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REECE CYCLES PLC

DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2003

The directors present their report and financial statements for the year ended 30 June 20Q3.

Principal activities and review of the business
The principal activity of the company continued to be that of sales of bicycles and accessories

The past 12 months have besn a busy ime for Reece Cysles PLC. We have moved to a new and bigger
premise whereby we now stored all our products in one location as opposed to several rented warehouses
previousiy. We have lost a senior manager during the year. However we took the opportunily to restructure the

management and it has paid off.

Growth has been satisfying at 28% from the previous year and we have alsa improved on our financial position
with a net profit of £155,340 as opposed to a loss of £422,201 the previous year.

The improved performance is result of several decisions taken during the year. The improvement in our
warranty servicas, better pricing and better deiivery has resuited in improved sales volume all contributed to the

imnproved performance.

We have successfully re-entered the market, we planned to build on the gains made. We will conlinue to work
hand in hand our customers in the production of our products. Our reputation as a provider of good quality
products at competilive brices is something which we are proud of and we will endeavour to cantinue in the
same vein.

We foresee next year to be another big year for us as we planned to aggressively increase our ghare of the
market. Having rebuilt the bicycles section reputation, we will now place more emphasis on the accessories
section where the margins are better. We are reviewing our purchasing plans with better stocking levels and
delivery plans and better range of accessories products.

With the measures aiready taken and to be taken, we foresee a bring year ahead.

Results and dividends
The results for the year are set out on page 4.

Directors
The following directors have held office since 1 July 2002

Cheng Min Yeh
Chen Yi Yeh
Say Kar Chu

Directors' interests
The directors’ interests in the shares of the company were as stated befow:
Qrdinary Shares of £ 1 each

30 June 2003 1 July 2002
Cheng Min Yeh 50.000 400,000
Chen Yi Yeh 350,000 50,000
Say Kar Chu 50,000 50,000

Auditors
in accordance with seclion 385 of the Companies Act 1985, a resolution proposing that Simmons Gainsford
LLP be reappointed as auditors of the company will be put to the Annual General Meeting.

-1-




REECE CYCLES PLC

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2003

Directors' responsibilities
Company law requires the directors to prepare financial statements for each financial year which give a true
and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In
preparing those financial statements, the directors are required fo:

-select suitable accounting palicies and then apply them consisiently;

-make judgements and estimates that are reasonable and prudent;

-prapare the financial statements on the going concern bass unfess # © nappropriate fo presume that the
company will confinue in business.

The girectors are responsible for keeping proper accounting records which disclose with reasonable accuracy
at any time the financial position of the company and 1o enable them 1o ensure that the financial siatements
comply with the Companies Act 1985 They are also responsible for safeguarding the assets of the company
and hence for taking reasonable steps for the prevention and detection of fraud and other immeguilarities.

On behaff of the board




REECE CYCLES PLC

INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF REECE CYCLES PLC

We have audited the financial statements of Reece Cyclas Pic on pages 4 ta 14 for the year ended 30 June
2003. These financial statements have been prepared under the historical cost convention and the accounting

policies set out therein.

This report is made solely to the company's members, as a body, in accordance with Section 235 of the
Companies Act 1985. Qur audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by faw, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit wark, for this report, or for the opinions we have formed.

Respective responsibilities of the directors and auditors

As described in the statement of directors’ responsibilities on page 2 the company's directors are responsible
for the preparation of the financial statements in accordance with applicable law and United Kingdom
Accounting Standards.

Our responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Gompanies Act 1885. We also report to you if, in our opinion, the directors’
report is not consistent with the financial statements, if the company has not kept proper accounting records, if
we have not received all the information and explanations we require for our audit, or if information specified by
law regarding directors' remuneration and transactions with the company Is not disclosed.

We read the directors’ report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevent lo the amounts and
disclosures in the finarcial statements. It also inciudes an assessment of the significant estimates and
judgemeants made by the directors in the preparation of the financdial statements, and of whether the accounting
policies are appropriate to the company's circumstances, consistently applied and adeguately disclosed.

We pilanned and performad our audit 50 as to obtain ali the information and explanations which we considered
necessary in order o provide us with sufficient evidence fo give reasonable assurance that the financial
statements are free from matenal misstatement, whether caused by fraud or other irreg.larity or ermor.

in forming our opinion we also considered the adequacy of the disclosure made in note 1 of the financial
statemenis concerning the unceriainly as to the continuation and renewal of the company’s bank loan facility.
In view of the significance of this uncertainty we consider that it should be drawn ta you altention but our
opinion is not quatified in this respect.

Opinion
In our opinion the financial statements give a true and fair view of the state of the company's affairs as at 30
June 2003 and of its profit for the year then ended and have heen propetly prepared in accordance with the

mpAanies Act/1985.
Tl o Re . of  Beots

Simmons Gainsford [LP Ra S TR

Chartered Accountan

Registered Auditor 70 Chandos Street
Cavendish Square
London
W1G IDGQ




REECE CYCLES PLC

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2003

2003 2002
Notes £ £
Turnover 2 4,784 808 3,726,674
Cost of sales (3,308,871) {2,833.277)
Gross profit 1,475,837 1,093,397
Distribution costs (285,324} {301.954)
Administrative expenses {864 818} {1.178,216)
Operating profit/{loss) 3 325,795 (386,773)
Other interest receivable and similar
income 853 532
Interest payable and sim lar charges 4 (171,308) (35,960)
Profit/(loss) on ordinary activities
befare taxation 155,340 (422,201)
Tax on profit/({loss) on ordinary activities 5 - - !
Profit/{loss) on ordinary activities
after taxatian 12 155,340 (422 201)

The profit and loss account has been prepared on the basis that ail operations are confinuing operations.

There are no recognised gains and losses other than those passing through the profit and loss account.




REECE CYCLES PLC

BALANCE SHEET
AS AT 3¢ JUNE 2003
2003 2002

Notes £ £ £ £
Fixed assets
Tangible assels 6 1,067,340 980 096
Current assets
Stocks 7 668,617 727,290
Debtors 8 1,261,018 1.039 027
Cash at bank and in hand 39.249 1,332

1,968,884 1518649 |
Creditors: amounts falling due within !
one year 9 {2.412,313) {2744 .585)
Net current Habilities (443,434; {926,036)
Total assets less current liabilities 523,908 54,060
Creditors: amounts falling due after
more than one year 18 {903.402) {488,896}
{279.498) (434 836)

Capital and reserves
Called up share capital 14 500,060 500,000
Clher reserves 12 123,470 123,470
Proft and loss account 12 {902 966} {1.058,306)
Shareholders’ funds - equity interests 13 {279.496) {434,836}

Cheng Min Yeh
Director

The financial statements were approved by the Board.on /ZC‘/ AL
A




TN  ———..

REECE CYCLES PLC

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2003

2002

£ £
Net cash inflow/{outflow} from operating activities 278,508
Returns on investments and servicing of
finance
interes! received 853
intetest paid {171,308)
Net cash autfiow for returns on investments
and servicing of finance {170,455)
Capitat expenditure
Payments o acquire tangible assets {212.811)
Receipts from sales of langible assets 37,574
Net cazh outflow for capital expenditure {175,237)
Net cash cutfiow before management of liquid
resources and financing {67.184)
Financing
Issue of ordinary share capital -
New long term bank loan 906,000
Repayment of long term bank loan {810,000)
Capital element of finance lease contracts 21,064
Net cash inflow from financing 111,064
Increasel{decrease) in cash in the year 43,880

2002
£ £
(261,335)
532
(35,960)
(35,428)
(630,132)
5,000
{925,132)
{1.241,895)
400,000
810,000
(44.114)
1,165,886
{76.,009)




' REECE CYCLES PLC

NOTES TO THE CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2003

1  Reconciliation of operating profit((loss) to net cash inflow/{outflow) 2003 2002
from aoperating activities
£ £
Operating profitf(loss) 325,795 {386,773}
Depreciation of tangible assets 116,272 78,449
(Profityloss on disposal of tangible assets (28,278) 2,640
Decrease/(increasa) in stocks 58,773 (121.9886)
Increase in debtors (171,081} (376,109)
{Decrease)Increase in creditors within one year {22,963} 522 443
Net cash inflow/{outflow) from operating activities 278 508 (281.336)
2  Analysis of net debt 1 July 2002 Cash How Other non- 30 June 2003
cash changes
£ £ £ £
Nel cash:
Cash at bank and in hand 1,332 37.917 - 39,249
Bank overdrafts (5,963) 5,863 - -
{4,631} 43,880 - 39,249
Debt:
Finance leases (17172 29284 {50,349) {38,237)
Debts falling due within one year {321.104) 308,882 - {12,222)
Debts falling due after one year (488, 896) (398,882) - (887,778)
{827.172) {60,716} {50,349} (938,237}
Net debt (331,803} {16,838) (50,349) (898.988)
3  Reconciliation of net cash flow to movement in net debt 2003 2002
£ £
Increase/(decrease} in ¢ash in the year 43 880 {75,009)
Cash inflow from increase in debt and lease financing {60,7186) (765,886}
Change in net debt resulting from cash flows {16,836) {841,895)
New finance lease {50,349) -
Movement in net debt in the year (67.185) (841,895)
Opening net {debtifunds (831,803} 10,092
Clasing net debt (898,988) (831.803)




R ———————I——————

REECE CYCLES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

1 Accounting policies

1.1 Accounting convention
The financial statements are prepared under the historical cost convention.

The financiat statements have been prepared on a going concem basis on the assumption that the
panking facilities will continue to be made available in the foreseeable future.

1.2 Turmover
Turnaver represents amournts receivable for goods and services net of VAT and trade discounts.

1.3 Tangible fixed assets and depraciation
Tangible fixed assets other than freehold land are slated at cost less depreciation. Depreciation is
provided at rates caiculated to write off the cost less estimated residual value af each asset over its
expected useful life, as follows:

Land and huildings Freehold 4% straight line on building
Fixtures, fittings & equipmant Straight {ine over 3 to 5 years
Motor vehicles Straight over 3 years

1.4 Leasing and hire purchase commitments
Assets obtained under hire purchase contracts and finance leases are capitalised as tangible assets and
depreciated over the shorter of the lease term and their useful lives. Obligations under such agreements
are included in creditors net of the finance charge allocated 1o future periods. The finance element of the
rental payment is charged to the profit and foss account so as to produce a constant periodic rate of
charge on the net obligation outstanding in each period.

1.5 Stock
Stock is valued at the lower of cost and net realisable value.

1.6 Foreign currency translation
Monetary assets and liabilities denominated in foreign currencies are translated nto sierling at the rates
of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate
rufling at the date of the transaction. All differences are taken to profit and loss account.

2  Turnover

Geographical market

Tumover
2003 2002
£ £
United Kingdom 4 784 809 3,724,542
Europe - 1.733

4,784,809 3,726,675




REECE CYCLES PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2003

3  Operating profit/{lass) 2003 2002
£ £

Operating profit/(loss) is slated after charging:
Depreciation of tangible assets 116,272 78,449
Loss on disposal of tangible assets - 2,640
Auditors' remuneration 12,227 15,470

and after crediting:

Profit on disposal of tangible assets {28,278} -
Profit on foreign exchange transactions (405 596} (14,153}
4  Interest payable 2003 2002
£ £

On bank loans and overdrafts 50,854 11,850

Hire purchase interest 5,135 5,945

On amounts payable to factors 35,362 17,049
Other interest 79,957 1,116
171,308 35,960

5 Taxation

On the basis of these financial statements no provision has been made for corporation tax.




‘REECE CYCLES PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2003

8 Tangible fixed assets

Cost

At 1 July 2002
Additions
Disposais

Al 30 June 2003
Depreciation
AL 1 July 2002

On disposals
Charge for the year

At 30 June 2003

Net book value
At 30 June 2003

At 30 June 2002

included above are assets hald under finance leases or hire purchass contracts as follows:

Net book vaiues
At 30 June 2003

At 30 June 2002

Depreciation chargs for the year

30 June 2003

30 June 2002

lLand and  Fixtures, Motor Total
buiidings fittings &  vehicles
Freehold equipment
£ £ £ £
865,232 138.661 140,358 1,134,251
87,346 98.914 26,551 212,811
- - (88,550 {88,550)
942 578 237,575 78,359 1,258,512
1,751 55,645 96,758 154,185
- - (79,254} (78,254
24,311 58,772 33,188 116,271
26,082 114,418 50,692 191,172
916,516 123,157 27,667 1,067,340
853,481 83,015 43,600 980,086
Fixturas, Motor Total
fittings & vehicles
equipment
£ £ £
- 24338 24,338
13,691 - 13,691
- 2,213 2,213
16,429 - 16,429

-10-




'REECE CYCLES PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2003

¥  Stocks ' 2003 2002
E E

Finished goods and goods for resale 668,617 727,380

8 Debtors 2003 2002
£ E

Trade debtors 1,176,827 863,362
Other debilors 35,208 216,785
Prepayments and accrued income 48,983 9,780

1.261,018 1,089,927

9 Creditors: amounts falling due within one year 2003 2002
£ £
Bank loans and overdrafts 12,222 327,067
Net obligations ynder hire purchase contracts 22613 17,172
Trade creditors 172,386 149 925
Taxes and social secunity costs 46,302 18,483
Direclors’ current accounts 300,852 -
Other creditors 1,343,194 2,183,758
Accruals and deferred income 14,749 48,250

2,412,318 2,744,685

11




'REECE CYGLES PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE YEAR ENDED 30 JUNE 2003

10 Creditors: amounts faliing due after more than one year

Bank loans
Net obligations under hire purchase contracts

Analysis of loans
Not wholly repayable within five years by instalments:

Mortgage
Wholly repayable within five years

included in current liabilities

|astaiments not due within five years

Loan maturity analysis

in more than one year but nat maore than two years
in more than two years but not more than five years
In more than five years

2003 2002

£ E
887,778 488,896
15,624 -
603,402 488,896
204,445 244,480
605,555 565,520
300,000 810,000
12.222)  {321,104)
887,778 488,896
204 445 244,480
12,222 48,89
533,333 195,520
294 445 244,480

Medium term hank icans of £240,000 from Chang Hwa Commercial Bank Limited are repayable by 7
quarterly instalment of £10,000 from 14 April 2005. The remaining balance of £170,000 to be repaid on
maturity. Long term bank loans of £660,000 from Chang Hwa Commercial Bank Limited is repayable by

108 equal instalment at £5.111 per month till 15 April 2003.

The loans bhear an interest rate of 2% p.a. above inter bank base rate. The bank lcan is secured by way of

the following collaterals: -

1} A debenture over all assets and undertakings:

2) First legal charge over company's freehoid property;

3J) Personal guarantee provided by company divector Cheng Min Yeb;
4) A cross company guarantee by Jen Min Manufacturing Co. Lid.

12 -




REECE CYCLES PLC

NOTES TO THE FINANCIAL STATEMENTS {({CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2003

10 Creditors: amounts falling due after more than one year

1

12

Net obligations under hire purchase contracts

Repayable within one year
Repayable between one and five years

Finance charges and interest allocated to future actounting periods

Included in liabilities falling due within one year

Share capital
Authorised

5,000,000 Ordinary Shares of £1 each

Aliotted, calted up and fully paid
500,000 Crdinary Shares of £1 each

Statement of movements on reserves

Balance at 1 July 2002
Retained profit for the year

Balance at 30 June 2003
Other reserves

Reserves provided for by the Articles of Association
Balance at 1 July 2002 & at 30 June 2003

{continued)

2003 2002
£ £
25.137 22,528
15,624 -
40,761 22,528
{2.524) {5,356)
33,237 17,172
{22.613) (17,172)
15,624 -
2003 2002
£ £
5,000,000 5,000,000
500,000 500,000
Other Profit and
reserves joss
(see below) account
£ £
123,470 (1.058,306)
- 155,340
123,470 {902,066}
123,470

-13-
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'REECE CYCLES PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2003

13 Reconciliation of movements in shareholders’ funds 2003 2002
£ £

Profit/(Loss) for the financial year 155,340 {422,201)
Proceeds fram issue of shares - 400,000

Net addition to/{deplation in} shareholders’ funds 155,340 (22,201)
Opening shareholders' funds (434,836} (412,635)
Closing shareholders’ funds {279,496) {434,838)

14 Centingent liabilities

The company is negotiating a new factoring agreement with GMAC., Details of the new agreement will be

confirm later.
15 Directors' emoluments 2003 2002
£ £
Emolurnents for qualifying services 42 675 20,683
16 Employees
Number of employees
The average monthly number of employees (including directors) during the
year was:
2003 2002
Number Number
Sales and adminstration 16 17
Warehouse 7 4
23 21
Employment costs
£ £
Wages and salaries 495,812 453,177
Sacial security costs 41,109 44 446
536,921 497,623

14 -




