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Business Review

For the year, the Group reported shipment volume
of approximately US$489,378,000, 1.9% higher
than that of last year. The modest increase in shipment
volume was attributable to weakened orders from
the North American markets and voluntary price
cuts by garment factories. Turnover, comprised
commission income and sales of garment sourced by
the Group, was recorded at approximately
US$29,648,000, 8.8% lower than the previous year.
The commission income for the year dropped by
5.6%, despite a slight increase in shipment volume,
from approximately US$30,866,000 to approximately
US$29,135,000. This was partly attributable to the
lower than usual commission fee received from a
new customer, Warnaco Inc. (“Warnaco”) during the
ramp-up transitional period between February and
April 2002, due to the fact that part of the sourcing
work had already been done by Warnaco itself. Apart
from this, turnover was also negatively affected by a
major reduction in sales of garment by approximately
US$1,112,000 from approximately US$1,625,000 to
approximately US$513,000.

To a certain extent, the 11 September attack of last
year exacerbated the conditions prevailing in the North
American markets as customers started to defer
orders. However, such impact was only short-lived as
inventories were run down. The US government’s
concerted steps to slash interest rates also helped to
restore confidence. As a result, orders began to pick
up towards the end of the financial year.

Segmental Analysis by Market

With the introduction of new customers, the Group
was able to reduce its reliance on the Canadian market
from 43.3% to 37.4%. The management believes that
with the Group’s aggressive strategy of diversification
through the addition of new customers, the reliance
on the Canadian market will be further reduced in
the future.

Sourcing Network

The Greater China region will continue to be our most
important sourcing base due to the competitive labor
costs. Having become a member of the WTO, gradual
removal of the quota systems and their proposed
abolishment by 2005 is also expected to fuel this trend.
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To bring our customers the highest levels of convenience
and ease, we commenced the development of the
LOGON system, a web-based critical path management
system, in February 2001. The LOGON system which
links up the Group, its customers and the vendors of the
customers, permits a more integrated network by
automating the order tracking processes, ensuring timely
response to customer requirements. Initial
implementation of the system was completed on
schedule in June 2002 and further development and
integration have already begun.

Introduction of New Value-Added
Services

To enhance margins of business and develop more
revenue sources for the Group, several value-added
services were rolled out during the year. In January
2002, IGCS Group Limited was set up to focus on social
compliance monitoring services. In the same month,
the Group established its own product development
and market intelligence subsidiary, Trend Xpress, Inc.
Our commitment continued with the incorporation of
a new packaging and trim arm, CU Packaging &
Design (BVI) Limited in June 2002. In addition, the
Group’s quality assurance and social compliance
divisions have undergone significant expansion, with
the number of staff increased from 198 in April 2002
to 232 as at the date of this report. These services,
offered also on a modular basis, are designed to carve
out a greater market niche, helping us to maintain a
leading industry position.

Our Four New Value-Added Services
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Product development and
market intelligence
services — leveraging our
global network, Linmark
provides the latest product
trends to help customers to
develop private label

business. In addition, we

also offer sample

developments based on
product specifications and
guidance on effective
branding.

Quality assurance services
— our quality assurance
team spans 15 countries
and territories, conducting
on-site visits to ensure all
products meet the quality
standards specified by
customers. Stringent
monitoring services include
pre-production review and
inspection of raw materials,
inline audit as well as final
audit.

Packaging and trim services
— as a truly one-stop sourcing
solutions provider, Linmark
supplies trim products with
particular reference to logo
related products, such as
labels, hang-tags, patches,
buttons, poly-bags,
packaging boxes and etc, to
customers. This allows us
to deliver the finished
products in a most timely
and cost effective manner.

Social compliance
monitoring services — to
ensure all products comply
with the specific legal and
ethical standards, Linmark
provides consultation and
monitoring services through
professional advice and
regular visits to factories.
This service is vital to the
upholding of goodwill and
market position of
customers.
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Addition of New Customers
Notwithstanding the prevailing conditions, the Group
was successful in several important initiatives. In
February 2002, the Group started to source goods for
Warnaco, a leading apparel company for brands
including Calvin Klein® Jeans, Calvin Klein® Kids,
Chaps by Ralph Lauren® and Speedo® pursuant to a
three-year exclusive buying agency agreement with the
Group. And, in October 2001, the Group was appointed
buying agent of Virginware, a prominent underwear
and night wear brand in the UK. These strategic gains
have not only added to the Group’s credibility, but also
served as an important catalyst in driving new
business. Contributions from Warnaco for the financial
year was only partial. As Warnaco is already meeting
the aggressive shipment plan, we look forward to
realizing the full contribution from this new client in
the coming year.

Prospects

The financial year ending 30 April 2003 is a year of
opportunity for the Group. Having successfully listed
on the Main Board of The Stock Exchange of Hong
Kong Limited, we are on the verge of a fresh drive for
progress.The Group will pursue a two-pronged
development strategy: externally, expansion of customer
base and market presence will be a main focus;
internally, the emphasis will be on the strengthening of
sourcing network and operational efficiency.

The Group has identified clear strategies to achieve
these goals. Enhancement of value—-added services will
be an important vehicle. In particular, the Group has
instituted major recruitment and training programmes
in its social compliance division to cater for surging
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customer demand. In anticipation of rising demand
in the private label business, the Group will strengthen
market intelligence and product development services.
Greater emphasis will also be placed on hardgoods to
enhance diversity in the industry. To prepare for this
leap, a new division head, Mr. Lynn THORNTON, who
has vast exposure in the hardgoods sourcing industry,
was recently appointed. The Group has also made
headway by securing a new US-based customer and
the first shipment is scheduled for August 2002. These
strategic moves aim to broaden the Group’s existing
scope of services, helping to open up additional
revenue sources.

The PRC’s entry to the WTO is expected to have a
two-fold impact on the supply chain management
industry. Firstly, gradual removal of quota systems will
reinforce the PRC’s position as a preferred manufacturing
base. Secondly, rising domestic demand will stimulate
imports to the PRC, driving demand for efficient supply
chain management services along with it. The Group
will seek to capitalise on these opportunities by vigorously
promoting its one-stop supply chain management
services to target customers in the PRC.

On the operations front, the management is committed
to improving the sourcing network, which will continue
to be another important asset. The opening of our
Shenzhen office in May 2002 set in motion a series of
network expansion plans in the PRC, enabling us to stay
in close proximity to the factories of vendors. Meanwhile,
expansion of the Tianjin and Shanghai offices is expected
to continue. At the same time, the Group will allocate
additional resources to upgrade the LOGON system to
incorporate other functions such as human resources,
quality assurance management as well as administrative
controls and other backend office support.

Furthermore, the Group is seeking accelerated growth
by considering beneficial mergers and acquisitions.
Creation of additional synergies will be of top priority and
the management remains cautiously optimistic with
regard to progress in this respect.

Meanwhile, the trend toward increased outsourcing
supply chain management services will create a
conducive background for the Group’s expansion. The
management is committed to building a powerful
customer-driven model and is determined to deliver the
best shareholders returns.
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Financial Review

As at 30 April 2002, the Group’s cash on hand
amounted to approximately US$2,122,000 (2001:
US$1,319,000). As at year end, banking facilities
amounting to approximately US$1,026,000
(HK$8,000,000) were available. The Group has
continued to operate under a debt-free model with no
outstanding net debt as at year end except a hire
purchase loan for a motor vehicle at a net book value
of approximately US$60,000. Operating lease
commitment in respect of land and buildings
amounted to approximately US$2,150,000,
US$1,235,000 of which is payable within 1 year.
Current ratio was maintained at a strong level of 3.7.
Net asset value as at year end date was approximately
US$9,986,000. As at 30 April 2002, none of the
Group’s assets were subject to any charge.

Gearing ratio in terms of interest bearing borrowings
to shareholder’s fund was at 0.5%.

During the year, the Group’s capital solely comprised
shareholder’s equity.

During the year, the Group’s administrative expenses
have risen by 8.9% to approximately US$21,821,000
due to higher overheads as the number of employees
increased. Following a lower level of profit from
operations, the Group’s taxation dropped by 46.7% to
approximately US$261,000 for the year.

Risk of Currency Fluctuation

Majority of the Group’s transactions were denominated
in US dollars and Hong Kong dollars. The only exchange
rate exposure is in the settlement of certain
administrative expenses. Since Hong Kong dollar is
pegged to US dollar, the Group’s exchange risk is not
significant.

Dividend Policy

During the year, the board of directors has declared
and paid a total cash dividend of US$10,800,000
representing US$3,800,000 and US$7,000,000 of
interim dividend and special dividends, respectively. The
special dividends were made to settle the inter-company
accounts due to the listing exercise. The directors
recommend the payment of a final dividend of 3.0 HK
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cents per share in respect of the year ended 30 April
2002 payable on or about 27 September 2002 to the
shareholders whose names appear on the register of
members of the Company on 13 September 2002.

Depending on our cash flow requirements, the Group
expects to distribute approximately 35% of annual
earnings as dividends.

Remuneration Policy and

Staff Development Scheme

As at 30 April 2002, the Group had 639 employees. The
total staff costs for the financial year amounted to
approximately US$12,771,000 (2001: US$11,199,000).

Under the Group’s remuneration policy, staff are
rewarded in line with market rate and in compliance
with statutory requirements of all jurisdictions where it
operates. The Group has established a performance-
based share option scheme to retain and motivate staff.

A “Senior Management Development Scheme” is also
in place to prepare talented managers to assume
director level responsibilities. In addition, regular on-
job training programmes are also designed to constantly
improve the skills and knowledge of staff.

Use of Proceeds of New Issue

The shares of the Company have been listed on the
Main Board of The Stock Exchange of Hong Kong
Limited since 10 May 2002. Information related to the
Group’s future plans was included in the prospectus of
the Company dated 30 April 2002 (the “Prospectus”).

Up to the date of this report, the net proceeds of the
share offer to which the Company was entitled, after
deduction of related expenses, of approximately
HK$226.5 million had not been utilized and had been
placed into fixed bank deposits. Such moneys will be
used in accordance with the plans of the Group as set
out in the Prospectus.

Steven Julien FENIGER
Chief Executive Officer
Hong Kong, 29 July 2002
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