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Jul 1997
Hong Kong’s Handover (Establishment of HKSAR)

Jul 1998

Inauguration of Hong Kong's new airport

May 2001
HKSAR government launched Admission Scheme
for Mainland Talents and Professionals

Jun 2003
Signing of CEPA

Jun 2004
Signing of the Pan-Pearl River Delta Regional
Co-operation Framework Agreement

lﬂl |
Wart o Sipa Jul 2005
of the w’-’ ¥ R‘“'"H"' " Lh Hong Kong chosen to stage the Equestrian Events

for the 2008 Beijing Olympic Games
th ' }ﬁ Eﬁ 5&3 ELLA

Sept 2005
Opening of Hong Kong Disneyland

Dec 2005
» A Hong Kong successfully hosted the
WTO Ministerial Conference

Mar 2007
Donald Tsang re-elected as Chief Executive for the
third-term of the HKSAR government

Jan 1998
Formed a |V at Nansha with Baosteel Corporation
and Mitsui & Co., Ltd.

Nov 1999
Acquired Shougang Concord Steel Co., Ltd.

\ May 2001

- Established Van Jia Yuan through acquiring a Chinese
l“ l“t P.'Eﬁs {'“ I fﬁ"‘.'i'E tice telecommunication equipment producer
] . . - ¥ Apr 2002

25 O"' t.'DhE:I Eﬂu‘-} H \r’ E R< Launched Leisure Plus, a one-stop lifestyle outlet for

bathroom products

Jun 2003
Set up a regional headquarters in Shanghai to better serve
our customers

Jul 2003
Tianjin Coil Centre commenced production

Mar 2004
Partnered with Shinsho Corporation for
the development of Guangzhou Coil Centre

Mar 2005
Provide supply chain services of China-made metal products
to overseas buyers with strategic ally — Metal China

Sept 2006
Forged partnership with Ryerson Inc., one of North
America’s leading metals distributors and processors

Jan 2007
Kunshan Coil Centre commenced production




MISSION
STATEMENT

VSC partner with our global and local customers to create
competitive advantage for them.We do this through our expertise
and China experience with value-added processing, supply chain

management and total solution service. g




Contents I
eCSC 2
Our Sourcing Network 4
Corporate Information 6
Financial Highlights 8
Five-year Financial Summary 10
Chairman’s Statement 13
Management Discussion and Analysis 19

Key Elements of Growth 31
Financial Review 34
Corporate Governance Report 45
Report of the Directors 49

Directors’ Profile 58



.*u e S R

W N i
DAY 07/08

VSC CAMP VISION

: -

:

@ i (19 HHEATEL o
A 1 i

“VSC devotes on staff training, our quality of work and efficiency have constantly
uplifted through various training from working skills to team spirit building through
collaboration with various management institutions and multinational professional
consultants. | need to continuously improve myself, working even harder to fulfill
the Company's expectations. Sometimes my fellow members will say: “Thanks for
working so hard for many years!" but to me, | definitely enjoy what | have

been doing. Through practicing of our eCSC and core values, we

have achieved a remarkable result in cost saving, improving our

profit, turning cut-throat competition to win-win situation. |

am really proud of being a member of VSC!"

As an industry anchor, we not
only care about our business

“As our products are home appliances such as air

development, but also the direction
and prospects of the steel industry.

Through implementing eCSC N ) .
- conditioner and microwave oven, we pay great attention

(“Employees”, “Customers”, “Suppliers”

and “Co-opetitors”) concept, we believe
that the fundamental principles generated

to materials provided by our vendors. VSC is our
major supplier in Mainland China and they are very
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by the synergy of employees, customers, accommodating in providing ideal solutions in the supply w “““\“““‘““‘“““‘“‘: e
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suppliers and co-opetitors is much more chain. Their products have been of great quality. In “\‘“‘ \‘\‘\““\‘\‘\“:‘\\\‘:‘\\
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powerful than any single individual. Thus addition, their prices are reasonable and deliveries are always ‘:‘ Ll < PO
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every party takes up an integral role, on schedule. f:c:}::{;}'}:i"
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and the closely co-operative module BB,
. Daewoo Microwayv Ltd., a wholly owned subsidiary of Daewoo ’ii.'i
would definitely lead to greater SSs:
-

[/

International Corporation in M appliances ma

enhancement towards the steel
industry and results in a win-win

achievements.

“As an air-cooled condenser manufacturer; a key criterion when selecting the

material is matching with our corporate standard and fit for our production requirements.

VSC's vast expertise in steel processing and competitiveness in prices have been a deciding

factor in our purchase of cold rolled steel strips from them. Moreover; they have addressed the need

of getting the products here on time year after year. What is more important — their great attention to after-
sales customer services and the professionalism of their sales and quality control staff. Their salespersons have
paid regular visits to our company for understanding our latest needs. Their technicians have visited us at least

once every half-year for quality assurance of their products.”

SPX Cooling Technc (Zhang Jia Kou) Co, Ltd, a wholly owned subsidiary of SPX Corporation in Mainland
& { Y/ 4 )| ;

hina, a provider of thermal
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“In addition to retaining loyal customers retention, VSC also targets at high-end customers through the
expansion of its geographic coverage over the years. VSC has constant interaction with counterparts to share
and exchange market information. Its Executive Information System provides instant data analysis for decision
making.”

“VSC management and staff not only work collaboratively as a team to enhance the

company's competitiveness in the fast changing market but also places great emphasis on

developing the China high-end market with long-term partner through technology and
\\\‘::\\\ swift exchange of information.”

NS
R
S
S . . . ) . . .
‘\s“‘s\tg\ “VSC is famous for its rebars business, and is the biggest importer of this
I\ . . . . .
\\:\\ss‘ product in Hong Kong. Being awarded the ISO certificate, its outstanding
\ . .
\‘\““‘ management system, together with the Total Cycle Time (TCT) system,
‘\“ strictly controls the production process to guarantee the quality of

products and services. VSC's people, with an international perspective,
take advantage of the fast-growing market to further develop their

business with us.”

“VSC is a leading steel supplier in Hong Kong. Being business partners for Y ' ';'_‘_F_
years, we have gone through many ups and downs in the market. VSC is
proactively expanding its business, which fits in with ours.VSC and we share
the same thoughts on management of people. It pays great attention to internal

training and strives for continuous improvement.”

Plage
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Co-opetitors

“VSC spent great effort to develop PRC market and strive to expand their valued-added processing
business. As a leading member in the industry, VSC stresses on the exchange of industry news and
technology information. They also emphasize providing value-added services to customers in the industry.’
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SN RHESBRAT



Our Sourcing Network Ar

Thailand [T

“Orb Electrical Steel
Outokumpu

Acerinox
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B Outokumpu Stainless AB
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n Columbus

Duferco Steel Processing
Scaw

nZapsib

m Bhushan Steel

DsP
Duferco Asia
Jindal Stainless
Shah Alloys

[N siam United Steel
TCR
TCS
Natsteel
PT Jindal Stainless
Anshan Iron & Steel
Baosteel Corp.

m Benxi Iron & Steel
Changshu Xingdao
Chongging Iron & Steel
Dayawan
Fujian Songli
Guangdong Sino Master
Guangzhou Doowon
Guangzhou Iron & Steel
Handan Iron & Steel
Hyun Chul
Jiangyin Changfa
Jinan Iron & Steel

t‘ Bl sttt

Indones

m Laiwu Steel

LianYuan Iron & Steel
Lianzhong Stainless
Maanshan Iron & Steel
Nanjing Iron & Steel
Panzhihua Iron & Steel
Pingxiang Iron & Steel
Rizhao Steel

Shagang

Shougang

Shuangling Iron & Steel
Shuicheng Iron & Steel



mSichuang Desheng Group
Tangshan Iron & Steel
Tianjin Tiantie
Union Steel (China)
Wauhan Iron & Steel
Wuxi Changjiang
Zhangjigang Pohang Stainless Steel
mChina Steel Corporation
Great Fortune
Hai Kwang
Kao Hsing Chang
Tang Eng

mTonyi
Tung Ho
Yieh Phui
Yieh United

m DaiYang
Dongbu
Dongkuk
Dongshin
Doowon
Hysco
Hyundai
Pocos

m Posco

Taihan

Union
JFE
Kobe
Nippon Steel & Sumikin
Nisshin
NSC
Sumitomo Metal
Yamato
Nucor
Acesita
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Corporate Information 6
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2006

2007

% Change

HKS$ million

Revenue

Gross profit

Operating profit

Profit attributable to equity holders

Total assets

Capital and reserves attributable to equity holders
In million

Number of shares

Per Share Data

HK cents

Basic earnings

Diluted earnings

Total cash dividends

HK$

Capital and reserves attributable to equity holders

Financial Ratios

Gross profit margin (%)
Net profit margin (%)
Current ratio

Quick ratio

Gearing ratio

Interest cover

Cash dividend payout (%)

Note:

4,575
239
68
23
1,847
715

369

6.20
6.20
I.10

1.94

522
0.50
1.50
1.03
0.80
|.64
1773

Certain prior years' figures have been reclassified to conform with the current year's presentation.

Definitions

Basic earnings per share

Diluted earnings per share

Capital and reserves attributable to
equity holders per share

Gross profit margin (%)

Net profit margin (%)

Current ratio

Quick ratio

Gearing ratio

Interest cover

Cash dividend payout (%)

Profit attributable to equity holders

4,868
318
130
71
2249
783

369

19.16
19.16
4.80

2.12

6.53
1.45
|.67
I.16
0.52
357
25.05

Weighted-average number of shares
Profit attributable to equity holders

Diluted weighted-average number of shares
Capital and reserves attributable to equity hold

ers

Number of shares as at year end
Gross profit

Revenue
Profit attributable to equity holders

Revenue
Current assets

Current liabilities
Current assets (excluding inventories)

Current liabilities

Interest bearing loans minus cash and cash equivalents

Capital and reserves attributable to equity hold
Operating profit

ers

Net finance costs
Total cash dividends proposed for the year

Profit attributable to equity holders

+6%
+33%
+91%
+209%
+22%
+10%

0%

+209%
+209%
+336%

+9%

+25%
+190%
+11%
+13%
-35%
+118%
+41%

x100%

x100%

x100%



Five-year Financial Summary

The following is a summary of the audited consolidated financial statements of Van Shung Chong Holdings Limited (the “Company” or

“VSC") and its subsidiaries (together the “VSC Group”) for the respective years as hereunder stated.

CONSOLIDATED INCOME STATEMENT

Year ended Year ended Year ended Year ended Year ended

31st March 3st March 3lst March 3lst March 31st March

2003 2004 2005 2006 2007

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

Revenue 2,755,769 3,549,110 4,138,621 4,574,939 4,867,657

Operating profit 72,162 103,482 60,665 68,066 129,854
Net finance costs (6,257) (7,027) (12,868) (41,469) (36,401)

Profit before income tax 65,905 96,455 47797 26,597 93,453
Income tax (expense)/credit (2,164) (11,061) 29 (68) (12,534)

Profit for the year 63,741 85,394 47826 26,529 80,919

Attributable to:

Equity holders of the Company 60412 81,063 36,189 22,867 70,627

Minority interest 3,329 4331 1,637 3,662 10,292

63,741 85,394 47,826 26,529 80,919

Dividends 18,111 21,180 8,114 4,055 17,693

Notes:

The Hong Kong Institute of Certified Public Accountants has issued a number of revised Hong Kong Financial Reporting Standards (“HKFRS™) that are
effective or available for early adoption for accounting periods beginning on or after Ist January 2006. Information on the changes in accounting policies
resulting from initial application of these revised HKFRSs is provided in note 2 to the consolidated financial statements.

2. Certain prior years' figures have been reclassified to conform with the current year's presentation.



CONSOLIDATED BALANCE SHEET

As at As at As at As at As at

3lst March 3st March 3Ist March 3lst March  31st March

2003 2004 2005 2006 2007

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

Non-current assets 207,126 264,565 253,129 217,111 333,467
Current assets 1,211,578 1,756,709 2,019,703 1,630,092 1,915,225
Current liabilities (871,073) (1,239,224) (1,376,754) (1,083,826) (1,148,069)
Non-current liabilities (20,725) (97,326) (172,867) (3,118) (93,220)
Net assets 526,906 684,724 723211 760,259 1,007,403

Equity:

Share capital 31,226 36,778 36,861 36,861 36,861
Reserves 489,178 623,780 650,973 678,594 745,734
Capital and reserves attributable to equity holders 520,404 660,558 687,834 715,455 782,595
Minority interest 6,502 24,166 35377 44,804 224,808

526,906 684,724 723211 760,259 1,007,403



With the prevailing trend among customers to increasingly
outsource non-core business processes toVSC,
we are constantly looking at ways of improving

our supply chain functions. These efforts will

help us to become the best provider of
materials through comprehensive supply
chain management and value-added
processing in the PRC. pg
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We deliver excellence by being:
Specific, Measurable, Achievable,
Relevant and Timely

Our Performance

In 2006, the VSC Group clearly proved its strength and agility
in adapting to a number of market challenges in the industry.
Competition intensified as a result of the increases in the
price of raw materials and there was greater demand among

customers for more value added processes.

Business performance in the year improved significantly as the
company's sustained “pricing versus risk’" strategies took effect,
resulting in significantly lower interest expenses coupled with
improved stock management, all contributing towards a much

better profit margin.

Consolidated revenue grew 6% to HK$4,868 million and profit
attributable to equity holders reached HK$71 million, 209%
higher than a year earlier: Results for both our CAMP and CMG
businesses were strong, with segment results registering at
HK$37 million and HK$1 19 million, jumping a respective 8%
and 61% from 2006.

CAMP occupies a downstream position in the steel supply chain
by providing value-added, quality and efficient steel processing
service complementing plastic resin materials distributions
which all target the high growth industries that include IT,

telecommunications and automobile parts.

CMG, occupies an upstream position, and acts as a bridge
between suppliers and customers by sourcing materials for

customers from steel mills around the world.

Chairman’s Statement

Our Approach to Business

The year, defined by the strong increase in profitability and sound
business growth, is a clear testimony to our ability in embracing
our mission statement in creating a competitive advantage for
our global customers by providing value-added processing,
supply chain management and total solution services that
leverage on our expertise in Mainland China. Headquartered
in Hong Kong, with a strong focus on Mainland China, we have
emerged as one of the industry’s leading steel sourcing and

processing agents.

Much of our success has hinged upon the widening of our
value added processing chain through the offering of additional
steel processes coupled with a more integrated total solutions
business model provided by the CAMP and CMG division
working together in a more effective manner. We believe our
value proposition will sharpen the competitive advantage of our

existing customers and help us attract new ones.

There is no better example of a more dynamic partnership that
will help us in this endeavour at our coil centers than our latest
alliance with Ryerson Pan-Pacific LLC (“Ryerson LLC"), a wholly-
owned subsidiary of Ryerson Inc. (“Ryerson”) in the USA. The
transaction, completed at the end of October, saw Ryerson
subscribing a 40 percent stake in the VSC-Ryerson China
Limited (“VSC-Ryerson China”) venture.VSC holds a 60% equity
interest. This arrangement allows both stakeholders to combine
our resources to offer world class and unrivaled comprehensive

solutions for our customers in the PRC.



VAN SHUNG CHONG
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Construction
Materials Group
(ﬂ cMG")

China Advanced
Materials Processing
(“CAMP”)

Plastics Steel
Distribution Distribution

Enclosure
Systems
Manufacturing

Building
Products

Nansha
Baosteel
Jingchang
Joint Venture

It also allows VSC to capitalize on Ryerson’s expertise,
technology and customer base to garner a dominant position in
the vast PRC market. Ryerson counts among its customers global
heavyweights in both yellow and brown goods manufacturing.
The venture will allow VSC access to Ryerson's Return On
Operating Asset model, a performance measurement indicator
tool that charts investment returns, with the aim of enhancing

operational efficiency and increasing profitability in the long term.

In the year under review, this partnership also made efforts in
expanding its portfolio of processing services, including punching,
bending, stamping, coating, assembly, technical design and quality
control, which will greatly enhance our suite of services on offer

to the customers.

To supplement the breadth of our value added processes, we
have placed equal emphasis on honing our seamless supply chain
management solution capitalising on our core competence in
the steel and metal industry that has a PRC focus. Our Mainland
China based procurement services is responsible for end-to-end

sourcing, production, quality control, logistics and financing.

By drawing on our extensive sourcing network in Mainland
China and our technological expertise in stamping, machining,
welding, forging, casting and extrusion, we have successfully
captured a solid client base of multinationals in industries
that span from retail, mining to manufacturing, real estate and

construction.

With the prevailing trend among customers to increasingly
outsource non-core business processes to VSC, we are
constantly looking at ways of improving our supply chain
functions, such as our just in time delivery programme,
better management of inventory control and enhancing
communications with customers. These efforts will help
us to become the best provider of materials through our
comprehensive supply chain management and value-added

processing in the PRC.

The VSC Culture

The realization of our long term goals hinges, to a large extent,
on the successful implementation of our eCSC concept

(“employees”, “customers”, “'suppliers” and “co-opetitors”) and
adherence to our core values. It is these elements that can
work in tandem to push forward the execution of a challenging
roadmap and ensure maximum value creation for all our

customers.

Our core values of teamwork, professionalism, continuous
improvement and integrity are guiding principles for our
workforce, ensuring colleagues work more productively with
each other, suppliers and customers. This, in conjunction with the
eCSC approach, which advocates each party taking an integral
role and working in synergy to nurture greater value proposition
towards the steel industry, will result in win-win scenarios for

VSC, our suppliers and customers.



People — our greatest asset

To satisfy increasing demands from customers, and our strategy
to aggressively capture business opportunities, particularly in the
PRC, mean staff development is of paramount importance to
the fulfillment of our mission. We firmly believe employees will

always remain our greatest asset.

Our human resources model of recruit-retain-retrain sees
training as a crucial component of our staff development.
During the year, through co-operations with various educational
institutions, and industry practitioners, we offered a range of
training courses catering to specific staff needs as well as various

leadership development programmes.

A host of various social activities in the year also served to
boost morale, enhance teamwork among colleagues and nurture
a sense of belonging. In addition to numerous sporting events,
the Group's HR department also organized various themed
gatherings: notable events like the Annual Corporate Challenge
Day, Team Activities Days, Annual Vision Day, Christmas Party and
Staff Annual Dinner Party. It is my hope that each of these events
will further nurture the spirit of teamwork among employees

and bring home to them the essence of what VSC is all about.

Chairman’s Statement

Teamwork

We put company interest above our own interest.
We think, plan, act and align collectively to deliver
excellence as a team: People, Reliable, Involves,
Developing and Excellence

Customers — our main priority

The management of customer relationships is critical to the
success of our business. Our sales force continuously strives
to understand the varying needs of our global customers in
every aspect. In order to achieve greater customer intimacy, the
Group during the year, initiated a deeper and more “real time”
evaluation program to measure synchronicity of the customer
needs against our portfolio of service offered. In addition, we
also started initiatives such as weekly growth call, lost order
report, margin enhancement and by-product growth roadmaps.
On the hardware side, we also plan to invest in additional
processing capabilities at our existing plants to better meet the
changing requirements of customers.

Suppliers — our invaluable partnerships

One of the most important cornerstones of our service
reliability is a secure and stable supply of steel particularly
amid an industry where fluctuating steel prices is the norm.
This is especially crucial in an environment caused by the PRC's
voracious appetite for the commodity which grows stronger
every year.

Through years of continuous efforts, the VSC Group have
cultivated a reliable pool of high quality suppliers over the years;
many of whom have worked with us for decades. Some of
these supplier relationships have flourished to become closer
co-operations in the form of joint venture partnerships, such
as with Baosteel, MISI and Shinsho Corporation. These alliances
have enabled us to secure a strong foothold in our market so
we can leverage on our partners’ extensive network in the PRC

to capture the emerging business opportunities there.



Integrity

We respect our customers and colleagues,
demonstrate honesty, integrity in all we do

Working closely with almost one hundred suppliers that cover
a global sourcing network spanning twenty countries from the
USA to Brazil, Russia to India, we are constantly examining
ways of enlarging our nexus of suppliers so we can offer our
customers the highest quality products at the most competitive

market rates.
Co-opetitors — our greatest allies

An integral part of the eCSC approach lies in the realization
that no single player can do it alone. We recognize the value of
healthy competitions through interactions with our co-opetitors
whether it is in the exchanging of industry news or technology
information, to improve the overall state of the industry allowing
us to better train our employees in operational and technical
improvements so that together we can work towards offering
the best available value-added services to our worldwide
customers. As such, considerable efforts were extended by our
management to facilitate industry related trade associations,

seminars and gatherings.

Moving Forward

We are extremely optimistic about the future of our industry.
With the PRC now the world's number one steel consumer and
producer, coupled with its insatiable demand for a wide range
of products from white goods to yellow goods, it is expected
that the market will grow organically by at least 10 percent per
annum in tonnage over the next few years, outstripping the
total demand volumes of more mature countries like Japan, the
USA and Korea.VSC is well positioned to capture such growth
opportunities through our strategy of increasing volume through

value.

Mainland China’s relatively inexpensive yet high quality supply
of steel; against the widespread protectionist environment is
increasingly requiring steel be processed before being exported.
The expanding pool of semi-skilled Chinese labourers who
have the technical know-how to weld and assemble at highly
competitive rates are all factors that will contribute towards
our plan to further develop our range of value added processes
enabling us to better serve the customers with specialized

products and solutions.
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Looking ahead, we will improve operations across all of our coil
centers in the PRC by introducing new machinery to expand
the processing capability of our products, such as stainless steel,
which we already begun trading in 2006, and broadening our
value added processes to include plate fabrication for yellow

goods.

Measures to step up and deepen the value added processes
in our supply chain while simultaneously improving the
management of our operations in the form of better production
and logistical planning at the coil centers will enable VSC to
more accurately and thoroughly meet the diverse needs of our
customers. This will in turn help our customers to sharpen their

competitive edge.

On the operations side, we have committed to improving
management of our assets by better managing our inventory
through enhanced IT platforms so we can maximize the
turnover of our stock. We can also lower interest expenses by

shortening the terms of our account receivables.

To ensure these goals are fully realized, we will train our staff to
adapt their mindsets to become more aware of the benefits of
an enhanced asset management approach and how it can help

to achieve greater profitability in the future.

Chairman’s Statement

We always challenge ourselves to achieve excellence
by continuous learning, leading positive changes and
consistently walking our talk

Efforts to create value through our IT infrastructure in the form
of developing a data mining platform as well as the establishment
of a virtual processing business model for our purchasing
operation will also consolidate and simplify the sourcing process

of our multinational clients.

We look forward to another financially successful year. By
embarking on our strategic roadmap backed by our committed
workforce, | am confident we will meet the challenges ahead

and successfully fulfill our long term vision.
Appreciation

In conclusion, | would like to add that the success of this past
year would not have been achieved if it was not for the hard
work of our stellar workforce and the unwavering support
of our Board of Directors, shareholders, customers, business
partners and suppliers. May | take this opportunity to extend my

heartfelt gratitude to each and every one of you. €



The year 2006 was named as the VSC Corporate Culture year,
reinforcing our emphasis on human resources being our biggest assets.

With a dedicated workforce, we are able to carry out business plans
which will accelerate the Group’s growth momentum. pg




Mana

The VSC Group experienced a healthy enhancement in its
performance during the financial year ended 3Ist March 2007
("FY2007"). As a result of effective execution of its business,
financing and investment strategies, the VSC Group reported
favourable FY2007 full year results, with its revenue amounting
to HK$4,868 million representing a 6% increase when compared
with that of the pervious year. The VSC Group reported a gross
profit of HK$318 million, which was 33% higher than that of the
previous year. This was due partly to an improved gross margin
of 25%, which was |.3 percentage points higher than that of the
previous year. Profit attributable to equity holders improved by
209% from that of the previous year to HK$71 million.

The upsurge in revenue was mainly attributable to the
inauguration of the VSC Group’s Kunshan Coil Centre, Plastics
distribution operations and Building Products, which served to
lift the VSC Group's overall growth in business volume. Strong
performance of the VSC Group’s steel distribution and widened
profit margin from these operations led to an improvement in
full year net profit. However, compared with last year, provision
for doubtful debts increased due partly to enlarged sales
volume, as well as a more conservative treatment of receivables
from certain financially affected customers. There were also
one-off higher provisions for inventory consisting mostly from
VJY enclosure system manufacturing in order to better position
our inventory. We have discontinued certain slow moving or
obsolete product range in order to expand our business into
new product, new customers and new market, particularly on

those key local and global customers.

ement Discussion and Analysis

As a result of effective execution of its business, financing
and investment strategies, the VSC Group reported
favourable FY2007 full year results...

Following the commencement of the cooperation with Ryerson
in November 2006, we managed to further leverage our unique
position in coil processing and services in Mainland China, and
to extend our reach to the international market. We will further
cement our relationship with long-term customers through
our commitment to total satisfaction and unchallenged product
quality. Our seamless collaboration with supplier and investment
in human resources and information systems will further

enhance our supply chain efficiency.

Operation Efficiency

The VSC Group's operating expenses during the year increased
in line with its sales growth, new business establishments and
increase in salary related expenses. The increase in salary related
expenses was a result of a larger workforce to cope with the
inauguration of Kunshan Coil Center's operations and the VSC
Group'’s expanding businesses, and in accordance with the VSC
Group’s incentive programme to retain caliber people and
China’s new minimum wage requirement. However, we managed
to strengthen our cash flow through effective tightening of
control measure and application of monitoring systems. The VSC
Group'’s operation efficiency is reflected in the improvement in

various statistic and financial indicators.



Core corporate strategies for FY2007:

Execute business plan of VSC-Ryerson China; Increase customer

loyalty; Enhance distribution network and supply chain

The Days Sales Outstanding (“DSQO’’; average trade and bill ‘i : : :
receivables divided by revenue X 365 days) and inventory A SPeClal taSk force IS belng

turnover days (average inventories divided by cost of sales for‘med ir] 'the headquar‘ter‘s Of
X 365 days) had been shortened to 56 days and 44 days \/SC RyerSOﬂ Chiﬂa o |ead the

respectively. Such improvement resulted in positive cash flow

from operation for the VSC Group to expand business while execution of business Strategies

controlling the level of borrowings. The subscription price ) .
from Ryerson has improved the working capital efficiency and and dr|Ve performance-
strengthened the cash position. The VSC Group has significantly

strengthened its financial position with its interest bearing loans

reduced by HK$59 million to HK$7 11 million. Its net interest

expense reduced by 12% to HK$36 million, with average

interest rate remaining at the same level of last year, due to

better current asset management. The VSC Group's gearing ratio

(interest bearing loans minus cash and cash equivalents/capital

and reserves attributable to equity holders) dropped from the

past year's 0.80 to 0.52 at book close.

The VSC Group's core corporate strategies for FY2007 are

summarised as follows:

I) To execute the strategies and business “We trained our sales team to
plan of VSC-Ryerson China f dd . + ,
The cooperation with Ryerson on VSC-Ryerson China OCus on a reSSlng customers

commenced in November 2006, with VSC indirectly needs and wants, unders‘tanding
holding 60% and Ryerson LLC holding 40%. Ryerson LLC y . vy
is a wholly-owned subsidiary of Ryerson which is one of our customers bUSIneSS plans' v
the North America’s leading distributors and processors

of metals with a network of service centres across the

United States and in Canada, Mexico and India. The goals

of VSC-Ryerson China are as follows: (i) VSC-Ryerson
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China is able to capitalise on the expertise, customer
base and technology and know how of Ryerson to
improve its competitive position in the vast PRC market;
(i) the subscription price paid by Ryerson LLC will
provide VSC-Ryerson China with additional funds for
its future development; and (iii) the VSC Group will be
allowed to realise its investment in VSC-Ryerson China
and it subsidiaries. A special task force is being formed
in the headquarter of VSC-Ryerson China to lead the
execution of business strategies and drive performance.

To increase customer loyalty through key
account management, quality products
and services

Substantial efforts were made to improve customer
satisfaction and key account management. We trained
our sales team to focus on addressing customer's needs
and wants, understanding our customers’ business
plans including the requirements of their downstream
customers. Members of our senior management team
continued to pay programmed visits to major customers,
keep up with latest market trends and seek customer
feedback to improve service quality. Annual business
plan was designed to include selling strategies and
account plan of key customers. Monthly review of sales
performance and variance analysis were in place to
redirect the forecast, while weekly sales meeting between
sales team and senior management were held to assess
the prevailing market situation, with action plans to

address critical strategic moves.

Management Discussion and Analysis

In FY2007, we continued to execute business expansion

strategies including enhancement of our distribution network,

realignment of our resources and organization structure.

To enhance distribution network and
supply chain

We continued to ally with steel mills in the PRC and
other Asian countries to secure continuous and timely
supply of a full range of products including hot rolled
coils, cold rolled coils, galvanized steel, pre-painted color
steel sheets, aluminium & zinc coated steel, aluminum
coated steel, stainless steel, silicon steel, reinforcing bars,
steel H-piles and steel sheet piles, etc. Our alliance with
steel mills worldwide together with our experience and
expertise in distribution, value-added processing, supply
chain management and total solution services continued
to make us preferred vendor of our domestic as well as
global customers. In FY2007, we continued to execute
business expansion strategies including enhancement of
our distribution network, realignment of our resources
and organization structure. Our flat product steel
distribution in Guangzhou CMG Division was successfully
amalgamated with CAMP to support its operations
by strengthening the source of supply and inventory
quality, and through adding to the range of materials for
processing with those previously traded by CMG. Our
long product steel distribution in Hong Kong, Shanghai
and Shenzhen continued to focus on our key accounts,
leveraging our experience in supply chain and technical
services.



CHINA ADVANCED MATERIALS PROCESSING
(“CAMP”)

The VSC Group's CAMP operations comprise three business
units, namely, 1) coil centre operations, under VSC-Ryerson
China which provides rolled steel processing services to
finished products/fOEM manufacturers of white goods, electrical
appliances, computers and automobile parts; 2) manufacturing
of customised enclosure systems which focuses on a variety
of precision metal processing and assembly services, mainly for
the telecommunications industry; 3) distribution of engineering
plastic resins to industrial manufacturers of household appliances,
audio/video equipments, telecommunications applications and

computers in Hong Kong and the PRC.

Since the partnership with Ryerson only came into effect in
November last year, and its contribution, both in efficiency
and actual dollars terms, is yet to be reflected in our accounts.
However, during the last five months of the year under review,
VSC-Ryerson China had already begun to provide new business
leads and introduced international account management and
internal control systems to the operations. We are optimistic
with the long-term contribution from VSC-Ryerson China on

VSC Group’s ongoing development.

In FY2007, overall CAMP’s revenue was HK$2,052 million
increased by 37% as compared with last year's HK$ 1,502 million.
Revenue growth was a result of growth in V]Y and Plastics
along with our new Kunshan Coil Centre and amalgamating of
Guangzhou flat product steel distribution into CAMP. Segment
result was approximately HK$37 million as compared with
HK$32 million last year. Detail discussion of each business unit is

as follows:

Coil Centers — Joining hands with a world leader

In July 2006, the Kunshan Coil Centre commenced production.
The VSC Group's coil centre operations thus expand from the
main processing facilities in Dongguan, Tianjin and Guangzhou
to Kunshan. The VSC Group also has a 14% minority interest
in a joint venture company in Nansha. In November 2006,
Ryerson LLC subscribed for 40% stake in the enlarged share
capital of VSC-Ryerson China which holds the interest of all
the coil centres, including Nansha and VSC indirectly holds
the remaining 60%. After the forming of the partnership, our

Guangzhou flat product steel distribution was amalgamated



2 8 Management Discussion and Analysis - CAMP

We deliver to customers through just-in-time (JIT) delivery
and reliable supply chain management with quality assurance
and a flexible supply of product range, leading to reduction in

scrap and materials handling costs and savings in investment of
machinery and factory space.

CAMP Service Centres

B
Kunshan

Shanghai

Guangzhou \ Lot Shenzhen

==3




Coll Centre Operations

into VSC-Ryerson China. Guangzhou flat product steel
distribution reported revenue of HK$398 million and gross
profit of HK$ 10 million. Bridging between steel mills and finished
products/OEM manufacturers, a coil centre acts as an essential
intermediary in the steel consumption value chain.We deliver to
customers through just-in-time (JIT) delivery and reliable supply
chain management with quality assurance and a flexible supply
of product range, leading to reduction in scrap and materials
handling costs and savings in investment of machinery and
factory space.To enable our value proposition to our customers,
the coil centres have to maintain a certain level of inventory and

offer credits to trustworthy customers.

The Dongguan coil centre (DGCC) is VSC-Ryerson
China’s leading coil centre with 12 years of operations. Located
in Humen, Dongguan, DGCC focuses on serving many Hong
Kong and Taiwan based OEM manufacturers of electrical
appliances (e.g. DVD, LCD panel) and computers (e.g. notebook,
printer) around the nearby Pearl River Delta regions. Revenue
for FY2007 was approximately HK$415 million as compared
with HK$492 million last year; shipped volume for the year
was 63,000 metric tons as compared with 73,000 metric tons
last year. During the vyear, the price of high-end rolled flat steel
products continued to decline, which combined with severe
competitions led to decrease in both volume and revenue.
Despite a decreased revenue, we managed to improve the gross
margin through increasing customer satisfaction and a more
effective supply chain. In FY2007, gross profit was HK$38 million
as compared with HK$2 | million in the financial year ended 31st
March 2006 (“FY2006"). Gross margin in FY2007 improved to
9%, as compared with 4% last year. Operating expenses as well
as selling and general expenses remained at a similar level of last

year

“...Ryerson LLC subscribed for
40% stake in the enlarged share
capital of VSC-Ryerson China
which holds the interest of all the
coll centres...”

The Tianjin coil centre (TJCC) had significantly turned
around their business performance. Revenue for FY2007 was
HK$321 million as compared with HK$247 million last year,
while volume shipped during the year was 52,000 metric tons,
representing a 33% increase from 39,000 metric tons last year.
Gross profit for FY2007 was HK$24 million, which represented
an increase of eight times from last year's HK$3 million.
The remarkable improvement was attributable to the new
management in TJCC shifting its focus on customer satisfaction,
inventory management and cost control. Selling and general
expenses were similar to last year's, bad debt provision increased
on last year owing to the fact that a couple of customers

suffered from financial difficulties.

VSC-Ryerson China continues to indirectly hold 70% equity
shares in the Guangzhou coil centre (GZCC). Situated
in Huangpu, Guangzhou, GZCC provides services to the
manufacturers of auto parts, computers, office and home
appliances, etc in the Pearl River Delta regions. Shinsho
Corporation, the core trading arm of Kobe Steel Group,
continued to provide strong support in ensuring a stable and
high quality supply of steel as well as developing a strong
customer portfolio of established Japanese clientele in the
automobile and home appliance sectors. Revenue for the
FY2007 was approximately HK$306 million as compared with
HK$363 million last year; volume shipped during the year was
44,000 metric tons, representing a 14% decrease from 51,000
metric tons last year as a result of intensified competition.
Gross profit for FY2007 was HK$21 million, a drop of 5% when
compared with HK$22 million last year.
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Management Discussion and Analysis - CAMP

The VSC-Ryerson China’s indirect 4% investment in the
Baosteel Jingchang joint venture in Nansha reported a
net profit of approximately RMBI7 million as compared with
last year's RMB 14 million. Dividends during the year totalled
approximately RMB1.9 million as compared with last year's
RMB .7 million. In FY2007, volume shipped was 130,000
metric tons, of which 90,000 metric tons were direct sales and
40,000 metric tons were toll processing. This joint venture has a
reputable industry position for offering highly competitive prices

and quality service.

Kunshan Coil Centre (KSCC), a wholly-owned subsidiary
located in Kunshan, Jiangsu Province of China, was successfully
incorporated in April 2006. This coil centre aims to serve the
surging demand from our customers in the Yangtze River Delta
regions. The newly-constructed factory has an annual capacity of
60,000 metric tons for the first phase. KSCC started its business
by offering toll processing services until the factory commenced
trial run in July 2006 and was fully equipped in December 2006.
In FY2007, KSCC shipped 18,000 metric tons, including 5,000
metric tons of toll processing. Revenue for FY2007 was HK$70
million with a gross profit of approximately HK$5 million. The
second phase development program for metal fabrication is
underway and is expected to complete by the end of 2007.



Enclosure Systems Manufacturing

"....to cope with its strategies
to expand business with key
local and global customers, a
new management with extensive
international exposure has been
put in place.”

The VJY enclosure systems manufacturing (VJY) in
Shenzhen provides comprehensive steel processing services
and solution to customer including punching, bending, stamping,
coating, assembly, technical design and quality control. Its main
focus is on the high growth telecommunications industry in
Southern China and it continues to be the vendor of choices
with top customers like Huawei and Zhongxing. Revenue for
FY2007 was HK$198 million, compared to HK$ 142 million
last year. To strengthen its operation efficiency and to cope
with its strategies to expand business with key local and global
customers, a new management with extensive international
exposure has been put in place. VY has also beefed up its
internal control through a thorough review of its go-to-
market strategies, supply chain management, and outsourcing
procedures, as well as the introduction of a new ERP system
and re-engineering of its workflow. Under the new leadership,
we are confident that V]Y will be back on track and will continue
to improve its market penetration, by leveraging its technical
manufacturing capability and global account management skill
introduced by VSC-Ryerson China partnership.
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Plastics Distribution

For the year under review, the price of crude oil remained at
high levels, causing the price of plastics resin to stay at high levels
similar to those of the year before.To sustain growth in this
market with profitable return to the VSC Group, our strategies
were to penetrate new markets and to increase our volume.
In FY2007, revenue was HK$345 million, representing a 33%
increase from HK$259 million of the previous year, and the
actual tonnage sold was also increased by 31% to 21,000 tons
as compared with last year's 16,000 tons. The growth in revenue
and tonnage was achieved by keeping our existing customers
while securing new customers from the consumer electronics
& electrical market segment. For FY2007, the segment profit
was HK$ 13 million as compared with HK$I | million last year.
We continued to promote engineering plastic resins from a
wide range of suppliers including Samsung Total, Samsung Cheil,
GE Plastics and UMG. Our team offered technical assistance
to customers on new products development and coordinated
with our suppliers to ensure steady supply and delivery of
quality products. In FY2007, our sales teams in Shenzhen and
Guangzhou supported customers in the Pearl River Delta region,
while the sales team in Shanghai served the Eastern China
market. Our team will continue to focus on the markets with
huge demand for high quality imported resins, particularly in the

home appliance and electrical and electronic markets.

Management Discussion and Analysis - CAMP

“To sustain growth in this market
with profitable return to the VSC
Group, our strategies were to
penetrate new markets and to
increase our volume.”



CONSTRUCTION MATERIALS GROUP (“CMG”)

In FY2007, we continued to pursue our objective of building a
steel distribution network to provide products and high value-
added solutions to target customers across the Mainland China
and Hong Kong. The businesses of CMG operations include
distribution of steel and building products primarily to large

reputable developers and contractors for construction work in

Steel Distribution

Hong Kong, Macau and other major cities in the PRC (including
Shenzhen, Guangzhou and Shanghai). Revenue of CMG for the
year was HK$2,813 million, compared with HK$3,071 million
last year. The overall segment profit for the year was HK$ 119
million as compared to HK$74 million last year. In FY2007, CMG
accounted for approximately 58% of the VSC Group’s total

revenue as compared with last year's 67%.

The CMG operations in steel distribution comprise of

VSC has a 66.7% owned joint venture — Shanghai Bao Shun
stockholding business of rebars, structural steel and engineering Chang ("BSC"), which engages in the distribution of domestic

products in Hong Kong; and steel distribution in Mainland China. steel products in Fastern China.
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Management Discussion and Analysis - CMG

We continued to pursue our objective of building
a steel distribution network to provide products
and high value-added solutions to target customers
across the Mainland China and Hong Kong.

Hong Kong Steel Distribution

During the year, this department implemented a series of
enhancement strategies and actions to minimise the risk of
fluctuations in prices with customers and suppliers, to avoid
entering into fixed price sales contracts with a term of over
two years, to reduce operating cost and to improve operation
efficiency. As a result, this department continued to achieve
encouraging operating profit in FY2007. Despite a 7% decrease
in revenue to HK$I,151 million in the reporting year, this
department achieved a segment profit of HK$107 million as
compared to HK$95 million last year The improvement strategies
and cost measures were very successful. Sales revenue from
distribution of steel in Hong Kong contributed 41% to the
total CMG steel distribution revenue for the year. Currently,
the department’s total contracts-on-hand is HK$683 million,
extending to year 2008 and beyond. Major projects worth
highlighting are Dream City in Tseung Kwan O, Celestial Heights
in Homantin, Shatin New Town Stage Il Road Works, Foundation
Works at Hoi Ting Road, Property Development at Tai Wai
Maintenance Centre, Ocean Park Redevelopment, and City of
Dreams in Macau. Looking forward to the year 2008, we can
expect some challenges as the export tax rebate had been
cancelled by the PRC Government in April 2007 coupled with
10% export tax levied in May 2007. As we source a significant
amount of rebars from PRC mills, the effect of these policies with
no doubt affect our profit margin. But having said that, we expect
the impact to be short term as the VSC Group has, through prior
experiences, a policy of not entering into long term fixed price
contracts, coupled with the new contracts entered into by the
VSC Group would have incorporated these factors already. The
operating performance of this division is expected to continue in
the coming year by exploring new market in other countries.

Mainland China Steel Distribution

With the continued implementation of China’s macro-economic
policies to curb excessive investments in several overheated
industries including steel and the real estate sector, the Mainland
China Steel Distribution Department continued to operate
under a difficult environment. Revenue for the year was
HK$ 1,454 million as compared with HK$ 1,685 million last year,
and a profit of HK$3 million was reported as compared with a
loss of HK$22 million last year. The results of the Mainland China
Steel Distribution Department included BSC, our 66.7% joint
venture company. In FY2007, BSC reported an increase of 4% in
revenue to HK$999 million as compared with HK$964 million
last year, and a net profit after minority interests of HK$0.8
million. During the year, our strategic venture alliance MetalChina
continued to progress as scheduled. Our goal is to provide a
virtual chain market linking procurement services to overseas
buyers so that China-made metal products could be exported
to satisfy global demand. The strategic intent of such specialised
services is to develop VSC Group's domestic sourcing capability
and to lower its capital requirements and risks associated
with inventory. It further provides cross-selling opportunity
for processing activities for the CAMP operations. In FY2007,
MetalChina was in touch with a number of global customers,
and the progress of engagement proceeded according to
each project plan. CMG management will continue to support
MetalChina in resources realignment and project management

to assure solid result in the coming year



Building Products

In FY2007, Building Products Department reported a revenue
of HK$208 million and a segment profit of HK$9 million as
compared with HK$154 million and HK$ I million last year. This
department consists of four business units, namely, Hong Kong
Building Products, Shenzhen Building Products, Shanghai Leisure
Plus and Vanyee Macau, which all engaged in distributing sanitary

wares of TOTO, Hansgrohe, and Rover conglomerate marble.

During the year, Hong Kong Building Products continued
to operate a retail showroom in Wanchai and engage in
projects sales to contractors. Revenue for FY2007 dropped
from HK$73 million last year to HK$68 million, mainly due to
the closure of the kitchen cabinets installation business during
the year. Segment profit was HK$5 million for the year Hong
Kong Building Products currently has contracts-on-hand worth
around HK$14.5 million. Major outstanding projects-on-hand
include the supply of bathroom sanitary wares and tiles for One
Island East, Kowloon Station International Commerce Centre,
Hong Kong Community College, Landmark North Office Tower,
Langham Hotel renovation, Yu To Sang Building renovation, Luk
Yeung Galleria renovation, flooring renovation in Pacific Place
and Renovation at Tsim Sha Tsui Centre & Empire Centre.
Shanghai Leisure Plus reported a revenue of HK$82
million and profit of HK$2 million for FY2007, while Shenzhen
Building Products realised a revenue of HK$34 million and
returned to profitability with a profit of HK$0.5 million. The
opening of a brand new retail shop in Shenzhen in June 2007
is expected to contribute steady revenue and profit to VSC.

Vanyee Macau is a 82% owned joint venture, Vanyee Building

Products (Macau) Company Limited, which started operation

in June 2006 with focus on the booming hotel and casino and
residential development business. Vanyee Macau's revenue for
FY2007 was HK$24 million, with a profit of HK$2 million.

Other Investment

During the year, the VSC Group continued to maintain a 6.61%
investment with direct holding of equity shares in North Asia
Strategic Holdings Limited (“NAS"), a company listed in the
Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”) since April 2000. In FY2007,
NAS and its subsidiaries (together the “NAS Group”) returned
to profitability. Revenue significantly improved by 55% from last
year to approximately HK$559 million, and a profit attributable
to equity holders of approximately HK$67 million was reported.

To enhance the VSC Group'’s presence in the PRC and also
to accommodate its rapid growth within the PRC, it is the
intention of the VSC Group to acquire a more permanent
premise to house the VSC Group's operational headquarter in
the PRC. In June 2007, the VSC Group acquired a one-sixth(1/6)
shareholding in a company to own a brand new office building in
Shanghai. The VSC Group’s intended investment commitment in

this project is approximately RMB75 million.
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KEY ELEMENTS OF GROWTH

)

Human Capital

Human resources are the most valuable assets of the
VSC Group, which are reflected in every aspect of our

operations.

Corporate Culture and Values:

Our emphasis in corporate culture — eCSC (Employee,
Customer, Supplier & Co-opetitor) and our core values in
Professionalism, Continuous Improvement, Teamwork and
Integrity aim to provide a more transparent environment
to our staff to assist them to quickly assimilate to the
VSC family, increase our employee engagement, good
relationships, and commitment. As such, we named the
year 2006 aVSC Corporate Culture year to promote our
culture across the entire group.To achieve this, we apply
our core values using a “PRIDE” approach, which stands
for "People, Reliable, Involve, Developing, Excellence”.
With a clear concept, a commitment to espousing core
values and a dedicated approach, we are confident that
every employee of the VSC Group will be devoted to
their jobs.

Communications:

We build not only a high performance culture, but also
trust and confidence through maintaining regular dialogue
with staff by holding various staff communications sessions,
Annual Vision Day, and through human resources intranet,
eNewsletter and staff online forum, where staff opinion
and feedback on the Company policy are collected and
news about the Company is imparted to keep staff

informed of the latest development of the VSC Group.

Management Discussion and Analysis

Training & Development:

VSC supports a culture of continuous improvement
for employees, and we believe that when people are
equipped with better skills they are more engaged
with their work. In addition, training can result in high
productivity of staff. As such, we offer course sponsorship
and organize various in-house training programs such as
customer relationship management training, motivation,
performance appraisal, coaching skills, team buildings as
well as e-learning platform.

Rewards and Compensation:

To recruit and retain our talents, efforts have been done
to ensure our pay structure in line with the prevailing
market trend. Linking reward with performance, tailor-
made incentive schemes for bonuses and commission
with measurable targets in achieving key success are
designed with bottom-up approach for respective
business units and corporate support function.

Social Responsibility:

VSC actively takes part in various community services
in order to foster a caring environment. The VSC Group
has organized a variety of community services activities
and encouraged our staff to participate. We took part
in the Dress Special Day; Orbis Pin Day; Skip Lunch Day;
Corporate Challenge; and Run for Love, New Balance —
CIIC Charity Run (Shanghai) in FY2007.

Balance of Life:

We believe by maintaining a work-life balance of our
employees, the VSC Group will be benefit in individual
productivity, accountability and commitment, better
team work and communication, improved morale, while
individual staff will also benefit in stress management
and improved relationships, both on and off the job. To
promote a work-life balance, the VSC Group organizes
various social activities for staff and their families.



Staffing:
In March 2007, the VSC Group employed 1,575 staff, a

|19 increase over last year. The increase in the number

of employees is due to the newly established coil centre

in Kunshan.

To cope with our partnership with Ryerson, we had
also strategically invested in various levels of our human
resources. All the new employees were able to access
our new hire orientation on intranet and visit our plants
and facilities. There are also plans in place for us to
exchange personnel for cross training between VSC and

Ryerson in appropriate locations.

Our HR system and corporate structure have been
modified to accommodate staff from all backgrounds, and
cultivate them into a coherent team. The HR strategy to
sustain a long-term growth of the VSC Group's business is
to build up capable management teams in all the business
units and the headquarters. Our senior executives are
local professionals with western education background
and/or work experience at various multinational
corporations. They understand Mainland China's best

practices and also have a modern management mindset.

Total staff costs including contribution to retirement
benefit schemes incurred during FY2007 amounted to
approximately HK$ 113 million. During the year under
review, options to subscribe 8,800,000 shares have been
offered and granted to our employees under the new
share option scheme adopted since 12th November
2001.

2)

Headcount
Department March 2006
CAMP
CAMP Management 7
Coil Centre 332
Enclosure Systems 838
Plastics Distribution 17
CMG
CMG Management 3
Steel Distribution 87
Building Products 49
Corporate Support
HK Office 56
Shanghai Office 25
Shenzhen Office 5
Total 1,419

Recognition:

The VSC Group will continue to dedicate to maintaining
and building our employer brand and to remain as a
‘preferred employer’. We are proud to be granted
the award of China Best Employer 2006, Shanghai
which serves as a symbol of our tremendous efforts in

managing our human capital.

Finance Capital

During the year under review, there was no significant
change in the capital and loan structure of the VSC
Group as a whole. As at the end of FY2007, the VSC
Group's total equity increased to HK$ 1,007 million
from HK$760 million last year. Interest-bearing debt
reduced to HK$711 million as compared to HK$770
million last year. To support the continuous growth of
revenue, the VSC Group requires significant short-term
banking lines to finance its working capital need on
inventory and trade receivable. With continuous positive
operating results over the past years, the VSC Group has
developed excellent relationships with a number of local
and international banks in Hong Kong. To cope with the
need of short term financings, VSC Group has continued
to expand and consolidate its banking profile. Aggregate
banking facilities offered by banks in Hong Kong and
China was about HK$1,762 million as at the end of
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FY2007. Such bank lines consist of letters of credit, trust
receipt loans and short term loans. Interest costs are
levied on inter-bank borrowing rates plus competitive
margins. As the VSC Group establishes more presence
and sourcing in China, the need for RMB financing is
expected to play a more important role in VSC's funding
needs. RMB term loans and bills exchange facilities have
been obtained from domestic as well as foreign banks
in China. As at the end of FY2007, the VSC Group has
outstanding RMB loans in the amount of RMB 143 million.

During the year, VSC Group allotted shares of VSC-
Ryerson China Limited, which is the intermediate
holding company of five coil centres. The consideration of
US$28.288 miillion was paid by Ryerson in cash; part of it
had been used to improve the working capital efficiency
and the balance will be used for future business expansion.
As steel price is going up and our business is expanding,
the VSC Group will adopt various strategies and actions
to reduce interest bearing loans by reducing its stock and
receivables turnover. The interest cost is expected to be

maintained at similar levels in the coming year.

Intelligent Enterprise

Along with human and finance capital, intelligent
information is another critical factor for continuous
business growth and success. To ensure all levels of
management in VSC have access to timely and quality
intelligent information for business decision making,

Management Discussion and Analysis

our strategies focus on building an effective network

infrastructure, applying web-based solutions and providing
continuous training to our IT Professionals and other
stakeholders.

To build an effective network infrastructure, we have
partnered with CPCnet (Hong Kong) to set up a virtual
private network to connect all the VSC business locations
across China and Hong Kong, including offsite backup for
critical information. To protect and secure the network and
computing environment, all sites have been equipped with
SonicWall firewall, all PC have been equipped with Norton
anti-virus protection and our central email system is being
protected by Barracuda spam firewall. To ensure up-to-
date and secure end-user computing software support,
VSC has also entered into a long-term Enterprise Licensing
Agreement (EA) with Microsoft.

Along with the underlying network infrastructure,
we have re-defined our finance architecture and set
up appropriate data bases for critical management
information. Through our Executive Information System,
intelligent information is available to various level of
management on a daily basis.We will keep improving our
business processes, apply web-based approval to reduce
administrative lead time and to enhance our solution
applications for timely and quality data analysis. Our
goal is to have a single source of truth with one touch
for getting the intelligent information. We will continue
to apply our strategies to enable VSC to evolve to an
intelligent enterprise. Y



Financial Review

THE FOLLOWING MANAGEMENT DISCUSSION
AND ANALYSIS SHOULD BE READ IN
CONJUNCTIONWITH CONSOLIDATED
FINANCIAL STATEMENTS AND NOTES THERETO
INCLUDED ELSEWHERE HEREIN.

(Note: The financial years ended 3Ist March 2006 and 2007 are
referred to herein as FY2006 and FY2007, respectively. Certain
comparative figures in FY2006 have been reclassified to conform with
the presentation in FY2007.)

(I) CONSOLIDATED INCOME STATEMENT
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CONSOLIDATED RESULTS
I.I  Revenue and gross profit

Revenue for FY2007 amounted to HK$4,868 million,
representing an increase of 6% over FY2006. Overall
gross profit increased by 33% and gross margin increased
by 1.3 percentage point. The improvement is mainly from
the Hong Kong steel rebars stockholding business of
CMG. Coil centres recovered from last year's trough and

had a much improved profit margin in FY2007.

FY2007 FY2006 Change

Notes HK$’000 HK$'000 %

I Revenue 4,867,657 4,574,939 6%

Cost of sales (4,549,893) (4,336,273) 5%

I Gross profit 317,764 238,666 33%

Other gains — net 37,238 14,223 162%

1.2 Selling and distribution expenses (33,540) (30,261) 119

1.2 General and administrative expenses (191,608) (154,562) 24%

Operating profit 129,854 68,066 91%

I.3 Net finance costs (36,401) (41,469) -12%

Profit before income tax 93,453 26,597 251%

I.4 Income tax expense (12,534) (68) 18,332%

Minority interest (10,292) (3,662) 181%

I.5 Profit attributable to equity holders 70,627 22,867 209%

I.6 Dividends per share HK4.80 cents HK1.10 cents 336%
1.7 Earnings per share

— Basic HKI19.16 cents HK6.20 cents 209%

— Diluted HK19.16 cents HK6.20 cents 209%




Operating expenses

Selling and distribution expenses (“S&D expenses’)
increased by | 1% or approximately HK$3 million.
The increase was in line with the growth in revenue.
General and administrative expenses (“G&A expenses”)
increased by 24% or approximately HK$37 million mainly
due to increased employment costs as a result of larger
workforce to cope with the inauguration of Kunshan
Coil Centre’s operations and the VSC Group’s expanding
businesses, and the upsurge in average salary along with
related social benefit contribution in Hong Kong and PRC
labour market. During the year, the management adopted
a more conservative approach in making provision for
impairment of receivables. As a result, impairment on
trade and other receivables increased by approximately
HK$9 million as compared to FY2006.

Net finance costs

Net finance costs decreased by 129% due to reduction
in bank borrowings as a result of better cash and asset
management. Interest cover (operating profit divided by
net finance costs) increased to about 3.57 (FY2006: |.64)
as a consequence of better profit coupled with reduced

net finance costs.

Income tax expense

Taxation included current taxation of about HK$19
million (FY2006: HK$2.5 million) offset by deferred
taxation credit of about HK$6 million (FY2006: HK$2.5
million). Deferred taxation credit mainly arrived from the

tax loss of our business.

Profit attributable to equity holders

Profit attributable to equity holders increased 209% to
HK$71 million. Net profit margin (profit attributable
to equity holders divided by revenue) improved from
0.5% in FY2006 to 1.5% in FY2007. Return on equity
(profit attributable to equity holders divided by capital
and reserves attributable to equity holders) improved
to 9.0% (FY2006: 3.2%) and return to total assets (profit
attributable to equity holders divided by total assets) also
improved to 3.1% (FY2006: |.2%). All theses three ratios
increased as a result of increased in profit attributable to

equity holders.



1.6 Dividends per share

Interim dividend of HK2.20 cents per share was paid
during the year and the Board recommended to declare
a final dividend of HK2.60 cents per share. Cash dividend
payout (total dividends divided by profit attributable
to equity holders X 100%) for the year is around 25%
(FY2006: 18%). VSC is actively seeking investment
opportunities and the management will through
reinvestments of capital to maximise the VSC Group'’s
shareholders’ value in the medium to longer term.

SEGMENT RESULTS

Earnings per share

Basic earnings per share increased by 209% to HKI19.16
cents mainly due to increase in profit attributable to
equity holders. Diluted earnings per share increased by

209% to HK19.16 cents.

Revenue Segment results

FY2007 FY2006 Change FY2007 FY2006 Change
HK$’000 HK$'000 % HK$’000 HK$'000 %

CAMP
— Coil centres 1,510,318 1,102,078 37% 55,861 12,240 356%
— Enclosure systems 197,516 141,564 40% (31,985) 8,250 N/A
— Plastics distribution 344,518 258,551 33% 13,483 11,218 20%
CAMP total 2,052,352 1,502,193 37% 37,359 31,708 18%

CMG

— Steel distribution 2,604,869 2,916,604 -11% 110,026 72,889 51%
— Building products 208,036 154,333 35% 8,993 947 850%
CMG total 2,812,905 3,070,937 -8% 119,019 73,836 61%
Other operations 2,400 1,809 33% (5,564) (5,650) -2%
4,867,657 4,574,939 6% 150,814 99,894 51%




REVENUE BY PRODUCT/OPERATION
for the years ended 31st March

%
Other operations 0.05
Building products 427

Coil Centres 3103

Steel distribution

Endosure systems 4.06

Plastics distribution 7.08

2007

REVENUE BY GEOGRAPHICAL SEGMENT
for the years ended 31st March

o)

%

Hong Kong 25.06

Mainland China  74.94

2007
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Other operations 0.04

Building products "
Coil Centres 2409

Endosure systems 3.09
Steel distribution

Plastics distribution 5.65

2006

Hong Kong 2856

Mainland China  71.44

2006



a)

China Advanced Materials Processing (‘“CAMP”’)

Revenue of the CAMP operations went up 37% to
approximately HK$2,052 million representing 42% of
total revenue of the VSC Group. Segment result of the
CAMP operations improved from HK$32 million to
HK$37 million.

In FY 2007, our “Greenfield” Kunshan coil centre has
commenced operation and volume processed already
surpasses 18,000MT. New products, such as stainless steel,
are also being introduced to the coil centres and bring
in a new stream of revenue. Total revenue on processing
and trading of rolled flat steel products amounted to
HK$ 1,510 million which represents a growth of 37%
from last year. Profit margin has been improved as the
price of flat steel products was stabilized. S&D expenses
increased by 37%, in line with the increase in revenue.
G&A expenses increased by 25% mainly because of the
newly established Kunshan coil centre’s operation and
increased employment cost. Segment result increased by
356% to HK$56 million.

Mainland China

Despite the change in management, revenue of V]Y for
FY2007 increased by 40% to approximately HK$198
million. However, there was one-off provision for some
obsolete stock which brought down the profit margin
significantly. Although S&D expenses and G&A expenses
remained at similar level as last year, segment result
dropped from a profit of HK$8 million to a loss of
HK$32 million.

During FY2007, trade volume of Plastic department
increased by 31%. Revenue also increased by 33%,
in line with the increase in trade volume, to HK$345
million. S&D expenses increased by [6%. G&A expenses
increased by 53% mainly because of the set up of the
Shanghai and Guangzhou sales team. Segment result
increased by 20% to about HK$ |3 million.
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b)

Construction Materials Group (“CMG”)

Despite a decline in revenue of CMG for FY2007 by
8% to HK$2,813 million, the department reported a
segment result of HK$ 119 million, which represented a

61% increase over last year's HK$74 million.

As a result of the VSC Group's determined efforts to
modify its business model to create higher shareholders’
value, the Hong Kong Steel Department continued to
achieve encouraging operating profit in FY2007. Despite
a 7% decrease in revenue to approximately HK$I1,151
million, the department achieved a segment profit of
HK$ 107 million in FY2007.

Steel distribution in Mainland China is facing fierce
competition in FY2007. Our strategies to turnaround
the loss position of last year including rearrangement
of our product offering, focus on end users instead of
distributor, and resource realignment. Our efforts have
paid off as the segment result turnaround from a loss of
HK$22 million to a profit of HK$3 million despite an 14%
dropped in revenue from HK$1,685 million to HK$ 1,454

million.

Financial Review

Revenue of the Building Products Department increased
by 35% to HK$208 million as compared to last year
The distribution business in Shenzhen has become
matured and its revenue has increased 94% to about
HK$34 million. The department will continue to expand
into the booming cities like Macau, Shanghai, Shenzhen
and Guangzhou as these cities are experiencing
unprecedented growth leading to an increase of
consumer spending. The VSC Group will continue
its distribution of TOTO sanitary wares in Shanghai,
Shenzhen and Guangzhou through wholesale, channel
sales, project sales and showroom. Distribution channel
have been established to expand sales coverage in these
cities. The department has formed Vanyee Macau, a
subsidiary in Macau, to capture the business opportunity
there.Vanyee Macau is in operation in the second half of
FY2007 and already recorded a revenue of approximately
HK$24 million.



As at 31st March

2007 2006 Change
Notes HK$’000 HK$’000 HK$'000 HK$'000 %
2.1 Property, plant and equipment 126,315 103,198 22%
2.1 Investment properties 50,000 48,000 4%
Leasehold land and land use rights 26,527 22,741 17%
22 Goodwill 31,202 6,775 361%
Interest in an associate 5,832 5,832 0%
Deferred income tax assets 23,329 17,193 36%
Available-for-sale financial assets 12,992 13,372 -3%
2.3 Derivative financial instruments 57,270 — N/A
Current assets: 1,915,225 1,630,092 |7%
24 Inventories 587,872 514,304 1 4%
Due from customers on installation contract work 3,935 8,325 -53%
25 Trade and bill receivables 769,352 729,615 5%
Prepayments, deposits and other receivables 217,428 173202 26%
2.3 Derivative financial instruments 1,704 — N/A
Amount due from an associate 510 — N/A
3.1 Pledged bank deposits 29,850 6,090 390%
3.1 Cash and cash equivalents 304,574 198,556 53%
Current liabilities: (1,148,069) (1,083,826) 6%
Trade and bill payables (301,031) (189,796) 59%
Due to customers on installation contract work — (102) -100%
Amount due to an associate —_ (9,396) -100%
Receipts in advance (106,185) (56,695) 87%
Accrued liabilities and other payables (40,587) (45916) -12%
Current income tax liabilities (16,579) (11,486) 44%
2.3 Derivative financial instruments —_ (216) -100%
3.1 Borrowings (683,687) (770,219) -11%
2.3 Derivative financial instruments (63,619) (736) 8,544%
Deferred income tax liabilities (2,301) (2,382) -3%
3.1 Borrowings (27,300) — N/A
Net assets 1,007,403 760,259 33%

Equity:
Share capital 36,861 36,861 0%
Reserves 471,137 460,993 2%
Retained earnings 265,013 213546 24%
Proposed dividends 9,584 4,055 136%
3.1 Capital and reserves attributable to equity holders 782,595 715455 9%
Minority interest 224,808 44 804 402%
1,007,403 760,259 33%
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2.1

2.2

23

Property, plant and equipment and leasehold

land and land use rights

Property, plant and equipment net increased by
approximately HK$23 million. Major addition during the
year include construction of our Kunshan coil centre and
purchase of machinery for Kunshan coil centre, Tianjin
coil centre and VJY. Leasehold land and land use rights
increased by approximately HK$4 million which is the

addition of land use right for the Kunshan coil centre.
Goodwill

During FY2007,VSC has acquired 4.9% equity interest
in a subsidiary from the minority shareholders at a
consideration of approximately HK$3 1 million and

recognized a goodwill of approximately HK$24 million.
Derivative financial instruments

Derivative financial instruments represent (i) a put
option granted by Ryerson LLC to VSC to require
Ryerson to purchase up to 20% equity interest of VSC-
Ryerson China, a subsidiary of VSC. The fair value of
the put option is approximately HK$57 million and is
recorded as non-current assets; (i) fair value of forward
foreign exchange contracts of approximately HK$2
million recorded as current assets (2006: approximately
HK$0.2 million and HK$0.7 million recorded as current
liabilities and non-current liabilities respectively); (iii) a call
option, with fair value of approximately HK$56 million,
granted by VSC to Ryerson LLC to allow Ryerson LLC
to purchase 20% equity interest in VSC-Ryerson China
which is recorded as non-current liabilities; and (iv) the
embedded derivative of an interest rate instrument with
fair value of approximately HK$8 million which is also

recorded as non-current liabilities.

2.4

2.5

Financial Review

Inventories

Inventories increased 4% to about HK$588 million
from last year level of about HK$5 14 million. By business
segment, inventories of CAMP and CMG increased
by approximately HK$30 million and HK$44 million
respectively. Overall inventory turnover (average
inventories divided by cost of sales X 365 days)
decreased to about 44 days (FY2006: 59 days).

Trade and bill receivables

Trade and bill receivables (*AR"), net of provision
for impairment of receivables, increased by 5% or
approximately HK$40 million. AR of CAMP decreased
by about HK$22 million while AR of CMG increased by
about HK$62 million. Overall DSO (average AR divided
by revenue x 365 days) decreased to around 56 days
(FY2006: 58 days).

During the normal course of its businesses, the VSC

Group offered credit terms ranging from 15 to 90 days.



@)

3.1

An ageing analysis of AR based on delivery date was as follows:

As at As at

31st March 3lst March

2007 2006

HK$ million HK$ million

0 to 60 days 559.0 4727
61 to 120 days 161.0 1753
121 to 180 days 13.8 427
181 to 365 days 23.7 19.6
Over 365 days 31.6 344
789.1 7447

Less: Provision for impairment of receivables (19.7) (15.1)
769.4 729.6

FINANCIAL RESOURCES AND LIQUIDITY

Liquidity and financing

The VSC Group’s cash and cash equivalents were
HK$305 million as at 31st March 2007 (2006: HK$ 199
million) of which about 57.9% in US dollar, 33.2% in
Renminbi (RMB), 7.9% in HK dollar and 1.0% in other
currencies. Net cash inflow generated from operating

activities for the year was approximately HK$65 million.

At 31st March 2007, the VSC Group's total borrowings
amounted to approximately HK$71 | million of which
100% were interest-bearing borrowings (2006: HK$770
million). Net interest-bearing borrowings, after deducting
cash and bank deposits of about HK$305 million (2006:
HK$199 million), amounted to approximately HK$406
million (2006: HK$57 1 million). The decrease in net
interest-bearing borrowings was mainly attributable to
the proceed from the deemed disposal of 40% equity
interest in VSC-Ryerson China and the increase in cash
and cash equivalent. The finance cost was decreased as
compared with last year due to the fact that the working
capital efficiency has been improved and the bank

borrowings have reduced.

Gearing ratio at 3Ist March 2007, calculated on the
basis of net interest-bearing borrowings to capital and
reserves attributable to equity holders significantly
improved from 80% to 52% and the current ratio was
improved from 1.50 times to |.67 times as compared
to 3Ist March 2006. The VSC Group is comfortable
to maintain these financial ratios at current level, after
taking due consideration of its business nature and risk
assessments on overall exposure against industry norm.
The VSC Group’s business operations were generally
financed by cash generated from its business activities
and bank facilities provided by its banks. The VSC Group
is also negotiating with banks in Hong Kong and Mainland
China for additional financing to support its business
development. As at 31st March 2007, letter of credit
and trust receipts loans facilities available were around
HK$ 1.6 billion and HK$1.3 billion respectively. Bank loan
and trade facilities of approximately RMB 45 million were
obtained to mitigate its exposure on its Mainland China
operations. The VSC Group will also continue its policy
of maintaining gearing ratio at this level to minimize the

finance cost.




4.3

Financial Review

The maturity profile of the VSC Group’s gross interest-bearing borrowings were set out as follows:

As at As at
31st March 3lst March
2007 2006
HK$ million HK$ million

Repayable:
Within one year 684 770
After one year but within two years 8 —
After two year but within three years 19 —
Total interest-bearing borrowings 711 770
Less: Cash and cash equivalents 305 199
Net interest-bearing borrowings 406 571




3.2

In terms of the VSC Group’s available financial resources
as at 31st March 2007, the VSC Group had total undrawn
bank loan and trade facilities of HK$0.7 billion and net
cash on hand of HK$0.3 billion. The VSC Group is hence
financially sound and has sufficient financial resources
to satisfy its capital commitments and ongoing working

capital requirements for future expansion.

The VSC Group's capital and reserves attributable
to equity holders increased by 9% to approximately
HK$783 million as at 31st March 2007 as compared to
approximately HK$715 million at the end of last year

Treasury policies

All of the VSC Group's financing and treasury activities
were centrally managed and be controlled at the
corporate level. The VSC Group's overall treasury and
funding policies focused on managing financial risks,
including interest rate and foreign exchange risks, and
on cost efficient funding of the VSC Group and its group
companies. The VSC Group had always adhered to

prudent financial management principles.

The VSC Group’s businesses were primarily transacted
in Hong Kong dollar, US dollar, RMB and Euro dollar: As
exchange rate between HK dollars and the US dollars
is pegged, the VSC Group believes its exposure to
exchange rate risk arising from US dollars is not material.
Facing the appreciation of RMB, the VSC Group will
continue to match RMB payments with RMB receipts to
minimize exchange exposure. Transaction values involving

Euro dollar were relatively insignificant.

As at 31st March 2007, about 63.7% of the VSC Group's
interest-bearing borrowings were in HK dollar, 20.4% in
RMB, and 15.9% in US dollar. Forward foreign exchange
contracts were entered into when suitable opportunities
arise and when considered appropriate, to hedge
against major non-HK dollar currency exposures. As at
31st March 2007, the VSC Group had forward foreign

3.3

3.4

currency contracts to hedge principal repayment of
future US dollar debts under letters of credit, in the
amount of approximately HK$344 million.

All of the VSC Group’s borrowings were subject to
floating rates basis. The use of financial derivative
instruments was strictly controlled and solely for
management of the interest rate and foreign currency
exchange rate exposures in connection with the
borrowings. It was the VSC Group’s policy not to enter

into derivative transactions for speculative purposes.

Contingent liabilities

As at 3Ist March 2007, the VSC Group had outstanding
performance bonds for its sanitary wares supply projects
amounting to approximately HK$1.7 million (2006:
HK$ 1.6 million).

Charges on assets

As at 31st March 2007, the VSC Group had certain
charges on assets which included (i) bank deposits of
approximately HK$26 million were pledged for RMB
bank facilities and of approximately HK$4 million was
restricted as customs deposits in Mainland China; (ii)
inventories of approximately HK$63 million were pledged
for bank loans; (iii) land and building of approximately
HK$25 million were pledged for RMB bank loans; and
(iv) certain of inventories held under short-term trust

receipts bank loan arrangements in Hong Kong. /€
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CORPORATE GOVERNANCE

The Board of Directors (the “Board”) of Van Shung Chong
Holdings Limited (*VSC") is committed to maintaining high
standards of corporate governance. It believes that high
standards of corporate governance provide a framework and
solid foundation for VSC and its subsidiaries (the “VSC Group”)
to manage business risks, enhance transparency, maintain high
standards of accountability and protect shareholders’ interest
in general. VSC has applied the principles and complied with
all the applicable code provisions of the Code on Corporate
Governance Practices (“CG Code”) as set out in Appendix 4
of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”) for the year
ended 3 st March 2007, save for the deviations discussed below.
The Board will continuously review and improve the corporate
governance practices and standards of VSC to ensure that
business activities and decision making processes are regulated

in a proper and prudent manner.
MODEL CODE FOR SECURITIES TRANSACTIONS

VSC has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out
in the Appendix |0 of the Listing Rules as its own code of
conduct regarding securities transactions by the directors of VSC
("Directors”) on 31st March 2004. Having made specific enquiry
of all Directors, they all confirmed that they have complied with
the required standard set out in the Model Code during the
year ended 31st March 2007. On 9th March 2006, the Board has
approved that the Model Code also applies to other specified
relevant employees of the VSC Group in respect of their

dealings in the securities of VSC.
BOARD OF DIRECTORS

Currently, the Board consists of two executive Directors
and four independent non-executive Directors. One of the
independent non-executive Directors possesses appropriate
professional accounting qualifications and financial management
expertise. Each of the independent non-executive Directors has
made an annual confirmation of independence pursuant to Rule
3.13 of the Listing Rules.VSC is of the view that all independent

Corporate Governance Report

non-executive Directors meet the independence guidelines
set out in Rule 3.13 of the Listing Rules and are independent
in accordance with the terms of the guidelines. The Board
members have no financial, business, family or other material/
relevant relationships with each other. VSC has arranged
appropriate insurance cover in respect of legal actions against
the directors within the VSC Group.

The executive Directors are responsible for managing the
overall business, They mainly involve in the formulation and
execution of the corporate strategies. The independent non-
executive Directors consist of eminent business executives from
Hong Kong, Mainland China and United States, who provide
independent advices to the management through their wide
range of skills and experiences. The executive Directors have
regular meetings with the unit heads of CAMP and/or CMG,
general managers of respective business units and key staff
of support units to discuss major business plans and review
operation and financial performance. Independent non-executive
Directors are also invited to participate in special review

meetings.

The Board members have access to appropriate business
documents and information about the VSC Group in a timely
basis. The Directors are free to have access to the management
for enquiries and to obtain further information when required.
The Directors are encouraged to update their skills, knowledge
and familiarity with the VSC Group through ongoing participation
at board and committee meetings. All Directors also have
access to external legal counsel and other professionals for

independent advice at VSC's expense if they require it.

Three Board committees, namely the Executive Committee, the
Remuneration Committee and the Audit Committee, have been
established to oversee various aspects of the VSC Group's affairs.
The Board has delegated the execution and daily operations of
the VSC Group's business to Presidents of CAMP and CMG, HR
Director and CFO under the leadership of the CEQ.



Minutes of Board meetings are taken by the Company Secretary
and these minutes, together with any supporting board papers,

are freely accessed by all board members for inspection.

The number of Board meetings, Remuneration Committee
meetings and Audit Committee meeting attended by each

Director during the year is as follows:

Remuneration Audit
Committee Commiittee
Directors Board meetings meetings meetings
Executive Directors:
Mr. Andrew Cho FaiYao (Chairman) 4/4 212 N/A
Mr. Fernando Sai Ming Dong 4/4 N/A N/A
Independent Non-Executive Directors:
Dr. Chow Yei Ching I/4 N/A 12
Mr. Harold Richard Kahler 4/4 212 2/2
Mr. Kenny King Ching Tam 4/4 2/2 2/2
Mr. Xu Lin Bao (Appointed on 2 st April 2006) 3/4 N/A 02

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The CG Code provision A.2.1 stipulates that the roles of the
chairman and the chief executive officer should be separated
and should not be performed by the same individual. VSC has
both the positions of chairman and chief executive officer held
by Mr. Andrew Cho Fai Yao. The Board believes that vesting the
roles of both chairman and chief executive officer in the same
person provides the VSC Group with strong and consistent
leadership, efficiency usage of resources and allows for effective
planning, formulation and implementation of VSC’s business
strategies which will enable the VSC Group to sustain the
development of the VSC Group's business efficiently.

SPECIFICTERMS OF NON-EXECUTIVE
DIRECTORS & RE-ELECTION OF DIRECTORS

The CG Code provisions A4.1 and A4.2 stipulates that (1)
the non-executive directors should be appointed for a specific
term, subject to re-election and (2) all directors, including those
appointed for a specific term, should be subject to retirement
by rotation at least once every three years.VSC's non-executive
Directors (except for Mr. Harold Richard Kahler) are not

appointed for a specific term. Before the amendment of the Bye-

Laws of VSC at the annual general meeting of VSC held on 31st
August 2006 (“2006 AGM”), the chairman and the managing
director of VSC are not subject to retirement by rotation or be
taken into account in determining the number of Directors to
retire in each year. To comply with the CG Code provision A4.2,
a resolution has been approved by the shareholders of VSC
in 2006 AGM to amend the Bye-Laws of VSC so that every
Director is required to retire by rotation at least once every

three years.

EXECUTIVE COMMITTEE

Executive Committee has been set up in March 2006 and now
consists of all executive Directors with Mr. Andrew Cho Fai Yao

as chairman and Mr. Fernando Sai Ming Dong as member:

When the Board is not in session, the Executive Committee
can discharge the specific power and administrative functions
authorised by the Board. The Executive Committee is mainly
responsible for monitoring the daily operations of the VSC

Group.

Minutes of committee meetings are taken by the Company
Secretary and, together with any supporting committee papers,

are available to all board members.
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REMUNERATION COMMITTEE

The Remuneration Committee has been set up in July 2005
and includes the executive Director Mr. Andrew Cho Fai Yao
(as chairman) and two independent non-executive Directors,
Mr. Harold Richard Kahler and Mr. Kenny King Ching Tam. The
Remuneration Committee’s role is to make recommendation
to the Board on the remuneration policy and structure for
Directors and senior management and to ensure that they
are fairly rewarded for their individual contribution to the VSC
Group'’s overall performance, having regard to the interests
of shareholders. The principal duties of the Remuneration
Committee include determining the specific remuneration
packages of all executive Directors and senior management
as well as reviewing and approving performance-based
remuneration by reference to corporate goals and objectives
resolved by the Board from time to time. No Director or any
of his associates may be involved in any decisions as to his own
remuneration. The Remuneration Committee has adopted
its terms of reference, which is in line with the CG Code was

posted to VSC's website at http://www.vschk.com.

Minutes of committee meetings are taken by the Company
Secretary and, together with any supporting committee papers,

are available to all board members.

The attendance record of the Remuneration Committee
meeting is stated in the table under “BOARD OF DIRECTORS”.

AUDIT COMMITTEE AND INTERNAL AUDIT

The Audit Committee has been set up since December 1998
and now consists of four independent non-executive Directors
with Mr. Kenny King Ching Tam as chairman and Dr. Chow
Yei Ching, Mr. Harold Richard Kahler and Mr. Xu Lin Bao as
members. Mr. Kenny King Ching Tam who is an independent
non-executive Director with appropriate professional accounting

expertise as required under Rule 3.10 of the Listing Rules.

The VSC Group's financial statements for the year ended 31st
March 2007 now reported on have been reviewed by the Audit
Committee, who is of opinion that such statements comply with
applicable accounting standards and legal requirements, and that

adequate disclosures have been made.

Corporate Governance Report

The Audit Committee meetings are held not less than twice a
year to review and discuss the various audit issues as reported
by the external auditors and internal audit team. It also reviews
the interim and final financials. There was no disagreement
between the Board and the Audit Committee on the selection
or appointment of the external auditors. Additional meetings
may also be held by the Audit Committee from time to time
to discuss special projects or other issues, which the members

consider necessary.

Scope of the work of the Audit Committee is defined and
approved by the Board in relation to various internal control
and audit issues with a view to further improving our corporate
governance. The Audit Committee has adopted its terms of
reference, which is in line with the CG Code was posted to

VSC's website at http://www.vschk.com.

An internal audit department has also been established to
conduct audits of the Company and its subsidiaries. The Internal
Audit department reports directly to the Audit Committee of
the Board and is independent from other operations of the VSC

Group.

Minutes of committee meetings are taken by the Company
Secretary and, together with any supporting committee papers,

are available to all board members.

The attendance record of the Audit Committee meetings is
stated in the table under “BOARD OF DIRECTORS”.

INTERNAL CONTROL

The Board has overall authority and responsibility to establish
and to review the Group's internal control system.The Board has
tasked the day-to-day responsibility of establishing, implementing,
and reviewing the effectiveness of the VSC Group’s financial,
operational, compliance and risk management controls to the
four senior executives of the VSC Group, namely: the Presidents
of the CAMP and CMG divisions, HR Director and CFO under
the leadership of CEO.



The Audit Committee received, in addition, to the reports
from the independent external auditors and internal audit
department, it also receives individually-signed representations
from the Presidents of the CAMP and CMG divisions, the CFO
and the HR Director on their respective responsible areas for
the year under review. The Audit Committee took such reports
and representations and subsequent queries into consideration

when it makes recommendations to the Board.

NOMINATION OF DIRECTORS

VSC has not established a Nomination Committee. The Board
is empowered under the VSC's Bye-laws to appoint any person
as Director either to fill a casual vacancy or as an additional
member of the Board. The selection criteria are mainly based on
the professional qualification and experience of the candidate.
After the amendments of the Bye-laws of VSC in 2006 AGM, a
newly-appointed Director must retire and be re-elected at the
first annual general meeting or any special general meeting after
his/her appointment. At each annual general meeting, one-third
of the directors (or; if their number is not a multiple of three, the
number nearest to but not less than one-third) shall retire from
office by rotation, provided that every Director shall be subject
to retirement at least once every three years. A retiring Director

shall be eligible for re-election.

AUDITORS’ REMUNERATION

During the year ended 3Ist March 2007, PricewaterhouseCoopers,
the external auditors of VSC, provided the following services

to the VSC Group and their respective fees charges are set out

below:

Types of services HK$’000
Audit fee for the VSC Group 1,700
Taxation services 138
Special engagements 1,200

Total 3,038

RESPONSIBILITY FOR PREPARATION AND
REPORTING OF ACCOUNTS

The Directors acknowledge their responsibility for preparing
the accounts which were prepared in accordance with statutory
requirements and applicable accounting standards. A statement
by the auditors about their reporting responsibilities is set out

on pages 61 and 62 of this annual report.

There are no material uncertainties relating to events or
conditions that may cast significant doubt upon VSC's ability to

continue as a going concern.

INVESTOR RELATIONS AND COMMUNICATION

The VSC Group is committed to promoting transparency
and maintaining effective communication with investors,
analysts and the press. The management periodically
meets with existing and potential investors to make
corporate presentations. Regular plant visits to our various
manufacturing facilities are arranged for various interested
fund managers, research analysts and bankers. Our user-
friendly website, http://www.vschk.com, provides investors
with the latest news, senior management interviews,
corporate and financial information including announcements
and annual and interim reports. The VSC Group continues
to maintain a high level of transparency in information
disclosures. JJ€
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The Board of Directors (*“Board") of Van Shung Chong Holdings
Limited (“VSC") are pleased to present their annual report
together with the audited accounts of VSC and its subsidiaries
(together the “VSC Group”) for the year ended 31st March
2007.

PRINCIPAL ACTIVITIES

VSC is an investment holding company and its subsidiaries are
principally engaged in (i) China Advanced Materials Processing
including manufacturing of industrial products such as processing
of rolled flat steel products and manufacturing of enclosure
systems and trading of engineering plastic resins, and (ii)
Construction Materials Group including trading and stockholding
of construction materials such as steel products, sanitary wares

and kitchen cabinets.

Details of the VSC Group's revenue and segment results by
business segment and geographical segment are set out in Note

5 to the accompanying accounts.
MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st March 2007, the five largest customers
of the VSC Group accounted for less than 30% of the VSC
Group’s total turnover; and the five largest suppliers of the VSC
Group accounted for less than 30% of the VSC Group’s total

purchases.

None of the directors, their associates, or any shareholders
(which to the knowledge of VSC's Directors owned more than
5% of VSC's share capital) had a beneficial interest in the five
largest suppliers of the VSC Group.

RESULTS AND APPROPRIATIONS

Details of the VSC Group’s results for the year ended 3Ist
March 2007 are set out in the consolidated income statement

on page 63 of this annual report.

Report of the Directors

An interim cash dividend of HK2.2 cents per ordinary share
was declared and paid during the year and the Directors
have resolved to recommend the payment of a final cash
dividend of HK2.6 cents per ordinary share.Total cash dividend
paid and payable for the year ended 31st March 2007 will
amount to HK4.8 cents per ordinary share or approximately
HK$ 17,693,000 (2006: HK$4,055,000).

SHARE CAPITAL AND SHARE OPTIONS

Details of share capital and share options of VSC are set out in

Notes 32 and 33 respectively, to the accompanying accounts.
RESERVES AND RETAINED EARNINGS

Movements in reserves and retained earnings of the VSC
Group and VSC during the year are set out in Note 34 to the

accompanying accounts.

As at 31st March 2007, approximately HK$53,986,000
(2006: HK$53,986,000) of VSC's reserves and approximately
HK$ 14,684,000 (2006: HK$ 1 1,841,000) of VSC's retained
earnings were available for distribution to its equity holders, of
which HK$9,584,000 (2006: HK$4,055,000) has been proposed

as final dividend for the year

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither VSC nor any of its subsidiaries has purchased, sold or
redeemed any of VSC's shares during the year ended 31st March
2007.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under VSC's Bye-

laws and the laws of Bermuda.



PROPERTY, PLANT AND EQUIPMENT,
INVESTMENT PROPERTIES AND LEASEHOLD
LAND AND LAND USE RIGHTS

Details of movements of property, plant and equipment,
investment properties and leasehold land and land use rights
during the year are set out in Notes |5, 16 and |7, respectively,

to the accompanying accounts.

SUBSIDIARIES AND ASSOCIATE

Particulars of VSC's subsidiaries and associate are set out in

Notes 19 and 20, respectively, to the accompanying accounts.

BORROWINGS

Particulars of borrowings as at 3Ist March 2007 are set out in

Note 31 to the accompanying accounts.

PENSION SCHEMES

Details of the pension schemes are set out in Note |3 to the

accompanying accounts.

CHARITABLE DONATIONS

During the year, the VSC Group made charitable donations of
approximately HK$264,000 (2006: HK$ 1,000).

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of VSC (“Directors”) who held office during the

year and up to the date of this annual report were:

Executive Directors
Mr. Andrew Cho FaiYao, Chairman
Mr. Fernando Sai Ming Dong

Independent Non-executive Directors
Dr. Chow Yei Ching
Mr. Harold Richard Kahler
Mr. Kenny King Ching Tam
Mr. Xu Lin Bao
(Appointed on 2 st April 2006)

In accordance with VSC's revised Bye-law 87(1), Mr. Andrew
Cho Fai Yao, Dr. Chow Yei Ching and Mr. Harold Richard Kahler
will retire and, being eligible, offer themselves for re-election at

the forthcoming annual general meeting.

Mr. Harold Richard Kahler has entered into an employment
contract with VSC for a term of 3 years until 31st December
2009.

Saved as disclosed above, none of the directors has a service
contract with the VSC Group which is not determinable by the
VSC Group within one year without payment of compensation

other than statutory compensation.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31st March 2007, the interests and short positions of the
Directors and chief executives of VSC in the shares of HK$0.10
each in the capital of VSC (“Shares”), underlying shares and

debentures of VSC or any of its associated corporations (within

the meaning of Part XV of the Securities and Futures Ordinance
(the "SFQ")) which (a) were required to be notified to VSC

(i) Long positions in Shares and options of VSC

Report of the Directors

and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO

(including interests and short positions which they were taken or

deemed to have under such provisions of the SFO); or (b) were

required pursuant to Section 352 of the SFO to be entered in

the register referred to therein; or (c) were required pursuant

to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) to be notified to VSC and the

Stock Exchange, were as follows:

Attributable Number of

Name of interest to the = Number Approximate share options Aggregate

Directors Nature of interest Directors of Shares percentage (Note b) interest

Mr. Andrew Corporate interest deemed interest

Cho FaiYao held by Huge Top (indirectly)
(Note a) 173,424,000 47.05% — 173,424,000
Personal interest 100%
(directly) 1,614,000 0.44% 1,500,000 3,114,000
175,038,000 47.49% 1,500,000 176,538,000

Mr. Fernando Personal interest 100%

Sai Ming Dong (directly) 342,000 0.09% 500,000 842,000

Mr. Harold Personal interest 100%

Richard Kahler (directly) 66,000 0.02% — 66,000

Notes:

a As at 31st March 2007, Huge Top Industrial Ltd. of the voting power at general meetings of Huge
(“Huge Top”) holds 173,424,000 Shares. Mr. Top. Mr: Andrew Cho Fai Yao owns the entire issued
Andrew Cho Fai Yao is one of the two directors of share capital of Perfect Capital. These interests of
Huge Top. Mr. Andrew Cho Fai Yao directly holds the aforesaid Director in the Shares were corporate
approximately 11.91% and indirectly through Perfect interests.

Capital International Corp. (“Perfect Capital”’) owns
approximately 42.86% of the issued shares of Huge b. The interests of the Director in the share options of

Top and is entitled to exercise more than one-third

VSC are separately disclosed in the section headed
““Share Option Scheme” below.



(ii) Long positions in associated corporation — Huge Top

Attributable interest Number Approximate
Name of Directors Nature of interest to the Directors of shares percentage
Mr. Andrew Corporate interest held by ~ deemed interest 36 42.86%
Cho FaiYao Perfect Capital (indirectly)
(Refer to Note a in (i) above)  Personal interest 100% (directly) 10 I1.91%
46 54.77%
Mr. Fernando Sai Ming Dong Personal interest 100% (directly) 5 5.95%
Save as disclosed above, as at 31st March 2007, none DIRECTOR’S INTEREST IN CONTRACTS
of the Directors, chief executives of VSC and their
associates had any personal, family, corporate or other Save as disclosed in Note 40 to the accompanying accounts, no
interests or short positions in the shares, underlying contracts of significance in relation to the VSC Group's business
shares or debentures of VSC or any of its associated to which VSC or any of its subsidiaries was a party and in which
corporations (within the meaning of Part XV of the SFO) any of VSC’s Directors or members of its management had a
which (a) were required to be notified to VSC and the material interest, whether directly or indirectly, subsisted at the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV end of the year or at any time during the year.

of the SFO (include interests and short positions which
they are taken or deemed to have under such provisions
of SFO); or (b) were required pursuant to section 352 of
the SFO to be entered in the register referred to therein;
or (c) were required, pursuant to the Model Code to be
notified to VSC and the Stock Exchange.

Apart from the foregoing, at no time during the year
was VSC or any of its subsidiaries a party to any
arrangements to enable the Directors or any of their
spouses or children under the 18 years of age to acquire
benefits by means of the acquisition of shares in or
debentures of VSC or any other body corporate, and no
Directors or chief executives or their respective spouses
or children under 18 years of age had been granted any
right to subscribe for equity or debt securities of VSC nor

exercised any such right.
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PERSONS WHO HAVE INTERESTS OR SHORT

POSITIONS WHICH ARE DISCLOSEABLE UNDER

DIVISIONS 2 AND 3 OF PART XV OF THE SFO

Other than interests disclosed in the section headed “Directors’

Interests and Short Positions in Shares, Underlying Shares and

Report of the Directors

Debentures” above, as at 31st March 2007, according to the
register of interests kept by VSC under section 336 of the SFO,
the following entities have interests or short positions in the
shares and underlying Shares of VSC which fall to be disclosed
under Divisions 2 and 3 of Part XV of the SFO:

Approximate Number of share Aggregate

Name Nature of interest Number of Shares percentage options interest
Huge Top Industrial Ltd. Directly 173,424,000 47.05% — 173,424,000
Ms. Miriam Che LiYao Corporate 173,424,000 (Note) 47.05% — 173,424,000
Personal 2,000,000 0.54% 1,000,000 3,000,000

175,424,000 47.59% 1,000,000 176,424,000

Note: As at 31st March 2007, Huge Top held 173,424,000 Shares.

Ms. Miriam Che Li Yao is one of the two directors of Huge
Top while the remaining director of Huge Top is Mr. Andrew
Cho FaiYao who is the brother of Ms. Miriam Che LiYao and
therefore is deemed to be interested in these Shares through
Huge Top.

Save as disclosed above, as at 31st March 2007, the Directors
are not aware of any other persons (other than Directors or
chief executives of VSC) who have interests or short positions
in the shares, underlying shares or debentures of VSC or any
associated corporations (within the meaning of Part XV of the
SFO) which would fall to be disclosed to VSC under Divisions 2
and 3 of Part XV of the SFO.

SHARE OPTION SCHEME

A share option scheme has been adopted by VSC since |2th
November 2001 (the “Share Option Scheme") and VSC may
grant options to the participants as set out in the Share Option
Scheme. The terms of the Share Option Scheme are contained
in a circular sent to shareholders of VSC in October 2001 and
the shareholders have also approved the refreshment of Share
Option Scheme mandate limit (‘“Refreshment”) at the annual
general meeting of VSC held on 3Ist August 2006 (“2006
AGM"). Summary of the Share Option Scheme was as follows:

l. PURPOSE OF THE SHARE OPTION SCHEME

To provide incentives to participants to contribute to the
VSC Group and/or to enable the VSC Group to recruit
and/or to retain high-calibre employees and attract

human resources that are valuable to the VSC Group.

2. PARTICIPANTS OF THE SHARE OPTION
SCHEME

Employee, agent, consultant or representative, including
any executive or non-executive Director, of any member
of the VSC Group or any other person who satisfies the

selection criteria as set out in the Share Option Scheme.

3. TOTAL NUMBER OF SHARES AVAILABLE
FOR ISSUE UNDER THE SHARE OPTION
SCHEME AND PERCENTAGE OF ISSUED
SHARE CAPITAL AS AT THE DATE OF THE
ANNUAL REPORT

After the Refreshment in 2006 AGM, VSC may initially
grant options representing 36,860,525 Shares under the
Share Option Scheme (i.e. approximately 10% of the
issued share capital of VSC as at 31st August 2006 (the



date of the 2006 AGM) and approximately 9.8% of the
issued share capital of VSC as at the date of this annual

report).

The maximum number of Shares which may be issued
upon exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme
and any other share option scheme(s) of VSC and/or its
subsidiaries must not exceed 30% of the Shares in issue
from time to time. No options shall be granted under any
share option scheme(s) of VSC or any of its subsidiaries if

this will result in the 30% limit being exceeded.

MAXIMUM ENTITLEMENT OF EACH
PARTICIPANT UNDERTHE SHARE OPTION
SCHEME

The total number of Shares issued and to be issued
upon exercise of the options granted to each participant
(including exercised, cancelled and outstanding options)
within any twelve-month period under the Share Option
Scheme and any other share option scheme(s) of VSC
and/or any of its subsidiaries must not exceed 1% of the

number of Shares in issue.

THE PERIOD WITHIN WHICH THE SHARES
MUST BE TAKEN UP UNDER AN OPTION

Must not be more than ten years from the date of offer

of grant of the option.

THE MINIMUM PERIOD FORWHICH AN
OPTION MUST BE HELD BEFORE IT CAN BE
EXERCISED

No such minimum period specified and an option may
be exercised in accordance with the terms of the Share
Option Scheme at any time during a period to be

notified by the Board to each grantee.

THE AMOUNT PAYABLE ON APPLICATION
ORACCEPTANCE OF THE OPTION AND THE
PERIOD WITHINWHICH PAYMENTS OR
CALLS MUST OR MAY BE MADE OR LOANS
FOR SUCH PURPOSES MUST BE PAID

The acceptance of an option, if accepted, must be made
within 28 days from the date on which the offer is made
with a non-refundable payment of HK$10 from the
grantee to VSC.

THE BASIS OF DETERMINING THE EXERCISE
PRICE

The exercise price of an option will be at least the
highest of:

a. the closing price of the Shares as state in the
Stock Exchange’s daily quotations sheet on the
date of offer of the grant of the option, which

must be a business day;

b. the average closing price of the Shares as stated
in the Stock Exchange’s daily quotations sheets for
the five business days immediately preceding the

date of offer of the grant of the option; and

C the nominal value of the Shares.

THE REMAINING LIFE OF THE SHARE
OPTION SCHEME

The Share Option Scheme shall be valid and effective for
a period of ten years commencing on the adoption date
i.e. 12th November 2001,
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The share options outstanding under the Share Option Scheme during the year were as follows:

Number of share options

Report of the Directors

Name of Exercise Beginning Granted Lapsed
category of price per of the during during End of
participant Date of grant  Exercise period Share year theyear theyear the year
‘000 ‘000 ‘000 ‘000
Directors:
Mr. Andrew I3th September  |3th September 2007 to ~ HK$0.90 — 1,500 — 1,500
Cho FaiYao 2006 |2th September 2016
Mr. Fernando |9th September  |9th September 2005 to ~ HK$1.418 300 — — 300
Sai Ming Dong 2003 |8th September 2013
|3th September  |3th September 2007 to ~ HK$0.90 — 200 — 200
2006 [2th September 2016
Sub-total 300 1,700 — 2,000
Employees:
In aggregate 2nd May 2003 2nd May 2003 to HK$0.98 250 — — 250
Ist May 2013
In aggregate 7th May 2003 7th May 2005 to HK$0.97 5,100 — (495) 4,605
6th May 2013 (Note 2)
In aggregate |9th September  |9th September 2005 to ~ HK$1.418 1,000 — — 1,000
2003 |8th September 2013
In aggregate I3th September  |3th September 2007 to ~ HK$0.90 — 7,100 (100) 7,000
2006 |2th September 2016
Sub-total 6,350 7,100 (595) 12,855
Others:
In aggregate 2nd May 2003 2nd May 2003 to HK$0.98 7,000 — — 7,000
Ist May 2013
Sub-total 7,000 — — 7,000
Total of Share
Option Scheme 13,650 8,800 (595) 21,855




Notes:

For the Share Option Scheme, the vesting period of
the share options is from the date of the grant until the
commencement of the exercise period.

2. The options to subscribe for Shares at a price of HK$0.97
per Share are to be exercisable in whole or in part in the
following manner:

() During the period starting from 7th May 2005 to 6th
May 2006, the option may be exercised up to 30% of
such Shares.

(ii) During the period starting from 7th May 2006 to
6th May 2007, the option may (to the extent not
exercised in accordance with (i) above) be exercised
up to 70% of such Shares.

(iii) During the period starting from 7th May 2007 to
6th May 2013, the option may (to the extent not
exercised in accordance with (i) and (ii) above) be
exercised in full.

Save as disclosed above, no share options were granted,

exercised, lapsed or cancelled during the year.

CONNECTED TRANSACTIONS

Details of related party transactions are set out in Note 40 to

the accompanying accounts.

During the year ended 31st March 2007, the VSC Group has the
following continuing connected transactions (the “Transactions’)
in accordance with Chapter |4A of the Listing Rules. The
Transactions had been approved by the shareholders of VSC
on Ist November 2004 and the details of the Transactions had
been disclosed in the circular of VSC dated |5th October 2004
(the “Circular”):

Pursuant to the supply agreement (the “Supply Agreement”)
dated 17th September 2004 entered into between Shinsho
Corporation and VSC Shinsho Company Limited (“VSC
Shinsho”, a company which is an indirect subsidiary of VSC and
Shinsho Corporation owns it by 30%) agreed that VSC Shinsho

and other subsidiaries of VSC may purchase from Shinsho

Corporation and its associates (the “Shinsho Group™), from time
to time, various steel products for a term commencing from
I'st April 2004 up to 31st March 2007. Under the terms of the
Supply Agreement, Shinsho Corporation may procure members
of the Shinsho Group to carry into effect the transactions
contemplated under the Supply Agreement while VSC Shinsho
may procure other subsidiaries of VSC to carry into effect the

transactions contemplated under the Supply Agreement.

The price for each transaction contemplated under the Supply
Agreement will be agreed from time to time between the
parties thereto based on the market price of the type of steel
products concerned prevailing at the relevant time. The annual
aggregate amount payable by VSC Shinsho and other subsidiaries
of VSC for such purchases under the Supply Agreement
has been capped at HK$120,000,000, HK$ 180,000,000 and
HK$2 10,000,000 for the three financial years ended 31st March
2005,2006 and 2007 respectively according to the Circular.

The Directors, including the independent non-executive
Directors, are of the view that the Transactions are essential for
the efficient and continuous operation of the VSC Group. Given
the Transactions will occur on a regular and continuing basis, the
Directors consider that it would not be practicable to announce,
or if necessary, obtain prior approval from the shareholders of
VSC on each occasion they arise. Accordingly, VSC convened and
held a special general meeting on |st November 2004 and the
ordinary resolution to approve the Transactions and the relevant
caps for a 3-year period ended 31st March 2007 was approved
by the independent shareholders of VSC.

The independent non-executive Directors have confirmed that
the Transactions have been entered into (a) in the ordinary
and usual course of business of the VSC Group; (b) on normal
commercial terms or on terms no less favourable to the VSC
Group than terms available to or from independent third parties;
and (c) in accordance with the relevant agreement(s) governing
them on terms that are fair and reasonable and in the interests

of the shareholders of VSC as a whole.

PricewaterhouseCoopers, the auditors of VSC have also
performed agreed-upon procedures and have issued a report to

the Board stating the factual findings resulting from their work,
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the Transactions:- (a) have received the approval of the Board;
(b) are in accordance with the pricing policies of the VSC Group
if those transactions involve the provision of goods or services
by the VSC Group; (c) have been entered into in accordance
with the provisions of the relevant agreement(s) governing the
Transactions; and (d) have not exceeded the annual monetary
caps approved by the shareholders of VSC and agreed with the
Stock Exchange.

A new supply agreement dated |5th February 2007 had been
entered into between Shinsho Corporation and VSC Shinsho.
VSC convened and held a special general meeting on 28th
March 2007 and the ordinary resolution to approve the new
continuing connected transactions and the relevant caps for a
further 3-year period ending 3Ist March 2010 was approved by
the independent shareholders of VSC.

COMPETING INTERESTS

Mr. Andrew Cho FaiYao (“MrYao") is the chairman of the Board
of VSC, and also an executive director of North Asia Strategic
Holdings Limited (“NAS", listed on the Growth Enterprise
Market of the Stock Exchange).

NAS is an investment holding company. NAS and its subsidiaries
("NAS Group") is principally engaged in trading of surface
mount technology assembly equipments, machinery and spare
parts and provision of related installation, training, repair and
maintenance services; processing and sale of fishmeal, refining and
sale of fish oil, manufacturing and sale of aquatic feed products
and trading of other raw materials relating to aquatic feeds; and
trading of steel products and provision of procurement services
for steel products (including the operation of an e-commerce
vertical portal for the provision of online steel trading services
and ancillary services). There may be a possibility that the steel
trading business of NAS Group may compete with that of the
VSC Group. However, the Directors are also of the view that
the invaluable experience of Mr.Yao in the steel industry will

complement the development of the VSC Group’s business.

The Directors are satisfied that the VSC Group functions
independently of and on arm’s lengths basis from NAS Group

on the basis that the majority of the executive Directors and the
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senior management are independent of the NAS Group and
operations of the two groups are conducted by separate teams
of staff. Other than the one common executive director, Mr:Yao,
and a common independent non-executive director, Mr. Kenny
King Ching Tam, there is no overlap of management personnel

for the operations within the two groups.

As Mr.Yao is a director of both VSC and NAS, in case there is
any potential conflict of interests, Mr:Yao will abstain from voting

in the relevant board of directors’ meeting.

Save as disclosed above, none of the Directors or the controlling
shareholders of VSC or any of their respective associates has
engaged in any business that competes or may compete directly
or indirectly with the businesses of the VSC Group or has any
other conflict of interests with the VSC Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to VSC and within the
knowledge of the Directors as at the date of this annual report,
VSC has maintained the prescribed public float under the Listing

Rules.

AUDITORS

The accompanying accounts were audited by
PricewaterhouseCoopers. A resolution for their re-appointment
as VSC's auditors for the ensuing year is to be proposed at the

forthcoming annual general meeting.

On behalf of the Board
Andrew Cho FaiYao

Chairman

Hong Kong, 19th July 2007
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EXECUTIVE DIRECTORS  (As at 31st March 2007)

MR.ANDREW CHO FAIYAO

aged 41, is the chairman and chief executive officer of the Company. Mr.Yao graduated from the
University of California, Berkeley and Harvard Graduate School of Business. He is responsible for the
VSC Group's overall corporate strategy and objectives. He serves as a member of Hong Kong Housing
Society. He also sits on the Shanghai People’s Political Consultative Conference, deputy chairman of
Shanghai Youths Federation, chairman of the Hong Kong United Youth Association Limited, deputy
chairman of China Young Entrepreneurs’ Association, director of the Shanghai Fudan University and

court member of the University of Hong Kong. Mr.Yao is also an executive director of North Asia

Strategic Holdings Limited which is a company listed on GEM and an independent non-executive
director of Grand Investment International Limited and Kader Holdings Company Limited which are

companies listed on main board.

MR. FERNANDO SAI MING DONG

aged 45, is an executive director of the Company responsible for general administration. He has over
nineteen years' experience in international trading. Mr. Dong is extensively involved in warehouse
management, property investment and the China operations of the VSC Group. He has also been
assisting the VSC Group to establish new manufacturing facilities in both Hong Kong and Mainland
China. Mr. Dong joined the VSC Group in 1987.

INDEPENDENT NON-EXECUTIVE DIRECTORS  (As at 31st March 2007)

DR CHOW YEI CHING

aged 71, is the founder and chairman of Chevalier Group that comprises two public-listed companies
in Hong Kong, namely Chevalier International Holdings Limited and Chevalier Pacific Holdings Limited.
He is an independent non-executive director of Shaw Brothers (Hong Kong) Limited and Towngas
China Company Limited and a non-executive director of Television Broadcasts Limited. Dr. Chow is
the Honorary Consul of The Kingdom of Bahrain in Hong Kong and a standing committee member of
the Chinese People’s Political Consultative Conference, Shanghai. Dr. Chow holds an Honorary Degree
of Doctor of Laws from The University of Hong Kong and an Honorary Degree of Doctor of Business

Administration from The Hong Kong Polytechnic University. He also serves in a number of positions in

various educational, charitable and trade organisations.



MR. HAROLD RICHARD KAHLER

aged 59, is an experienced international business executive, specialised in advising companies that are
expanding their presence in the Greater China region. Mr. Kahler graduated from George Washington
University with a Master Degree in Economics and received his Juris Doctor from Georgetown
University. Mr. Kahler has extensive Asia experience. From 1990 to mid-2002, he served Caterpillar
Inc., in Asia — first as managing director of PT. Natra Raya, a manufacturing and assembly operation
in Indonesia; then as president of Caterpillar China, where he was responsible for establishing a new
business subsidiary to manage Caterpillar's growing interests and investments in the region. Other

assignments with Caterpillar and the US Government have provided Mr. Kahler experience with Japan,

Vietnam and other Asian economies. In 2002, Mr. Kahler served as chairman of the American Chamber

of Commerce in Hong Kong.

MR. KENNY KING CHING TAM

aged 57, he joined the VSC Group in September 2004. He is a practising Certified Public Accountant
in Hong Kong. He is a fellow member of the Hong Kong Institute of Certified Public Accountants
and a member of the Institute of Chartered Accountants of Ontario, Canada. Mr. Tam is serving as
a member of the Ethics Committee, Practice Review Committee, Small and Medium Practitioners
Committee and Insolvency Practitioners Committee in the Hong Kong Institute of Certified Public

Accountants. He is also a Past President of The Society of Chinese Accountants and Auditors.

Mr.Tam also serves as an independent non-executive director of five other listed companies on the

main board of The Stock Exchange of Hong Kong Limited, namely, CCT Telecom Holdings Limited,

Kingmaker Footwear Holdings Limited, Shougang Concord Grand (Group) Limited, Starlite Holdings
Limited and Swank International Manufacturing Company Limited, and a listed company on the GEM

board of The Stock Exchange of Hong Kong Limited, namely, North Asia Strategic Holdings Limited.

MR. XU LIN BAO

aged 58, holds an EMBA degree from Fudan University, Shanghai. He is a senior qualified economist.
Mr. Xu is an administrative director of China Real Estate Association from 1999 to May 2006, and
currently chairman of directors of the Committee of Management of China Real Estate Association,
vice chairman of Real Estate Research Center of Shanghai Academy of Social Sciences and chairman
of directors of Yi-ju China Real Estate Research Center. Mr. Xu served as the vice chairman in Shanghai
Real Estate Trade Association from 1999 to January 2006 and the chairman of directors in Shanghai
Housing and Land Group from 1996 to September 2005.
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Independent Auditor’s Report

PRICEWATERHOUSE(COPERS

35 37 1% 84 B 3%

BOBKESTAE®RAR

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF
VAN SHUNG CHONG HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Van
Shung Chong Holdings Limited (the “Company”) and its subsidiaries
(together, the “VSC Group”) set out on pages 63 to 154, which
comprise the consolidated and Company balance sheets as at 31st
March 2007, the consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether due
to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in
the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
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We conducted our audit in accordance with Hong Kong Standards HfIE R IEF B SMASBMN BB BT EQ#E
on Auditing issued by the Hong Kong Institute of Certified Public ~ {78+ - Bt E R BR K FIETBERSD - WH2 X
Accountants. Those standards require that we comply with ethical #1T&E%  AA BTN EW B BREEE N FEEM
requirements and plan and perform the audit to obtain reasonable & K #§ sRfR ift o

assurance as to whether the financial statements are free from

material misstatement.

An audit involves performing procedures to obtain audit evidence TR FSRHNITIEFUNEREBHERZTAHLBER
about the amounts and disclosures in the financial statements. The #HEE RN EZERE  FTIE T W2 FEUR N 5D
procedures selected depend on the auditor's judgment, including ¥ - BRETEH N RENERMEMTKH/E
the assessment of the risks of material misstatement of the financial FAEZEKERRANER - FFEHZSEBR  ZH
statements, whether due to fraud or error. In making those risk B Z EEZ A FHEE L E T M A T 5 8| % ®E
assessments, the auditor considers internal control relevant to the  MHEIRI N EPIEH] - AR BEENEZIEF - BX kA
entity’s preparation and true and fair presentation of the financial 3 QA RIAAILIEHI A REHRRER - EX N B IET
statements in order to design audit procedures that are appropriate EEZEERHEAN S RENAEMERFAEE N &5
in the circumstances, but not for the purpose of expressing an  fhstHIASIEM - U NTEFBRROZETHRA R -
opinion on the effectiveness of the entity’s internal control. An audit

also includes evaluating the appropriateness of accounting policies

used and the reasonableness of accounting estimates made by

the directors, as well as evaluating the overall presentation of the

financial statements.

We believe that the audit evidence we have obtained is sufficient H{MEE RMFAESHEZEZER S MEE
and appropriate to provide a basis for our audit opinion. AEMHEZE R REER-
OPINION =

In our opinion, the consolidated financial statements give a true KR A ZEHEAVERXRCEBET SV ERS
and fair view of the state of affairs of the Company and of the VSC #B|IHEEmATHKRE HAFAKR SE£EER-_ZZ
Group as at 31st March 2007 and of the VSC Group’s profitand +®=A=+—HHEEKIE BSEEHZZA
cash flows for the year then ended in accordance with Hong Kong  IFEE®FERRSRE - WEIRBES (2 TEM)
Financial Reporting Standards and have been properly prepared HHBREL AHEZ -

in accordance with the disclosure requirements of the Hong Kong

Companies Ordinance.

PricewaterhouseCoopers BEFKERTEERAT
Certified Public Accountants WEESEAD

Hong Kong, 19th July 2007 &% ZTTELFLA+NA
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Consolidated Income Statement

Fela®
For the year ended 31st March 2007 BE_ZZLtF=HA=+—HLEE
Notes 2007 2006
(g4 “EELF ZETRE
HK$°000 HK$'000
TET FHET
Revenue WA 5 4,867,657 4,574,939
Cost of sales $HER A 7 (4,549,893) (4,336,273)
Gross profit ES ] 317,764 238,666
Other gains — net Efb s — # 8 6 37,238 14,223
Selling and distribution expenses HERDHESH 7 (33,540) (30,261)
General and administrative expenses — M RITEE 7 (191,608) (154,562)
Operating profit R 129,854 68,066
Finance income B IS A 8 4,982 4,490
Finance costs B 7% 8 H 8 (41,383) (45,959)
Profit before income tax B B A0 3% A 93,453 26,597
Income tax expense FT8 B> 9 (12,534) (68)
Profit for the year FERF 80,919 26,529
Attributable to: FEh -
Equity holders of the Company KAGREEAA 10 70,627 22,867
Minority interest DERRER 10,292 3,662
80,919 26,529
Dividends BE 11 17,693 4,055
Earnings per share for profit attributable 72 7] < & £ IR #
to the equity holders of the Company BEABEBRGFE
during the year ZBREF
— Basic —H K 12 HK 19.16 cents #{ll  HK 6.20 cents &l
— Diluted — s 12 HK 19.16 cents #&{li  HK 6.20 cents /&l

The notes are an integral part of these consolidated financial  [{:F A4 &

statements.

IR AP — b -



Consolidated Balance Sheet

B4

FeEERRR
As at 31st March 2007 R-ZEEtEtF=A=+—H
Consolidated Company
RE KAH
Notes 2007 2006 2007 2006
MaE ZBEEE —TTRF ZZBELE —TTRF
HK$’000 HK$'000 HK$’000 HK$'000
TAET FATT FTHET FATT
Non-current assets ERBEE
Property, plant and equipment ME - BEK&&R 15 126,315 103,198 — —
Investment properties REME 16 50,000 48,000 — —
Leasehold land and land use rights TE i N+ b (F A 17 26,527 22,741 — —
Goodwill maE 18 31,202 6,775 —_ —
Investments in subsidiaries RB AR ZEZE 19 — — 529,212 484,116
Interest in an associate R—EBE AT ER 20 5,832 5,832 — —
Deferred income tax assets BEEFEREE 21 23,329 17,193 — —
Available-for-sale financial assets AHEEIHBEE 22 12,992 13,372 — —
Derivative financial instruments PEEMIA 23 57,270 — — —
_ _Totalnon-currentassets FRDEERSE 333467 217,111 | 529212 484,116
Current assets REBEE
Inventories 7E 24 587,872 514,304 — —
Due from customers on installation BREBEFPZZEAHY
contract work T 25 3,935 8,325 — —
Trade and bill receivables EWEFRERE 26 769,352 729,615 — —
Prepayments, deposits and ERRE - &Re
other receivables R H U BR 70 27 217,428 173,202 — —
Derivative financial instruments THESRTIE 23 1,704 — —
Amount due from an associate JRE L — el Bt & A7) 20 510 — — —
Pledged bank deposits BIIFRITER 28 29,850 6,090 11,388 —
Cash and cash equivalents HeRREZEE 28 304,574 198,556 613 10,459
_ Totalcurrentassets ____ ABEEESE 1915225 1630092 12001 10459
Current liabilities REBAE
Trade and bill payables ERERREE 29 301,031 189,796 — —
Due to customers on installation ENEBERP L%
contract work AHIR 25 — 102 — —
Amount due to an associate JE A — el Bt & A A) 20 — 9,396 — —
Receipts in advance AR IE 106,185 56,695 — —
Accrued liabilities and EEBBEREM
other payables JE - BR 3R 30 40,587 45916 144 17
Current income tax liabilities REMEHRAR 16,579 11,486 — —
Derivative financial instruments THEEBMIA 23 — 216 — —
Borrowings =g 31 683,687 770,219 7,800 —
Toalourentliabiites _ ______ gUEEEE ___________ 1148069 1083826 7044 17
Netcurrentassets = #RBEEF® 767,156 546266 4057 10442
Total assets less current liabilities BEERRBDAR 1,100,623 763,377 533,269 494,558




Consolidated Company
FE ART
Notes 2007 2006 2007 2006

i Z=BBLE —ZTTRE ZBTLE —TITRE
HK$°000 HK$'000 HK$°000 HK$'000
THET THET THET THET

Non-current liabilities *¥RBEE
Derivative financial instruments MEEBMIA 23 63,619 736 7,592 —
Deferred income tax liabilities BEFEHARE 21 2,301 2,382 — —
Borrowings BE 31 27,300 — 27,300 —
Total non-current liabiliies_ _ RBEEeR 920 3118 34892 = —
Net assets EETFE 1,007,403 760,259 498,377 494,558
Equity Ea
Capital and reserves attributableto  ZAQA T REFF A
equity holders of the Company EERAREHE
Share capital i A 32 36,861 36,861 36,861 36,861
Reserves i 34 745,734 678,594 461,516 457,697
782,595 715,455 498,377 494,558
Minority interest LEBRRER 224,808 44,804 — —
Total equity EDEE 1,007,403 760,259 498,377 494 558
Yao Cho Fai, Andrew Dong Sai Ming, Fernando
k18 B B 85
Chairman Executive Director
xE WITES

The notes are an integral part of these consolidated financial T A4GA P ERRE S —2F1HD -
statements.



Consolidated Statement of Changes in Equity 66
ok % 3 kS

For the year ended 31st March 2007 BE_ZZtLtF=A=+—HLEE
Attributable to equity holders
of the Company
ARRREREAESL
Share Minority Total
capital Reserves Total interest equity
LBRE

R & e ‘iR @ ERAE

HK$°000 HK$’000 HK$’000 HK$°000 HK$’000
THET TExT THET THERT TExT

(Note 32) (Note 34)

(B 5£32) (Kt &£34)

As at 1st April 2006 R-EEXEMA-A 36,861 678,594 715,455 44,804 760,259
Profit for the year FERA — 70,627 70,627 10,292 80,919
Change in fair value of AHLEZHBEEZ

available-for-sale financial assets RNTEEEZS — 1,366 1,366 — 1,366
Share option scheme i S

— value of services —R%EE - 976 976 — 976
Dividends paid to equity holders BERARAIRERAA

of the Company pads) = (12,164) (12,164) = (12,164)
Dividend payable to a minority i —REmE ARz

shareholder of a subsidiary —NPEBREZRE — — = (149) (149)
Write back of dividend payable to a WEES—HHELRZ

minority shareholder of a subsidiary —fIPEREZRE = - — 707 707
Acquisition of certain interests in a WE—FENBARZE T

subsidiary (Note 36) i (Fi3E36) = = = (6,149) (6,149)
Disposal of certain interests in a HE—HNBARCETE

subsidiary (Note 37(a)) i (P 5£37(a)) = = = 780 780
Disposal of a subsidiary & —RHER A

(Note 35 (d)) (Fff 5E35(d) ) = = = (391) (391)
Deemed disposal of certain interests in B {EHE—EHB AR Z

a subsidiary (Note 37(b)) = TFres (fEs7(b)) — = = 174,914 174,914
Currency translation differences EMERER — 6,335 6,335 — 6,335

As at 31st March 2007 R=Z2+tH£=A=+-H 36,861 745,734 782,595 224,808 1,007,403




Attributable to equity holders

of the Company
ALFIREREARN
Share Minority Total
capital Reserves Total interest equity
DERR
B #E B R RRAR

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

FERT TEX TER FERT TER
(Note 32) (Note 34)
(ffzEs2)  (Hf:Es4)

As at 1st April 2005 R-BEZHEMNA—H 36,861 654,497 691,358 35,377 726,735
Profit for the year FERF = 22,867 22,867 3,662 26,529
Change in fair value of AHLEZHBEEZ

available-for-sale financial assets NEEEED — (7,181) (7,181) — (7,181)
Investment revaluation reserve

transferred to consolidated income ~ —IBR ft H & 7 B & E

statement upon recognition of ZRABAEBE

impairment loss of an available-for- REEEHEE

sale financial asset BERESEANFR — 14,424 14,424 — 14,424
Share option scheme BREE

— value of services —RBEE — 57 57 — 57
Dividends paid to equity holders BRARAIREREAEA

of the Company pd 35N — (8,109) (8,109) — (8,109)
Dividend payable to a minority ERN—fEAHNBARZ

shareholder of a subsidiary —fMOERE S — — — (611) (611)
Capital contribution from minority MBARZLEBRRZ

shareholders of subsidiaries EENUN = = = 1,185 1,185
Disposal of certain interests HEETHERR

in subsidiaries = — — — 5,191 5,191
Currency translation differences EMESER — 2,039 2,039 — 2,039
As at 31st March 2006 R-BERE=A=1+-H 36,861 678,594 715,455 44,804 760,259

The notes are an integral part of these consolidated financial [fisF B4 A M BHREREP — 315 -

statements.



Consolidated Cash Flow Statement 6 8
FEBReERER

For the year ended 31st March 2007 BE_ZZLF=ZHA=+—HLEE

Notes 2007 2006
i —EEtHE —ETRE
HK$°000 HK$'000
FHET FHEL
Operating activities REED
Net cash generated from operations REEEZHEFHE 35(a) 116,382 333,443
Interest received BUF S 4,982 4,490
Interest paid BRFA (41,383) (45,959)
Hong Kong profits tax paid ERNEEMNEMR (11,374) (973)
Hong Kong profits tax refund EREFENEH 1,567 446
Mainland China enterprise BB R
income tax paid FigH (4,826) (3,128)
_ Netcashinflow from operating activites  __ MEEBZRERAFSE ¢ 65348 288,319 _
Investing activities REED
Acquisition of property, plant and equipment REME  BFER&E (49,172) (18,349)
Proceeds from disposals of property, HENE BELRE
plant and equipment Frig 8 35(b) 905 54
Acquisition of leasehold land and REMEL MR
land use rights T A (3,793) -
Acquisition of available-for-sale WEMHELEZ
financial assets s EE 4 (3612)
Proceeds from disposal of HE-—HBEAHBE 2
an available-for-sale financial asset B 75 & EE PR 15 5B 613 15,600
Dividends received from —HAHNECHBEEY
an available-for-sale financial asset R EdA 22 1,124
Acquisition of certain interests WE—RHHBARZ
in a subsidiary TR 36 (30,576) (186)
Proceeds from disposal of a subsidiary s — B R BFRSHRE 35(c) = 34,233
Decrease in cash and cash equivalents HE— B ARSI BR
arising from disposal of a subsidiary SRBSEEZRD 35(d) (153) —
Proceeds from disposal of HE—FEMBARZ
certain interests in a subsidiary HETHERMEHRE 7,800 3,448
Net proceeds from deemed disposal of certain =~ BIEHER —FHHB AR 2
interests in a subsidiary ETRBEMEFEHRE 37(b) 206,906 -
Acquisition of interest in an associate WiE—f e A RER = (5,832)
(Increase)/decrease in pledged EEARITER 2 GEM)
bank deposits Ve v (23,760) 6,096
Translation adjustments ER AR 3,278 (50)
Net cash inflow from investing activities REEBH 2 HERAFE 112,066 32,526




For the year ended 31st March 2007

BE_SStLtF=-A=+—HL*FE

Notes 2007 2006
iogs3 ZEE2LF ZTTREF
HK$°000 HK$'000
FTET T
Financing activities MEED
New bank loans HIEEITER 71,790 171,679
Repayment of bank loans BERITER (64,337) (340,547)
Net decrease in trust receipt bank loans ERRBRAERZFRD (66,685) (138,483)
Capital contribution from minority MBRARZPERE 2
shareholders of subsidiaries BEAREA — 1,185
Dividends paid to equity holders ERARRREREALZ
of the Company Be (12,164) (8,109)
_ Net cash outflow from financing acfivities | mEEB ReRMFE _____________(113%) | (314,275)
Increase in cash and cash equivalents BHehReSEZIEM 106,018 6,570
Cash and cash equivalents, FOzB2 R
beginning of the year ReEE 198,556 191,986
Cash and cash equivalents, end of the year FR7BE RS SE 304,574 198,556

The notes are an integral part of these consolidated financial

statements.

MERGEMBRRED —51H -



Notes to the Financial Statements 7@
MW REE

1 GENERAL INFORMATION 1 — &

Van Shung Chong Holdings Limited (the “Company”) BEESEEERARA((ARANDR—LITE
is a limited liability company incorporated in Bermuda F-AT-HRAREEGMRKIAERER
on 12th January 1994 as an exempted company under naE WREBEREARE1981 - KA —EEH
the Companies Act 1981 of Bermuda. The shares of the "REle-BA— AWM FE-_A+/\BE AQF
Company have been listed on The Stock Exchange of Hong REBHMARSMAR AR o HEMH
Kong Limited since 18th February 1994. The address of % J& #b 3t B Clarendon House, 2 Church Street,
its registered office is Clarendon House, 2 Church Street, Hamilton HM11, Bermuda °

Hamilton HH11, Bermuda.

The Company and its subsidiaries (together the “VSC AR RAEMBAR (RBIBIEESEE]) *
Group”) are principally engaged in (i) China Advanced BREFOPELEMBNT: 8RNI RiE
Materials Processing, including processing/manufacturing THEMNEHERRERZFHENIFLERE
of industrial products such as rolled flat steel products and ETIRBRBERE  RVEEME  BETFHEK
enclosure systems, and trading of engineering plastic resins, BEEEEME  PIMMMER REREESR
and (i) Construction Materials Group, including stockholding ML EHE -

and trading of construction materials such as steel products,
sanitary wares and kitchen cabinets, and installation work of
kitchen cabinets.

These consolidated financial statements are presented in BEEEBRIIIN AGEGAMBERRNUAE T
Hong Kong dollars (“HK$”), unless otherwise stated. (BT DHR-

These consolidated financial statements have been approved KA BEBRRER_ZEZTLFLAT ALK
for issue by the Board of Directors on 19th July 2007. BEeXETIE-

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHHEME

POLICIES

The consolidated financial statements of the VSC Group BIEEEE 2R EMBMERBIEHLRE RAAQT
comprise the consolidated and Company balance sheets RZTTLF=ZA=T—RHZEEEER &
as at 31st March 2007, the consolidated income statement, EZAUEFEZHRANER GEEREHR
the consolidated statement of changes in equity and the kAR eneER ER2CtREMEREAM
consolidated cash flow statement for the year ended and R -RERNGAVBHMERAACEIESHK
a summary of significant accounting policies and other KHINMT -BREEHBAIN ZFEBRERAZ
explanatory notes. The principal accounting policies applied IZETEFEE—BEERER -

in the preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

21

Basis of preparation

These consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”) issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”). The consolidated financial statements
have been prepared under the historical cost
convention, as modified by the available-for-sale
financial assets, financial assets and financial liabilities
(including derivative instruments) at fair value through
profit or loss and investment properties, which are
carried at fair value.

The preparation of consolidated financial statements
in conformity with HKFRS requires the use of
certain critical accounting estimates. It also requires
management to exercise its judgement in the process
of applying the VSC Group’s accounting policies.
The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements,
are disclosed in Note 4.

The adoption of revised HKFRSs

During the year ended 31st March 2007, the VSC
Group adopted HKAS 39 & HKFRS 4 (Amendments),
Financial guarantee contracts, which are effective for
accounting periods beginning on or after 1st January
2006 and relevant to its operations.

HKAS 39 and HKFRS 4 (Amendments) require issued
financial guarantees, other than those previously
asserted by the entity to be insurance contracts, to be
initially recognised at their fair value, and subsequently
measured at the higher of (i) the unamortised balance
of the related fees received and deferred, and (ii) the
expenditure required to settle the commitment at the
balance sheet date. There is no financial guarantee
contract issued at group level. For guarantees provided
by the Company for banking facilities granted to
subsidiaries, the Company regards such guarantees as
insurance contracts and does not recognise liabilities
for financial guarantees at inception, but performs
a liability adequacy test at each reporting date and
recognise any deficiency in the liabilities in the
consolidated income statement.

2

FTESTHESE ()

21
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEEHHEME (&)
POLICIES (Continued)

2.1 Basis of preparation (Continued) 21 mREEE (&)

Standards, interpretations and amendments to RZFF+LFNA—AKZEHIEZE

published standards that are effective for accounting FTRIBTEXZER - REREBEGER

periods beginning on or after 1st April 2007 ZIEET

The following HK(IFRIC)-Interpretations, HKFRSs and THES (BRUEREREZES )Y

amendment to HKAS have been published but are not B -FEUBREERB B AEEL

yet effective for the accounting period beginning on 1st ZIEFREEBR BT RR =TT NFEN

April 2006 and have not been early adopted: A—BRZEHHHEER HHLEIEE

EE R EERN

. HK(IFRIC)-Interpretation 8, Scope of HKFRS 2 . AR (ERMBREREEZES)
(effective for accounting periods beginning on or RIEFESS — EBUBMELENE
after 1st May 2006), HK(IFRIC)-Interpretation 8 R BE R RFRA—
requires consideration of transactions involving HekzMmeastPRER-F
the issuance of equity instruments — where the B EBYEREREZES )R
identifiable consideration received is less than BESRRENL S RETERIA
the fair value of the equity instrument issued MR 5imE & B B ELA AT &% AR
— to establish whether or not they fall with the BERIABTEZIIAENRAFE
scope of HKFRS 2. The VSC Group will apply B NWERTERGSBREBVK
HK(IFRIC)-interpretation 8 from 1st April 2007, WEEAFoRWBERN- BIEE
but it is not expected to have any impact on the SEHBR_ZTTLtFNA—AE
VSC Group’s consolidated financial statements. ERES (BRMBEREREZE

BREESR  EEATSHEIR
ERBEZEAMBRRELEN

2

i

. HK(IFRIC)-Interpretation 9, Reassessment of . B (BBRUMEREREBEEZES
Embedded Derivatives (effective for accounting REFSE — EFMFHEMARITE
periods beginning on or after 1st June 2006). TR RZZFEERFAA—-—H=Z
The management of the VSC Group considers BHRBzSHEREKR - BIEE S
the interpretations is not relevant for the VSC EEERAEFHREBEEIES
Group’s operations. EEEEVTHEE-

. HK(IFRIC)-Interpretation 10, Interim Financial . EF (BERMBEREZREZESY)
reporting and impairment (effective for BREE105 — P ER S WS AR
accounting periods beginning on or after 1st B RZZEEXF+—A—Hzx
November 2006). HK(IFRIC)-Interpretation 10 ERBZzZEHBAER - TE (H
prohibits the impairment loss recognised in an R BmERBEEZEg)ZREBE10
interim period on goodwill. Investments in equity SREFERHHE MR RIEK
instruments and investments in financial assets RINENERZTABREMPBE
carried at cost to be reversed at a subsequent EREMENREERRE 2880
balance sheet date. The VSC Group will apply HEBHER -BIEESB#HH =
HK(IFRIC)-Interpretation 10 from 1st April 2007, TE+FMA—HRERES (K
but it is not expected to have any impact on the R BmEREZE ) RBE10
VSC Group’s consolidated financial statements. B EEBMTEHEIEEEE 24

EUBRRELEEATE -
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

21

Basis of preparation (Continued)

Standards, interpretations and amendments to
published standards that are effective for accounting
periods beginning on or after 1st April 2007
(Continued)

HK(IFRIC)-Interpretation 11, HKFRS 2 — Group
and Treasury Share Transactions (effective for
accounting periods beginning on or after 1st
March 2007). The management of the VSC
Group considers the interpretation is not relevant
for the VSC Group’s operations.

HK(IFRIC)-Interpretation 12, Service Concession
Arrangements (effective for accounting periods
beginning on or after 1st January 2008). The
management of the VSC Group considers the
interpretation is not relevant for the VSC Group’s
operations.

HKFRS 7, Financial instruments: Disclosures,
and the complementary amendment to HKAS
1 (Amendment), Presentation of Financial
Statements — Capital Disclosures (effective
for accounting periods beginning on or after 1st
January 2007). The VSC Group assesses the
impact of HKFRS 7 and HKAS 1 (Amendment)
and concludes that the main additional
disclosures will be the sensitivity analysis
to market risk and capital discloses. The
VSC Group will apply HKFRS 7 and HKAS 1
(Amendment) from 1st April 2007.

HKFRS 8, Operating Segments (effective for
accounting periods beginning on or after 1st
January 2009). HKFRS 8 supersedes HKAS 14,
Segment Reporting, which requires segments
to be identified and reported on risk and return
analysis for external reporting purposes. HKFRS
8 requires segments to be reported based on
the VSC Group’s internal reporting pattern as
they represent components of the VSC Group
regularly reviewed by the management of the
VSC Group. The VSC Group will apply HKFRS
8 from 1st April 2009. The management of the
VSC Group has made a preliminary assessment
and considers that the adoption of HKFRS
8 may result in new and additional segment
disclosures.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

Basis of preparation (Continued)

Standards, amendments and interpretations that are
mandatory for accounting periods beginning on or
after 1st January 2006 but are not relevant to the VSC
Group’s operations:

. HKAS 19 (Amendment), Actuarial Gains and
Losses, Group Plans and Disclosures;

. HKAS 21 (Amendment), Net Investment in a
Foreign Operation;

. HKAS 39 (Amendment), Cash Flow Hedge
Accounting of Forecast Intragroup Transactions;

. HKAS 39 (Amendment), The Fair Value Options;

o HKFRS 6, Exploration for and Evaluation of
Mineral Resources;

. HKFRS 1 (Amendment), First-time Adoption of
International Financial Reporting Standards and
HKFRS 6 (Amendment), Exploration for and
Evaluation of Mineral Resources;

o HK(IFRIC)-Interpretation 4, Determining whether
an Arrangement contains a Lease;

. HK(IFRIC)-Interpretation 5, Rights to Interests
arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds;

. HK(IFRIC)-Interpretation 6, Liabilities arising
from Participating in a Specific Market — Waste
Electrical and Electronic Equipment and

. HK(IFRIC)-Interpretation 7, Applying the Restatement
Approach under HKAS 39, Financial Reporting in
Hyperinflationary Economics.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

Consolidation

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries made up to 31st March 2007 and the VSC
Group’s attributable share of post acquisition results
and reserves of its associates.

The gain or loss on the disposal of subsidiaries and
associates are determined as the difference between
the net disposal proceeds and the VSC Group’s share
of net assets at the date of disposal.

(a) Subsidiaries

Subsidiaries are all entities (including special
purpose entities) over which the VSC Group has
the power to govern the financial and operating
policies generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the VSC
Group controls another entity.

Subsidiaries are fully consolidated from the
date on which control is transferred to the VSC
Group. They are de-consolidated from the date
that control ceases.

The purchase method of accounting is used to
account for the acquisition of subsidiaries by
the VSC Group. The cost of an acquisition is
measured as the fair value of the assets given,
equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values at the
acquisition date, irrespective of the extent of
any minority interest. The excess of the cost
of acquisition over the fair value of the VSC
Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the net
assets of the subsidiary acquired, the difference
is recognised directly in the income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEEHHEME (&)
POLICIES (Continued)

2.2 Consolidation (Continued) 22 HREMBHEREK (F)
(a) Subsidiaries (Continued) (a) MWEBZRE (&)
Minority interest represent interests in the results LERRAEEEBINAEEZRE
and net assets of the subsidiaries comprising AEEBIEEEBEB TWEB QA
the VSC Group which are attributable to outside CEEREEFBEER

shareholders.

Inter-company transactions, balances and FERNRFRCEHNRS R 24
unrealised gains on transactions between BERERWETANEHE RER
group companies are eliminated. Unrealised BIENTUAEE BEREEEE
losses are also eliminated but considered as EREZRBEEEZ-

an impairment indicator of an impairment of the
asset transferred.

Accounting policies of subsidiaries have been MEBAANSFRRDERTERE
changed where necessary to ensure consistency Hek® DUEREEIEEEERA
with the policies adopted by the VSC Group. HREFE — e

In the Company’s balance sheet the investments EARARFIZEEBERAN  RNE
in subsidiaries are stated at cost less RAIZRERKAENRSEZ
accumulated impairment losses (Note 2.10), if 2 =R (E B 18 5 B (M 552.10) © A&
any. The results of subsidiaries are accounted ANAKHB AR 2 EEZRE B K
for by the Company on the basis of dividend FEUL RS B E 2 ARR o

received and receivable.

(b) Associates (b)) HBHELA
Associates are all entities over which the VSC BERARENEIEESEHHE
Group has significant influence but not control, BEAFENMELHENERE
generally accompanying a shareholding of B E M 520%E50%1% X #E 0 B
between 20% and 50% of the voting rights. BoBMEARKRENAERSFEA
Investments in associates are accounted for by 0% WIMR AR AFERR

the equity method of accounting and are initially
recognised at cost.

The VSC Group’s share of its associates’ post- BIEESBEMKEEKEE QA
acquisition profits or losses is recognised in Fm A s E B R SR AR M
the income statement, and its share of post- BHKREBERFEZEZHAUNFHE
acquisition movements in reserves is recognised FRRBER - REEMEEGRIER
in reserves. The cumulative post-acquisition e ErREEESmMELAE -
movements are adjusted against the carrying mWEIESEEEEN—HE LR
amount of the investment. When the VSC ZEBRENRABREEZH LA
Group’s share of losses in an associate equals Aoz PREREMEMERTE
or exceeds its interest in the associate, including K BIEESBT2RRE—F
any other unsecured receivables, the VSC BB -BRIFBIEEEEERBE R
Group does not recognise further losses, unless BIAREESRIER TR

it has incurred obligations or made payments on
behalf of the associate.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

23

24

Consolidation (Continued)
(b) Associates (Continued)

Unrealised gains on transactions between the
VSC Group and its associates are eliminated
to the extent of the VSC Group’s interest in the
associates. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred. Accounting
policies of associates have been changed
where necessary to ensure consistency with the
policies adopted by the VSC Group.

Segment reporting

A business segment is a group of assets and
operations engaged in providing products or services
that are subject to risks and returns that are different
from those of other business segments. A geographical
segment is engaged in providing products or services
within a particular economic environment that are
subject to risks and returns that are different from those
of segments operating in other economic environments.

Foreign currency translation
(a) Functional and presentation currency

Items included in the financial statements of
each of the VSC Group’s entities are measured
using the currency of the primary economic
environment in which the entity operates (the
“functional currency”). These financial statements
are presented in Hong Kong dollars, which is the
Company'’s functional and presentation currency.

Notes to the Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEEHHEME (&)
POLICIES (Continued)

2.4 Foreign currency translation (Continued) 24 HEBRE (E)
(b) Transactions and balances (b) XBRAEE
Foreign currency transactions are translated IEZXFGRBXSEREXRRE
into the functional currency using the exchange BNEEYE -ZENREZIFELEN
rates prevailing at the dates of the transactions. ERBBAREIINETENEE
Foreign exchange gains and losses resulting EBEMBEUNFREXRBEME
from the settlement of such transactions and EERBEBERKRERPER -

from the translation at year-end exchange rates
of monetary assets and liabilities denominated in
foreign currencies are recognised in the income

statement.

Changes in the fair value of monetary securities KON BB At ECEE
denominated in foreign currency classified MBFEHZATFEBEEY REES
as available-for-sale are analysed between ZHERASHEZELARTDE
translation differences resulting from changes CTHMWEESMELEZEL =5
in the amortised cost of the security and other ToN - BEEKAEBER ZE
changes in the carrying amount of the security. HEBEEREZRTPER  FAE
Translation differences related to changes in ZEMEFHAUREDZPER -

the amortised cost are recognised in the income
statement, and other changes in the carrying
amount are recognised in equity.

Translation differences on non-monetary EEMEMEEERABENRE
financial assets and liabilities are reported as ZB2AFEBEREN —BH
part of the fair value gain or loss. Translation WwoFEKUEMBEERBE
difference on non-monetary financial assets MEAFEEREEREBEELE
and liabilities such as equities held at fair value ZEETANBREZEERE R
through profit or loss are recognised in the FHERAEAFEEREN—I1D -
income statement as part of the fair value gain FEBUEMBEE PINHERA
or loss. Translation differences on non-monetary HEEZEG ) WNREZERER
financial assets such as equities classified as Emh A EREN -

available for sale are included in the available-
for-sale reserve in equity.



/9

2

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.4 Foreign currency translation (Continued)

(c) Group companies

The results and financial position of all the
VSC Group entities (none of which has the
currency of a hyperinflationary economy) that
have a functional currency different from the
presentation currency are translated into the

presentation currency as follows:

(i) assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance

sheet;

(i)  income and expenses for each income
statement are translated at average
exchange rates (unless this average is
not a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at
the dates of the transactions); and

(iii)  all resulting exchange differences are
recognised as a separate component of

equity.

On consolidation, exchange differences arising
from the translation of the net investment in
foreign entities, and of borrowings and other
currency instruments designated as hedges of
such investments, are taken to equity holders’
equity. When a foreign operation is sold, such
exchange differences are recognised in the
consolidated income statement as part of the

gain or loss on sale.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and

translated at the closing rate.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

25

Property, plant and equipment

Property, plant and equipment are stated at historical
cost less accumulated depreciation and accumulated
impairment losses, if any. Historical cost includes
expenditure that is directly attributable to the acquisition
of the items.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the VSC Group and the cost of the item can be
measured reliably. All other repairs and maintenance
are expensed in the income statement during the
period in which they are incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate
cost to their residual values over their estimated useful
lives. The principal depreciation rates are as follows:

— Buildings 2.5% t0 5%

— Leasehold improvements 20% to 33%
(lease terms)

— Furniture and equipment 15% to 33%

— Machinery 10% to 25%

— Motor vehicles 20%

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by
comparing proceeds with carrying amount. These are
included in the income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6

2.7

2.8

Construction-in-progress

Construction-in-progress represents buildings under
construction and is stated at cost. Cost includes the
costs of construction of buildings and interest charges
arising from borrowings used to finance these assets
during the period of construction or installation and
testing, if any. No provision for depreciation is made
on construction-in-progress until such time as the
relevant assets are completed and ready for intended
use. When the assets concerned are brought into use,
the costs are transferred to other property, plant and
equipment and depreciated in accordance with the
policy as stated in Note 2.5.

Leasehold land and land use rights

The up-front prepayments made for leasehold land
and land use rights are accounted for as operating
leases. They are expensed in the income statement
on a straight-line basis over the periods of the lease or
the land use rights, or when there is impairment, the
impairment is expensed in the income statement.

Investment properties

Property that is held for long-term rental yields or for
capital appreciation or both, and that is not occupied
by the companies in the VSC Group, is classified as
investment property.

Investment property comprises land held under
operating leases and buildings held under finance
leases. Land held under operating leases are classified
and accounted for as investment property when the
rest of the definition of investment property is met. The
operating lease is accounted for as if it were a finance
lease.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEEHHEME (&)
POLICIES (Continued)

2.8 Investment properties (Continued) 28 REWEE)

Investment property is measured initially at its cost, REMEVTREKAE  BIEEH
including related transaction costs. After initial MRGEA VS ERE  REWE
recognition, investment property is carried at fair BAFEEBENE A FEEARBEEZRT
value. Fair value is determined based on active market BERHE NEFTERERNEENE
prices, adjusted, if necessary, for any difference in BB MR ENEEEL AR
the nature, location or condition of the specific asset. WLEEHEBEER BIEESEFAEM
If this information is not available, the VSC Group HEAFE R ERM ST HE
uses alternative valuation methods such as recent BRBRRESREERN X - L EHE
prices on less active markets or discounted cash flow FHIMNPBEEMBRS  RIBEHERGEELE
projections. These valuations are performed annually BlZ 8%t 255 1T -

by independent external valuers, in accordance with
the guidance issued by the International Valuation
Standards Committee.

The fair value of investment property reflects, among BREMENAFEERE (BFHM) K
other things, rental income from current leases and EREHEZHSURA  REBREKMS
assumptions about rental income from future leases in BRTHRRKAENHSBUAREKZ - 2
the light of current market conditions. Changes in fair FTEEZZHEARERPER -

values are recognised in the income statement.

Subsequent expenditure is charged to the asset’s HEMXRAEERZEBA@AOREKLE
carrying amount only when it is probable that future EMNmBURERABIEESE  MZzHE
economic benefits associated with the item will flow B AEEA EEHER Tt AEEE
to the VSC Group and the cost of the item can be WEREEES -EEMBERREX
measured reliably. All other repairs and maintenance REESNFBBRARKE R -

costs are expensed in the income statement during the
period in which they are incurred.

If an investment property becomes owner-occupied, it EREVMEEREEZTEA EFH»E
is reclassified as property, plant and equipment, and ROE BELZE EWEsATE
its fair value at the date of reclassification becomes its ESREFDPERAHFEEMAE -

cost for accounting purposes.

If an item of property, plant and equipment becomes EWME WMERB#E -BEEERAR
an investment property because its use has changed, BRNEMKABREDE RESBER
any difference resulting between the carrying amount FERIE16 ZEERBREAZEE
and the fair value of this item at the date of transfer is BEEAFEGERZZEERRARNE
recognised in equity as a revaluation of property, plant REWME BEREBEER - AM - WA
and equipment under HKAS 16. However, if a fair value FEEREEBRAEZ RERBHRHE
gain reverses a previous impairment loss, the gain is Bl BRERE SN ERAER -

recognised in the income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9

2.10

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the VSC Group’s
share of the net identifiable assets of the acquired
subsidiary/associate at the date of acquisition. Goodwill
on acquisitions of subsidiaries is included in intangible
assets. Goodwill on acquisitions of associates
is included in interests in associates. Separately
recognised goodwill is tested annually for impairment
and carried at cost less accumulated impairment
losses, if any. Impairment losses on goodwill are not
reversed.

Gains and losses on the disposal of an entity include
the carrying amount of goodwill relating to the entity
sold.

Goodwill is allocated to cash-generating units for the
purpose of impairment testing. The allocation is made
to those cash-generating units or groups of cash-
generating units that are expected to benefit from the
business combinations in which the goodwill arose.

Impairment of non-financial assets

Assets that have an indefinite useful life are not
subject to depreciation or amortisation, which are at
least tested annually for impairment. Assets that are
subject to depreciation or amortisation are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows
(cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting
date.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEEHHEME (&)
POLICIES (Continued)

2.11 Financial assets 211 BBEE
The VSC Group classifies its financial assets as BIEESEGHEMBEEEAATHT
available-for-sale. The classification depends on the E DELTEDRRAREEEEB 2 KE
purposes for which the financial assets were acquired. BN -EREESRVAERGETHE
Management determine the classification of its financial BEEzE YRS EARSBHEN
assets at initial recognition and re-evaluates this R

designation at every reporting date.

Available-for-sale financial assets are non-derivatives AHEENMBEERESEREANNE
that are either designated in this category or not FEsk A EEMEMBAANDENIEITE
classified in any of the other categories. They are TR -AHEEMBEERIETETIR -
included in non-current assets unless management RIEEEERNEEB12EAABEE
intends to dispose of the investment within 12 months HE GRAHEHBBEEFERDEERN-
of the balance sheet date. Available for sale financial HHREEEBUATFEEAR-

assets are subsequently carried at fair value.

Changes in the fair value of monetary securities N BBz A HENE B IEEF
denominated in a foreign currency and classified as ZAVFEBEEZE HRBREFHBEHKAK
available-for-sale are analysed between translation BEHEZESFRAENEMEBREE
differences resulting from changes in amortised cost of WENRZFETON BEEUERZSFOE
the security and other changes in the carrying amount HEFEWRXRTHER FEBEUES
of the security. The translation differences on monetary MERLEZBANREZFRER - BOER
securities are recognised in the income statement; ARHENEEEEESENAFERE
translation differences on non-monetary securities By IR ERPRER -

are recognised in equity. Changes in the fair value of
monetary and non-monetary securities classified as
available for sale are recognised in equity.

When securities classified as available for sale EoBEAAHEE 2B ELESRER

are sold or impaired, the accumulated fair value B AT EEAESEARERTFNE
adjustments recognised in equity are included in the BT ARG ERF -

income statement as gains and losses from investment

securities.

Interest on available-for-sale securities calculated FTRERFMBFEZAHLERSFZF
using the effective interest method is recognised in the BERKERFPEREMBEIUKA - A #
income statement as part of finance income. Dividends HERATAEZREBREIEEEB I
on available-for-sale equity instruments are recognised MREZ BAEIBERRERPERA
in the income statement as part of other gains when the H bl as o

VSC Group’s right to receive payments is established.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

212

Financial assets (Continued)

The fair values of quoted investments are based on
current bid prices. If the market for a financial asset is
not active (and for unlisted securities), the VSC Group
established fair value by using valuation techniques.
These include the use of recent arm’s length
transactions, reference to other instruments that are
substantially the same, discounted cash flow analysis
and option pricing models, making maximum use of
market inputs and relying as little as possible on entity-
specific inputs.

The VSC Group assesses at each balance sheet date
whether there is objective evidence that a financial
asset or a group of financial assets are impaired. In the
case of equity securities classified as available for sale,
a significant or prolonged decline in the fair value of
the security below its cost is considered as an indicator
that the securities are impaired. If any such evidence
exists for available-for-sale financial assets, the
cumulative loss (measured as the difference between
the acquisition cost and the current fair value, less
any impairment loss on that financial asset previously
recognised in the income statement) is removed
from equity and recognised in the income statement.
Impairment losses recognised in the income statement
on equity instruments are not reversed through the
income statement.

Derivative financial instruments

Derivatives are initially recognised at fair value on
the date a derivative contract is entered into and
are subsequently remeasured at their fair value.
The method of recognising the resulting gain or loss
depends on whether the derivative is designated as
a hedging instrument, and if so, the nature of the
item being hedged. Since the derivative instruments
entered into by the VSC Group do not qualify for hedge
accounting, changes in the fair value of any derivative
instruments are recognised immediately in the income
statement.

2
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13

214

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-in,
first-out method. The cost of finished goods and work in
progress comprises raw materials, direct labour, other
direct costs and related production overheads (based
on normal operating capacity). It excludes borrowing
costs. Net realisable value is the estimated selling price
in the ordinary course of business, less applicable
variable selling expenses.

Installation contracts

When the outcome of an installation contract cannot
be estimated reliably, contract revenue is recognised
only to the extent of contract costs incurred that it
is probable will be recoverable. Contract costs are
recognised when incurred.

When the outcome of an installation contract can
be estimated reliably, contract revenue and contract
costs are recognised over the period of the contract,
respectively, as revenues and expenses. The VSC
Group uses the percentage-of-completion method
to determine the appropriate amount of revenue and
costs to be recognised in a given period. When it is
probable that total contract costs will exceed total
contract revenue, the expected loss is recognised as
an expense immediately.

The aggregate of the costs incurred and the profit/loss
recognised on each contract is compared against
the progress billings up to the year-end. Where costs
incurred and recognised profits (less recognised
losses) exceed progress billings, the balance is shown
as due from customers on installation contract work
under current assets. Where progress billings exceed
costs incurred plus recognised profits (less recognised
losses), the balance is shown as due to customers on
installation contract work under current liabilities.

2

FTESHHESRE ()

213

214

i3

FERRARBATERFEMER 2R
BEANR - LA AEA R L EFE R
B R R R KA BERM B
ERSITE HEMEBEKAREHZ
AEERA(RBEFEERN) BETE
EEERA - A2 FERBERLER
XBEFETZHEERBAEEEZAE
HEXH -

REEN

i A K 2 B RRRE R S &t - A
EARBRAABAREKEAZECELRD
RABEKRA - A HORARRESEHRHE
R -

MEZRAK 2R AT SEM (- Bl
EHBARBHRASRESNERE
DRAEBRIRBARE - BIRE %
BERATRBOLAEERREERAR
KASHEEREERARMERAR -WELH
RABBBREAEBRAHRALRE
AIRFAE BRI ARBRAH -

BNANELZRAEEHAZESER
BOHEBEFRRILEZEEREE L
Re-EEHERAEDBR 2 EH ORE
WRER)BBEERELRE A
ZHEBIERDEETZERRERPZR
KAaNTIR BEEEXRAZAEBBC
BARAME MR RN Of 2 R
Bi1E)  ZEBINERSEET ZENE
PzREEHTIR-



3/

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15

2.16

217

Trade and other receivables

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised
cost using the effective interest method, less provision
for impairment. A provision for impairment of trade
receivables and other receivables is established when
there is objective evidence that the VSC Group will
not be able to collect all amounts due according to
the original terms of receivables. Significant financial
difficulties of the debtor, probability that the debtor
will enter bankruptcy or financial reorganisation, and
default or delinquency in payments are considered
as indicators that the trade and other receivables is
impaired. The amount of the provision is the difference
between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the
effective interest rate. The carrying amount of the assets
is reduced through the use of an allowance account,
and the amount of the loss is recognised in the income
statement within general and administrative expenses.
When a trade receivable is uncollectible, it is written off
against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written
off are credited against general and administration
expenses in the income statement. The amount of the
provision is recognised in the income statement.

Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short term
deposits within original maturities of three months or
less, and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities on the balance
sheet.

Share capital
Ordinary shares are classified as equity.
Incremental costs directly attributable to the issue

of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

2

Notes to the Financial Statements

MBEEME

FTESHHESRE ()

215 FEWK HMEWERER

2.16

217

EEERZNIZAFBEER MHIE
AUER B E R M ZOK 92 © B 835 AR (E B
BB -WERHEBRETEIRESH
5 BE I UBR TR 2 R A R @ A
BB FROR - A& R AR AR L OR(E B
B-BEBANMEBEMBRHE HAA
BEEEREXMBEARRBORBLEN
PoBEE LR R EMEEERRER
BHRBEZER BEZHEREE
FHEAGHAKREeREREZHE
HOURERMEYRR - BEENKREE
BERERENERFPEIR MAEBMNER
BRANERRRAN R RITERIEF
TR e — HEWFREERE  Alg
HEWRFRAEAZEBNERPHME - BE
EMERIBMER Y E R L s R
RZ—REITHRXER - MG #E

AU as K R R

RERBREEHE

o

RehReSEERTRERES R

FrRAER

®m=

EANE Sz E

BHMERRRTEX -RITEXNEE
BEXRTABRABEZEETHET

&S

TR E R

BTSRRI AR ZIBERA

3 4 2 79 51 4 Ff
e

/78 £

1= K

B (HIFR IR B 4



2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEEHHEME (&)
POLICIES (Continued)

2.18 Borrowings 218 BE

Borrowings are recognised initially at fair value, net BESGVEATEE HKREEAZR
of transaction costs incurred. Transaction costs are SRR - R G KARBYHE - BT
incremental costs that are directly attributable to the HE-—HUBEEIVBEABEEEREMN
acquisition, issue or disposal of a financial asset or ZWREA  BERRE - BEE S8R
financial liability, including fees and commissions paid REBAIYXNZERMABS EERE
to agents, advisers, brokers and dealers, levies by BEREFRGBR ZRERBFZ
regulatory agencies and securities exchanges, and RMERHR - BEEEREEBHEHKAE
transfer taxes and duties. Borrowings are subsequently FIER : T FIE (B R ZSHA)HEEEE
stated at amortised cost; any difference between the BERAZANEZERNEERFERAETERF
proceeds (net of transaction costs) and the redemption REPR R P IER ©

value is recognised in the income statement over the
period of the borrowings using the effective interest

method.

Borrowings are classified as current liabilities unless RIEBIREEEREEKGREMNTERE
the VSC Group has an unconditional right to defer ZEEAREZH#EHERLI2@A TR
settlement of the liability for at least 12 months after the EBEERTARDERE-

balance sheet date.

2.19 Borrowing costs 219 BERERE
Borrowing costs that are directly attributable to the FURKHEERETESARILEEZE
acquisitions, construction or production of an asset EWE BESAEMELAZEEE
that necessarily takes a substantial period of time to ZIEENABABZEEZEBMWERA - FT
get ready for its intended use or sale are capitalised as EEMBERATIREEA ZFERK
part of the cost of that asset. All other borrowing costs R e

are charged to the income statement in the period in
which they are incurred.

2.20 Deferred income tax 220 EEESB

Deferred income tax is provided in full, using the BEMGHINBAGBEIREERBRE
liability method, on temporary differences arising ZHREBRTMERBZENEMEZR
between the tax bases of assets and liabilities and TREESHBEE - AM BRELTEME
their carrying amounts in the financial statements. HREERS (TERELEEAF)PYE
However, the deferred income tax is not accounted for EXBENVSHER MEXSETE
if it arises from initial recognition of an asset or liability BB ERTRAE - BT ERLEE -
in a transaction other than a business combination BERMGHRAEEZERANCEMHE
that at the time of the transaction affects neither ERBA YEBBZELEHMEHREESR
accounting nor taxable profit or loss. Deferred income RABEMEREELEERHH B E
tax is determined using tax rates and laws that have AZBERENMETE -

been enacted or substantially enacted by the balance
sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred
income tax liability is settled.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 Deferred income tax (Continued)

2.21

Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can
be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except where the timing of the reversal
of the temporary difference is controlled by the VSC
Group and it is probable that the temporary difference
will not reverse in the foreseeable future.

Employee benefits
(a) Retirement benefits

The VSC Group participates in several defined
contribution retirement benefit schemes. A
defined contribution plan is a retirement benefit
scheme under which the VSC Group pays
contributions, on a mandatory, contractual
or voluntary basis, into a separate entity.
The schemes are generally funded through
payments to insurance companies or state/
trustee-administered funds. The VSC Group
has no further payment obligations once the
contributions have been paid. It has no legal
or constructive obligations to pay further
contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating
to employee service in the current and prior
periods.

The contributions are recognised as employment
costs when they are due and are reduced by
contributions forfeited by those employees who
leave the scheme prior to vesting fully in the
contributions.

(b) Bonus plans

The VSC Group recognises a liability and an
expense for bonuses. It recognises a provision
where contractually obliged or where there is
a past practice that has created a constructive
obligation.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21 Employee benefits (Continued)

(c)

(d)

Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrued to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered
by employees up to the balance sheet date.
Employee entitlements to sick leave and
maternity leave are not recognised until the time
of leave.

Share-based compensation

The VSC Group operates an equity-settled,
share-based compensation plan. The fair value
of the employee services received in exchange
for the grant of the options is recognised as an
expense. The total amount to be expensed over
the vesting period is determined by reference to
the fair value of the options granted, excluding
the impact of any non-market vesting conditions
(for example, profitability and sales growth
targets). Non-market vesting conditions are
included in assumptions about the number of
options that are expected to become exercisable.
At each balance sheet date, the entity revises
its estimates of the number of options that are
expected to become exercisable. It recognises
the impact of the revision of original estimates,
if any, in the income statement, with a
corresponding adjustment to equity.

The proceeds received net of any directly
attributable transaction costs are credited to
share capital (nominal value) and share premium
when the options are exercised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22

2.23

Provisions

Provisions are recognised when the VSC Group has
a present legal or constructive obligation as a result of
past events; it is more likely than not that an outflow of
resources will be required to settle the obligation; and
the amount has been reliably estimated. Provisions are
not recognised for future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as
a whole. A provision is recognised even if the likelihood
of an outflow with respect to any one item included in
the same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax interest rate that reflects
current market assessments of the time value of money
and the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
interest expense.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that
arises from past events and whose existence will only
be confirmed by the occurrence or non-occurrence
of one or more uncertain future events not wholly
within the control of the VSC Group. It can also be a
present obligation arising from past events that is not
recognised because it is not probable that outflow of
economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed
in the financial statements. When a change in the
probability of an outflow occurs so that outflow is
probable, it will then be recognised as a provision.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEETHEME (&)
POLICIES (Continued)

2.23 Contingent liabilities and contingent assets 223 FAREERAAREE (&)
(Continued)

A contingent asset is a possible asset that arises from IABERACEEZEHMAIEESE
past events and whose existence will be confirmed 2EE WEEESTRE FTHEZRE
only by the occurrence or non-occurrence of one or HetBEltEER hEIEEEEL
more uncertain events not wholly within the control of TRETEEFHESERER AARAEED
the VSC Group. Contingent asset is not recognised but ERER B R A aE U B AR
is disclosed in the notes to the consolidated financial EHRAMEREMNTPHE - TEE®
statements when an inflow of economic benefits is EAWE LB S S W
probable. When an inflow is virtually certain, it will then NREE -

be recognised as an asset.

2.24 Revenue recognition 224 WARER
Revenue comprises the fair value of the consideration WABREEIEEEELERATEETZE
received or receivable for the sale of goods and Wkl s EmEREHEEMEEZR
services in the ordinary course of the VSC Group’s FEERE THNBRBERR N EZITN
activities, net of value-added tax, rebates, returns and UEREETEBIEEEBEAIHE -
discounts and after elimination of sales within the VSC
Group.
The VSC Group recognises revenue when the amount EWEHBEEMATESE  RRLER
of revenue can be reliably measured, it is probable B fE R AEHETE MEIEEE
that future economic benefits will flow to the entity and BEEHHRTE BEBIEER (XA
specific criteria have been met for each of the VSC ) BIEEEEFES KW ARER - RIE
Group’s activities as described below. The amount of HMIPABB AR ASTESHE FR -
revenue is not considered to be reliably measurable BRI ABBE IR AL MA] 55T E -
until all contingencies relating to the sale have been BEEEEeRBHABTERTFPA
resolved. The VSC Group bases its estimates on Bl -REBENESELEZEMELHG
historical results, taking into consideration the type of ate

customer, the type of transaction and the specifics of
each arrangement.

Revenue is recognised as follows: WATERIT

(a) Sales of goods (a) HEEdm
Sales of goods are recognised when a group HEERMREEERBERHEE
entity sells a product to the customer, has TEFP ERNEGRXNTEPER
delivered products to the customer, the customer FESZERYAENEGEET
has accepted the products and collectibility of WEHEERRIE e ER

the related receivables is reasonably assumed. ABR
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.24 Revenue recognition (Continued)

(b)

(c)

(d)

(e)

()

Revenue from installation contracts

Revenue from each individual installation
contract is recognised using the percentage-of-
completion method by reference to the stage
of completion of the contract activity, generally
based on the proportion of contract costs
incurred for work performed to date to estimated
total contract costs (Note 2.14).

Service income

Service income is recognised when the services
are rendered.

Rental income

Rental income is recognised on a straight-line
basis over the period of the relevant leases.

Dividend income

Dividend income is recognised when the right to
receive payment is established.

Interest income
Interest income is recognised on a time-

proportion basis using the effective interest
method.

Advance payments received from customers prior to
delivery of merchandise are recorded as receipts in
advance.

Notes to the Financial Statements
BB ERNE

2 FESTREHEH#E)

224 W AR (#)

(b)

(c)

(d)

(e)

"

THELZ WA
BNMENZEAHDZRAELR
AHEE Z SRS B 1B A ST R
B EEATUER  TKE D
HERBZBOHITIIEZADOK
AN L FEER M A KRR AR 2 B Bl (PR
5£2.14) ©

IR WA

RIS & IR E LR -

HE WA

HEWAREHBEOHAUNER
ET AR -

BB WA

[ B W T 5 BE TE B R WER AR B
A E T IARERR

FILEHA

B AR AR S R AR
TEEETIARER -

RNEERAELRZTR KRR ZFKIES
FIETR M IR AR -



2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEETHEME (&)
POLICIES (Continued)

2.25 Operating leases 225 BEMYN
(a) Asalessee (a) TERARMA
Leases in which a significant portion of the M A YER R E KA E R A
risks and rewards of ownership are retained by OB HBEAREB "EALEMR
the lessor are classified as operating leases. 4 BIBEEERLY T MAFRE (30
Payments made under operating leases (net BB EHEARRZEA RS E)
of any incentives received from the lessor) are REEHRUNESREIER SR
charged to the income statement on a straight- B o

line basis over the period of the leases.

(b) As alessor (b) EALHFAA
When assets are leased out under an operating ELERLSEROLAR ZEE
lease, the asset is included in the balance sheet BREEZCHENEEERERD
based on the nature of the asset. Lease income AR -HEWARBEHRRNNER
is recognised over the term of the lease on a VAL AR o

straight-line basis.

2.26 Dividend distribution 226 BRE DK
Dividend distribution to the Company’s equity holders is MARAREFBEAD IR ZKRBERE
recognised as an liability in the VSC Group’s financial BALNARERBEAMEZHABRARE
statements in the period in which the dividends are IEESB W EREATIAERE-

approved by the Company’s equity holders.

3  FINANCIAL RISK MANAGEMENT 3 HEBERBRER
3.1 Financial risk factors 3.1 BBEBEZ

The VSC Group’s activities expose it to a variety BIEEEE KL EIIHZ BV
of financial risks: foreign exchange risk, credit risk, B ANERR - FERR - RBESRAR
liquidity risk, and cash flow and fair value interest-rate IBeRERAFENERR -
risk.
Management regularly monitors the financial risks EEETHEREIEESB ZUERER -
of the VSC Group. Because of the simplicity of the ERBIEEEBE M BEBRRITEE
financial structure and the current operations of the BAHE SEBLIBEETEANSHHE
VSC Group, no major hedging activities are undertaken o

by management.
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3  FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(a)

(b)

(c)

Foreign exchange risk

The VSC Group is exposed to foreign exchange
risk arising from various currency exposures,
primarily with respect to United States dollars
and Chinese Renminbi. The VSC Group may
use forward contracts to manage its foreign
exchange risk arising from future commercial
transactions.

Credit risk

The VSC Group has no significant concentrations
of credit risk. It has policies in place to ensure
that sales are made to customers with an
appropriate credit history. Derivative counter
parties and cash transactions are limited to high-
credit-quality financial institutions. The VSC
Group has policies that limit the amount of credit
exposure to any financial institution.

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and marketable
securities, the availability of funding through an
adequate amount of committed credit facilities
and the ability to close out market positions. Due
to the dynamic nature of the underlying business,
the VSC Group’s management aims to maintain
flexibility in funding by keeping committed credit
lines available.
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3  FINANCIAL RISK MANAGEMENT (Continued)

3.1

3.2

Financial risk factors (Continued)
(d)  Cash flow and fair value interest-rate risk

As the VSC Group has no significant interest-
bearing assets, the VSC Group’s income
and operating cash flows are substantially
independent of changes in market interest rates.

The VSC Group’s interest-rate risk arises from
bank borrowings. Bank borrowings issued at
variable rates expose the VSC Group to cash flow
interest-rate risk. No floating-to-fixed interest rate
swaps is entered by the VSC Group to manage
the cash flow interest rate risk. The VSC Group
regularly seeks out the most favorable interest
rates available for its bank borrowings.

Fair value estimation

The fair value of financial instruments traded in active
markets is based on quoted market prices at the
balance sheet date. The quoted market price used for
financial assets held by the VSC Group is the current
bid price.

The fair values of financial instruments that are not
traded in an active market is determined by using
valuation techniques. The VSC Group uses a variety
of methods and make assumptions that are based
on market conditions existing at each balance sheet
date to determine fair value for the remaining financial
instruments.

The nominal value less estimated credit adjustments of
trade and bill receivables and trade and bill payables
are assumed to approximate their fair values. The fair
value of financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash
flows at the current market interest rate that is available
to the VSC Group for similar financial instruments.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances.

The VSC Group makes estimates and assumptions
concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results.
The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.

(@) Useful lives, residual values and depreciation of
property, plant and equipment

The VSC Group’s management determines the
estimated useful lives, residual values and related
depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property,
plant and equipment of similar nature and functions.
Management will increase the depreciation charge
where useful lives are less than previously estimated
lives, it will write-off or write-down technically obsolete
or non-strategic assets that have been abandoned or
sold. Actual economic lives may differ from estimated
useful lives; actual residual values may differ from
estimated residual values. Periodic review could result
in a change in depreciable lives and residual values
and therefore depreciation expense in the future
periods.

(b) Impairment of property, plant and equipment and
leasehold land and land use rights

Property, plant and equipment and leasehold land and
land use rights are reviewed for impairment whenever
events or changes in circumstances indicate that
the carrying amount may not be recoverable. The
recoverable amounts have been determined based
on value-in-use calculations or market valuations.
These calculations require the use of judgements and
estimates.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(b)

(c)

Impairment of property, plant and equipment and
leasehold land and land use rights (Continued)

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an
event has occurred that may indicate that the related
asset values may not be recoverable; (ii) whether the
carrying value of an asset can be supported by the
recoverable amount, being the higher of fair value less
costs to sell or net present value of future cash flows
which are estimated based upon the continued use
of the asset in the business; and (iii) the appropriate
key assumptions to be applied in preparing cash
flow projections including whether these cash flow
projections are discounted using an appropriate rate.
Changing the assumptions selected by management
in assessing impairment, including the discount rates
or the growth rate assumptions in the cash flow
projections, could materially affect the net present
value used in the impairment test and as a result
affect the VSC Group’s financial position and results
of operations. If there is a significant adverse change
in the projected performance and resulting future
cash flow projections, it may be necessary to take an
impairment charge to the income statement.

Impairment of goodwill

The VSC Group tests annually whether goodwill
has suffered any impairment. For the purposes
of impairment reviews, the recoverable amount
of goodwill is determined based on value-in-use
calculations. The value-in-use calculations primarily
use cash flow projections based on five-year financial
budgets approved by management and estimated
terminal value at the end of the five-year period. There
are a number of assumptions and estimates involved in
the preparation of cash flow projections for the period
covered by the approved budgets. Key assumptions
include the expected growth in revenues and gross
margin, timing of future capital expenditures, growth
rates and selection of discount rates to reflect the
risks involved. Management prepares the financial
budgets reflecting actual and prior year performance
and market development expectations. Judgement is
required to determine key assumptions adopted in the
cash flow projections and changes to key assumptions
can significantly affect these cash flow projections and
therefore the results of the impairment reviews.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(d)

(e)

)

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and variable selling
expenses. These estimates are based on the current
market condition and the historical experience of
manufacturing and selling products of similar nature.
It could change significantly as a result of changes in
customer taste and competitor actions in response to
severe industry cycle. Management reassesses the
estimations at each balance sheet date.

Trade and other receivables

The VSC Group’s management determines the
provision for impairment of trade and other receivable
based on an assessment of the recoverability of the
receivables. This assessment is based on the credit
history of its customers and other debtors and the
current market condition. Management reassesses the
provision at each balance sheet date.

Income taxes and deferred income tax

The VSC Group is subject to income taxes in
Hong Kong and Mainland China. There are certain
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course
of business. The VSC Group recognises liabilities for
anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final
tax outcome of these matters is different from the
amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions
in the period in which such determination is made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised when
management considers it is likely that future taxable
profits will be available against which the temporary
differences or tax losses can be utilised. When the
expectations are different from the original estimates,
such differences will impact the recognition of deferred
tax assets and income tax charges in the period in
which such estimates have been changed.
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5 REVENUE AND SEGMENT INFORMATION 5 BARDEER
(a) Revenue by nature (a) WARES
2007 2006
—ZEEtHF ZEEREF
HK$°000 HK$'000
THERT T T
Processing/manufacturing of industrial products hl T /&l T ¥ & @
— Rolled flat steel products — & E M 1,510,318 1,102,078
— Enclosure systems — REBRBINR 197,516 141,564
Trading of engineering plastic resins BEETRZBRE 344,518 258,551
Stockholding and trading of construction GFiHEEEREN R
materials
— Steel products — steel rebars, structural — M ER— 5 -
steel and flat steel products R AR M E & 2,604,869 2,916,604
— Sanitary wares and kitchen cabinets — RAREE 208,036 154,333
Net rental income from investment properties 12 & ¥ % 2 FH & WA 856 1,809
Others HAb 1,544 —
4,867,657 4,574,939
(b)  Primary reporting format — business segments (b) FTERHERX XKW

EEEELEBRETEZAFTEMAPE A
KREMBEBEB-()PBREEMEMT
(fCAMP])  BENT EE T %(E
ROl ERNERRRGRENZ &
MEBETIRBRBERE  Ri)ZEEMB

The VSC Group operates predominantly in Hong Kong
and Mainland China and in two business segments —
(i) China Advanced Materials Processing (“CAMP”),
including processing/manufacturing of industrial
products such as rolled flat steel products and enclosure
systems, and trading of engineering plastic resins, and (TCMG])  BEFHEEEREREME

(i) Construction Materials Group (“CMG”), including BlaMmmER RARBERRZER
stockholding and trading of construction materials such i

as steel products, sanitary wares and kitchen cabinets,

and installation work of kitchen cabinets.
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5

Notes to the Financial Statements

MBEEME

REVENUE AND SEGMENT INFORMATION 5 KWARDEER (8)
(Continued)
(b) Primary reporting format — business segments (b) ETEHHRERX — XKW (F)
(Continued)
Analysis of the VSC Group’s results by business BIEESE EEREBHIHEI>TWT :
segment is as follows:
2007
—EBLF
Other
CAMP CMG operations Elimination Group
R e
MR T 2 SR Hth 7% 3 8 &5
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
T % T I # 5T T T T & T I % T
External revenue EEINLON 2,052,352 2,812,905 2,400 — 4,867,657
Inter-segment revenue 7 5B A — 193,877 — (193,877) —
2,052,352 3,006,782 2,400 (193,877) 4,867,657
Segment results 7 BbE A 37,359 119,019 (5,564) 150,814
Other gains/(losses) — net Hblezs
(F1|) —F%8 36,250 1,702 (714) 37,238
Unallocated corporate expenses &k 9 o 1> % &7 (58,198)
Operating profit fg= gl 129,854
Finance income BRI A 4,982
Finance costs B 7% % A (41,383)
Income tax expense FiS R (12,534)
Profit for the year FE Eﬁ T 80,919
Other
CAMP CMG operations Unallocated Group
HRE Sk
MR T EEME Hith 5% KA E &5
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
FE T T % T T T TET T & T
Assets & % 1,252,863 898,335 50,066 47,428 2,248,692
Liabilities £ & 248,365 270,013 2,576 720,335 1,241,289
Capital expenditure &R 46,636 4,134 2,195 = 52,965
Depreciation and amortisation e 13,906 5,748 — 1,017 20,671
Impairment of trade receivables F_E U B %(,}WE 6,020 1,421 — — 7,441
Write-down/(write-back) of FEMR, (HE)
inventories 36,245 (3,094) — — 33,151
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5 REVENUE AND SEGMENT INFORMATION 5 KWARDEER (8)
(Continued)
(b) Primary reporting format — business segments (b) ETEHHRERX — XKW (F)
(Continued)
2006
—EERF
Other
CAMP CMG operations  Elimination Group
o S
MRMI  REME HtES i £E

HK$'000 HK$000 HK$000 HK$000 HK$000
TAT T TAT T TAT

External revenue EEINLON 1,502,193 3,070,937 1,809 — 4,574,939
Inter-segment revenue 7 2B U A — 85,981 — (85,981) —
1,502,193 3,156,918 1,809 (85,981) 4,574,939
Segment results R 31,708 73,836 (5,650) 99,894
Other gains — net Hiblzs — F58 7,260 6,544 419 14,223
Unallocated corporate expenses 7 5 fit b 2 3 H (46,051)
Operating profit 1SRRI 68,066
Finance income 783 ON 4,490
Finance costs B 75 & A (45,959)
Income tax expense Frig i (68)
Profit for the year FE /El T 26,529
Other
CAMP CMG operations  Unallocated Group
B AL i )
MBI EEMB Hth 7% Ko 3]

HK$000 HK$000 HK$000 HK$000 HK$000
TAET TAT TAT TAET TAT

Assets & E 877,864 868,686 50,654 49,999 1,847,203
Liabilities BE 246,606 65,777 2,282 772,279 1,086,944
Capital expenditure BARLTH 8,106 10,243 — — 18,349
Depreciation and amortisation I % T2 5 12,878 6,702 — 986 20,566
Impairment of trade receivables & U 8k Fm (& 2,057 1,840 15 — 3,912
Write-down of inventories FE ﬁ;&& NEN 6,491 5,228 — — 11,719
Recognition of impairment BRARERER

loss previously debited to HERMBRZ

revaluation reserve of an —IHA s 2

available-for-sale financial M EEZRE

asset B — — 14,424 — 14,424

Impairment of goodwill 2R E 1,437 — — — 1,437
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5 REVENUE AND SEGMENT INFORMATION
(Continued)

(b)

Primary reporting format — business segments
(Continued)

Unallocated cost represents corporate expenses. Inter-
segment transfers or transactions are entered into
under the normal commercial terms and conditions that
would also be available to unrelated third parties.

Segment assets consist primarily of property,
plant and equipment, leasehold land and land use
rights, goodwill, inventories, due from customers on
installation contract work, trade and bill receivables,
prepayments, deposits and other receivables and cash.
They exclude items such as investment properties,
available-for-sale financial assets and derivative
financial instruments.

Segment liabilities comprise operating liabilities and
exclude corporate borrowings.

Capital expenditure comprises additions to property,
plant and equipment (Note 15), investment properties
(Note 16), and leasehold land and land use rights (Note
17), including additions resulting from acquisitions
through business combinations, if any.

Other operations mainly comprise the provision of
rental services in Hong Kong and other investments
which do not constitute separately reportable
segments.

Notes to the Financial Statements
MBEERME
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5 REVENUE AND SEGMENT INFORMATION 5 KWARDEER (8)
(Continued)
(c) Secondary reporting format — geographic (c) REHHEX-HEDW
segments
The VSC Group’s business activities operate BIEESE XK TEERTAERFER
predominately in Hong Kong and Mainland China. H gL o
Analysis of the VSC Group’s results by geographical BlIEESE  EE R BOTWOT :

segment is as follows:

2007
—EELF
Mainland
Hong Kong China Total
B B A it L)
HK$’000 HK$’000 HK$’000
FET FET FHET
External revenue HINRA 1,219,606 3,648,051 4,867,657
Assets EE 615,028 1,633,664 2,248,692
Capital expenditure BEA ST 2,019 50,946 52,965
2006
ZETREF
Mainland
Hong Kong China Total
BE A A i g
HK$'000 HK$’000 HK$’000
TAET AT FABT
External revenue HINRA 1,306,327 3,268,612 4,574,939
Assets EE 558,511 1,288,692 1,847,203
Capital expenditure EARZH 4,067 14,282 18,349
Revenue are allocated based on the places in which W AR R 2 H & B Mo B e
customers are located.
Assets and capital expenditure are allocated based on BERBALZEBRZEEEZHWRENE

where the assets are located. Mmoo
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Notes to the Financial Statements

RBEERME
OTHER GAINS — NET 6 Httlzm— F8E
2007 2006
—EELHF ZETRF
HK$°000 HK$'000
T & T T
(Loss)/gain on disposal of a subsidiary HE—BHBRATZ
(BE) (3,430) 4,740
Loss on disposal of certain interest in a subsidiary H & — & i B 2 7
ETHERZER = (198)
Gain on disposal of certain interest in a subsidiary H & — &4 /8B 2 7
TRz lE 7,020 607
Gain on deemed disposal of certain interest in a BIEHE—FHEHERQ A
subsidiary ETEmEzE 26,024 —
Fair value gains on investment properties BEWMERATEE WS 2,000 11,188
Net fair value gains/(losses) on forward foreign EHNERNRAFEEZ
exchange contracts F st (B1E) 2,656 (952)
Fair value loss on an interest rate instrument —IBRERTEEAFEEZ
E1E (7,592) —
Net fair value gain on call/put options arising from B {EH&E 3| B2 RiERE
deemed disposal ROHEERATEEZFR S 7,211 —
Impairment of goodwill EERE = (1,437)
Impairment loss/recognition of impairment loss REBEERARERER
previously debited to revaluation reserve of an Pk —EHAHEE
available-for-sale financial asset 2 BEEZRERBIE (1,473) (14,424)
Gain/(loss) on disposal of an available-for-sale HE—EHIHEEZ
financial asset M EEZ W (FBR) 336 (1,560)
Dividend income from available-for-sale financial At K& 2K EE ~
assets NI N
— listed — kW 22 14
— unlisted — 3Lt 1,923 1,589
Service income ;¥ N — 1,087
Exchange gain — net Wil — %8 2,541 7,867
Others HAb — 5,702
37,238 14,223
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EXPENSES BY NATURE 7 BHEISZXH
Expenses included in cost of sales, selling and distribution BIEEHEHEXRS HERDHE I HE—K&T
expenses and general and administrative expenses are BEYHEARZEIHE 5T

analysed as follows:

2007 2006
—EBLF ZETREF
HK$’000 HK$'000
T & T T T
Raw materials consumed and finished goods sold  [& #1 #L #8 B & Bk fh #5 & 4,449,055 4,270,793
Amortisation of leasehold land and land use rights & + b X + i {5 F3 4 > 8 8 466 660
Depreciation of property, plant and equipment ME BENRBZITE 20,205 19,906
Loss on disposals of property, plant and equipment HE %% - BE KRB ZEE 1,044 32
Employment costs (Note 13) & B KA (F3E13) 113,066 86,514
Operating lease rental in respect of EERNES
— land and buildings — T REF 11,181 10,038
— plant and machinery and motor vehicles —BE R#E R AE 3,423 3,684
Impairment of trade receivables FE W BR FORL B 7,441 3,912
Impairment of other receivables H b & W BR FORE 5,752 —
Write-down of inventories T B WOR 33,151 11,719
Auditor's remuneration BRI & 1,700 1,225
Others Hib 128,557 112,613
Total cost of sales, selling and distribution HERA HEERDHEZ D ®E
expenses and general and administrative — M RAITE R g

expenses 4,775,041 4,521,096
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Notes to the Financial Statements

BB ERNE
FINANCE INCOME AND COSTS BHEBRAREH
2007 2006
—EBELE ZTERF
HK$°000 HK$’000
TR T
Finance income B
_ Interest income on short-term bank deposits BT ERZRBIRA_ [ gge2l 4,490 _
Finance costs M5 &R
Interest expenses on: FEZH
borrowings wholly repayable within five years BERAFRNEHEEZ
RITEE (40,864) (45,363)
other loans wholly repayable within five years BARAFRNZEERL
H At & % (519) (596)
_________________________________________________ (41,383) _ _ _ (45.959)
Net finance costs F IS E A (36,401) (41,469)
INCOME TAX EXPENSE R H

The Company is exempted from taxation in Bermuda until
2016.

Hong Kong profits tax has been provided at the rate of 17.5%
(2006: 17.5%) on the estimated assessable profit arising in or
derived from Hong Kong.

Subsidiaries established in Mainland China are subject to
Mainland China enterprise income tax at rates ranging from
10% to 33% (2006: 10% to 33%). However, subsidiaries
engaging in manufacturing are exempted from Mainland
China enterprise income tax for two years starting from the
first year of profitable operations after offsetting prior years’
tax losses, followed by a 50% reduction for the next three
years.

BIEEERLHMARENRAEE_T—RF-

FRFSHIBRERABLRMEEL 2 G5 E
ARBE M IR E175%(Z BT RF 17.5%)
fEH B

AR B AR S 2 BB A AR B R10% 2£33%
(ZZTTRNF 10%E33%) B P ESERE
Flottih WEREEZHNBAR A & EEF
FEKEHEBEFEBB)BMF AR
RENPBEDSEMSH  BE%E = F RE50%R
%c



INCOME TAX EXPENSE (Continued)

income statement represents:

9 MmEHXHE)

The amount of income tax charged to the consolidated RiFERERPNBR ZABRAEE:

103

2007 2006
ZEELHF ZETREF
HK$’000 HK$'000
T T T
Current income taxation EHMSNIE
— Hong Kong profits tax — BEFER 15,298 586
— Mainland China enterprise income tax — PR EMBER 4,123 1,694
— Macau profits tax —RFIF B 105 —
Deferred income tax (Note 21) FIEFTSE (M sE21) (6,217) (2,474)
(Over)/under provision in prior years BEFEZ
(&1l EEBE (775) 262
12,534 68

The tax on the VSC Group’s profit before income tax differs
from the theoretical amount that would arise using the
domestic tax rates applicable to profits in the respective

places as follows:

BB S & B 7 B A BRI B
HESSRERZEAREFEZEREER
PrER  FHBEET:

B IES &

2007 2006
—BELF —EEXREF
HK$’000 HK$'000
T# T T 7T
Profit before income tax F& F A1 A 93,453 26,597
Tax calculated at domestic tax rates applicable to 1% 1 5l b [= & A 2
profits in the respective places HABERFHE2BIA 13,773 3,139
Income not subject to tax |AERB 2 /A (3,732) (1,260)
Expenses not deductible for tax TR Z X 2,863 672
Deferred income tax assets not recognised RAERZBRILFAEHREE 2,527 2,356
Recognition of previous unrecognised deferred TR LA B R R R
income tax assets RIS EE (2,122) (5,101)
(Over)/under provision in prior years BEFEZ
(=fd) R BE (775) 262
Income tax expense FriS 82 i 12,534 68

For the year ended 31st March 2007, the weighted average
applicable tax rate was 14.7% (2006: 11.8%). The increase
is caused by a change in the distribution of the profitability of
the VSC Group’s subsidiaries in the respective places.

[ 2 &2 7 5E

HE_ZTT+F=-A=+—HI-FE MEF
HEBRR R A147% (T NE 11.8%) ° &t
RZENERBIES E£E 2 B AR @R it
D EEETE -
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Notes to the Financial Statements
RBEERME

PROFIT ATTRIBUTABLE TO EQUITY 10 XARIREFEAERMLER
HOLDERS OF THE COMPANY
The consolidated profit attributable to equity holders includes BEBEAEBLGASZNPEEART KRS
a profit of approximately HK$15,007,000 (2006: loss of 2 m F #915,007,00008 T (ZZEZRF  HEY
HK$479,000) dealt with in the financial statements of the 479,000/ 7T ) ©
Company.
DIVIDENDS 11 KRE
2007 2006
—BELF —ZETREF
HK$°000 HK$'000
FHET FAETT
Interim dividend of HK2.2 cents (2006: Nil) per R EA I B AR B 2.2 L
ordinary share (ZEZTXRF &) 8,109 —
Proposed final dividend of HK2.6 cents (2006: EHAHRE TR
HK1.1 cents) per ordinary share T Ax2.675 1l
(ZZZTRF - 1.081) 9,584 4,055
17,693 4,055

A final dividend for the year ended 31st March 2007 of HK$2.6
cents per share, totalling HK$9,584,000 (2006: HK$1.1 cents
per share, totalling HK$4,055,000), is recommended by the
Directors for approval at the forthcoming Annual General
Meeting of the Company. This proposed dividend has not
been dealt with as dividend payable as at 31st March 2007.

EARNINGS PER SHARE
(a) Basic

Basic earnings per share is calculated by dividing the
profit attributable to equity holders of the Company by
the weighted average number of ordinary shares in
issue during the year.

12

BEFEEBIRBETZARRABRRBFAS £
HERNBEE-_ZZELE-ZA=Z1+—HLFE
RERE &K E B 2.6 1l - 4 £9,584,000
B (ZZTZ N F 118 (1L 4 ££4,055,000
BIL) ZBMEREWRER_TZELF=A
=t+—HZEREFRIEBEMKE -

BRERN
(a EHX
BRERNBRDREBERARAREREA

FE45 32 B DA MO PO B B 4T 2 AR 2
FHBEE -

2007 2006
—EBLF —TTREF
Profit attributable to equity holders of the RABREREA
Company (HK$'000) FEAG s FI (FA&T) 70,627 22,867
Weighted average number of ordinary BETERR
shares in issue ('000) hniE 9 & (FR) 368,605 368,605

Basic earnings per share (HK cents) FREARZF (B) 19.16 6.20
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12 EARNINGS PER SHARE (Continued) 12 BRER (&)
(b) Diluted (b) #8

Diluted earnings per share is calculated by adjusting AEESREBERANNDEBRAEEEE
the weighted average number of ordinary shares MHE2ETELTBREEHETRMEES
outstanding to assume conversion of all dilutive BEBTERRZIMETHE - KAAF]
potential ordinary shares. The Company’s dilutive CEBTETRAREABREME £ Hit
potential ordinary shares is arising from share options, ENRBEERITEBRENN ZREE
for which a calculation is done to determine the number TEBEEED AUEBITRENRTE
of shares that could have been acquired at fair value BE (BilAEXRaIRkHhz2FEFEAM
(determined as the average annual market share price HSRE)WE RN 2EE - EXAFE
of the Company’s shares) based on the monetary value ZRHEEEEBEEERETEmME
of the subscription rights attached to outstanding share TZRDE B ELLE -

options. The number of shares calculated as above
is compared with the number of shares that would
have been issued assuming the exercise of the share

options.
2007 2006
—RELEF —TERX

Profit attributable to equity holders of the ANEIE#EEA AEMS

Company and used to determine diluted WA A AERT SR

earnings per share (HK$000) BE AR (FE7T) 70,627 22,867
Weighted-average number of ordinary BETEERZ

shares in issue ('000) MEEFHE (FR) 368,605 368,605
Adjustments for share options ('000) AEERE (T0) 58 —
Weighted-averaged number of ordinary AEEREBERA

shares for diluted earnings per share ('000) X :@A% HNAEFH & (FAR) 368,663 368,605

Diluted earnings per share (HK cents) FRESERRN (B) 19.16 6.20
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13

Notes to the Financial Statements

BBEERME
EMPLOYMENT COSTS (INCLUDING 13 EERAXA (BEEEMS)
DIRECTORS’ EMOLUMENTS)

2007 2006
—EELHF —TTARF
HK$°000 HK$'000
T T
Wages, salaries and allowances ITE& %< k=2 88,610 74,971
Bonus TE4L 8,701 2,084
Pension costs — defined contribution schemes BIREKA — RER-KETE 5,374 3,624
Share option scheme — value of services fERiEE — RIBEER 976 57
Welfare and benefits & A &A= 9,405 5,778
113,066 86,514

The VSC Group maintains two defined contribution pension
schemes for its employees in Hong Kong, the ORSO Scheme
and the MPF Scheme. The assets of these schemes are held
separately from those of the VSC Group under independently
administered funds.

Under the ORSO Scheme, each of the VSC Group and its
employees make monthly contribution to the scheme at 5% of
the employees’ salary. The unvested benefits of employees
who have terminated employment could be utilised by the
VSC Group to reduce its future contributions.

Under the MPF Scheme, each of the VSC Group and its
employees make monthly contributions to the scheme at
5% of the employee’s relevant income, as defined in the
Hong Kong Mandatory Provident Fund Scheme Ordinance.
Both the VSC Group’s and the employee’s contributions are
subject to a cap of HK$1,000 per month. The contributions
are fully and immediately vested for the employees.

As stipulated by rules and regulations in Mainland China, the
VSC Group contributes to state-sponsored retirement plans
for employees of its subsidiaries established in Mainland
China. The employees contribute up to 8% of their basic
salaries, while the VSC Group contributes approximately 14%
to 20% of such salaries and has no further obligations for
the actual payment of pensions or post-retirement benefits
beyond these contributions. The state-sponsored retirement
plans are responsible for the entire pension obligations
payable to retired employees.

BIESEEAEFMERERKSHNETM
REBZET  RESERBESFE -t
MEGECEEDRBIEERE 2 EED R
B UYARBLIESERE-

BREAESTE BIREEXEREETERSR
BZ B THWAZE%MAZ A EMES AHMR - &1L
BRZETIRET M@ mEIEE SEMBIE
WDKK

RipREeTE BIEEXEREETREA
BREBRIMEAESHRIIMAESEERZET
BB AZs%AZAEFEARR - BIEE S
E Xk BTAF2® AR ERER1,0008 7T
HRELRAFHERTFETL -

REFEALER BIEEXEARSERIR
TEA B AR 2 E THEREBRKG
BT - BTIHRBRREEELT 2 28% 8
IIg & & B 32 % & ¥ © #14%220%H 3% 0 By
FHRIN BAINERNERRKRESHEKRR
‘A ZEERXERKFIABREMRERIKE
TXNEWERD -
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EMPLOYMENT COSTS (INCLUDING 13 EERAX (BEEEMS)(E)
DIRECTORS’ EMOLUMENTS) (Continued)

During the year ended 31st March 2007, the aggregate REBEE-_ZETLFEF-A=-Z+—HLEFEHH
amount of the VSC Group’s contributions to the BIEESEEY FMRKS B 2 HABELNE
aforementioned pension schemes was approximately 5,374,000/ 7T (Z T T /X : 3,624,0008 7T ) -
HK$5,374,000 (2006: HK$3,624,000), net of forfeited S8 U4 2 4918,0007 70 (Z BT 4 ¢ 64,000
contributions of approximately HK$18,000 (2006: BRL) R _ZTLE=ZA=+—8B &KX
HK$64,000). As at 31st March 2007, there is no unutilised WREAZESWHERETRERVEIEEEE
forfeited contribution which could be utilised to reduce future AR Z B

contributions of the VSC Group.

DIRECTORS’ AND SENIOR EXECUTIVES’ 14 EERSRITHAEMSE
EMOLUMENTS
(a) Directors’ emoluments (a) EE#Me
The remuneration of every Director for the year ended HE-_ZTZ+F=-A=-+—HILFESE
31st March 2007 was set out below: UEEMaMT
Contribution
to defined Share

contribution options
retirement  scheme—

Salaries and Discretionary benefit value of 2007
Fees allowances bonus* schemes services Total
HRATERMK

BAHY BRESH
we FEREE  BBREAT HEZMAR —BBEE ag
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000 HK$000
TR TR TR TR TR TR

Executive directors HIES
Mr. Yao Cho Fai, Andrew kAR EE - 1,156 800 12 230 2,198
Mr. Dong SaiMing, Femando it 8555 4 - 464 100 12 3 607
Independent non-executive BUFHNAES
directors
Dr. Chow Yei Ching BrEE L 120 - - - - 120
Mr. Harold Richard Kahler Harold Richard Kahler
bt 351 — - - - 351
Mr. Tam King Ching, Kenny ~ ERE%X4E 120 — — — — 120
Mr. Xu Lin Bao BHERE 120 — — — — 120

711 1,620 900 24 261 3,516
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Notes to the Financial Statements

MBEEME

14 DIRECTORS’ AND SENIOR EXECUTIVES’ 14 EERSRITHAEMSE (E)
EMOLUMENTS (Continued)
(a) Directors’ emoluments (a) E=#MS
The remuneration of every Director for the year ended HE-_ZTZF-A=-+—HILFESF
31st March 2006 was set out below: UEEMaMT
Contribution
to defined Share
contribution options
Salaries retirement  scheme—
and benefit value of 2006
Fees  allowances schemes services Total
HATRK
BRHER BRETS
we HeREM HEAZER —REEE g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TiET
Executive directors HIES
Mr. Yao Cho Fai, Andrew kAR LA — 556 12 - 568
Mr. Dong Sai Ming, Fernando B#EE — 464 12 37 513
Non-executive director EHITES
Dr. Shao You Bao (passed awayon  BRREL (R -TTXF
12th March 2006) =R+ ZHE) 80 — — — 80
Independent non-executive directors B FHTESE
Dr. Chow Yei Ching ARBEL 80 — - — 80
Mr. Ting Woo Shou, Kenneth THEEE
(resigned on 26th August 2005) (R=-ZZTHF
NAZ+ABER) - - - - -
Mr. Harold Richard Kahler Harold Richard Kahler’t £ 369 — - — 369
Mr. Tam King Ching, Kenny ERELAE 120 — — — 120
Mr. Xu Lin Bao BHERE
(appointed on 21st April 2006) (RZFERE
MA-+—RAEZHE) - - - - -
649 1,020 24 37 1,730

# The executive directors are entitled to discretionary bonus which
are determined with reference to the financial performance of the

VSC Group.

# HITESA ZERIBEL

B MBERAMETE

WH2RBIRE %



14 DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (Continued)

(@)

(b)

Directors’ emoluments (Continued)

The share options scheme — value of services
represent charges to the income statement of the
fair value of the share options under the share option
scheme measured at the respective grant dates,
regardless of whether the share options would be
subscribed or not.

No director waived any emolument during the year.
No incentive payment as an inducement for joining
the VSC Group or compensation for loss of office was
paid/payable to any directors during the year.

Five highest paid individuals

The five individuals whose emoluments were the
highest in the VSC Group include one director (2006:
Nil), whose emoluments are reflected in the analysis
presented in Note 14(a) above. The emoluments paid/
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14 EERESRITHRAEME (&)

(@ ESHL (&)

BREE —ERBEREESHEWR
BRBEEDSBREREBRETS
BTIARLAHARTFERKEED T
ERIX -

AEEHE WRAEERREMUHE -
AEZHE WEEN,/EAEA#HE
FTERAERBMABIRS & 5 B
e -

(b) EEEREHFAL

BIEELRETFANESHFALEPEE
—HNEE(CEERNF E) REZMH
EAME BN L X EE14(a) - KR
(ZE2EXRF A2 ATEN BN

payable to the remaining four (2006: five) individuals e A
were as follows:
2007 2006
—EELHF ZETARF
HK$’000 HK$’000
F& T AT
Salaries and allowances e koER 6,354 6,650
Bonus LA 237 798
6,591 7,448
2007 2006
—EELF —TTRF
The emolument fell within the following BN & X 4B RIS AT a0 T -
band:
— HK$1,000,001 to HK$1,500,000 — 1,000,001 7T 1,500,000/ 7T 1 2
— HK$1,500,001 to HK$2,000,000 — 1,500,001 7T £2,000,00075 7T 3 3
4 5

No emoluments were paid to the five highest paid
individuals as an inducement to join the VSC Group or
as compensation for loss of office during the year.

FALBEINERNMES FRAMLES H
AT AESEN DN A BB & 58 [ 35 /R BBt
e -
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BB ERNE
15 PROPERTY, PLANT AND EQUIPMENT 15 ¥ -BERRKE
Consolidated
e
Leasehold
improvements,
furniture and Motor  Construction
Buildings equipment  Machinery vehicles  in progress Total
HENE
£ RE
g PET B RE HEIR B
HK$’000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
TER TET TER TER TET TEx
At 1st April 2005 R-BETREWA-A
Cost AR 45,449 54,990 68,834 7,954 - 177,227
Accumulated depreciation 2:iE (9,240) (32,630) (29,022) (3,329) - (74,215)
Net book amount R EFE 36,209 22,360 39,812 4,631 — 103,012
Year ended 31st March 2006 BE_ZTITARE
ZA=+-BItEE
Opening net book amount BOEEFE 36,209 22,360 39,812 4,631 — 103,012
Additions NE 713 11,668 4,058 1,910 — 18,349
Disposals HE — (39) — (47) — (86)
Depreciation g (2,424) (8,819) (7,211) (1,452) - (19,906)
Exchange differences ERZE 581 301 868 79 — 1,829
Closing net book amount R AFE 35,079 25,471 37,527 5,121 — 103,198
At 31st March 2006 RZTE E=A=1+—H
Cost A 46,879 62,205 74,950 9,532 - 193,566
Accumulated depreciation ZitE (11,800) (36,734) (37,429) (4,411) — (90,368)
Net book amount BREFE 35,079 25,471 37,527 5,121 — 103,198
Year ended 31st March 2007 HE_TTLHE
ZA=T-BLEFE
Opening net book amount HUNERFE 35,079 25,471 37,527 5,121 — 103,198
Additions nE 57 9,242 25,629 1,904 12,340 49,172
Disposals He (899) (170) (812) (68) - (1,949)
Depreciation e (2,552) (9,824) (6,206) (1,623) — (20,205)
Disposal of a subsidiary HE—RIEAQR - (7,474) — - — (7,474)
Exchange differences ERES 1,328 556 1,560 129 — 3,573
Closing net book amount HRERFE 33,013 17,801 57,698 5,463 12,340 126,315
At 31st March 2007 R-ZZ+E=A=+—H
Cost B 48,068 61,926 104,044 11,330 12,340 237,708
Accumulated depreciation ZitihE (15,055) (44,125) (46,346) (5,867) — (111,393)
Net book amount R RE 33,013 17,801 57,698 5,463 12,340 126,315
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15 PROPERTY, PLANT AND EQUIPMENT
(Continued)

15 Y% -BERRKRE (H)

REFARARERZTESHNOT

Depreciation expense recognised in the consolidated income
statement was as follows:

2007 2006
—ETLF —TETNF
HK$’000 HK$’000
FHET FAT
Cost of sales $HE R A 11,576 10,770
General and administrative expenses —RITHE T 8,629 9,136
20,205 19,906
As at 31st March 2007, buildings of approximately RZZEZLF=A=+—H " #12,645,000/%

HK$12,645,000 (2006: HK$25,307,000) were pledged as
collaterals for certain of the VSC Group’s short-term bank

L (ZZEZE IR ¢ 25,307,000 1) 2 B FE
MIEETEIRESBE 2R MRITER (M

loans (Note 31). 31) e
16 INVESTMENT PROPERTIES 16 REWE
Consolidated
we

2007 2006
—ETLF —TTNEF
HK$’000 HK$’000
FHET T T
At 1st April RIMA—H 48,000 71,100
Disposals k= = (34,288)
Fair value gains NFEERE 2,000 11,188
At 31st March R=A=+—H 50,000 48,000
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16

INVESTMENT PROPERTIES (Continued)

Details of the geographical locations and tenure were:

Notes to the Financial Statements
BBEERME

16 REW= (&)
WA E R XEEERHER

Consolidated

®Ee
2007 2006
—EELF —EERF
HK$°000 HK$'000
T & T
In Hong Kong REE
— medium-term leases of between — 10E50F 2 H 5
10 to 50 years FER) 28,000 28,000
— long-term leases of over 50 years — RS0 2 & HRAE &Y 22,000 20,000
50,000 48,000

As at 31st March 2007, investment properties of
approximately HK$50,000,000 (2006: HK$48,000,000)
were stated at open market value as at 31st March 2007
as determined by Jointgoal Surveyors Limited, independent
qualified valuers.

The VSC Group leases out certain investment properties
under operating leases, for an initial period of two to three
years, with an option to renew on renegotiated terms. None of
the leases includes contingent rentals. During the year ended
31st March 2007, the gross rental income from investment
properties amounted to approximately HK$856,000 (2006:
HK$1,809,000). As at 31st March 2007, the VSC Group’s
future rental income under non-cancellable operating leases
is as follows:

RZZEZT+HF=H=+—H " 450,000,000/%
TL (ZZZE X ¢ 48,000,000 7T ) 2 R E W ¥
BEVAEARMGEMS S AEMERARME
ER-_ETLF=ZA=1t—"RZARMEIK-

BIEEEETUEERNEEETHREDE
HIF I BE3F  WHREERENBRE NE
W RERNARRBELY BE_TETLF=
A=+ —HBLEFEHHE BEEDEETRZ
e W ABEY £856,0008 L (Z T /NF
1,809,000 ) - RZZETE+F=A=+—H -
BEEEET U BBz AEMOZ RKA
W AT

Consolidated

®E
2007 2006
—EELF ZEERF
HK$’000 HK$'000
TF#E T T
Not later than one year RE1F 107 322
Later than one year and not later than five years B1F K R B5F — 107

107 429
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LEASEHOLD LAND AND LAND USE RIGHTS

The VSC Group’s interests in leasehold land and land use
rights represent prepaid operating lease payments and their
net book amounts are analysed as follows:

113

17 HEIHRLHERRE

BEEERENHEL NI HEREZESES
ANEFBEORBREEEFESTET

Consolidated

e
2007 2006
—EELHF ZTERF
HK$’000 HK$'000
TR T T
At 1st April R A—H 22,741 23,091
Additions NE 3,793 —
Amortisation # 8y (466) (660)
Exchange differences Hir=% 459 310
At 31st March W=A=+—H 26,527 22,741
Details of the geographical locations and tenure are: IR EREEHRERFER:
Consolidated
®E
2007 2006
—BELF —ETREF
HK$’000 HK$'000
FERT FE T
In Hong Kong REE
— long-term leases of over 50 years — HBB50F v R EIE A 1,018 1,006
In Mainland China A B A
— medium-term rights of 10 to 50 years — 10250 2 P HifE = 14,018 10,042
— long-term rights of over 50 years — BE50F v R i = 11,491 11,693
26,527 22,741

Amortisation of leasehold land and land use rights has been
included in general and administrative expenses in the
consolidated income statement.

As at 31st March 2007, leasehold land and land use rights of
approximately HK$12,554,000 (2006: HK$12,730,000) were
pledged as collaterals for certain of the VSC Group’s short-
term bank loans (Note 31).

HET R ERAE 2 BHECERERER
mERZ—RRITEI S -

R-TELE=A=+—HB " £12,554,000/8
T (ZEENF 12,730,000/ 7T ) 2 T E + 1
IR EEEFIEFE TEIRESE 2B H
BITE R (MH7E31) ©
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BB ERNE

18 GOODWILL 18 BE
Consolidated
Ra
HK$’000
FET
At 1st April 2005 RZETERFHA—H
Cost BN 77,184
Accumulated amortisation and impairment Z2Fr#ERRE (69,158)
Net book amount AR H A 8,026
At 31st March 2006 RZZEZERF=ZA=+—H
Opening net book amount By REFE 8,026
Adjustment to purchase consideration for a subsidiary 8% A1 F E W ig
acquired in prior year MEARZRE 186
Impairment VERIE! (1,437)
Closing net book amount H A2 AR EDF(E 6,775
At 31st March 2006 RZZEERNF=ZA=+—H
Cost 24N 17,318
Accumulated impairment ZEHRE (10,543)
Net book amount B H R A 6,775
At 31st March 2007 RZZEZE+tF=A=+—H
Opening net book amount Y REFE 6,775
Acquisition of certain interests in a subsidiary U B8 — R BT B A B & T2
(Note 36) (Fff 5£36) 24,427
Closing net book amount B AR BR TH R B 31,202
At 31st March 2007 RZET+HF=A=+—H
Cost AR 41,745
Accumulated impairment ZEHRE (10,543)
Net book amount BR ) E 31,202
Impairment loss of goodwill for the year ended 31st March BE_ZZXFZA=+—HILEFEZEHER
2006 is included in other gains — net in the consolidated BEEECPREEFANER 2 Hlkzs —F

income statement. A o
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GOODWILL (Continued)

Impairment tests for goodwill

Goodwill is allocated to the VSC Group’s cash-generating
units (“CGUs”") identified according to place of operation and
business segment.

The VSC Group’s goodwill is allocated to the China
Advanced Materials Processing segment in Mainland China.
For the year ended 31st March 2006, impairment loss arose
as a consequence of operating loss incurred by the CGU of
enclosure systems in Mainland China.

The recoverable amount of a CGU is determined based on
value-in-use calculations. These calculations use cash flow
projections based on financial budgets approved by the VSC
Group’s management covering a five-year period. Cash
flows beyond the five-year period are extrapolated using
the estimated growth rates stated below. The growth rate
does not exceed the long-term average growth rate for the
business in which the CGU operates.

Key assumptions under for value-in-use calculations are:

Gross margin 8% per annum
Growth rate 5% per annum
Discount rate 5% per annum

The VSC Group’s management determined budgeted gross
margin based on past performance and its expectations for
the market development. The weighted average growth rates
used are consistent with the forecasts included in industry
reports. The discount rates used are pre-tax and reflect
specific risks relating to the relevant segments.

18

120

mE (|)
B 2 18

BEOEERBEM T ZEREREBDHERZ
BlEsSEReELEM-

BIEESKBEzHENREEURPE A ZH
BEEMHNIDML - BE_ZTTRF=H
=+—RLEFE ARURFEAEZ ZHER
BOBRREELBUHREZEEE  HEBRE
A e

ReELEM KRB SEDREECAEER
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MBRERME
INVESTMENTS IN SUBSIDIARIES 19 RMBARZRE
Company
ARF
2007 2006
—EBLF —TERF
HK$’000 HK$’000
T# T F#E T
Unlisted shares, at cost LTS - KA 71,746 71,746
Due from subsidiaries FEWB B A T 457,466 412,370
529,212 484,116
The amounts due from subsidiaries are unsecured, non- UMM B AR 2 RIBAEER  TEHFE R
interest bearing and without predetermined repayment terms. MIEFE BN -
Details of the principal subsidiaries as at 31st March 2007 RZTET+LF=A=F+—AZFEMNBRAF
were: BR:
Percentage of
Place of Issued and fully equity interest
incorporation and paid share capital/  attributable to
Name operations registered capital ~ the VSC Group (i) Principal activities
BEER
FEM AR L R BRTRAR bz A ER
i1 BEmE R, R A ERal()] TEXHB
Dongguan Van Shung Chong Steel Mainland China HK$36,190,000 60% Processing of rolled flat steel
Products Co., Ltd. (iii) B A 36,190,000 7T products
REBIES 30 H 5 @A B2 A i) SHERMT
Guangzhou Shenchang Metal Mainland China RMB46,500,000 42% Processing of rolled flat steel
Products Co., Ltd. (iii) B A A K #46,500,0007T products
BN E &8 Bl A R A B (i) SHERMT
Leisure Plus International Trading Mainland China US$200,000 100% Trading of sanitary wares
(Shanghai) Co., Ltd. (iii) B A 200,000 7T EEZA
FIMEEBRES (LF)FRAD R
Shanghai Bao Shun Chang International  Mainland China US$3,000,000 66.7% Stockholding and trading of
Trading Co., Ltd. (iii) B A 3,000,000 7T steel
FBEIEERRE 5 H R A i) BHEREZEAM
Tianjin Van Shung Chong Metal Products Mainland China HK$33,000,000 57% Processing of rolled flat steel
Co., Ltd (jii) B A, 33,000,000 7T products
REBIES £ B & A R A7) SHERMT
Tomahawk Capital Limited Hong Kong HK$10,000 100% Finance business
R (BE)ERAA B 10,0007% 7T RBEB



19

122

INVESTMENTS IN SUBSIDIARIES (Continued) 19 RKEBARzZ&E (&)

Percentage of
Place of Issued and fully equity interest
incorporation and paid share capital/  attributable to
Name operations registered capital  the VSC Group (i) Principal activities
BEER
MR IR BRITRER i 2 RAER
i1 BEwE BRA R A B 2 H(i) TEXEH
Van Shung Chong (B.V.l.) Limited British Virgin US$6 100% Investment holding
Islands 6% T REZK
HBRAHE
Van Shung Chong Hong Limited Hong Kong HK$2,000 ordinary ~ 100% Trading of steel, and provision
BIEETTARAR 0 HK$10,000,000 non- of management services
voting deferred (ii) BEEMMERREEERE
2,0007% 7T & i R
10,000,0007% 7T &
18 2 1T 1R i)
Vantage Godown Company Limited Hong Kong HK$200,000 100% Provision of warehousing
B s 2 BRAF a5 200,000/ 7T services
RERERY
Vanyee Building Products (Macau) Macau MOP900,000 82% Trading of sanitary wares
Co., Ltd. P 900,000 7T BEEZA
BEEEMH AP BER LA
VJY Telecommunication Equipment Mainland China HK$15,000,000 100% Manufacture of enclosure
(Shenzhen) Company Limited (iii) Bl A3 15,000,000/ 7T systems
SRRBARE ORI B R 2R (i) BLER MR B
VSC Advanced Material (Kunshan) Mainland China HK$39,000,000 60% Processing of rolled flat
Co., Ltd iii) Bl A 3 39,000,000/% 7T steel products
BIEE =2 ME (B 1) &R 2R i) SHEMMT
VSC Building Products Company Limited Hong Kong HK$2 100% Trading of sanitary wares and
BIEEREMBERRA ) 2T kitchen cabinets and kitchen
cabinet installation
BERANGREARTERE
VSC Plastics Company Limited Hong Kong HK$2 100% Trading of plastic resins
BIEEZBAERAR ) 28T BEEYER
VSC-Ryerson China Limited British Virgin US$15,000 60% Investment holding
BIRE —mBETEFRAA Islands 15,000% 7T REEKR
RBRARS
VSC Shinsho Company Limited Hong Kong US$9,646,200 42% Trading of processed rolled flat
EIEEMEAER AT N 9,646,200 7T steel products

EEMISHES
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19 INVESTMENTS IN SUBSIDIARIES (Continued) 19 RKEBARZEE (&)

Percentage of
Place of Issued and fully equity interest
incorporation and paid share capital/  attributable to
Name operations registered capital ~ the VSC Group (i) Principal activities
BEES
MR BRITRERE EiE 2 RAES

L BEwE BRA,FERRA B 4 (i) TEER

VSC Steel Company Limited Hong Kong HK$38,000 ordinary  100% Stockholding and trading of

BIEEHEFRAA Bk HK$20,000,000 non- steel

voting deferred (ii) FHREEMM
38,0007 7T & i ik

20,000,0007% 7T %

% 2RI T AR (i)

VSC Steel (Shenzhen) Co., Ltd. (iii) Mainland China HK$20,000,000 100% Stockholding and trading of

SIEE i ORYN) A R A R (i) FE A 20,000,000% 7T steel

VSC Steel Products Company Limited Hong Kong HK$2 60% Trading of processed rolled flat

BEERENRERD ) 25T steel products

BEENISHER

VSC Steel (Shanghai) Co., Ltd. (iii) Mainland China US$5,280,000 100% Stockholding and trading of

DEHERES (LB)ARAAG) FEAM 5,280,000% 7T steel

VSC Trading (Shezhen) Co. Ltd (iii) Mainland China HK$2,400,000 100% Trading of plastics and

®EE 5 (ORI B R A (i) Bl A 2,400,000 7T stockholding of sanitary

wares
BEEERNFHRA

Notes: B 5

(i) The shares of Van Shung Chong (B.V.1.) Limited are held directly by the 10 Van Shung Chong (B.V.1.) Limited Z B {3 1 745 23 7 &
Company. The shares of other subsidiaries are held indirectly. BE -HHWBARZRABBRERS -

(ii) These non-voting deferred shares are owned by the VSC Group. The (ii) WEERERREROMEI S MRS - ER=E
non-voting deferred shares have no voting rights, are not entitled to any BERGIEBER . fEEREEESZRARE
distributions upon winding up unless a sum of HK$2,000,000,000 per HBIEETERARNLARSEARES ESRLA
share has been distributed to the holders of ordinary shares for Van 7:2,000,000,0005% 7T~ & 3 & JE S MM B E A 72
Shung Chong Hong Limited or a sum of HK$10,000,000,000 has been 2 5m AR A B 5 IE10,000,000,0005 7T 2 2 EE ) o

distributed to the holders of ordinary shares for VSC Steel Company
Limited.
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19 INVESTMENTS IN SUBSIDIARIES (Continued) 19 RKEBARZEE (&)

(iif) Dongguan Van Shung Chong Steel Products Co., Ltd. is a contractual (iii) REBIEEWMEMERAR D —BRFE AU T
joint venture established in Mainland China with an operating period of RN E KEHAUE E_T—hAFI-
24 years to 2019. Guangzhou Shenchang Metal Products Co, Ltd is a co- BMNEESLBRMARAR T —HMRPERMAK L2
operation joint venture established in Mainland China with an operating FONEELE KL AOFE E_TWN=F1F-F
period of 50 years to 2043. Leisure Plus International Trading (Shanghai) MKEBRES (E8)ERARRESHEARES (L
Co., Ltd. and VSC Steel (Shanghai) Co., Ltd. are wholly foreign owned BIAERDATIRPBEIAMBK L ZIERE KEH
enterprises established in Mainland China with an operating period of 20 RF EZZT_=Ft- tEBEIEEERESER
years to 2023. Shanghai Bao Shun Chang International Trading Co., Ltd. AR —HRFEAMKIZEEEERE KEH
is an equity joint venture established in Mainland China with an operating ROF E_ZT—NF - REEEEBHRER
period of 20 years to 2014. Tianjin Van Shung Chong Metal Products Co., AR —ERFRBE R 2 INE - K% HR50
Ltd. is a wholly foreign owned enterprise established in Mainland China F OE_LTRA_FIt-BRRBAKE CRINDBERA
with an operating period of 50 years to 2052. VJY Telecommunication AN —HERPEAMK L ZINERE  EERR15F
Equipment (Shenzhen) Company Limited is a wholly foreign owned EZT-AFL-BEESFHMB(BL)ARA A
enterprise established in Mainland China with an operating period of 15 Th— R B A 2 INE % 4K 4 H B50%F -
years to 2016. VSC Advanced Material (Kunshan) Co, Ltd. is a wholly BT RAFI-BIESWME CRI)BRAR T —MH
foreign owned enterprise established in Mainland China with an operating MR BERMKIZIINELE  KEHANFE E-F
period of 50 years to 2056. VSC Steel (Shenzhen) Co., Ltd is a wholly “hFIE-2BEH (RIDERRAFAD—HRPEA
foreign owned enterprise established in Mainland China with an operating MR ZINERE  KEBRR0F - E_F_MF|F-

period of 30 years to 2035. VSC Trading (Shenzhen) Co., Ltd is a wholly
foreign owned enterprise established in Mainland China with an operating
period of 20 years to 2024.

The above lists the principal subsidiaries which principally FHBAEFrEXEE IBEEE o2& AR
affected the results or formed a substantial portion of the net EEEEBRFEEZALHEEMB AT - &K
assets of the VSC Group. To give details of other subsidiaries RRAIZEERBIEESBE  EBERRARMEA
would, in the opinion of the Company’s Directors and the B AR ZEESFEERANILE
VSC Group’s management, result in particulars of excessive
length.
None of the subsidiaries had any loan capital in issue at any REBE-_EE+FE=A=+—HLEEZFM
time during the year ended 31st March 2007. REA - SRERRSEETAEETERER
20 INTEREST IN AN ASSOCIATE 20 N—REE AT ES
Consolidated
wE
2007 2006
—E2ETLHF —ETREF
HK$’000 HK$'000
T# T T
Investment cost B R A 5,832 5,832
Amount due from/(to) an associate FEdR (FEf) — B & R A 510 (9,396)
The amount due from/(to) an associate is unsecured, non- el (FER) — BB & AT 2 3008 A mE R -

interest bearing and without pre-determined repayment terms. TEAMERSEFETE 2 ERE -
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20 INTEREST IN AN ASSOCIATE (Continued) 20 R—EHEEQATELRS (F)
Details of the associate as at 31st March 2007 were: R-EBEE+F=A=+—HBERNRZFHEA:
Place of Percentage of
incorporation and  Issued and fully equity interest
Name operations paid share capital held indirectly Principal activity
BR8] BEETR BESERE
£ 1 R B R R A EREDL TEER
Changshu Baoshunchang Mainland China US$6,400,000 34.9% Processing of rolled flat steel
Electromechanical R A 3, 6,400,0003 7T products
Manufacturing Co., Ltd. (i) RHMERMT
FHREIESHEREFR Q)
Note: B 3E -
(i) Changshu Baoshunchang Electromechanical Manufacturing Co., Ltd is a (i) BEAEIEEHESEER AR T —HER T E AL
contractual joint venture established in Mainland China with an operating ZHIINEERE  KEMRIF EE=0F k-
period of 30 years to 2035.
21 DEFERRED INCOME TAX ASSETS/ 21 EEFMEHREE BFE
LIABILITIES
Deferred income tax assets and liabilities are offset when BEFSEHEERAGBRATRITAGHEE
there is a legally enforceable right to offset current income ReBEBEAEEMNEEEHEEERENR AR
tax assets against current income tax liabilities and when the —RISHET SR EEEE - KEBEER
deferred income taxes relate to the same fiscal authority. The BEBBRZESHOT
balances shown in the balance sheet are, after appropriate
offsetting, as follows:
Consolidated
wE
2007 2006
—EELHF —EER
HK$°000 HK$'000
T# T TE T
Deferred income tax assets: BRIEMBGHEE -
— Deferred income tax asset to be recovered  — #§ 7+ — 1@ A 12 Yg [0 2 & iE
after more than 12 months FEMEE 7,131 10,589
— Deferred income tax asset to be recovered  — ¥+ 18 A WU @ 2 & T
within 12 months st &E 16,198 6,604
_________________________________________________ 23320 17193
Deferred income tax liabilities: BEMBHARE:
— Deferred income tax liabilities to be settled — ¥R+ _EARBEZEL
____aftermorethani2months _ _________PIGBEAEE ________(2301) ___ (2882)
Net deferred income tax assets EREFSHEEFE 21,028 14,811
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DEFERRED INCOME TAX ASSETS/ 21 BEEFBHEE AE (&)
LIABILITIES (Continued)

The gross movements in deferred income tax assets and BEMGSHEERBBERESHMOT :
liabilities are as follow:

Consolidated

Re
2007 2006
ZBELF —EER
HK$°000 HK$'000
THET TET
At 1st April mEA—H 14,811 7,597
Recognised in the consolidated income Wiz a W & PR (M 79)
statement (Note 9) 6,217 2,474
Reversal of deferred tax liabilities arising BoOALE—FEHEBRR
from disposal of a subsidiary FEEZBRIEMSHEE — 4,740
At 31st March R=A=+—H 21,028 14,811
The movements in deferred tax assets and liabilities during RAEENELEFEMEELRBEBEZEE (X
the year, without taking into consideration the offsetting of mEEHERIEERANZAEBENE) T -
balances within the same tax jurisdiction, are as follows:
Deferred tax assets: BEFEMEE
Consolidated
s
Fair value
losses of
investment Cumulative  Decelerated
properties Provisions tax losses  depreciation Total
RENMEZ RitHE
ATEEER BE BB AERE R
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FET FET
At 1st April 2005 RZZETRFEMA—A - 881 13,924 — 14,805
Credited/(charged) to the RERa SR/
consolidated income (%)
statement — 6,101 (2,617) — 3,484
At 31st March 2006/ RZZTRE=A
1st April 2006 =t+-8/
“EERFEA-H — 6,982 11,307 — 18,289
Credited/(charged) to the REFAWERFA S
consolidated income (%)
statement 853 (2,843) 6,571 497 5,078
At 31st March 2007 RZTTLF=A
=+—H 853 4,139 17,878 497 23,367
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MBEERME
DEFERRED INCOME TAX ASSETS/ FEEFTESHEE &fE (F)
LIABILITIES (Continued)
Deferred tax liabilities: REFBHAE:
Consolidated
wE
Fair value gains
Accelerated of investment
depreciation properties Total
REPEZ
I 4T & AT EERE wE
HK$’000 HK$’000 HK$’000
FAT FAET FA&TT
At 1st April 2005 R-_ZEERFMA—H (1,377) (5,831) (7,208)
Reversal of deferred income tax
liabilities arising from disposal of 13 [ [A] 1 & — & Kt B A &) B
a subsidiary SIBZEEMBHRARE — 4,740 4,740
Credited/(charged) to the RERE RS R A (FBR)
consolidated income statement 91 (1,101) (1,010)
At 31st March 2006/1st April 2006 K- ZEZXF=ZA=+—H
S ZEETXEMA—H (1,286) (2,192) (3,478)
Credited to the consolidated
income statement Riga s &RETA 1,139 — 1,139
At 31st March 2007 N_TTLF=A=+— (147) (2,192) (2,339)

Deferred income tax assets are recognised for tax loss carry-
forwards to the extent that the realisation of the related
tax benefit through the future taxable profits is probable.
As at 31st March 2007, the deferred income tax assets
recognised for tax loss of approximately HK$9,648,000 (2006:
HK$9,069,000) can be carried forward indefinitely.

The VSC Group did not recognise deferred income tax assets
of HK$4,233,000 (2006: HK$3,828,000) in respect of losses
amounting to HK$23,696,000 (2006: HK$23,278,000) that
can be carried forward against future taxable income. As at
31st March 2007, the cumulative tax losses of approximately
HK$21,333,000 (2006: HK$13,221,000) can be carried
forward indefinitely while tax losses of approximately
HK$2,363,000 (2006: HK$10,057,000) will expire in five
years.

EIE PRSI A A Ty e AR B AR 75 Ml 2 38 B R 2K
FERTUR NI B IR T A T 8 2 BB RERER -
RZZBZLF=ZA=1+—R ERBELEMF
& 2 /3 T I8 B 18 £99,648,00008 T (ZE TR
% :9,069,000/87T) © Az B A AR B A5 -

2 IE 2 & 3 3 £ 5t £923,696,000/8 T 2 E 1B (=
T TN ¢ 23,278,000 L) MRIELEMBEHE
7 494,233,000 7T (— T Z /X 4 : 3,828,000/8
TL) c RS HEA ALE B IER K EER UK -
R-EZLF=ZA=+—H ZHBEERERY
21,333,000/ 7T (ZEZ /<4 © 13,221,000/8 7T )
A LA 4 IR HA 45 3 1% B ifn 7% 18 /65 18 492,363,00008
T (ZZEZE X4 £ 10,057,00008 7T ) R A F R
R o
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DEFERRED INCOME TAX ASSETS/ 21 EEFEHEE &&E (&)
LIABILITIES (Continued)
On 16th March 2007, the National People’s Congress (RPEAREMBECEMBHENCEMBH
approved the Corporate Income Tax Law of the People’s FIERAREARKXMBEZBARREAER
Republic of China (the “new CIT Law”). The new CIT —EELF=ZATRNEBB-EFCEMNRS
Law changes the corporate income tax rate for domestic BZET RNEGERINEDLEZLEMSEH
enterprises and foreign invested enterprises from 33% & D BB R %L 233%F £25% M15%7 =
to 25% and 15% to 25%, respectively, with effect from 25%  WE —_ZEENFE—F—BHE®ET  FM
1st January 2008. The new CIT Law provides that further BRETH BERSREERIRBEMHAERM:T
detailed measures and regulations on the determination of BERERB N BEE BRREECHHMEF
taxable profit, tax incentives and grandfathering provisions MIEHE RO o FRKR S iz EREINRBIE -
will be issued by the State Council in due course. As and BIEEEEBTEZERINTE (WWE) A
when the State Council announces the additional regulations, THEMEE2Y BEBRSHM 288 - N
the Company will assess their impact, if any, and this change ZZL+F=ZA=+—"H BIEEEEEEER
in accounting estimate will be accounted for prospectively. As BN CEFREMNEANEIEEEE 2 BHR
at 31st March 2007, the VSC Group’s management considers RIEEBZE
that the impact of the adoption of the new CIT law to the VSC
Group’s financial statements is not material.
AVAILABLE-FOR-SALE FINANCIAL ASSETS 22 Tw{#tHECHBEE
Available-for-sale financial assets include the following: AEEEZHBEERE
Consolidated
wme
2007 2006
—EZLHF —EEREF
HK$’000 HK$’000
TE T T 7T
Listed securities — equity securities in Hong Kong &% — & &R A E 5 5,822 4,734
Unlisted securities FEETES 7,170 8,638
12,992 13,372
Market value of listed securities EHESZTE 5,822 4,734
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22 AVAILABLE-FOR-SALE FINANCIAL ASSETS 22 T {4+ ECHEEE (#)

(Continued)

Movements are: el )=
Consolidated
wme
2007 2006
—ETLF —TEREF
HK$°000 HK$'000
FExT T T
At 1st April KREmA—H 13,372 34,101
Additions NE 4 3,612
Disposals g (277) (15,600)
Impairment BE (1,473) —
Write-off & = (1,560)
Net revaluation surplus/(deficit) recognised EREEERZFEGRG
in reserve (Note 34) (&5 18) (Ff7E34) 1,366 (7,181)
At 31st March R=A=+—8 12,992 13,372

As at 31st March 2007, investment in shares listed in Hong
Kong mainly represents approximately 6.6% (2006: 6.6%)
equity interests in North Asia Strategic Holdings Limited
(“NAS”), a company incorporated in Bermuda amounting to
approximately HK$5,132,000 (2006: HK$3,929,000). The
shares are listed on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited.

R-ZBELF=ZA=+—RA REBLHRNH
ZRETEBRILTEBERER AR (T
K1) K6.6% (= T T X F:66%) 2 Kk & #
73 R ERH R5,132,0008 T (ZTTXF -
3,929,000/ 7T ) ° I W /3 — I IX B = M AL
MZRE AREEMERZMAR AT AIZE
RET
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DERIVATIVE FINANCIAL INSTRUMENTS 23 PfTEE£@BMI A
Consolidated
wme
2007 2006
—22tHF et &
Assets Liabilities Assets Liabilities
BE =R BE =R

HK$000  HK$°000 HK$000 HK$'000
TR TEx TAT TAET

Put/call options ROLE, RERE
(Note 37(b)) (M9 3E37(b) ) 57,270 56,027 — —
Interest rate instrument F=ETA — 7,592 — —
Forward foreign exchange RHINEGRN —FE
contracts — held for trading [S=0-9::87 1,704 — — 952
Total 4858 58,974 63,619 — 952
Less non-current portion: BWEIEE HBE D
Put/call options ROEHE R
(Note 37(b)) (Mt 3E37(b) ) (57,270) (56,027) — —
Interest rate instrument FMZETE — (7,592) — —
Forward foreign exchange
contracts — held for RHINEEL —
trading BEEEERRZ = = — (736)
Current portion & H =615 1,704 — — 216
Company
b N
2007 2006
—EELF —EEREF
Liabilities Liabilities
=i =R
HK$°000 HK$’000
FE T AT
Interest rate instrument METE 7,592 —
Less: non-current portion W IEE BE D (7,592) —

Current portion & B & D — —
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DERIVATIVE FINANCIAL INSTRUMENTS
(Continued)

Trading derivatives are classified as a current asset or
liability. The full fair value of a derivative is classified as a
non-current asset or liability if the remaining maturity of the
underlying item is more than 12 months, and as a current
asset or liability if the maturity of the underlying item is less
than 12 months.

The maximum exposure to credit risk at the reporting date is
the fair value of the derivative assets in the balance sheet.

(a)

(b)

The interest rate instrument is embedded in the long-
term bank borrowing which amounted to approximately
HK$35,100,000 (2006: Nil) as at 31st March 2007.
Interest is charged on the bank borrowing if the 10-year
United States dollars (“US$”) interest swap rate is
0.05% less than the 2-year US$ interest swap rate (the
“charging criterion”) on the same date and it depends
on the number of days in which the charging criterion is
met. No interest is paid for the year ended 31st March
2007 (2006: Nil).

The fair value of the bank borrowing and the
outstanding interest rate instrument at 31st March
2007 were HK$42,692,000 (2006: Nil). The fair value
loss on the interest rate instrument of approximately
HK$7,592,000 as of 31st March 2007 is recognised in
the consolidated income statement.

The notional principal amounts of the outstanding
forward foreign exchange contracts at 31st March 2007
are HK$344,239,000 (2006: HK$752,602,000). Gains
and losses on forward foreign exchange contracts as
of 31st March 2007 are recognised in the consolidated
income statement. The maturity date of the forward
foreign exchange contacts is generally within 12
months from the balance sheet date.

23
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MBEEME

£4RIA (&)

EMMTETEDBEARDEERAGB - HH
ﬂ/'?léi B e R R B R R12(E B - RIE 0T A&

FEESBRIRBEERRME

AR ERIEE R GBE O M2EA - BlD
BRARHEELEE -

ERSAY FERARNERSEABAEREE
BERATEEENAFER:.

(a)

(b)

R-ZZZBLF=ZA=1+—81" ﬁilﬂ
B) A 7£ 4935,100,000/ 7T (ZZE T X F ¢
E)ZRHPRTEET - FEBIHEER
HEEMRREA—-RAEXTZ T Fi2 817

T ETT
HEED
MR

2 A 42 B A R {K0.05% (52
MABZXHEDIRFHFA
WA - BE_ZTTLF=H

=T —BHEFE WEINHE-

RZEZELtF=RA=+—H RTHE
ERABHMZANERTAZAFEBES
42,692,000 L (ZZEZERNF 1 E) - RN
EELHF=ZA=+—RB FNEXITAEZA

$F@%hmn%mm%ma A U

7 R R

RZEZLF=ZA=+—H WMEZE
HIMNE S #) 2 5% E A £ 58 5344,239,000
It (= T ZT N4 - 752,602,000 7T ) ©

RZZETZLF=ZA=+—0 HEAEH
SNEZBEBCREARAERTHER - E

HINESR

DA -REELEERR

12 A A -
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INVENTORIES 24 ®FE
Consolidated
wme
2007 2006
—EELE —ZTERF
HK$°000 HK$’000
F#E T T
Raw materials R+ 208,872 189,918
Work in progress B g 19,761 37,274
Finished goods 2URK 359,239 287,112
587,872 514,304
The cost of inventories recognised as expenses and included FERAEBRAAILEEBRERGERER
in cost of sales in the consolidated income statement 2 $H & X AN R #494,449,055,000/8 7T (Z 2 E X
amounted to approximately HK$4,449,055,000 (2006: £ 1 4,270,793,000/8 7T ) °
HK$4,270,793,000).
As at 31st March 2007, inventories of approximately RZZTTLF=A=+—H - #62,724,0007%
HK$62,724,000 (2006: HK$32,975,000) were pledged as L (ZZTZTNF £ 32,975,00008 ) 2 17 & A M
collaterals for certain of the VSC Group’s short-term bank BREIEEEB v RHRTERRETHEEA
loans, and certain inventories were held under trust receipts ELAEE B IRITE R T#E (M:Es1) -
bank loan arrangements (Note 31).
DUE FROM/TO CUSTOMERS ON 25 EW EREFZREEHNIR
INSTALLATION CONTRACT WORK
Due from customers on installation contract work consisted BREP2ZEAHNIRBE:
of:
Consolidated
®E
2007 2006
—EE2tHF gAY
HK$°000 HK$'000
T#& T T T
Costs plus recognised profits less BN E HER 2 i A
foreseeable losses A TE RES 1B 162,785 161,434
Less: Progress billings received and receivable g : B W & f& Uk 2 # fE BR 3K (158,850) (153,109)
3,935 8,325
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DUE FROM/TO CUSTOMERS ON

INSTALLATION CONTRACT WORK (Continued)

Due to customers on installation contract work consisted of:

Notes to the Financial Statements
BB ERNE

25 B/ BEREFZREANIRE (&)

BNEPZLZEANTIREE

Consolidated

®E

2007 2006

ZEEBLF ZEEREF

HK$’000 HK$°000

T T T T

Costs plus recognised profits less XA 0B R 2 v Fl

foreseeable losses B TE R 1A = 945
Less: Progress billings received and receivable i : & U & fE U 7 i ZBR 3K — (1,047)

— (102)

TRADE AND BILL RECEIVABLES

Sales are either covered by (i) letters of credit with bill
payable at sight or (ii) on open account with credit terms of 15

to 90 days.

Ageing analysis of trade and bill receivables are as follows:

26 EWERARERE

HEHUOHRZNF ZEAE i)k 7 R
T EEH RN TI15290H 15 -

EREREERZREDFTET

Consolidated

®E
2007 2006
—EBLF —ZTTREF
HK$’000 HK$'000
F#& T T
0 to 60 days 0-60H 558,971 472,646
61 to 120 days 61-120H 161,031 175,263
121 to 180 days 121-180H 13,837 42,741
181 to 365 days 181-365H 23,649 19,631
Over 365 days B 3#365H 31,606 34,439
789,094 744,720
Less: Provision for impairment of receivables L R U RR OB (B B R (19,742) (15,105)
769,352 729,615

The carrying amounts of trade and bill receivables

approximate their fair values.

EUERERR 2 RASEEEAFEERS -
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TRADE AND BILL RECEIVABLES (Continued)

Included in trade and bill receivables as at 31st March
2007 were retentions from installation contract work of
approximately HK$1,654,000 (2006: HK$2,393,000), which
were not due for collection until satisfaction of the conditions
specified in the underlying contracts.

There is no concentration of credit risk with respect to trade
and bill receivables as there are a large number of widely
dispersed customers.

During the year ended 31st March 2007, the VSC Group
recognised a loss of HK$7,441,000 (2006: HK$3,912,000)
for impairment of its trade receivables, which is included in
general and administrative expenses in the consolidated
income statement.

Trade and bill receivables are denominated in the following
currencies:

26

134

BUERARRERS ()

RZZBZELF=ZA=+—R BEEEEKE
R KRB N 41,654,000 7T (= F T XF
23980008 L) RLEKAN IR ZRESR &
SREBEEEREQMBRZIETET TR
@ o

HREEREZDHZEE  BEREREREL
BEESETRR-

HE_ZTHF=A=+—HILFEHH" &
JIE & & B B 73R8 497,441,000 7T (ZTTRF ¢
3,912,000 L) 2 MR R 2 MEEE - ttF
BREEREBESAKRART Z - RETHRXE
A o

RUEFEREES TIEY

Consolidated

®E
2007 2006
—EELF —EEREF
HK$°000 HK$'000
T#E T AT
Hong Kong dollar BT 271,320 262,800
Chinese Renminbi AR 372,965 295,783
United States dollar X 141,728 183,426
Others H A 3,081 2,711

789,094 744,720
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27 PREPAYMENTS, DEPOSITS AND OTHER

Notes to the Financial Statements

MBEEME

27 AR RERHMBERERR

RECEIVABLES
Consolidated
wE

2007 2006
—EELF —ZETREF
HK$°000 HK$'000
F#E T &I
Prepayments for purchases T8 T ER B R IE 138,340 115,406
Dividends receivable B W B 1,923 1,589
Value added tax receivables JE L 3% B B¢ 4,116 12,127

Consideration receivable arising from disposals H & — B QA F1E TR
of certain interest in a subsidiary S| Bz EKKE 7,800 2,102
Other receivables and advances E b B U [ B 57,057 20,765
Other deposits and prepayments Emize RIENRIE 8,192 21,213
217,428 173,202

The carrying amounts of prepayments, deposits and other

BNFE ZeREMEERER 2T SR E

receivables approximate their fair values. HATEERE -
28 PLEDGED BANK DEPOSITS/CASH AND 28 CEFBTER RELREEE
CASH EQUIVALENTS
Pledged bank deposits and cash and cash equivalents are EERARTEFIEBHeRREEFERE TIE
denominated in the following currencies: -
Consolidated Company
®E /N
2007 2006 2007 2006
-2t —EER —EE2L —EER
HK$°000 HK$’000 HK$°000 HK$’000
T#E T T T THET T T
Hong Kong dollar BT 24,141 43,341 432 163
Chinese Renminbi AR HIE 119,430 96,226 — —
United States dollar e 187,732 37,342 11,569 10,296
Pound sterling e 23 23,474 — —
Others Hitb 3,098 4,263 — —
334,424 204,646 12,001 10,459
As at 31st March 2007, bank deposits of approximately RZZBEZLEF=ZA=T—H EREBIEESE

HK$26,081,000 (2006: HK$5,896,000) (Note 31) were
pledged as collateral for the VSC Group’s banking facilities
and approximately HK$3,769,000 (2006: HK$194,000) was

restricted as custom deposits in Mainland China. TZTN4F 194,000 7T ) ©

R1715 B G 2 3R 17 17 5K 4926,081,000% 7T
(ZZZXF : 5,896,000/ T ) (M 5£31) K rh
A5 B R 78 & 2 PR I35 € £93,769,000/8 7T (=
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PLEDGED BANK DEPOSITS/CASH AND
CASH EQUIVALENTS (Continued)

As at 31st March 2007, cash and bank deposits totalling
approximately HK$119,430,000 (2006: HK$96,226,000)
were denominated in Chinese Renminbi, which is not a
freely convertible currency in the international market and its
exchange rate is determined by the People’s Bank of China.

The effective interest rate on bank deposits was 3.8% (2006:
4.0%). These deposits have an average maturity period of 30

days (2006: 30 days).

TRADE AND BILL PAYABLES
Payment terms with suppliers are either on letters of credit or
an open account. Certain suppliers grant credit period ranging

from 30 to 210 days.

Ageing analysis of trade and bill payables are as follows:
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28 BHEFRTER RERALEE (H)

R-ZBLFE=A=+—0 B

EESRE 23R

© RIRITF R P X F119,430,0008 T (ZEZF

JNAF 96,226,000 7T ) A A R

BT

REREMZERLBRAEREATEAR

RITEE -

RITERZEBRN X B38% (=TT RNF:

4.0%) c WETFRZFHEHE A
NEF 1 30K) e

29 ENRARERE

30K (ZEF

BEREHEAEAEXCETNET  ETH

2 EEBN F0E2108 T %

EREFRRERZREDTOT

o

Consolidated

®Ee

2007 2006
—EELHF —ZEETREF
HK$’000 HK$'000
FE T FHET
0 to 60 days 0-60H 228,077 134,022
61 to 120 days 61-120H 42,860 33,298
121 to 180 days 121-180H 21,412 19,063
181 to 365 days 181-365H 3,350 438
Over 365 days B 3E365H 5,332 2,975
301,031 189,796

The carrying amounts of trade and bill payables approximate FENERNMEECEMSEAE AN EEES °

their fair values.
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MBEEME

29 TRADE AND BILL PAYABLES (Continued) 29 ENERIRERE (E)
Trade and bill payables are denominated in the following EAERLRZEERES TIEE:
currencies:
Consolidated
wme
2007 2006
—EELHF ZETREF
HK$°000 HK$'000
T#E T T T
Hong Kong dollar BT 23,634 28,126
Chinese Renminbi AR 85,785 33,369
United States dollar ETT 191,612 128,301
301,031 189,796
ACCRUED LIABILITIES AND OTHER PAYABLES 30 E:EEREMENERR
Consolidated
®E
2007 2006
—EELF —EEREF
HK$°000 HK$'000
T # T TFAET
Accrual for employment costs FEETE B KA 4,944 5,972
Accrual for operating expenses JEETEEE S H 25,813 25,328
Value added tax payables FE S IZ(E B 9,830 14,616
40,587 45,916
The carrying amounts of accrued liabilities and other payables EAEERAMENERCRESEHEAANT

approximate their fair values.

EEMRE -
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BORROWINGS 31 EE
Consolidated
wme
2007 2006
—ETtHF ZTEREF
HK$°000 HK$’000
FE T T T
Bank loans RITER
— Trust receipts bank loans, secured — R WEETER  BF/ 472,835 539,520
— Short-term bank loans, secured —RERITER  HHEH 203,052 218,999
— Long-term bank loan, unsecured, — RHERTENR S8ERN
current portion EHE D 7,800 —
L __________potuesny = _ 758519
Other loans HMER
— A minority shareholder of a subsidiary, — —BEWB AR Z L&
___msecured _ _________________BR-mE&R& = 11,700
683,687 770,219
Long-term bank loan, unsecured, repayable RERITE R - S|IEHH - B
HmT
— within one year ——FR 7,800 —
— in the second year —F_F 7,800 —
— in the third to fifth year — FE=ZFEFERF 19,500 —
35,100 —
Less: Amount due within one year included B —FRNEMNEEREERD
under current liabilities BfEHR (7,800) —

27,300
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B 4R R P
31 BORROWINGS (Continued) 31 BE (&)
Company
b NN
2007 2006
e 3 ZETXREF
HK$°000 HK$’000
T#E T T
Long-term bank loan, unsecured, repayable RERITER - |EFH - B
BB

— within one year ——FR 7,800 —
— in the second year — B -F 7,800 —
— in the third to fifth year — F=ZFFERF 19,500 —
35,100 —

Less: Amount due within one year included W FANEMEEBEERE
under current liabilities BfEH (7,800) —
27,300 —

The VSC Group’s bank borrowings are secured by:

(i) pledge of buildings the VSC Group of approximately
HK$12,645,000 (2006: HK$25,307,000) (Note 15);

(i)  pledge of leasehold land and land use rights of the
VSC Group approximately HK$12,554,000 (2006:
HK$12,730,000) (Note 17);

(iii)  pledge of the VSC Group’s inventories of approximately
HK$62,724,000 (2006: HK$32,975,000) and certain of
VSC Group’s inventories held under trust receipts bank
loan arrangements (Note 24);

(iv) pledge of the VSC Group’s bank deposits of
approximately HK$26,081,000 (2006: HK$5,896,000)
(Note 28) and;

(v)  guarantees provided by the Company.

BB S & B ZRITHE KA T IS EEEI -

()

(i)

(iii)

(iv)

(v)

BE S % E 2 & £ F 412,645,000/
7T (= F T X £ : 25,307,000/ 7T ) (M 5
15)

BlEEEE2HFAEL R L HbE
P # #912,554,000% 7T (= T & X F -
12,730,000 7T ) (K} 5£17)

EBE S &£ E 2 T E 462,724,000 7T
(ZZE TN : 32,975,000/ 7T ) X IR E 5%
WERTERZEBEZETEE (W
F24)

&g 2 % 8 2 K 3 4R 1717 5 4926,081,000
BT (ZEERF 5,896,000 7T ) (M 3
28) + &

RAAREZFER



31 BORROWINGS (Continued) 31

Borrowings are denominated in the following currencies:
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B8 (&)
fEERE TG :

Consolidated

wEe
2007 2006
—EELF —ETREF
HK$°000 HK$'000
THERT TFAT
Hong Kong dollar BT 453,203 564,118
Chinese Renminbi AR 144,829 151,999
United States dollar E 112,955 54,102
710,987 770,219
The effective interest rates at the balance sheet date are as REER  ERMNEDT :
follows:
2007 2006
—EELHF —EEXRF
HK$ RMB (VETS HK$ RMB US$
BT AR EY T AR E7T
Bank loans RITEX 4.9% 5.7% 5.9% 4.9% 5.5% 5.3%
Other loan H B — — — — — 4.5%
32 SHARE CAPITAL 32 RAK
Company
AT
2007 2006
—EELE —ETRF
Number of Nominal Number of Nominal
shares value shares value
RHEEE H{E & 1n & B HE
’000 HK$°000 000 HK$'000
T B FET T & FAET
Authorised (Ordinary shares of X F (F &R EE0.10/5 7T
HK$0.10 each) 2 EE) 1,000,000 100,000 1,000,000 100,000
Issued and fully paid (Ordinary B2ETRER (BkE
shares of HK$0.10 each) 20.10/8 T 2 EBA%) 368,605 36,861 368,605 36,861
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33

SHARE OPTIONS

The VSC Group has a share option scheme under which it
may grant options to any person being an employee, agent,
consultant or representative (including executive directors
and non-executive directors) of the VSC Group to subscribe
for shares in the Company, subject to a maximum of 30% of
the issued share capital of the Company from time to time,
excluding for this purpose shares issued on the exercise
of options. The exercise price will be determined by the
Company'’s board of directors and shall be at least the highest
of (i) the closing price of the Company’s shares quoted on
The Stock Exchange of Hong Kong Limited on the date of
grant of the options, (ii) the average closing prices of the
Company’s shares quoted on The Stock Exchange of Hong
Kong Limited on the five trading days immediately preceding
the date of grant of the options, and (iii) the nominal value of
the Company’s shares of HK$0.10 each.

33
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MBEERME

B

REEIREEE 2 BRESE BIESKET
ETBREESEZEMES REBA BEEX
REX(BEHRATESERIFATES)UABER
RAEZBD  MAGRBTEEHTARAMR
10 230% (1T {0 BB AR P B AT A BR AN ) » 1T {2
BEAARREFTSETERRDBRATIIH
BRERE ()VEARBRRMONELRTERE
EREABMERZABRABMIZETE
(ARARORBERZREE TREBRER A
TEAXZAEERBHEXIMERRAMI 2
W E ¢ K (ii) A 2 R B E E S RR0.10/E

I °©

Movement of share options are: EREEEmT
Subscription
price per Beginning End of
Date of grant  Exercise period share of year Granted Lapsed year
BFAH TS BRITEE £9 B A% ##£
HK$ '000 '000 000’000
BT F1p T T Fh
13th September  13th September 2007t0 —TEEXFE —TE+FAAT=HZE 0.9 — 8800 (100) 8,700
2006 12th September2016 ~ WA+=H ZT—-AFAA+=H
19th September  19th September 2005t0 —ZTZT=F —TTREA[TNAZE 1.418 1,300 — — 1,300
2003 18th September 2013 ~ LWA+AH ZT—=FAA+/\H
2nd May 2003 2nd May 2003 to —EER=F —EE=-FRA-HE 0.98 7,250 — — 7,250
1st May 2013 HAZH ZT-=FHAR-H
7th May 2003 7th May 2005 to ZTT=F CZZTRAERAtAZ 0.97 5,100 —  (495) 4,605
6th May 2013 AAtA —T-=FRAAH
13,650 8,800 (595) 21,855
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33 SHARE OPTIONS (Continued) 33 BERE (&)
The fair value of options granted was determined using the BaEEMEBTTERBERERARF KA
Binomial Model by Vigers Appraisal & Consulting Limited, “HAEBNETERBERENRIFTEE - HA
independent valuers. The significant inputs into the model ZEREEHEOREREARE 17EE
were share price at the grant date, exercise price, expected TEEEEEEE THEBERENGITEREE
exit rate of employee, estimated trigger price of exercising of IEIRETEET R B REXRFEERR S
option, expected life of options, expected dividend payout rate R FBBRIE—FAFARERTSITMEE -

and annual risk-free rate. The volatility measured is based on
statistical analysis of daily share prices over a period of one

year.
34 RESERVES 34 f#fE
Consolidated
&8
Cumulative
foreign
Share Capital Investment currency
Share option redemption Statutory Capital revaluation translation Retained
premium reserve reserve reserves (i) reserve reserve adjustments earnings Total
R BRE SXEE BX  RESR ES-0 RE
BE A e EEREQ) R #E  EARE 27 @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
THET TAERL FHET TEL THR FET FET FTHEL TER
At 1st April 2006 RZETRE
mA—A 313596 1,071 77,203 11,126 58,355 250 (608) 217,601 678,594
Profit for the year F 8% Fl - — - - - - — 70627 70627
Transfer from retained BRARERT
earnings - — - 1,467 - - - (1,467) -
Share option scheme — B fRiEET 8] —
value of services RBEE — 976 — — — — — — 976
Change in fair value of AHNEHBEE
available-for-sale ZATEE
financial assets ZEE — — — — — 1,366 - - 1,366
Dividends paid to equity BNAARRERZREA
holders of the Company 3=} — — — — — — —  (12,164) (12,164)
Currency translation ERERER
differences — — — — — — 6,335 — 6,335
At 31st March 2007 RZETtF
=A=+—8~ 313,596 2,047 77,203 12,593 58,355 1,616 5,727 274,597 745,734
Representing: B
Proposed dividend BERE 9,584
Others Hith 265,013

274,597
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34 RESERVES (Continued) 34 f#E (&)
Consolidated
®E
Cumulative
foreign
Share Capital Investment currency
Share option redemption Statutory Capital revaluation translation Retained
premium reserve reserve reserves (i) reserve reserve adjustments earnings Total
R BRE EXEE BX REER BB RE
HfE e R EEREG it & ERRE B By

HK$'000 HK$000  HK$000  HK$000 HK$000  HK$000 HK$'000  HK$'000 HK$'000
TAT TiEn TAT TAT TAER TAT TAT FTAT Tt

At 1st April 2005 RZZTHF 313,596 1,014 77,203 8,259 58,355 (6,993) (2,647) 205,710 654,497
MA—H

Profit for the year FEREF — — — — — — — 22867 22,867

Transfer from retained BEAREER — — — 2,867 — — — (2,867) —
earnings

Share option scheme — PR ERE — — 57 — — — — — — 57
value of services R EE

Change in fair value of AHHEHBEE Y — — — — — (7,181) — — (7,181)
available-for-sale NTEEZED
financial assets

Investment revaluation — IR HEZHEE — — - — — 14,424 - — 14424
reserve transferred to EZREBERER
consolidated income NREEHHESE
statement upon BEGAkaR

recognition of impairment
loss of an available-for-
sale financial asset

Dividends paid to equity BAARD AR - — — — — — —  (8109) (8,109
holders of the Company EBEEAZKRE

Currency translation EMERER - — - — — — 2,039 - 2,039
differences

At 31st March 2006 RZEER 313,596 1,071 77,203 11,126 58,355 250 (608) 217,601 678,594

=R=1+—H

Representing: B

Proposed dividend 2k 4,055

Others Hi 213,546

217,601
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34 RESERVES (Continued) 34 f#E (&)
Company
NG|
Share Capital
Share option redemption Contributed Retained
premium reserve reserve surplus (ii) earnings Total
BB IR A EARERE
BRHEE e #E BARKG) HKRBEF waE
HK$'000  HK$'000 HK$’000 HK$000 HK$000 HK$000
T T T T T 5T T
At 1st April 2006 RZTERF
mA—A 313,596 1,071 77,203 53,986 11,841 457,697
Profit for the year FEHRF — — — — 15,007 15,007
Share option scheme — R4 AR #E st 2] —
value of services M EE — 976 — — — 976
Dividends paid 2T AR B — — — — (12,164) (12,164)
At 31st March 2007 RZTTLF
=A=+—H 313,596 2,047 77,203 53,986 14,684 461,516
Representing: BiE:
Proposed dividend EZmRKE 9,584
Others Hih 5,100
14,684
At 1st April 2005 RZZETRF
mA—A 313,596 1,014 77,203 53,986 20,429 466,228
Loss for the year FEEIE — — — — (479) (479)
Share option scheme — & iR i 5t &) —
value of services REEE — 57 — — — 57
Dividends paid BT E — — — — (8,109) (8,109)
At 31st March 2006 RZZETRF
=A=+—8H 313,596 1,071 77,203 53,986 11,841 457,697
Representing: BIE
Proposed dividend ZERE 4,055
Others Hh 7,786

11,841




34 RESERVES (Continued)

Notes:

(M)

(i)

Statutory reserves represent enterprise expansion reserve fund and
general reserve fund set up by certain subsidiaries in Mainland China. As
stipulated by regulations in Mainland China, the subsidiaries established
and operated in Mainland China are required to appropriate a portion of
their after-tax profit (after offsetting prior years losses) to the enterprise
expansion reserve fund and general reserve fund, at rates determined
by their respective boards of directors. The general reserve fund may be
used for making up losses and increasing capital, while the enterprise
expansion reserve fund may be used for increasing capital.

Under the Companies Act 1981 of Bermuda, contributed surplus is
distributable to equity holders, subject to the condition that the Company
cannot declare or pay a dividend, or make a distribution out of contributed
surplus if (i) it is, or would after the payment be, unable to pay its liabilities
as they become due, or (ii) the realisable value of its assets would
thereby be less than the aggregate of its liabilities and its issued share
capital and share premium account.

Notes to the Financial Statements
BB ERNE

34 f#E (&)

BEE

(i)

(i)

EERBLDETEABETHBARZCXBRER
B R REFHESMRL - BRPEAWERTHA
RABEAMKREE ZHBRAARARBEER
(REHBAFEBR)PRUBNECERRFEEE
SR-MERES LETHEAEFEETE - — K
REESTAERHEBRREMBRA  MeERRE
A S AT A 1 A A

BEBRE-NAN-FRIFE BARBRASIK TR
BREAA HEHEBEEAT RAXNBREXILBAR
BIEHDIRE - ()BIBE TR EH & T8
XNEHEE KA EEZTEREBEESSEH D
REEARAEBTRARBNDEEREOATEE -
AIBIEE AAER B ME IR - N H DK -
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NOTES TO THE CONSOLIDATED CASH 35 HmEBEREXRKEE
FLOW STATEMENT
(@) Reconciliation of profit before income tax to net cash (@) KRBAMEMNELEEELEZRSFEER
generated from operations is as follows: m
2007 2006
g3 S ZTTRF
HK$’000 HK$'000
FHE T T T
Profit before income tax R 1 A& 93,453 26,597
Interest income S MA (4,982) (4,490)
Interest expense MBS S 41,383 45,959
Depreciation of property, plant and equipment ME - BEERIBEZITE 20,205 19,906
Loss on disposal of property, plant and equipment TEVME BERREZEE 1,044 32
Loss/(gain) on disposal of a subsidiary HE—HRBARZ
B () 3,430 (4,740)
Gain on deemed disposal of a subsidiary RIELE —FHMB QR ZWa (26,024) —
Loss on disposal of certain interest in a subsidiary HE—HNBARSE THEEZER — 198
Gain on disposal of certain interest in a subsidiary e R E R RS TSz K (7,020) (607)
Dividend income from an available-for-sale financial asset —IER] it & Z B 75 & &E 2 K B WA (1,945) (1,603)
(Gain)/loss on disposal of an available-for-sale HE-—RAMHEEZ
financial asset M EEZ (W), /BB (336) 1,560
Fair value gains of investment properties BWEMERANFEBEZ B E (2,000) (11,188)
Impairment loss of an available-for-sale financial asset —IEAHEE M BEEY
FEEE 1,473 14,424
Amortisation of leasehold land and land use right FAE T N 155 e 2 g 466 660
Impairment of goodwill AR RE = 1,437
Change in fair value of derivative financial instruments PMHEERITERATFEBEZEZD (2,275) 4,476
Share option scheme — value of services fER R & — RISEE 976 57
Operating profit before working capital changes BEESCEHIAMZEERF 117,848 92,678
(Increase)/decrease in inventories FEGEMm) RS (73,769) 381,542
Decrease in due from customers on BREFPZREAHIRRD
installation contract work 4,390 6,291
Increase in prepayments, deposits and other receivables 81~ 7018 ~ 2 & & H 4th g Uk
HR Z 38 N (50,648) (8,882)
(Increase)/decrease in trade and bill receivables WX R ER M), (39,849) 7,143
Increase in amount due from an associate JE U — R & A B 0 (510) —
Decrease in loans receivable JE U FOR = 6,491
Increase/(decrease) in trade and bill payables AR REEIE N i) 111,364 (175,142)
Decrease in due to customers on EREFPZREAHNIRRD
installation contract work (102) (840)
(Decrease)/increase in amount due to an associate FERt—FIEE & AR O ),/ (9,396) 9,396
Increase in receipts in advance & W R IE I N 49,490 24,755
Increase/(decrease) in accrued liabilities and BB EREMEMRE
other payables #@hn, GRd) 7,006 (9,378)
Dividend payable to a minority shareholder of a subsidiary & s — & iff B 2 &) 2 — iz
DERRER 2 RS (149) (611)
Write back of dividend payable to a minority shareholder  #f [a] & < — 5 ffi /& A 8] 2 — i
of a subsidiary LEBREZRE 707 —
Net cash generated from operations KEELE RS FR 116,382 333,443
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35 NOTES TO THE CONSOLIDATED CASH 35 SMEHERERWMT (E)
FLOW STATEMENT (Continued)
(b)  In the consolidated cash flow statement, proceeds from by THEHeRERT LEDE BE
sale of property, plant and equipment comprise: RBEMSZRER:
2007 2006
—ETtHF —ETRHF
HK$°000 HK$’000
FET F BT
Net book amount BRHE F A 1,949 86
Loss on disposals of property, plant HEYE BEX
and equipment B2 BB (1,044) (32)
Proceeds from disposal of property, plant HEYE BMEX
and equipment R A PTS RIR 905 54

(c) During the year ended 31st March 2006, the VSC
Group disposed of its 100% equity interest in a
subsidiary for a consideration of approximately
HK$34,593,000. Details of the net assets of the
subsidiary as at the date of disposal were:

(c) BE-_ZZAFZAZ+—ALFEH
M -8EESEEE —HHBAR 2
B RS - R {8 #934,593,000/% JT ;%Ki B
ARREERZFEEFEA

HK$'000
FHE T
Investment properties BEYE 34,288
Prepayments, deposits and other receivables TART IR - R E KA E YRR 83
Cash and cash equivalents RekReEE 360
Accrued liabilities and other payables & &R E BT BR R (100)
Current income tax liabilities EHAERAE (38)
Deferred income tax liabilities BEEFTS R AR (4,740)
Net assets disposed of Tt E 2 FEE 29,853
Analysis of net cash inflow in respect of disposal of the FEHE LB AT ZH SR AFEE
above subsidiary was as follows: DT
HK$'000
T
Consideration for the disposal HEZNRE 34,593
Less: Cash and cash equivalents disposed of B MHECZHSREASEE (360)
Net cash inflow IR &R A 34,233
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NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT (Continued)

(d) During the year ended 31st March 2007, the VSC
Group disposed of its 100% equity interest in a
subsidiary for a consideration of approximately HK$8

143

35 HREBRTRERME (&)

(d BE-_ZZLF=A=+—HIEFEH
Ml - BIESSELE-—HNBRARZM
Bz RENGET - ZMB QRN T

Details of the net assets of the subsidiary as at the ERAZFEEFBAR:
date of disposal are:

HK$'000

A& T

Property, plant and equipment Y BB REE 7,474
Inventories T8 201
Trade receivables JE L2 BR 5K 112
Prepayments, deposits and other receivables TEFFRIE - R & E b FE YRR 5K 8,345
Cash and cash equivalents HekREEE 153
Trade payables JFE A BR 3K (129)
Accrued liabilities and other payables FEET B & K E fh FE AT BR 3K (12,335)
Minority interest L BB R = (391)
Net assets disposed of FTHEZFEE 3,430

Analysis of decrease in cash and cash equivalents

HEHE LAMBARZRERESSE

in respect of disposal of the above subsidiary is as B2RLATMAT
follows:
HK$’000
F BT
Consideration for the disposal HEZRE —
Less: Cash and other bank deposits disposed of B T E 2 Re REMRITIER (153)
Decrease in cash and cash equivalents RBe KRB EEZRD (153)

ACQUISITION OF ADDITIONAL INTERESTS
IN A SUBSIDIARY

During the year, the VSC Group acquired additional interest
in CAMP (BVI) Company Limited (“CAMP (BVI)”) at a
consideration of approximately HK$30,576,000, bringing the
VSC Group’s equity interest of 95% as at 31st March 2006 to
100% as at 31st March 2007.

36 HEEFE-BHWEARZER

ANFEEZH B BIEE % B L 430,576,0007
7T 2 X & # ¥ CAMP (BVI) Company Limited
(fCAMP BV Yz #E & FEIEE & EF X
CAMPBV)Z BREBHR _TTEF=-A=+—
H295%  #HE_TT+F=-A=+—HZ
100% °
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37

ACQUISITION OF ADDITIONAL INTERESTS 36 EHF-—EHNELAERE (H)
IN A SUBSIDIARY (Continued)

Details of fair value of net assets relating to the additional BB FHCAMPBV)EMNER 2 FEEZ AT
equity interest in CAMP (BVI) acquired and the related BE UKBBEEEFBOT
goodwill are as follows:

HK$'000

FHET

Cash consideration BERE 30,576
Less: fair value of net assets acquired BB AFEECATEE (6,149)

Goodwill (Note 18) 2 (ff5E18) 24,427

DISPOSAL/DEEMED DISPOSAL OF CERTAIN 37 H& "H{EHEMBATE TER
INTERESTS IN SUBSIDIARIES

(a) Disposal of certain interest in a subsidiary (a) HE—EHEBEARE TER

During the year, the VSC Group disposed of its 10% ATFEFEHHE BEEEEUEEBLD
equity interest in VSC Hotel Investments Limited 7,800,000 THEH —HE2EHAZ
(“VSC Hotel Investments”), a wholly owned subsidiary fff B X A1VSC Hotel Investments Limited
before the disposal, to an independent third-party at ([ VSC Hotel Investments |) 2 10% & 25 T
a consideration of approximately HK$7,800,000 (the BUFEF=FZ(HED MBIEEEEFH
“disposal”), reducing its equity interest in VSC Hotel BVSC Hotel InvestmentsZ # #5 A F§ =
Investments from 100% as at 31st March 2006 to 90% EERF=ZA=1T—HZI100%@HE=ZF
as at 31st March 2007. ZEF=ZA=+—HZ90% °

In connection with the disposal, a minority interest B R E IR & - 49780,0008 7T 2 /)N Bk
of approximately HK$780,000 is recognised in the REZER-_TETELF=A=+—HZ
consolidated balance sheet as at 31st March 2007 and REEEBEBERAER  &47,020,000
a gain on disposal of approximately HK$7,020,000 is BrzHERZER T LF=A
recognised in the consolidated income statement for =t—HBZHEERERANER -

the year ended 31st March 2007.

(b) Deemed disposal of certain interests in a (b) BELHE—RBHBLIRSETESR

subsidiary

During the year, VSC-Ryerson China Limited (“VSC- VSC-Ryerson China Limited ([ VSC-
Ryerson China”) was incorporated and it issued Ryerson China ]) 7 7N F [& B 37 3 8 17
shares to Ryerson Pan-Pacific LLC (“Ryerson”) for 220,651,000/ 7t 2 f% 13 T Ryerson Pan-
HK$220,651,000 and consequently the VSC Group’s Pacific LLC ([ Ryerson]) - At B JE & &
interest in VSC-Ryerson China was reduced from 7 VSC-Ryerson ChinaZ # % F1100%35
100% to 60% as at 31st March 2007. (the “deemed EZFTTHF=A=+—H260%([1R1E

disposal”). HE ) o



37 DISPOSAL/DEEMED DISPOSAL OF CERTAIN
INTERESTS IN SUBSIDIARIES (Continued)

(b)

Deemed disposal of certain interests in a
subsidiary (Continued)

In connection with the deemed disposal, a call option
has been granted by CAMP (BVI) Holdings Company
Limited (“CAMP (BVI)”), a subsidiary of the VSC
Group, which allow Ryerson to acquire 20% equity
interests of VSC-Ryerson China from CAMP (BVI) in
2009. The exercise price of the call option is based on
8 times of the net profit before income tax expenses,
depreciation, amortisation and other adjustments as
stated in the investors’ right agreement (“EBITDA”)
of VSC-Ryerson China for the year ended 31st
March 2007, which is estimated to be approximately
HK$62,400,000 based on the unaudited management
account of VSC-Ryerson China for the year ended 31st
March 2007. In addition, a put option has been granted
to CAMP (BVI) by Ryerson which allow CAMP (BVI) to
sell further 20% equity interests in VSC-Ryerson China
to Ryerson in 2009. The exercise price of the put option
is based on 8 times of the average EBITDA of VSC-
Ryerson China for the year ended 31st March 2007 to
31st March 2009.

As at 31st October 2006, the completion date of the
deemed disposal, the call option and the put option
are recognised as derivative financial instruments,
which amounted to approximately HK$57,749,000
and HK$51,781,000, respectively. The net loss
of approximately HK$5,968,000 arising from the
recognition of the call option and the put option is
included in the net gain arising from the deemed
disposal in the consolidated income statement for the
year ended 31st March 2007.

As at 31st March 2007, the valuation of the call option
and the put option were approximately HK$56,027,000
and HK$57,270,000, respectively. The net gain of
approximately HK$7,211,000 arising from the valuation
of the call option and the put option is included in the
net fair value gain of call/put options in the consolidated
income statement for the year ended 31st March 2007.

The valuations of the call option and the put option as
at both 31st October 2006 and 31st March 2007 were
determined by Vigers Appraisal & Consulting Limited,
independent qualified valuers.
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37 HE RELEMNBELARE TESE

(&)
(b)

BEHE-HEHRBQRE TES (B)

ERELEEEF  BIEESEMHNBE QA
CAMP (BVI) Holdings Company Limited
(TCAMP (BVI)]) # 5 R B8 # - 2 &
Ryersont — T T /1 & MCAMP (BVI)it
BEVSC-Ryerson Chinaf20%f% # - 2 B
# § 7 {8 1B #EVSC-Ryerson China# =
RS F A=+ —HLFERFRE
MAX ME BERKEERNGR
Fr # A th 38 % A 48 A ([ EBITDA |) £98
& M 5 & - i 18 #EVSC-Ryerson China#;

CEELFZA=ZT-—HLEFERK
EREERKRE ZARABEIITEEMRG
#) /62,400,000 T ° It S - RyersonDT\
MCAMP (BVI)# i 3R i # + /v #FCAMP
(BV)# = & T N1 FF M Ryerson#E — # K
£ VSC-Ryerson Chinaf20%f% # ° 2 &
1 #77 £ (8 1R JZ VSC-Ryerson China— %
Tt+tF=-A=+—HEZ-ZZTZThhF=A
=+ — B It ¥ E ¥ HEBITDA#SSE M &t
R

RZZEEZERE+A=+—H BIRELH
EM5EK B Wﬂﬁﬁé& Ul TR A
PTEMY T A - o 54 A57,749,00075 7T
151,781,000 7t - B T R R M R R A
e 1 A A F B 18 495,968,000 T E B
BREBE-_ZZ+tHE=-A=+—HItHF
EHReRzR 2 BELEELENFRE
o

RZIEBEZLEHE=ZF=+—"H8B REEL
SR 0m #0015 (B 9 Bl 4 556,027,000 7T &
57,270,000/ 7T © R B # R ROh A (B
Eiaﬁi‘a—?’ru&zﬁé%’]nﬁ 000/ LB B £

@§_ tﬁ AZ+—BIFELR
&l E= RE/ RLERANFEEDN
ﬁ%ﬁ¢

REREIREER_FTERFTA
=+-BAR-ZZFFELF=ZA=+—0BH
HERABILAE R ML EMERINTE
FEBRBRABEE -
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BB ERNE
38 GUARANTEES 38 HER
Consolidated Company
wmE ARAT
2007 2006 2007 2006
TEELFE —_ZTRE ZEBELFE —TITXRF
HK$’000 HK$'000 HK$’000 HK$’000
F#& T T T F#E T T T
Performance bonds BHERE 1,652 1,612 — —
Guarantees provided by the KARGENBA
Company in respect of banking R TR 1T R &
facilities of its subsidiaries migt 2 ER — — 1,426,787 1,525,559
1,652 1,612 1,426,787 1,525,559
39 COMMITMENTS 39 EiE
(a) Capital commitments (a) EAXRERIE
Capital commitments in respect of property, plant and R BEREEHZEREENT
equipment are as follows:
Consolidated
mE
2007 2006
“EELF ZTTREF
HK$’000 HK$’000
FTET T T
Contracted but not provided for B E] 4V 1E R ERR 3,756 9,742
(b) Commitments under operating leases (b) EEHEARE

Total commitments payable under various non-
cancellable operating lease agreements in respect of
rented premises are analysed as follows:

REERBMEZET TIAMBEERY
e Z R EEBEDITT

Consolidated

®E
2007 2006
—BE2LF —EEREF
HK$’000 HK$’000
THET T T
Not later than one year RE1F 6,775 2,373
Later than one year and not later than five years #114F & K #1545 6,926 515
Later than five years H5FE 2,186 —
15,887 2,888
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39 COMMITMENTS (Continued) 39 RIE (4E)
() Commitments under forward foreign currency (c) EHMNEEEESHRIE
contracts
As at 31st March 2007, the VSC Group had R-_ZEZEL+FE=A=+—H BlEE&
outstanding forward foreign currency contracts to B i & 47344,239,000/8 70 (Z T T N F :
purchase approximately US$44,600,000 (2006: 752,602,000 70) KA1 E 2 RHIINEE
US$97,400,000) for approximately HK$344,239,000 ¥ A # LA B YE B8 B 4944,600,000% 7T (=
(2006: HK$752,602,000), for the purpose of hedging T TN 197,400,000 70) B AE
against the VSC Group’s commitments arising from its IEERBEREZEDHE@ e AEIEL S
trading activities. o
40 RELATED PARTY TRANSACTIONS 40 HBEEATZRS
(a) Transactions @ X5
The following was a summary of significant related HEEBEATCEARGHBENT  HFE
party transactions, which were carried out in the normal RHRRBREIREEEBFEKZERE
course of the VSC Group business: 1RFRHETT
2007 2006
—EE2tF ZTETR
HK$°000 HK$’000
T T T T
Sales of goods and services: EmEERREE (iii)
Sales of goods to a related party (i) [A—BIRFE R FRE 2
BEmEE() — 220,257
Management services provided fora [f] — i 7 i 2 T g B >~
related party (i) EIRAR TS & (i) — 30
Rental service provided for a related  [a) — 5 B8 3& X &) Y EX 2
party (i) & IR 75 2 (i) — 22
Purchases of goods and services: EmRBENRGE (iii)
Purchase of goods from a related m—EREQAARE
party (ii) 5 5 i) 170,670 164,281
Interest received/(paid): Bl (BER)FLE (iv)
Interest received from a related PER—MEHEERFZ
party (i) FE () — 1,154

Interest paid to a related party (ii) BEN—MEBEEQFZ
Fil & (ii) (309) (524)
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40 RELATED PARTY TRANSACTIONS (Continued) 40 EEREEA LT 2Z2XRS (&)

(a)

(b)

Transactions (Continued) @ X% (&)
Notes: fi&E
(i) This company relates to North Asia Strategic Holdings Limited (i) ZAR ML TRBEIERBRABD(EERDE

(“NAS”), which the VSC Group had 6.6% (2006: 6.6%) equity
interests as at 31st March 2007. A director of the Company is
also a director of NAS.

(ii) This company relates to Shinsho Corporation, the minority (ii)
shareholder of VSC Shinsho Company Limited, a subsidiary of
which the VSC Group has 42% (2006: 70%) equity interest as at
31st March 2007.

(iii) Goods and services are sold and purchased at prices mutually (iii)
agreed by both parties.

(iv) Interest expense is determined at commercial rate of (iv)
approximately 5.9% (2006: 5%) per annum on overdue balances.

For the year ended 31st March 2006, interest income was
determined at commercial rate of approximately 2% per annum
on overdue balances.

BiE-R_ZT+F=A=t+t—HBEEXE
HEHEILK66%BE I (ZTTNF :6.6%) &K
ARAN—NEFRALEZER -

ZAmfEnERAeLaME RBIRS
MEARRARZ O EBRE  R_TTHF
ZA=E+-BREIEESEER 42% (=TT
NE 70%) IRAK R 2 B RE] -

EREHERRBLREBRERETERHH
ZBRRETT -

FE ST R F M ELB5.9% (Z BT RF -
5% )t EBEIEHZFIE -

BEZZRE=ZA=+—0 FBRATIZ
ERFMEL2%t BB BB ZFIE -

Year-end balances (included in trade receivables (b) FHREH BEEERERREMER)

and trade payables)

Consolidated
wE

2007 2006

—E2ELHE ZETRF

HK$°000 HK$’000

FE T FAET

Receivable from a related party (i) e W — I 3 A R () — 36,916

Payable to a related party (ii) JE 1<F — Fi] A 3 8 1 (i) 68,757 65,288

Notes: Bt &

(i) This company relates to North Asia Strategic Holdings Limited, (i) ZAREIGBREERERAR (KN A

(“NAS”) which the VSC Group had 6.6% (2006: 6.6%) equity
interests as at 31st March 2007. A director of the Company is
also a director of NAS.

(ii) This company relates to Shinsho Corporation, the minority (ii)
shareholder of VSC Shinsho Company Limited, a subsidiary of
which the VSC Group has 42% (2006: 70%) equity interest as at
31st March 2007.

HE-R-_TTLF=-A=+-HEBEEEH
HEA L HK6.6%W I (ZTTNF :6.6%) &K
RA—UBERRILEZES-

ZAT BB ERASLEME AEIES
HWEERAFZ UL BBRR R-FTLF
ZA=+-BRBIEESEERRL(ZFT
NE 70%) AR ZHBAF -
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40 RELATED PARTY TRANSACTIONS (Continued) 40 EEREEALT2Z2XRS (&)

(¢) Non-trade year-end balances (c) ESELEZFHRER
Consolidated
mE
2007 2006
—EELF —EEXREF
HK$’000 HK$’000
THET T T
Payable to a minority shareholder of a B —HEREAR .z —fL
subsidiary (i) D E IR E() — (11,700)
FEU (1) — R B &
Amount due from/(to) an associate (ii) 2~ Al (i) 510 (9,396)
Notes: Bt 3
(i) The balance is unsecured and bear interest at commercial (i) RAERY MR RIREEN R EF S R
interest rates and repayable on demand. SREY
(i) The balance is unsecured, non-interest bearing and repayable (ii) RERWEER - T A EREREER -
on demand.
(d) Key management compensation d EEEEERMH
2007 2006
—EELF e A S
HK$’000 HK$°000
T T T T
Salaries and allowances e MoERL 8,857 7,560
Bonus B4 1,137 798
Pension costs — defined contribution schemes R {K & K A — R E M ZEHE 156 134
Share option scheme — value of services BRETE — RBEEE 555 51
10,705 8,543
41 EVENTS AFTER THE BALANCE SHEETDATE 41 #£EBH#&=%1E
On 27th June 2007, Fit Team Holdings Limited, a company RZZETEELFANAZ-ZT+EtH BIEE&£EE
of which 50% of its equity interest is held by the VSC Group, B B % B50%# 5 ~ A &lFit Team Holdings
formed a joint venture, China Able Limited, in equal shares Limited 8Nanyang Industrial (China) Limited
with Nanyang Industrial (China) Limited, an independent (EA—BREBAMKRIZBLIE=2)R
third-party company incorporated in Hong Kong, and Marvel Marvel Champ Investments Limited (K & — &
Champ Investments Limited, an independent third-party REABERHESIMAIZBILE=E)N
company incorporated in the British Virgin Islands. China Able R B% 19 — R BX 32 — & % A 7]—China Able
Limited will, through its wholly-owned subsidiary, acquire a Limited ° China Able Limited#§ & i@ —H 2 &
property in Shanghai at a consideration of RMB420,000,000 B Y B A 7 LA E(E A K #5420,000,0004 B —

and hold the property for investment purpose. HAREB2WE  URHBEUERERSR -
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