The Board
reserves for its decision all major matters of the Company, including the approval
and monitoring of all policy matters, overall strategies and budgets, internal control
and risk management systems, material transactions (in particular those that may
involve conflict of interests), financial information, appointment of directors and
other significant financial and operational matters.

The day-to-day management, administration and operations of the Company are
delegated to the Chief Executive Officer and senior management of the Company.
The Board has delegated a schedule of responsibilities to these officers for the
implementation of Board decisions. The Board periodically reviews the delegated
functions and work tasks. Prior to entering into any significant transactions, the
aforesaid officers have to obtain Board approval.

2019 F3f

29



VEEKO INTERNATIONAL HOLDINGS LIMITED

TEERBRES

Corporate Governance Report

EREFTHA A SEREISHA
HEAEHARARWERSREEA
B2 BRERY  NERTAESS
BERFMAIAEBRERIVER - &
BEBAT  AANEFHRRMEES
RHAEENRR SREABLEE
BR - BERBERARRIRE -

ERERRTR

EXeBFELRTOARESEEY
B NRIRERFR KRR
ShEFR(THMBRITHEREBETH
HpBMzmrA28H) FEEF
RRAXLEERZZRTBATES
HEZEH  CHEHARSHERHEA
#E - EFEERERAMNRIR
FTHmBAEm - pEpEEERER

EEEME  BA—RREGEREA
i -
EEeXMERMAEE  TBRA

FZENMRINSEZSERGHAN
ZRFERTRNEFUERESTER
SRS R BIARRA M - RERIERND
B -BEFEEREEFTNERERT
AgERBIMEBESREEAS -

RAWERERTMBEEZTEEHEN
ZBERRIEHLE SHLEE
BREgzk—RAEREAHZBE
EEMURLERIER - MRATE
BRAIARTEREH -

/1

REAAAEBERE  EFHESR
S L EREREARE 2B
BATHEEARRZRINERR
BETHAGRIEAEAHRA -

EEZRHEERER
BEERBTHRREXRRED - I

BERBTREMNERREHEZTE L
BEMDA RS RAER

Annual Report 2019

All directors have full and timely access to all relevant information as well as
the advice and services of the Company Secretary and senior management, with
a view to ensuring compliance with Board procedures and all applicable laws
and regulations. Any director may request independent professional advice in
appropriate circumstances at the Company’s expense, upon reasonable request
being made to the Board.

Practices and Conduct of Meetings

The Board conducts at least four regular Board meetings a year and additional
meetings are arranged as and when required to discuss significant issues, either in
person or by means of electronic or other communication facilities. Schedules for
annual meeting and draft agenda of each meeting are sent to all directors in advance
to enable them to have an opportunity to include matters in the agenda. Notice of at
least 14 days is given of a regular Board meeting. For other Board and committee
meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable information are
despatched to all directors at least 3 days before each regular Board meeting to
ensure that the directors have sufficient time to review the related documents and
be adequately prepared for the meeting. The Board and each director also have
separate and independent access to the senior management whenever necessary.

The Company Secretary is responsible to keep minutes of all Board meetings and
committee meetings. Draft minutes are circulated to all directors for comments
within a reasonable time after each meeting and the final versions are open for
directors’ inspection.

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

Continuous Professional Development of Directors
Directors shall keep abreast of regulatory developments and changes in order to

effectively perform their responsibilities and to ensure that their contribution to the

Board remains informed and relevant.
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Every newly appointed director will receive formal, comprehensive and tailored
induction on the first occasion of his/her appointment to ensure appropriate
understanding of the business and operations of the Company and full awareness
of directors’ responsibilities and obligations under the Listing Rules and relevant
statutory requirements.

Directors should participate in appropriate continuous professional development
to develop and refresh their knowledge and skills. Internally-facilitated briefings
for directors would be arranged and reading materials on relevant topics would be
provided to directors where appropriate.

During the year ended 31st March, 2019, two internally-facilitated briefing
sessions for directors have been arranged. Besides, according to the records
maintained by the Company, the directors also received the following trainings
during the year ended 31st March, 2019 with emphasis on their roles, functions and
duties as directors of a listed company:

3 e

EEnE Name of Directors Type of Training (¥
HITEF Executive Directors

EpSB e Mr. CHENG Chung Man, Johnny A, B
MERZ L Ms. LAM Yuk Sum A, B
FEHITEE Non-executive Director

PRI ST A O Mr. LAM Man Tin® A, B
BIHITESE Independent Non-executive Directors

BIZES kL Mr. AU-YEUNG Hau Cheong® A
ERTELT Dr. FOK Kam Chu, John A

KBS E Mr. YEUNG Wing Kay A, B

1) M ER =T —N\ELA+=HfH
BALINTESTERTRIENTES -

2) BEEEEER=—_E—\FLtA+=H
BEERBUFENTES -

iz -
EHIER

A HIEIEFIRTE - BFEETRIER - 7
g BiEHERTIEY
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RAIGETIY
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(1) Mr. LAM Man Tin was re-designated from an independent non-executive director to a non-
executive director with effect from 13th July, 2018.

2) Mr. AU-YEUNG Hau Cheong was appointed as an independent non-executive director with
effect from 13th July, 2018.

Note:

Types of Training

A: Attending training sessions, including but not limited to, briefings, seminars, conferences and
workshops
B: Reading relevant news alerts, newspapers, journals, magazines and relevant publications
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All the directors understand the importance of continuous professional
development and are committed to participating in any suitable training to develop
and refresh their knowledge and skills.

BOARD COMMITTEES

The Board has established three committees, namely, the Remuneration
Committee, the Nomination Committee and the Audit Committee, for overseeing
particular aspects of the Company’s affairs. All Board committees of the Company
are established with defined written terms of reference. The terms of reference
of all three committees are posted on the Company’s website and Hong Kong
Exchanges and Clearing Limited’s website and are available to shareholders upon
request.

All members of the Audit Committee while the majority of the members of each
of the Remuneration Committee and Nomination Committee are independent
non-executive directors and the list of the chairman and members of each Board
committee is set out under “Corporate Information” on pages 2 to 4 of this annual
report.

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

Remuneration Committee

The Remuneration Committee consists of all directors of the Company except
Mr. Lam Man Tin, the majority of them are independent non-executive directors.

The principal functions of the Remuneration Committee include reviewing and
making recommendations to the Board on the Company’s policy and structure
of all directors and senior management remuneration and on the remuneration
packages of all directors and senior management. The Remuneration Committee is
also responsible for establishing formal and transparent procedures for developing
such remuneration policy and structure to ensure that no director or any of his/
her associates will participate in deciding his/her own remuneration, which
remuneration will be determined by reference to the performance of the individual
and the Company as well as market practice and conditions.
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The Remuneration Committee held four meetings during the year ended 31st
March, 2019. During the meetings, the Remuneration Committee has performed
the following work: (i) reviewing the bonus payment to directors and senior
management; (ii) reviewing the salary increment policy for all directors and
senior management; (iii) reviewing and recommending to the Board regarding the
remuneration package of the newly appointed independent non-executive director,
and (iv) reviewing and recommending to the Board the remuneration package of
the director who was re-designated from an independent non-executive director to
a non-executive director.

Senior Management’s Emoluments
Pursuant to code provision B.1.5 of the CG Code, details of the remuneration of

the members of the senior management (other than directors) by band for the year
ended 31st March, 2019 are as follows:

EEA™

Number of employee(s)

Not exceeding HK$1,000,000 2
HK$1,000,001 to HK$1,500,000 1

Details of the remuneration of each of the directors for the year ended 31st March,
2019 are set out in note 9 to the consolidated financial statements.

Nomination Committee

The Nomination Committee consists of all directors of the Company except
Mr. Lam Man Tin, the majority of them are independent non-executive directors.

The principal duties of the Nomination Committee include reviewing the structure,
size and composition of the Board, identifying individuals suitably qualified
to become Board members, making recommendations to the Board on the
appointment and succession planning for directors, and assessing the independence
of independent non-executive directors.
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The Nomination Committee reviews annually the structure, size and composition
of the Board and where appropriate, make relevant recommendations on changes to
the Board to complement the Company’s corporate strategy. In assessing the Board
composition and identifying and selecting suitable candidates for directorships,
the Nomination Committee would take into account various aspects set out in the
Board Diversity Policy to implement the corporate strategy of the Company. The
Nomination Committee would discuss and agree on measurable objectives for
achieving diversity on the Board, where necessary, and recommend them to the
Board for adoption.

During the year ended 31st March, 2019, the Nomination Committee held
two meetings to adopt the Nomination Policy, to recommend to the Board on
the appointment of independent non-executive director, and re-designation of
director, to review the structure, size and composition of the Board, to assess the
independence of the independent non-executive directors, and to consider the
qualifications of the retiring directors standing for election at the annual general
meeting.

Board Diversity Policy

The Company has adopted a Board Diversity Policy which sets out the approach to
achieve diversity of the Board. The Company recognises and embraces the benefits
of having a diverse Board and sees increasing diversity at the Board level as an
essential element in maintaining the Company’s competitive advantage.

Pursuant to the Board Diversity Policy, the Nomination Committee will review
annually the structure, size and composition of the Board and where appropriate,
make recommendations on changes to the Board to complement the Company’s
corporate strategy and to ensure that the Board maintains a balanced diverse
profile. In relation to reviewing and assessing the Board composition, the
Nomination Committee is committed to diversity at all levels and will consider
a number of aspects, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge and
regional and industry experience.

The Company aims to maintain an appropriate balance of diversity perspectives
that are relevant to the Company’s business growth and is also committed to
ensuring that recruitment and selection practices at all levels (from the Board
downwards) are appropriately structured so that a diverse range of candidates are
considered.
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The Board will consider setting measurable objectives to implement the Board
Diversity Policy and review such objectives from time to time to ensure their
appropriateness and ascertain the progress made towards achieving those
objectives.

At present, the Nomination Committee considered that the Board is sufficiently
diverse and effective to complement the Company’s corporate strategy.

The Nomination Committee will review the Board Diversity Policy, as appropriate,
to ensure its effectiveness.

Nomination Policy

The Board has delegated its responsibilities and authority for selection and
appointment of Directors to the Nomination Committee of the Company.

The Company has adopted a Nomination Policy which sets out the selection
criteria and process and the Board succession planning considerations in relation
to nomination and appointment of directors of the Company and aims to ensure
that the Board has a balance of skills, experience and diversity of perspectives
appropriate to the Company and the continuity of the Board and appropriate
leadership at Board level.

The Nomination Policy sets out the factors for assessing the suitability and the
potential contribution to the Board of a proposed candidate, including but not
limited to the following:

o age, skills, knowledge, experience, expertise, professional and educational
qualifications, background, and other personal qualities of the candidates;

. effect on the Board’s composition and diversity;

. commitment of the candidate to devote sufficient time to effectively carry
out his/her duties. In this regard, the number and nature of offices held by
the candidate in public companies or organisations, and other executive
appointments or significant commitments will be considered;
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. potential/actual conflicts of interest that may arise if the candidate is
selected;

. independence of the candidate;

. in the case of a proposed re-appointment of an independent non-executive

director, the number of years he/she has already served; and

. other factors considered to be relevant by the Nomination Committee on a
case by case.

The Nomination Policy also sets out the procedures for the selection and
appointment of new Directors and re-election of Directors at general meetings.
During the year ended 31st March, 2019, there were changes in the composition
of the Board and the Nomination Committee has followed the procedures in the
Nomination Policy in this regard.

Audit Committee

The Audit Committee comprises all the three independent non-executive directors
with the chairman of which possesses the appropriate professional qualifications
and accounting expertise. None of the committee members is a former partner of
the Company’s external auditor.

The main duties of the Audit Committee are: to oversee the Company’s
relationship with the external auditor; to review the financial information; to
oversee the Company’s financial reporting system, risk management and internal
control systems; and to review the effectiveness of the internal audit function,
arrangements to enable employees to raise concerns about possible improprieties in
financial reporting, internal control or other matters of the Company.

During the year ended 31st March, 2019, the Audit Committee held six meetings of
which the Chairman of the Board and the Chief Executive Officer attended five of
these meetings. A summary of work performed by the Audit Committee during the
year was as follows:

@) reviewed and commented on audited annual results for the year ended 31st
March, 2018 and unaudited interim results for the six months ended 30th
September, 2018 respectively;

(i) reviewed the business performance for the three months ended 30th June,
2018 and nine months ended 31st December, 2018;
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(iii)  reviewed the scope of audit work, auditors’ remuneration and terms of
engagement and recommending re-appointment of auditor;

(iv)  reviewed the effectiveness of the systems of financial reporting and internal
control including financial, operational and compliance controls and risk
management functions of the Group;

(v) reviewed and approved the internal audit plan for 2018/2019; and

(vi)  reviewed the questionnaires issued by the Audit Committee and answered
by the executive directors.

The Audit Committee also reviewed the reports on the latest progress of internal
audit assignments and enterprise risk management project.

The Audit Committee also met the external auditor once without the presence of the
executive directors and the management.

The Company’s annual results for the year ended 31st March, 2019 have been
reviewed by the Audit Committee.

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

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the code provision
D.3.1 of the CG Code.

The Board has reviewed the Company’s corporate governance policies and
practices, training and continuous professional development of directors and senior
management, the Company’s policies and practices on compliance with legal
and regulatory requirements, the compliance of the Model Code and Employees
Written Guidelines, and the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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EERZEEERE I HERSE  ATTENDANCE RECORDS OF DIRECTORS AND
COMMITTEE MEMBERS

BEESHREARAREBE_Z—NF The attendance records of each director at the Board and Board Committee
AT RLEFERITZEETER meetings and the general meeting of the Company held during the year ended 31st
EEZEESRARBRRRE 2HE March, 2019 are set out in the table below:

RLERTIM TR ¢

HERY, SERH
Attendance/Number of Meetings
BRREFEAE
¥MEzEEE REEEE ENRZEEE Annual
EZES Remuneration  Nomination Audit General
EENRE Name of Directors Board Committee Committee Committee Meeting
HITEE Executive Directors
B EE Mr. CHENG Chung Man, Johnny 18/18 4/4 212 N/A il
MERZ L Ms. LAM Yuk Sum 18/18 4/4 22 N/A 11
IHTEE Non-executive Director
M ERE A Mr. LAM Man Tin" 8/18 1/1 1/1 12 171
B IHTTEZE  Independent Non-executive Directors
BlES%E®  Mr. AU-YEUNG Hau Cheong® 6/13 3/3 1/1 4/4 1/1
EREEL Dr. FOK Kam Chu, John 9/18 3/4 22 6/6 1/1
WK ELE Mr. YEUNG Wing Kay 9/18 4/4 2/2 6/6 1/1
(1) MXBEER—T—\FLA+=HA (1) Mr. LAM Man Tin was re-designated from an independent non-executive director to a non-
BUIEATEFERERENTES - executive director with effect from 13th July, 2018.
2) BEEERER—_T—\FLA+=H ) Mr. AU-YEUNG Hau Cheong was appointed as an independent non-executive director with
BRERBULIFNTES - effect from 13th July, 2018.

BrEMZESEEEREIN - EFTNFERN  Besides the above—mentioned Board meetings, the Chairman also held a meeting
ERTEERFATESTHFE BN with the independent non-executive directors without the presence of executive
TELBFENITEEHEIT T —IKE  director and non-executive director during the year.
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=
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DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the consolidated
financial statements of the Company for the year ended 31st March, 2019 and
ensure that the consolidated financial statements give a true and fair view of
the state of affairs of the Group and are prepared in accordance with statutory
requirements and applicable accounting standards.

The Directors are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability to continue
as a going concern.

The statement of the independent auditor of the Company about their reporting
responsibilities on the consolidated financial statements is set out in the Section
headed “Independent Auditor’s Report” on pages 46 to 55 of this annual report.

AUDITOR’S REMUNERATION

An analysis of the remuneration paid/payable to the Company’s external auditors,
Messrs. Deloitte Touche Tohmatsu, in respect of audit services and non-audit
services for the year ended 31st March, 2019 is set out below:

B/ ENER

Category of Services Fee Paid/Payable

FHET

HK$’000

Audit Service 1,855
Non-audit Services

— Tax service 175

— Other professional services 194

TOTAL 2,224
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RISK MANAGEMENT AND INTERNAL CONTROL

Objective and Purpose

Enterprise risk management is fundamental and essential to the achievement of
the Group’s strategic objectives. The Board of Directors and the management are
responsible for identifying and analyzing the risks underlying the achievement of
business objectives, and for determining how such risks should be managed and
mitigated. The Board oversees the Group’s potential risks and their respective
mitigation strategies and ensures risk management effectiveness. The Board
ensures that the Group has established and maintained a proper and effective risk
management and internal control systems, as well as reviewing the effectiveness
of the system. The system can only provide reasonable but not absolute assurance
against material misstatement or loss, as they are designed to manage, rather than
eliminate the risk of failure to achieve business objectives during the Group’s
business operation.

Main Features of the Risk Management and Internal Control
Systems

The Board, through the Audit Committee, assesses on an annual basis the
effectiveness of the risk management and internal control systems of the Group,
which covers all material controls, including financial, operational, compliance, as
well as considers the sufficiency of budget with respect to resources, employees’
capabilities and experience, training courses and the Group’s accounting and
financial reporting function. Significant issues from internal audit department,
external professional consultants and management letters from external auditor are
brought to the attention of the Audit Committee to ensure that prompt remedial
action is taken. All recommendations will be properly followed up to ensure they
are implemented within a reasonable period of time.

The Company has an Internal Audit Department to handle the internal audit
function. The Internal Audit Department is responsible for performing independent
review of the adequacy and effectiveness of the risk management and internal
control systems. The Board has reviewed the effectiveness of the internal audit
function and the review result is satisfactory.
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Risk Management Framework and Major Tasks

The management of daily operations of the Company’s business departments is
based on the Company’s corporate risk management framework. The corporate
risk management framework addresses four risk categories, including strategic,
financial, operation and compliance risks.

There is Risk Management Taskforce (“RMT”) which seek to monitor the risks of
the Group. The RMT was made up of members of senior management, who reports
to the Board of Directors on matters of significance that arise. The RMT reports
via the Audit Committee to the Board. The RMT oversees the risk owners, who
are responsible for inventory management, information technology, marketing and
operation, etc. The risk owners reported to the RMT their involved risks and the
planned measures to mitigate those risks.

. During the current year, the RMT held three meetings.

. The meetings involved the discussion of the existing risks and measures to
mitigate those risks and the RMT have re-assessed the top 10 priority risks
of the Group for the year ended 31st March, 2019.

The management has confirmed to the Board and the Audit Committee on the
effectiveness of the risk management and internal control systems for the year
ended 31st March, 2019. The Board, as supported by the Audit Committee as
well as the management report and the internal audit findings, reviewed the risk
management and internal control systems of the Group, including the financial,
operational and compliance controls, for the year ended 31st March, 2019, and
considered that such systems are effective and adequate. The annual review also
covered the financial reporting and staff qualifications, experience and relevant
resources.

Arrangements are in place to facilitate employees of the Company to raise, in
confidence, concerns about the possible improprieties in financial reporting,
internal control or other matters of the Group.

2019 F3f




VEEKO INTERNATIONAL HOLDINGS LIMITED

TEERBRES

Corporate Governance Report

PEENBEMAREEMS  EFE
BE-Z=ZFN\AECHKARER
R BERARREZSR EEAR -
SREBASNERBREREE R
Bal NZERARRRARERE
EHE/FEFEEERE -

EERFERRERESIA RE
R ARAREEHNRERERER
SEBEENDZBRZIEF - ARARE
WEPEZEDFT - ABLERIE A BPEAX B
EEMERXAEZZBEGRARAITH
BERE  YNEHERLAERE
BEREARABE_Z-NF=A
ST -RLEFEERANEZEZE

=

E_O
NIEE

AEEMBRERERLLTA
—NMNANFR-—BE/RNRF Z AR
E-HE_T-NAF=_A=t+—H1Lt
FE BRI ETETRAUHEER
B RIEINZHE -

IR R AEF

RIRER R R RN - ARARAR
RRERBERNEHNEE(BRHES
ERER)REBIDRER - AHK
REERKE - IARBRAE LR
2 ZRBRBRIE LR R IR
BEFTARR  BREERNESBREX
SRRENENARAREER SR
BEAMARRRAEY - FARRREF
TR RE LIFHARE -

BREREBMBRRIFRIAE

RIBABMAFAE  BRREFNKRE
AT A EBRCR (B BN
RRE ERFZARBEHRBAT
PRTDZ—)BRTIABR - B
ERANERFARARDWERSY
BHRYIBRKIERIE 2 RIR - WHAFERE
BE - RRAREARMARFAEZR
ERBFITSE °

Annual Report 2019

For the handling and dissemination of inside information, a Disclosure Policy has
been adopted by the Board since August 2013 with an aim to provide a general
guide to the directors, officers, senior management and relevant employees of the
Company in handling of confidential information and/or monitoring of information
disclosure pursuant to applicable laws and regulations.

The control procedures were stated and identified in the Disclosure Policy. The
Company has procedures in place to keep information confidential and manage
actual or potential conflicts of interest. The Company has an Internal Audit
Department to handle the internal audit functions, which reports directly to the
Audit Committee and the Chief Executive Officer of the Company, and also reports
the matters concerning internal control of the Company for the year ended 31st
March, 2019 to the Audit Committee during its regular meetings.

COMPANY SECRETARY

Ms. Wong Chi Ying, the financial controller of the Group, has been the Company
Secretary of the Company since 1999. Ms. Wong complied with the qualification
and training requirements under the Listing Rules for the year ended 31st March,
2019.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, a separate resolution is proposed
for each substantially separate issue in general meetings, including the election of
individual directors, for shareholders’ consideration and voting. All resolutions
put forward in general meetings are taken by poll pursuant to the Listing Rules
and the poll results are posted on the websites of the Company and of Hong Kong
Exchanges and Clearing Limited after each general meeting. Detailed procedures
for conducting a poll are also explained during the proceedings of meetings.

Convening an Extraordinary General Meeting by Shareholders

Extraordinary general meetings may be convened on the requisition of one or
more shareholders holding not less than one tenth of the paid up capital of the
Company having the right of voting at general meetings pursuant to article 64 of
the Company’s Articles. Such requisition shall be made in writing to the Company
Secretary, stating the business to be transacted, and signed by the requisitionist(s).
Shareholders should follow the requirements and procedures as set out in the
Company’s Articles.
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Putting Forward Proposals at General Meetings

There are no provisions in the Company’s Articles or the Cayman Islands
Companies Law for shareholders to move new resolutions at general meetings.
Shareholders who wish to move a resolution may request the Company to convene
a general meeting in accordance with the procedures set out in the preceding
paragraph.

As regards proposing a person for election as a director of the Company, please
refer to the “Procedures for Shareholders to Propose a Person for Election as a
Director” which is posted on the Company’s website.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company, shareholders may
send written enquiries to the Company.

Note: ~ The Company normally will not deal with verbal or anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as mentioned above to the

following:

Address: 10/F., Wyler Centre Phase II, 192-200 Tai Lin Pai Road, Kwai Chung,
New Territories, Hong Kong
(For the attention of the Company Secretary)

Fax: (852) 2310 9017

Email: contact@veeko.com.hk

Shareholders are encouraged to provide, amongst other things, in particular,
their email addresses to the Company in order to facilitate timely and effective

communication.

For the avoidance of doubt, shareholder(s) must deposit and send the original duly
signed written requisition, notice or statement, or enquiry (as the case may be) to
the above address and provide their full name, contact details and identification
in order to give effect thereto. Shareholders’ information may be disclosed as
required by law.
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INVESTOR RELATIONSHIP

Communications with shareholders and investors

The Company endeavors to maintain a high level of transparency in
communicating with shareholders and the investment community at large.
The Company is committed to continue to maintain an open and effective
communication policy and to update shareholders, investors and general
public on relevant information on its business in a timely manner, subject to
relevant regulatory requirements, through the annual reports, interim reports,
announcements and other corporate communications.

The Board welcomes shareholders’ views on matters affecting the Group, and
encourages their attendance at general meetings to communicate any concerns they
may have with the Board or management directly. The Company’s annual general
meeting is an especially important forum. In order to encourage and facilitate
shareholders’ attendance at its annual general meeting, the Company gives at least
20 clear business days’ prior notice together with a detailed agenda. The Chairman
of the Board and the chairman of each Board committees (or their delegates) are
available to answer questions at general meetings.

As a channel to promote effective communication, the Company maintains
a website at www.irasia.com/listco/hk/veeko/index.htm, where up-to-date
information and updates on the Company’s structure, board of directors,

announcements, financial information and other information are posted.

Constitutional document

During the year under review, there was no change in the Company’s Articles. An

up-to-date version of the Company’s Articles is also available on the websites of
the Company and Hong Kong Exchanges and Clearing Limited.
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Policies relating to Shareholders

The Company has in place a Shareholders’ Communication Policy to ensure
that shareholders’ views and concerns are appropriately addressed. The policy is
regularly reviewed to ensure its effectiveness.

The Company has adopted a Dividend Policy on payment of dividends. The
Company do not have any pre-determined dividend payout ratio. Depending on the
financial conditions of the Company and the Group and the conditions and factors
as set out in the Dividend Policy, dividends may be proposed and/or declared by
the Board during a financial year and any final dividend for a financial year will be
subject to the shareholders’ approval.
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TO THE SHAREHOLDERS OF VEEKO INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Veeko International
Holdings Limited (the “Company”) and its subsidiaries (collectively referred
to as “the Group”) set out on pages 56 to 155, which comprise the consolidated
statement of financial position as at 31st March, 2019, and the consolidated
statement of profit or loss and other comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31st March, 2019, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We c