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For over 50 years, VSC has grown
from a Hong Kong steel trader to
a national player in China. We have
grown our market share in construction
steel and added investments in high-end coil
distribution and processing. We have diversified
our product offer to include engineering plastics and
complemented our construction materials offer to include
BUILDING & DESIGN SOLUTIONS (kitchen, bathroom and
bedroom). Our growth strategy has always included a strong
sense of community and commitment to people. VSC's history has
been built on values like integrity, honesty and respect.

VSC is engaged in a rigorous transformation to capture the untapped value
of the entire organization and to establish ourselves as a value-creation leader
in the industries we choose to be in. By transforming our business into a more
efficient, more agile, more entrepreneurial and shareholder-focused enterprise, we are
preparing ourselves for a future of profitable and sustainable growth. We are focused on
delivering continuous and consistent value to shareholders, customers and all stakeholders.
Our transformation journey is in the early stage but has already started to deliver improvements.
We have worked to improve how we allocate and use capital. We will work to create a path to
continuous value creation and sustainable transformation. We are implementing a robust talent
management system. Our objective is creating an organization that is flatter and closer to the markets
we serve. Our new talent management and upgrade process is also allowing us to establish succession and
create expertise to support expansion, diversification and a differentiated value proposition. Every new employee
must increase the average and all employees are being challenged to deliver on objectives. We have modified our
reward and remuneration systems to incentivize the right type of growth and to encourage behavior that is aligned
with our aspirations and values. Every employee has goals that contribute to the delivery of our annual plan and will
receive feedback in a timely manner as to their results.

We are determined to build on our history to create a brighter future. We will be a relevant player in the markets we choose
to be in and deliver shareholder value across all lines of business. Each business we run must be independent and self-
funded. We will consider acquisitions based on our ability to deliver improvements, availability of talent as well as our ability
to deliver on synergies that provide shareholders an acceptable return. Our value proposition will evolve accordingly to assure
that our customers think of us first when requiring our products and services. Every business opportunity will be reviewed
with a long-term view, with a focus on bottom line, return on assets and long-term viability.

We seek to continue to strengthen our leadership position in the market by growing profitably through our integrated
positions along the value chain of steel, plastics and building & design solutions.

As we look forward, we will:

B Drive continuous improvement in all businesses;

B Work with customers to develop integrated value-added solutions that are tailored tojtheir specific requirements;

B Differentiate our value proposition in construction steel by investing in processing cagacity to help improve the
inefficiencies of the supply chain that exists today in the Hong Kong market;

B Strengthen our capital structure to increase our financial flexibility;

B Maximize return on assets by continuing to look at inventory reduction strategies a
receivables;

B Explore acquisitions that complement our current business and provide access to

B Roll out our talent management process;

B Recruit, retain, train and develop managers that are strategic thinkers and can execute on jour growth initiatives and

aspirations;

Invest in training that allows us to upgrade our talent pool;

Review rewards and incentives, including stock options;

Continue to align commission s ith growth aspiratic‘rws;

Continue to make safety a condlition of emgloyment;

loy a value-based culture throughout odr entire organjzation.
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MISSION

VSC will deliver on our vision by being responsible and relevant in the markets we choose to participate in. We will deliver
sustainable shareholder value and the best total value solution to customers through excellent service, an efficient supply
chain, financing and value-added processing. We will be knowledgeable of the market and the needs of our target
customers. We will hire people that raise the average and will invest in the development of all of our employees.

VISION

VSC will be a preferred investment option for our SHAREHOLDERS. We will consistently execute on our strategies to provide
desired returns on investment and sustainable growth. All strategies will have robust analysis and the proper market
intelligence to assure delivery of our promises to our board of directors.

VSC will be a preferred supplier to CUSTOMERS. They will think of us when needing our products. Their purchasing
experience will always be pleasant, informative and helpful in meeting their objectives.

VSC will be a preferred employer. We will hire only people that raise the average. We will hire for attitude and invest
in development of our EMPLOYEES to create loyalty and love of company. We will provide a safe and pleasant working
environment with constant learning and growth opportunities.

VALUES

Shareholder Value

Customer Loyalty

Integrity

Honesty and Respect
Responsiveness and Dedication

Clear and Measurable Goals

Safe and Enjoyable Working Environment

Embrace of Change

Ambition and Confidence to Excel

Teamwork
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Who We Are

RN

Van Shung Hong Holdings Limited and its subsidiaries (collectively the
“VSC Group”) is a leading supply chain manager of STEEL, PLASTICS
and BUILDING & DESIGN SOLUTIONS (“BDS™). BDS is primarily focused
on architect and designer needs for projects (kitchen, bathroom and
bedroom for hotel, hospital, residential, airport, etc). We provide
processing, inventory management and logistics for steel and plastics. We provide inventory
management, logistics, technical support and installation for building and design products.

VSC Group owns 66.7% and is the operating partner of Bao Shun Chang (“BSC"), a coil
processing and distribution company in Eastern China. BSC was founded in 1993 and serves
automotive, home appliances, construction and energy sectors. Baosteel Development
Company Limited owns 33.3% of BSC.

VSC Group has minority investments in property and a budget hotel chain in Shanghai and is
the operating partner in both.

VSC Group was founded in 1961 as a distributor and trader of construction steel serving
the Hong Kong market. Over years, VSC Group has expanded its reach into Mainland
China, diversified its product offer and continues to improve its value proposition to serve
the growing needs of the markets served. Our objective is to be a relevant player in the
markets we choose to participate by delivering long-term value to our shareholders.

“Van Shung Chong” stands for “CONTINUOUS PROGRESS and PROSPERITY" in Chinese.

VSC Group is listed on The Stock Exchange of Hong Kong Limited under stock code 1001.
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Significant Increase in Bank Support

e  Strong balance sheet

. Significant improvement in performance

e Trust in business model and strategy

e Strength of Hong Kong construction market and our position to serve market needs
e Trustin our Mainland China expansion model

Continuous Improvement Across All Lines of Business

e Construction Steel gross profit margin improved from 1.5% to 12.0% compared to last year

e Coil Processing and Distribution (Bao Shun Chang) gross profit margin improved from 2.8% to 3.0% compared to last
year

° Plastics revenue increased 23.9% vs. last year and gross profit margin improved from 3.6% in the first half of the
current year to 4.1% in the second half of the current year

e Building & Design Solutions started operations in Changsha in November 2012 and total revenue grew by 11.4% and
gross profit margin improved from 17.7% in the first half of the current year to 19.5% in the second half of the current
year

e VSC Group's earnings before interests and tax (“EBIT”) was HK$117 million vs. HK$21 million in last year

° Quarter over quarter improvement in gross margin and operating assets starting in the second quarter of the current
year for all lines of business

. Return on assets (EBIT/Operating assets) was 22.4% as of 31st March 2013

New Investments

o Changsha Building & Design Solutions
o Hong Kong Architectural & Design Centre
e Customer Relationship Management and Business Intelligence Systems

Talent Management System Implemented

o Complete review of job descriptions

. Documentation of measureable goals for all employees

° Clear rewards program based on performance

e Talent ranking based on achievement of goals and competencies

Compliance and Business Ethics Culture

o Review and update of all policies and procedures
. New corporate practices and ethics code

e  Safety as condition of employment

e Confidentiality contract for all employees

New Mission, Vision and Values

° Guiding principles for decisions and actions
e Clear way forward
e Basis for company culture
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Our Network
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Five-Year Financial Summary

The following is a summary of these audited consolidated financial statements of Van Shung Chong Holdings Limited (the
“Company”) and its subsidiaries (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 31st March 31st March 31st March 31st March
2009 2010 2011 2012 2013
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Revenue 4,659,507 3,251,836 4,207,768 4,432,081 3,760,620
Operating profit/(loss) (182,535) 136,326 69,564 21,311 117,373
Net finance costs (47,697) (18,668) (23,268) (23,716) (20,087)
Profit/(loss) before income tax (256,740) 104,762 52,904 6,060 100,815
Income tax (expense)/credit 6,546 (22,279) (14,010) 4,787 (29,355)
Profit/(loss) for the year (250,194) 82,483 38,894 10,847 71,460
Attributable to:
Equity holders of the Company (278,252) 75,221 31,032 6,283 71,600
Non-controlling interest 28,058 7,262 7,862 4,564 (140)
(250,194) 82,483 38,894 10,847 71,460
Dividends - 22,361 7,869 7,454
Consolidated Statement of Financial Position
As at As at As at As at As at
31st March 31st March 31st March 31st March 31st March
2009 2010 2011 2012 2013
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Non-current assets 357,977 313,942 238,979 261,030 269,475
Current assets 901,342 1,130,253 1,598,956 1,528,920 1,509,695
Current liabilities (682,959) (789,146) (1,158,642) (1,097,100) (1,028,215)
Non-current liabilities (14,824) (4,063) (1,501) (1,127) (817)
Net assets 561,536 650,986 677,792 691,723 750,138
Equity:
Share capital 38,143 41,413 41,413 41,413 41,377
Reserves 500,184 579,744 603,243 617,494 673,747
Capital and reserves attributable
to equity holders 538,327 621,157 644,656 658,907 715,124
Non-controlling interest 23,209 29,829 33,136 32,816 35,014
Total equity 561,536 650,986 677,792 691,723 750,138
Note:

1. Certain prior years’ figures have been reclassified to conform with the current year’s presentation.
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Chairman’s Statement

Dear Shareholders,

2012-2013 was a new chapter of growth for the VSC
Group marked by a series of important management
changes aimed at strengthening our senior leadership and
placing us on track to delivering profitable and sustainable
growth.

This new era of prosperity has been reflected in our
remarkable results. The VSC Group recorded a net profit
of approximately HK$71 million for the current year, up
558.8% from the last year. The Board has recommended
a final dividend of HK2.9 cents per ordinary share to
shareholders.

During the current year, we made the crucial decision
to separate the roles of chairman and chief executive,
a corporate governance provision, to enhance the
independent oversight of management and more closely
align the Board with shareholders.

As Chairman of the Board, | remain committed to our
strategy of strengthening our core trading and distribution
business through complementary value-added services,
particularly in Hong Kong and Mainland China that will
meet our long-term objectives and the interests of our
shareholders.

I am extremely pleased to welcome Frank Mufioz who
became Chief Executive Officer (“CEQ") of the VSC Group
in November 2012. As former President and CEO of
Ryerson China Limited and our non-executive director for
the last two years, Frank has great international experience
having worked in US, Mexico, India and China. He is very
familiar with the fast growing China market having worked
there since 2006 and overseen numerous Ryerson joint
ventures with Chinese companies.

Grace Luk has also joined as our new Chief Financial
Officer. She has held key management positions with a
number of listed companies and has extensive experience
in private equity, financial management and auditing. | am
confident that Grace will bring a new perspective to VSC
with her expertise in balance sheet management, treasury
and investor relationships.

To help us face that many challenges of globalization and
the volatility of the steel market, we have appointed Helen
Luk as our director of financial planning and risk analysis.
This is a new role created to identify risks and ensure high
priority issues are aggressively tackled and cost effectively
managed thereby minimizing risks and allowing the VSC
Group's objectives to be achieved optimally.

There are also new appointments at the Board level
including Teddy Tse as an independent non-executive
director. A former Senior Vice President of Cargill
Ferrous International, Teddy has vast experience in the
international steel market especially in Mainland China.
His track record in leading Cargill steel trading to become
a dominant industry player will be invaluable to the VSC
Group's strategic development in the future. Teddy will
chair our newly created corporate practices committee.
This committee will focus on reducing risk of performing
operations as to enhance the value of VSC. Fernando
Dong, who became a non-executive director, will continue
to bring his trading expertise to the VSC Group’s China
operations.
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Lastly, Harold Richard Kahler retired from our Board after
9 years of dedicated service. | am extremely grateful for his
guidance, support and many contributions.

Indeed, there is a renewed sense of optimism paving the
way for the future with our share price at HK$1.24, its
highest level in 5.5 years, supported by a strong profit
base, consistent dividend yields, a share repurchasing
exercise and improved investor and media relationships.

Hong Kong continues to thrive. Work on the Hong Kong-
Macau-Zhuhai bridge has started and numerous other
projects are in the pipeline including construction of the
high speed rail to Guangzhou, the MTR Shatin-Central
Link, and build the re-positioning of the old Kai Tak airport
as a new commercial district.

These opportunities are not without their challenges,
however. In Hong Kong, the manpower shortage and high
labour costs persist. We are working hard to address these
issues in terms of optimization and allocation of resources
over the next year.

With the recent change of leadership in Mainland China,
the continued support of economic reform and the
opening of new markets, opportunities in Mainland China
remain buoyant especially in the value-added processing
sectors. We will continue to focus on higher end products
and value-added services to support the evolving needs of
the markets we serve. However, we remain cautious as the
country still faces an excess of supply amid the tightening
of monetary and fiscal policies as well as the demand and
production mismatch.

On a final note, | am very honoured to have recently
been elected as the Deputy to the 12th National People’s
Congress (NPC) of PRC. The position will allow me to serve
Hong Kong and Mainland China in a legislative perspective.
It will allow me to make recommendations that will drive
the continuous development of Hong Kong and Mainland
China.

Of course, none of our achievements would have been
possible without the commitment, support and hard work
of our shareholders, partners, customers and staff over the
last year and | wish to thank every single one of them.

The VSC Group has begun a new era of prosperity, growth

and leadership. I look forward to continuing this journey in
the years ahead.

Yao Cho Fai Andrew
Chairman and Executive Director

20th June 2013
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CEOQO’s Statement

MR. CHAIRMAN, DIRECTORS,
SHAREHOLDERS, STAKEHOLDERS
AND COLLEAGUES,

| am pleased to report the results of the VSC Group for

the financial year starting from April 2012 to March 2013
("current year”).

| became Chief Executive Officer on 1st November 2012
and at the request of our Board, set out to implement
a process of transformation focused on BOTTOM
LINE IMPROVEMENT, RETURN ON CAPITAL, RISK
MANAGEMENT, GEOGRAPHIC, PRODUCT and PROCESS
DIVERSIFICATION as well as TALENT UPGRADE.

While we are pleased with our progress thus far, our
journey has just begun. We are still a distance from our
full potential as a company. We have set aggressive but
achievable aspirations.

We are happy to report significant improvements
compared to last year. Earnings before interest and tax
("EBIT") was approximately HK$117 million in current year
versus approximately HK$21 million in last year and net
profit was approximately HK$71 million in current year
versus approximately HK$11 million in last year. Return on
assets (EBIT/operating assets) was 22.4% as every business
was able to reduce inventories and trade receivables while
improving margin. Gross profit margin was 9.4% in current
year versus 3.9% for last year.

Our Steel Group, which comprises Hong Kong construction
products and Shanghai Bao Shun Chang coil processing
and distribution, represented 73.5% of total revenue.
Building & Design Solutions (kitchen, bathroom and
bedroom) represented 13.0% of total revenue and Plastics
represented 12.5% of total revenue. Our new organization
is allowing us to pursue growth with industries that are
more difficult to serve but where margin is higher. We have
also implemented economic value-added analysis of orders
to assure business we take provides an acceptable return.
In the second half of current year, we saw our efforts start
to pay off as gross profit margin improved from 7.3% in
first half of current year to 12.0% in second half of current
year. Steel revenue in current year was 23.4% below
last year as we, very deliberately, implemented a margin
management model that called for us to be more selective
of business based on economic value-added. Gross profit
margin for Steel was 8.6% in current year versus 2.1% in
last year.

Our Building & Design Solutions business (kitchen,
bathroom and bedroom) exceeded expectations and
annual plan. Our revenue in this business grew by 11.4%.
In November 2012, we opened four new showrooms in
Changsha and in early 2013 we opened a 10,000 square
feet Architectural & Design (“A&D") Centre in Hong
Kong. We look to continue to focus on project-based
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business. Our new A&D Centre was conceived after global
benchmarking of world-class players in this market. We are
now able to cater to all needs of architects, designers and
contractors by providing space, technology and technical
support in a beautiful setting that showcases our products
and value proposition.

Plastics turnover grew by 23.9% but net profit margin
remained flat. We have changed course and are now more
selective of business and industries served, especially for
mature markets like Hong Kong and Guangdong Province.
We have chosen to pursue growth in Central China and
Northern China. This new strategy is already delivering
results as our gross profit margin increased from 3.6% in
the first half of the current year to 4.1% in the second half.

We have put forward a mandate that each business must
be independently successful and self-funded. Success
was clearly defined and is based on delivery of annual
operating plan in EBIT and return on assets. Structural
and organizational changes have been made to assure
that each business is able to deliver sustainable and
profitable growth. Our leadership team and staff will be
rewarded based on delivery of plan in revenue, profit and
return on capital. While it is still early, we are happy to
report improvements across all lines of business in margin
enhancement, expense management, funding availability
and operating asset management.

Our transformation journey is in the early stage. We are
determined to build on our history to create a brighter
future. We took important steps to solidify our organization
and create a platform for continued improvement. Our
talent upgrade and management program is allowing us
to address succession and create a much-needed bench
to support expansion, diversification and a differentiated
value proposition. Every job description has been reviewed
and modified to reflect our aspirations and goals. All

employees have clear and measurable goals and receive
frequent feedback via formal performance evaluations
and automated reports showing performance versus
goals. With a clear understanding from our employees as
to our mission, vision and aspirations, we aim to provide
shareholders and stakeholders with improved results and
visible improvement.

Our results have been prepared in accordance with the
Hong Kong Financial Reporting Standards. Accounting
policies and criteria were applied consistently and
appropriately to the circumstances of the VSC Group, and
financial information reflects the situation and results of
the VSC Group.

| want to thank our chairman, board of directors,
shareholders, customers and stakeholders for their trust
and support, and our staff for their loyalty and dedication.

We will continue to work to deliver value to shareholders
by becoming a great investment option. We will provide
a safe and pleasant working environment and career
development opportunities for our employees. We will
provide a differentiated value proposition for customers.

Frank Muhoz
Executive Director and Chief Executive Officer

20th June 2013
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Financial Overview and Staffing

Results

The VSC Group's results showed significant improvements
in the current year as a series of new measures and
initiatives were implemented. Gross profit for the current
year was approximately HK$355 million, up by 107.4%
compared to last year, despite a decrease of current year’s
revenue of 15.2% from last year. The VSC Group recorded
a net profit of approximately HK$71 million, a significant
improvement from last year’s net profit of approximately
HK$11 million. Return on assets (EBIT/Operating assets)
was 22.4% as every business was able to reduce
inventories and trade receivables while improving margins.
Gross profit margin and net profit margin were 9.4% and
1.9% respectively, significantly higher than 3.9% and 0.2%
respectively of last year.

Profit attributable to the equity holders of the Company
was approximately HK$72 million (2012: HK$6 million).
Basic earnings per ordinary share was HK17.3 cents (2012:
HK1.52 cents). The Board recommends to declare of a final
dividend of HK2.9 cents per ordinary share for the current
year (2012 final: HK1.8 cents).

Liquidity and Financing

The VSC Group's cash and cash equivalents were
approximately HK$460 million as at 31st March 2013 (2012:
HK$267 million) of which about 7.8% were in US dollar,
about 25.5% were in Chinese Renminbi (“RMB"), about
66.7% were in HK dollar. Net cash flow generated from
operating activities for the year was approximately HK$274
million.

As at 31st March 2013, the VSC Group’s total borrowings
amounted to approximately HK$581 million of which
100% were interest bearing borrowings (2012: HK$654
million). Net interest bearing borrowings, after deducting
pledged bank deposits of approximately HK$97 million
(2012: HK$134 million) and cash and bank deposits of
approximately HK$460 million (2012: HK$267 million),
amounted to approximately HK$24 million (2012: HK$253
million). Gearing ratio as at 31st March 2013, calculated on
the basis of net interest-bearing borrowings to total capital
which is capital and reserves attributable to equity holders
plus net interest bearing borrowings decreased from 27.7%
t0 3.1% and current ratio was slightly increased from 1.39
times to 1.47 times as compared to 31st March 2012.
The VSC Group takes effort to maintain these financial
ratios at current level, after taking into consideration of
the current market situation and risk assessment 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.

Treasury Policies

All of the VSC Group's financing and treasury activities
are centrally managed and be controlled at the corporate
level. The VSC Group's overall treasury and funding policies
focus 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 has always adhered to prudent financial
management principles. The VSC Group’s businesses are
primarily transacted in HK dollar, US dollar and RMB. As
exchange rate between HK dollar and the US dollar is
pegged, the VSC Group believes its exposure to exchange
rate risk arising from US dollar is not material. Facing the
appreciation of RMB, the VSC Group will continue to
match RMB payments with RMB receipts to minimise the
exchange exposure.

As at 31st March 2013, about 83.5% of the VSC Group's
interest-bearing borrowings were denominated in HK
dollar, about 0.7% in US dollar and about 15.8% in RMB.
Forward foreign exchange contracts would be entered
into when suitable opportunities arise and when the
management of the VSC Group consider appropriate, to
hedge against major non-HK dollar currency exposures. As
at 31st March 2013, the VSC Group had forward foreign
exchange contracts to hedge principal repayment of future
US dollar debts under letters of credit in the amount of
approximately RMB276 million. All of the VSC Group's
borrowings as at 31st March 2013 were on floating rate
basis. The use of derivative financial instruments is strictly
controlled and mainly used to hedge against the foreign
currency exchange rate exposures in connection with the
borrowings. It is the VSC Group’s policy not to enter into
derivative transactions for speculative purposes.

Contingent Liabilities

As at 31st March 2013, the VSC Group had no material
contingent liability.

Charges on Assets

As at 31st March 2013, the VSC Group had certain charges
on assets which included (i) bank deposits of approximately
HK$47 million which were pledged as collateral for the
VSC Group's banking facilities and approximately HK$50
million were pledged for performance bonds, and (ii) an
investment property of approximately HK$22 million was
pledged as collaterals for certain of the VSC Group’s bank
borrowings.

Staffing

As at 31st March 2013, the VSC Group employed 384
staff. The Company is focusing on building an elite team
to help lead the Company to future success. During
the current year under review, options to subscribe for
11,215,000 ordinary shares have been offered and granted
to our directors and employees under the share option
scheme adopted on 11th August 2011.
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The global market will continue to have imbalance
between demand and production. China will have the
largest imbalance because of size. China will also continue
to lead the world in growth and speed of change.

We expect capacity in steel and plastics to continue to be
greater than demand, especially in the Asia region. Many
emerging economies are investing in steel making as a way
to industrialize and are replacing imports from countries
like China, South Korea and Japan. Plastics production is
also growing at a faster rate than demand in China. As
exports of plastics products have slowed, the imbalance
has grown. Even as raw material prices have stabilized and
increased, the imbalance between demand and production
has caused steel and plastics prices to decrease without
correlation with raw materials. Our best solution to the
imbalance is to continue to monitor the market and control
inventories accordingly.

We expect the Hong Kong, Macau and Mainland China
construction markets to remain strong for the next 3 to 5
years. Our Steel Group and our Building & Design Solutions
Group are poised and ready to take full advantage of the
opportunities. We will invest in value-added processing,
logistics services and supply chain efficiency to help our
construction steel customers reduce scrap, reduce on-site
accidents and consolidate supply. In Building & Design
Solutions, we will differentiate our offer to architects and
designers through our new Architectural & Design (“A&D")
Centre concept. Our new Hong Kong A&D Centre, opened
in April 2013, allows us to provide architects and designers
a unique value proposition that provides product options,
technical support and space to work in. We plan to
perfect this concept and roll it out to our Mainland China
operations.

Our Coil Processing and Distribution Group serves high
growth industries and sells, surface critical product. We
look to continue to use our “back-to-back” pricing model
to minimize risk due to sudden price changes. We have
a great opportunity to expand our reach to go beyond
Eastern China as the customers we serve are expanding
into other regions of China.

In our Plastics Group, we will continue to use our economic
value-added model to determine what business we pursue.
We will also continue to address our inventory strategy
so as to eliminate risk of price cycles. We will also expand
our reach beyond Southern and Eastern China into Central
and Northern China. We will work to introduce new
products and pursue business with high-growth industries
that require technical support and inventory management
solutions.

Our Property Group will continue to explore investment
options in Mainland China. We are committed to using our
existing platform and experience to continue to deliver a
great return to our shareholders.

Talent management will continue to be one of our most
important tasks. We will continue to implement rewards
systems that are aligned with our growth aspirations. We
will review employee competencies and ability to deliver on
goals to drive our training and recruitment initiatives. Every
employee must be capable of meeting set objectives and
have the competencies needed to deliver value.



As we look forward, we will:

Drive continuous improvement in all businesses;

Work with customers to develop integrated value-added
solutions that are tailored to their specific requirements;

Differentiate our value proposition in construction steel
by investing in processing capacity to help improve the
inefficiencies of the supply chain that exists today in the
Hong Kong market;

Strengthen our capital structure to increase our financial
flexibility;

Maximize return on assets by continuing to look at
inventory reduction strategies and on time collection of

trade receivables;

Explore acquisitions that compliment our current business
and provide access to talent;

Roll out our talent management process;

Van Shung Chong Holdings Limited
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Looking Forward

Recruit, retain, train and develop managers that are
strategic thinkers and can execute on our growth initiatives
and aspirations;

Invest in training that allows us to upgrade our talent pool;

Review rewards and incentives, including stock options;

Continue to align commission systems with growth
aspirations;

Continue to make safety a condition of employment;

Deploy a values based culture throughout our entire
organization.

We have a mandate and we will deliver. We will create
a company that generates sustainable and superior
shareholder returns.
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Corporate Governance

The board of directors (the “Board”) of Van Shung
Chong Holdings Limited (the “Company”) is committed
to maintain high standards of corporate governance. It
believes that high standards of corporate governance
provide a framework and solid foundation for the Company
and its subsidiaries (the “VSC Group”) to manage business
risks, enhance transparency, maintain high standards of
accountability and protect shareholders’ interest in general.
The Company has applied the principles and complied
with all the applicable code provisions of the Corporate
Governance Code (the “CG Code") as set out in Appendix
14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”)
for the year ended 31st March 2013 (the “year”), save for
the deviations discussed below. The Board will continuously
review and improve the corporate governance practices
and standards of the Company to ensure that business
activities and decision making processes are regulated in a
proper and prudent manner.

Model Code for Securities
Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out
in Appendix 10 of the Listing Rules as its own code of
conduct (the “Company’s Model Code”) regarding
securities transactions by the directors of the Company (the
“directors”) on 31st March 2004. Various amendments
have been made to the Company’s Model Code in order
to conform with the amendments made to Appendix
10 of the Listing Rules from time to time. Having made
specific enquiry of all directors, they all confirmed that they
have complied with the required standard set out in the
Company’s Model Code during the year. The Company’s
Model Code also applies to other specified relevant
employees of the VSC Group in respect of their dealings in
the securities of the Company.

Board of Directors

Currently, the Board consists of two executive directors,
one non-executive director and three 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. The Company is of the view
that all independent 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.

The executive directors are responsible for managing the
overall business. They are mainly involve in the formulation
and execution of the corporate strategies. The non-
executive director and independent non-executive directors
consist of eminent business executives from Hong Kong
and Mainland China, who provide independent advices to
the management through their wide range of skills and
experiences. The executive directors have regular meetings
with general managers of respective business units and
key staff of support units to discuss major business plans
and review operational and financial performance. Non-
executive director and 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 on
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 and 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 the Company’s expense if they
require it.
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Four Board committees, namely the Executive Committee,
the Remuneration Committee, the Nomination 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 general managers of respective
business units, chief operating officer, chief financial officer
and human resource director under the leadership of the
chief executive officer.

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, Audit Committee meetings, Nomination
Committee meeting and annual general meeting attended
by each director during the year is as follows:

Remuneration Audit Nomination Annual
Board Committee Committee Committee General
Directors Meetings Meetings Meetings Meeting Meeting
Executive Directors:
Mr. Yao Cho Fai Andrew (Chairman) 4/4 3/3 N/A 11 11
Mr. Frank Mufioz 4/4 N/A N/A N/A 11
(re-designated from a non-executive
director to an executive director and been
appointed as the chief executive officer on
1st November 2012)
Mr. Lim Kern 1/3 N/A N/A N/A 11
(resigned on 31st December 2012)
Non-Executive Director:
Mr. Dong Sai Ming Fernando 4/4 N/A N/A N/A 11
(re-designated from an executive director
to a non-executive director on 17th August
2012)
Independent Non-Executive Directors:
Mr. Harold Richard Kahler 11 1M1 11 N/A 1/1
(retired on 17th August 2012)
Mr. Tam King Ching Kenny 4/4 3/3 2/2 IVl 11
Mr. Xu Lin Bao 4/4 3/3 2/2 11 11
Mr. Tse Lung Wa Teddy 3/3 11 11 N/A N/A

(appointed on 17th August 2012)
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Directors’ and Officers’ Insurance

The Company has arranged appropriate insurance cover in
respect of legal actions against the directors and officers
within the VSC Group.

Chairman and Chief Executive

The CG Code provision A.2.1 stipulates that the roles of
the chairman and the chief executive should be separated
and should not be performed by the same individual. The
Company has both the positions of chairman and chief
executive officer held by Mr. Yao Cho Fai Andrew during
the period from 1st April 2012 to 31st October 2012.
Details of this deviation and considered reason have been
set out in the corporate governance report in the 2012
annual report of the Company dated 22nd June 2012.
Mr. Yao ceased to act as the chief executive officer of
the Company but remains as the chairman of the Board
and Mr. Frank Mufoz has been appointed as the chief
executive officer of the Company with effect from 1st
November 2012. The VSC Group is under the process
of transformation and the Board considers that vesting
the roles in different individuals is essential in ensuring
a balance of power and authority and in upholding
independence, accountability and responsibility with
respect to the management of the Company.

The chairman provides leadership for the Board, ensuring
its effectiveness in all aspects of its role. The chief executive
officer, supported by the management team, provides
planning and implementation.

Board meetings for each year are scheduled in advance
to give all directors an opportunity to attend, and are
structured to encourage open discussion.

Specific Terms of Non-Executive
Directors

The CG Code provision A.4.1 stipulates that non-executive
directors should be appointed for a specific term, subject
to re-election. The Company’s non-executive directors
(except for Mr. Harold Richard Kahler who retired as an
independent non-executive director of the Company on
17th August 2012) are not appointed for a specific term.
They are (including all other directors) however, subject to
retirement by rotation and re-election at least once every
three years according to the Company’s Bye-laws.

Executive Committee

Executive Committee has been in place since March
2006 and now consists of all executive directors with
Mr. Yao Cho Fai Andrew as chairman and Mr. Frank
Mufoz (appointed on 1st November 2012) as member.
Mr. Dong Sai Ming Fernando and Mr. Lim Kern ceased to
be members on 17th August 2012 and 31st December
2012 respectively.

When the Board is not in session, the Executive Committee
discharges 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.

The Company adopted a new terms of reference of the
Executive Committee on 16th March 2012 in order to
conform with the amendments made to the CG Code
in relation to corporate governance functions and it is
responsible for performing the corporate governance duties
as follows:

() implementing and compliance with the laws,
regulations, listing rules, bye-laws, internal regulations
applicable to the Company;

(i) providing a means for timely and accurate disclosure
of information;

(i) ensuring effective communication with the
Company's shareholders;

(iv) developing and reviewing the Company’s policies
and practices on corporate governance and make
recommendations to the Board;

(v)  reviewing and monitoring the training and continuous
professional development of directors and senior
management;

(vi)  reviewing and monitoring the Company’s policies and
practices on compliance with legal and regulatory
requirements;
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(vii) developing, reviewing and monitoring the code of
conduct and compliance manual (if any) applicable to
employees and directors; and

(viii) reviewing the Company’s compliance with the CG
Code and disclosure in the corporate governance
report.

During the year, the Executive Committee has carried out
the duties on the corporate governance functions of the
Company in accordance with its terms of reference.

Remuneration Committee

The Remuneration Committee has been in place since
July 2005 and comprises the independent non-executive
director Mr. Xu Lin Bao as chairman, the executive director
Mr. Yao Cho Fai Andrew and two independent non-
executive directors, Mr. Tam King Ching Kenny and Mr.
Tse Lung Wa Teddy (appointed on 17th August 2012)
as members. Mr. Harold Richard Kahler ceased to be
a member on 17th August 2012. 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 Remuneration Committee has
adopted the model where it has delegated responsibility
to determine the remuneration packages of individual
executive directors and senior management as well as
reviewing and approving the management’s remuneration
proposals with reference to the Board’s corporate goals
and objectives. The Remuneration Committee also makes
recommendation to the Board on the remuneration of
the non-executive directors. No director or any of his
associates may be involved in any decisions as to his own
remuneration. The Company adopted a new terms of
reference of the Remuneration Committee on 16th March
2012 in order to conform with the amendments made to
the CG Code and was posted to the Company’s website
at http://www.vschk.com and the website of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

Minutes of committee meetings are taken by the company
secretary and, together with any supporting committee
papers, are available to all Board members.

During the year, the Remuneration Committee has
reviewed and determined the remuneration packages of
the executive directors and made recommendations to
the Board as to the remuneration policy and structure for
senior management of the Company.

The attendance record of the Remuneration Committee
meeting is stated in the table under “Board of directors”.

Audit Committee

The Audit Committee has been in place since December
1998 and now consists of three independent non-executive
directors with Mr. Tam King Ching Kenny as chairman and
Mr. Xu Lin Bao and Mr. Tse Lung Wa Teddy (appointed
on 17th August 2012) as members. Mr. Harold Richard
Kahler ceased to be a member on 17th August 2012. Mr.
Tam King Ching Kenny is an independent non-executive
director with appropriate professional accounting expertise
as required under Rule 3.10 of the Listing Rules.

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 auditor. It also reviews the interim
and final financial statements. 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 improve
our corporate governance. The Company adopted a new
terms of reference of the Audit Committee on 16th March
2012 in order to conform with the amendments made to
the CG Code and was posted to the Company’s website at
http://www.vschk.com and the Stock Exchange’s website.

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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During the year, the Audit Committee reviewed the
remuneration of the external auditor. There was no
disagreement between the Board and the Audit Committee
on the selection or appointment of the external auditor.
The Audit Committee has reviewed the VSC Group's
interim and annual consolidated financial statements for
the year and was content that such statements comply with
applicable accounting standards and legal requirements,
and that adequate disclosures have been made.

The attendance record of the Audit Committee meetings is
stated in the table under “Board of directors”.

Nomination Committee

The Nomination Committee has been in place since March
2012 and includes the executive director Mr. Yao Cho Fai
Andrew as chairman and two independent non-executive
directors, Mr. Xu Lin Bao and Mr. Tam King Ching Kenny
as members. The Nomination Committee is responsible for
formulating policy and making recommendations to the
Board on nominations, appointment or re-appointment of
directors and Board succession. The principal duties of the
Nomination Committee include reviewing the structure,
size and composition (including the skills, knowledge
and experience) of the Board at least annually and make
recommendations on any proposed changes to the Board
to complement VSC's corporate strategy and accessing the
independence of independent non-executive directors. The
Nomination Committee has adopted its terms of reference,
which is in line with the CG Code, was posted to the
Company’s website at http://www.vschk.com and the
Stock Exchange’s website.

Minutes of committee meetings will be taken by the
company secretary and, together with any supporting
committee papers, are available to all Board members.

During the year, the Nomination Committee has reviewed
the board composition, the appointment and re-
appointment of directors and also considered any proposed
changes to the Board to complement the Company’s
corporate strategy.

The attendance record of the Nomination Committee
meeting is stated in the table under “Board of directors”.

Corporate Governance Function

While the Board is and remains principally responsible for
the corporate governance functions of the Company, it has
delegated the relevant duties to the Executive Committee
to ensure the proper performance of corporate governance
functions of the Company. In this connection, the terms of
reference of the Executive Committee (as revised on 16th
March 2012) includes various duties relating to corporate
governance matters which are set out in paragraph
"Executive Committee”.

Internal Control & Risk Management

The Board and the Audit Committee are responsible for
developing and maintaining the system of internal controls
of the VSC Group to protect shareholders’ interest and to
safeguard the VSC Group's assets by setting appropriate
policies and reviewing the effectiveness of major control
procedures for financial, operational, compliance and risk
management areas. During the year, the Company has
engaged an independent professional firm to perform an
internal control review of the VSC Group. The Board and
the Audit Committee have reviewed the effectiveness
of the VSC Group’s system of internal controls on all
major operations, including financial, operational and
compliance controls and risk management functions, and
have considered the adequacy of resources, qualifications
and experience of staff of the VSC Group’s accounting
and financial function, and their training programs and
budget, by reviewing the internal audit reports prepared
by the independent professional firm and management
letters submitted by external auditors. Also, the Board and
the Audit Committee met with the internal and external
auditors and management to discuss findings from their
works and resolution. The Board and the Audit Committee
considered that the system of internal controls was
operating effectively for the year ended 31st March 2013.
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Auditor's Remuneration

During the year ended 31st March 2013,
PricewaterhouseCoopers, the external auditor of the
Company, 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 1,960
Taxation services 63
Total 2,023

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 auditor about its reporting
responsibilities is set out in the independent auditor’s
report included in this annual report.

There are no material uncertainties relating to events
or conditions that may cast significant doubt upon the
Company'’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
shareholders, investors, analysts and the press. The
management periodically meets with existing and potential
investors to make corporate presentations. The VSC Group
also promotes communications with non-institutional
shareholders through public announcements of key
developments of the Company as prescribed under the
Listing Rules, annual general meeting and other general
meetings of the Company. Such general meetings are

presided over and led by the chairman, supported by other
directors. Our user-friendly website, http://www.vschk.com,
provides investors with the latest news, corporate profile,
business information and financial information including
announcements and annual and interim reports. The VSC
Group continues to maintain a high level of transparency
in information disclosures. A shareholders’ communication
policy has been established on 16th March 2012.

Directors’ Training

Pursuant to the CG Code, directors should participate
in continuous professional development to develop and
refresh their knowledge and skills. During the year, all
directors have attended the training seminars conducted
by the Hong Kong Institute of Chartered Secretaries,
the external legal advisers of the Company or other
professional institutions on the new inside information
disclosure regime under Part XVA of the Securities and
Futures Ordinance and other topics relevant to the duties
of a listed company director. Moreover, the Company
has provided directors the reading materials on legal and
regulatory subjects relevant to the Company’s business
or to the directors’ duties and responsibilities for their
reference and studying.

During the year, all directors confirmed that they have
complied with the related CG Code.

Company Secretary

Ms. Tse Sau Wai (“Ms. Tse”), the company secretary of
the Company has taken more than 15 hours of relevant
professional training during the year. Ms. Tse resigned as
the company secretary of the Company with effect from
8th April 2013.

Ms. Lam Yee Fan has been appointed as the company
secretary of the Company on 20th June 2013. For details
of Ms. Lam, please refer to page 37 of this annual report.
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Constitutional Documents

During the year, there was no change in the Company’s
constitutional documents.

Shareholders’ Rights

The Board endeavours to maintain an on-going dialogue
with shareholders. The Company encourages the
shareholders to attend the general meetings and the
chairmen of the Board and the board committees should
attend the annual general meeting (“AGM") to answer
questions.

(A) Convening a Special General Meeting by
Shareholders

Pursuant to Bye-law 58 of the Company’s Bye-
laws and section 74 of the Companies Act 1981
(as amended) of Bermuda (the “Companies Act”),
shareholders holding at the date of deposit of the
requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting
at general meetings of the Company shall at all times
have the right, by written requisition to the Board or
the company secretary of the Company, to require
a special general meeting to be called by the Board
for the transaction of any business specified in such
requisition; and such meeting shall be held within
two months after the deposit of such requisition. If
the directors do not within twenty-one days from
the date of the deposit of the requisition proceed
duly to convene a meeting, the requisitionists, or
any of them representing more than one half of the
total voting rights of all of them, may themselves
convene a meeting, but any meeting so convened
shall not be held after the expiration of three months
from the said date. A meeting convened under this
section by the requisitionists shall be convened in
the same manner, as nearly as possible, as that in
which meetings are to be convened by directors. Any
reasonable expenses incurred by the requisitionists by
reason of the failure of the directors duly to convene
a meeting shall be repaid to the requisitionists by the
Company.

(B) Putting Forward Proposals at General

Meetings

Sections 79 and 80 of the Companies Act allow
certain shareholder(s) to make requisition to the
Company to give notice to the shareholders in
respect of any resolution which is intended to be
moved at an AGM of the Company or circulate a
statement in respect of any proposed resolution or
business to be considered at a general meeting of
the Company. Under section 79 of the Companies
Act, at the expense of the requisitionists unless the
Company otherwise resolves, it shall be the duty of
the Company on the requisition in writing by such
number of shareholders:

(@) to give to the shareholders entitled to receive
notice of the next AGM notice of any resolution
which may properly be moved and is intended
to be moved at that meeting;

(b) to circulate to the shareholders entitled to have
notice of any general meeting sent to them
any statement of not more than 1,000 words
with respect to the matter referred to in any
proposed resolution or the business to be dealt
with at that meeting.

The number of shareholders necessary to make the
above-mentioned requisitions to the Company shall
be:

(@) either any number of shareholders representing
not less than one-twentieth of the total voting
rights of all the shareholders having at the date
of the requisition a right to vote at the meeting
to which the requisition relates; or

(b) not less than one hundred shareholders.

Notice of any such intended resolution shall be
given, and any such statement shall be circulated, to
shareholders entitled to have notice of the meeting
sent to them by serving a copy of the resolution or
statement on each such shareholder in any manner
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permitted for service of notice of the meeting, and
notice of any such resolution shall be given to any
other shareholder by giving notice of the general
effect of the resolution in any manner permitted
for giving him notice of meetings of the Company,
provided that the copy shall be served, or notice of
the effect of the resolution shall be given, as the
case may be, in the same manner and, so far as
practicable, at the same time as notice of the meeting
and, where it is not practicable for it to be served or
given at that time, it shall be served or given as soon as
practicable thereafter.

Section 80 of the Companies Act sets out the
conditions to be met before the Company is bound
to give any notice of resolution or to circulate any
statement. Pursuant to section 80 of the Companies
Act, the Company shall not be bound to give notice
of any resolution or to circulate any statement as
mentioned in the above unless:

(@ a copy of the requisition signed by the
requisitionists, or two or more copies which
between them contain the signatures of all the
requisitionists, is deposited at the registered
office of the Company:

(i) in the case of a requisition requiring notice
of a resolution, not less than six weeks
before the meeting; and

(i) in the case of any other requisition, not
less than one week before the meeting;
and

(b) there is deposited or tendered with the
requisition a sum reasonably sufficient to meet
the Company’s expense in giving effect to the
procedures in the above (i.e. the giving of notice
of resolution and/or circulation of statement).

Provided that if, after a copy of the requisition
requiring notice of a resolution has been deposited
at the registered office of the Company, an AGM
is called for a date six weeks or less after the copy

(Q

has been deposited, the copy though not deposited
within the above-mentioned time shall be deemed
to have been properly deposited for the purposes
thereof.

Making Enquiry

Shareholders should direct their enquiries about their
shareholdings to the Company’s share registrars
of the Company in Hong Kong, Computershare
Hong Kong Investor Services Limited of 17M Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong. For other enquiries, shareholders may
send written enquiries to the Company, for the
attention of company secretary by mail to Rooms
4903-7, 49/F., Hopewell Centre, No. 183 Queen’s
Road East, Wanchai, Hong Kong.

The procedures for proposing a person for election
as a director are made available at the Company’s
website (http://www.vschk.com).

23




24

Van Shung Chong Holdings Limited
Annual Report 2012/13

Report of the Directors

The board of directors (the “Board”) of Van Shung Chong
Holdings Limited (the “Company”) are pleased to present
their annual report together with the audited consolidated
financial statements of the Company and its subsidiaries
(the "VSC Group”) for the year ended 31st March 2013.

Principal Activities

The VSC Group is principally engaged in stockholding and
trading of construction materials such as steel products,
sanitary wares, kitchen cabinets, home furniture and plastic
resins, installation work of kitchen cabinets and property
investment.

Details of the VSC Group's revenue and segment
information by business segment and geographical market
are set out in Note 5 to the accompanying consolidated
financial statements.

Major Customers and Suppliers

For the year ended 31st March 2013, the five largest
customers of the VSC Group accounted for less than 16%
of the VSC Group's total revenue, while the five largest
suppliers of the VSC Group accounted for approximately
53% of the VSC Group’s total purchases. In addition,
the largest supplier of the VSC Group accounted for
approximately 14% of the VSC Group's total purchases.

None of the directors, their associates, or any shareholders
(which to the knowledge of the Company’s directors
owned more than 5% of the Company’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
31st March 2013 are set out in the consolidated income
statement on page 41 of this annual report.

An interim cash dividend of HK2.3 cents per ordinary share
was declared and paid during the year and the Board
has resolved to recommend the payment of a final cash
dividend of HK2.9 cents per ordinary share. Total cash
dividend payable for the year ended 31st March 2013 will
amount to HK5.2 cents per ordinary share or approximately
HK$21,525,000 (2012: HK$7,454,000).

Share Capital and Share Options

Details of share capital and share options of the Company
are set out in Notes 31 and 32 respectively, to the
accompanying consolidated financial statements.

Reserves and Retained Earnings

Movements in reserves and retained earnings of the VSC
Group and the Company during the year are set out
in Note 33 to the accompanying consolidated financial
statements.

As at 31st March 2013, approximately HK$53,986,000
(2012: HK$53,986,000) of the Company’s reserves and
approximately HK$17,327,000 (2012: HK$20,054,000)
of the Company’s retained earnings were available for
distribution to its equity holders.

Purchase, Sale or Redemption of

Shares

During the year ended 31st March 2013, pursuant to the
mandate to repurchase shares of the Company obtained
from the Company’s shareholders at the annual general
meeting of the Company held on 17th August 2012, the
Company repurchased an aggregate of 1,450,000 ordinary
shares on The Stock Exchange of Hong Kong Limited for
an aggregate consideration of HK$1,166,260 (before
expenses) and all these shares were subsequently cancelled
by the Company.

Particulars of the repurchases are as follows:

Aggregate

consideration

Number of (before

Shares Purchase price expenses)

Month repurchased per share (HK$) (HKS)
Highest Lowest

October 2012 558,000 0.50 0.49 278,400

January 2013 248,000 1.00 0.99 247,080

February 2013 644,000 1.00 0.98 640,780

Total 1,450,000 1,166,260
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The repurchases were made for the benefit of the
Company and its shareholders as a whole with a view to
enhancing the earnings per share of the Company.

Save as disclosed above, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the
Company’s securities during the year ended 31st March
2013.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the
Company's Bye-laws and the laws of Bermuda.

Property, Plant and Equipment,
Investment Property and Land Use
Rights

Details of movements of property, plant and equipment,
investment property and land use rights during the year
are set out in Notes 15, 16 and 17, respectively, to the
accompanying consolidated financial statements.

Subsidiaries and Associates

Particulars of the Company’s subsidiaries and associates
are set out in Notes 19 and 20, respectively, to the
accompanying consolidated financial statements.

Borrowing

Particulars of borrowings as at 31st March 2013 are set
out in Note 30 to the accompanying consolidated financial
statements.

Pension Schemes

Details of the pension schemes are set out in Note 8 to the
accompanying consolidated financial statements.

Charitable Donations

During the year, the VSC Group made charitable donations
of approximately HK$4,000 (2012: HK$631,000).

Directors and Directors’ Service
Contracts

The directors of the Company who held office during the
year and up to the date of this annual report were:

Executive Directors

Mr. Yao Cho Fai Andrew, Chairman
Mr. Frank Munoz, Chief Executive Officer
(re-designated from a non-executive director to
an executive director and been appointed as
the Chief Executive Officer on 1st November 2012)
Mr. Lim Kern (resigned on 31st December 2012)

Non-executive Director

Mr. Dong Sai Ming Fernando
(re-designated from an executive director to
a non-executive director on 17th August 2012)

Independent Non-executive Directors

Mr. Harold Richard Kahler (retired on 17th August 2012)
Mr. Tam King Ching Kenny

Mr. Xu Lin Bao

Mr. Tse Lung Wa Teddy (appointed on 17th August 2012)

In accordance with the Company’s Bye-laws 86(2) and
87(1), Mr. Frank Mufoz, Mr. Tam King Ching Kenny
and Mr. Tse Lung Wa Teddy will retire from office at the
forthcoming annual general meeting and being eligible,
will offer themselves for re-election at such meeting.

After Mr. Harold Richard Kahler's retirement on 17th
August 2012, he acted as a consultant of the Company
until 31st December 2014.

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 2013, the interests and short positions
of the directors and chief executives of the Company in
the shares of HK$0.10 each in the capital of the Company
(the “Shares”), underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(the “SFO™)) which (a) were required to be notified to the

Company 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 the
Company and the Stock Exchange, were as follows:

(i) Long positions in Shares and options of the Company

Number of
Attributable share
interest to Number of Approximate options  Aggregate
Name of directors Capacity the directors Shares percentage (Note b) interest
Mr. Yao Cho Fai Andrew (“Mr. Yao") Interest of controlled  deemed interest 173,424,000 41.91% - 173,424,000
corporation, (indirectly)
Huge Top (Note a)
Beneficial owner 100% (directly) 2,512,000 0.61% 1,500,000 4,012,000
175,936,000 42.52% 1,500,000 177,436,000
Mr. Frank Mufioz Beneficial owner 100% (directly) - - 4,000,000 4,000,000
Mr. Dong Sai Ming Fernando Beneficial owner 100% (directly) 142,000 0.03% 500,000 642,000
Mr. Harold Richard Kahler Beneficial owner 100% (directly) 66,000 0.02% 1,000,000 1,066,000
(retired on 17th August 2012)
Mr. Lim Kern Beneficial owner 100% (directly) - - 7,630,000 7,630,000
(resigned on 31st December 2012)
Mr. Tam King Ching Kenny Beneficial owner 100% (directly) - - 1,000,000 1,000,000
Mr. Xu Lin Bao Beneficial owner 100% (directly) - - 1,000,000 1,000,000
Notes:

a.  Asat 31st March 2013, Huge Top Industrial Ltd.
("Huge Top"”) held 173,424,000 Shares. Mr. Yao
was one of the two directors of Huge Top while
the remaining director of Huge Top was Ms. Yao
Che Li Miriam who is the sister of Mr. Yao. Mr. Yao
directly held approximately 11.90% and indirectly
through Perfect Capital International Corp.
("Perfect Capital”) owned approximately 42.86%
of the issued shares of Huge Top and was entitled

to exercise more than one-third of the voting
power at general meetings of Huge Top. Mr. Yao
owned the entire issued share capital of Perfect
Capital. These interests of the aforesaid director in
the Shares were corporate interests.

b.  The interests of the directors in the share options
of the Company are separately disclosed in the
section headed “Share Option Scheme"” below.
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(ii) Long positions in associated corporation — Huge Top

Attributable

interest to Number of  Approximate

Name of directors Capacity the directors shares percentage

Mr. Yao Interest of controlled deemed interest 36 42.86%
(Refer to Note a in (i) above) corporation, Perfect Capital  (indirectly)

Beneficial owner 100% (directly) 10 11.90%

46 54.76%

Mr. Dong Sai Ming Fernando Beneficial owner 100% (directly) 13 15.48%

Save as disclosed above, as at 31st March 2013, none
of the directors, chief executives of the Company and
their associates had any personal, family, corporate
or other interests or short positions in the shares,
underlying shares or debentures of the Company or
any of its associated corporations (within the meaning
of Part XV of the SFO) which (a) were required to be
notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV 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 the Company and the Stock
Exchange.

Apart from the foregoing, at no time during the year
was the Company 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 the Company 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 the Company nor exercised any
such right.

Directors’ Interest in Contracts

Save as disclosed in Note 9 to the accompanying accounts,
no contracts of significance in relation to the VSC Group's
business to which the Company or any of its subsidiaries
was a party and in which any of its directors or members
of its management had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time
during the year.

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 Debentures” above, as at 31st
March 2013, according to the register of interests kept by
the Company under section 336 of the SFO, the following
entities have interests or short positions in the Shares and
underlying Shares which fall to be disclosed under Divisions
2 and 3 of Part XV of the SFO:

27




28

Van Shung Chong Holdings Limited
Annual Report 2012/13

Report of the Directors

Number of Approximate Number of Aggregate

Name Capacity Shares percentage share options interest

Huge Top Beneficial owner 173,424,000 41.91% - 173,424,000

Perfect Capital Interest of controlled 173,424,000 41.91% - 173,424,000
corporation (Note a)

Ms. Yao Che Li Miriam Interest of controlled 173,424,000 41.91% - 173,424,000
corporation (Note b)

Beneficial owner 2,000,000 0.48% 1,000,000 3,000,000

175,424,000 42.39% 1,000,000 176,424,000

Notes:

(@ Asat 31st March 2013, Huge Top held 173,424,000
Shares. Perfect Capital owned approximately 42.86%
of the issued shares of Huge Top and was entitled
to exercise more than one-third of the voting power
at general meetings of Huge Top and therefore was
deemed to be interested in these Shares through Huge
Top.

(b) As at 31st March 2013, Huge Top held 173,424,000
Shares. Ms. Yao Che Li Miriam was one of the two
directors of Huge Top while the remaining director
of Huge Top was Mr. Yao who is the brother of Ms.
Yao Che Li Miriam and therefore was deemed to be
interested in these Shares through Huge Top.

Save as disclosed above, as at 31st March 2013, the
directors were not aware of any other persons (other
than directors or chief executives of the Company) who
had interests or short positions in the shares, underlying
shares or debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO)
which would fall to be disclosed to the Company under
Divisions 2 and 3 of Part XV of the SFO.

Share Option Scheme

The share option scheme adopted since 12th November
2001 (the “2001 Share Option Scheme”) was terminated
on 11th August 2011 and a share option scheme had been
adopted since 11th August 2011 (the “2011 Share Option
Scheme”) at the 2011 annual general meeting of the
Company (“2011 AGM"). Upon termination of the 2001
Share Option Scheme, no further options will be granted
thereunder but in all other respects, the provisions of the
2001 Share Option Scheme shall remain in force and all
options granted prior to such termination shall continue
to be valid and exercisable in accordance therewith. The
terms of the 2011 Share Option Scheme are contained
in a circular sent to shareholders of the Company in July
2011. Summary of the 2011 Share Option Scheme was as
follows:

1. Purpose of the 2011 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 2011 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
2011 Share Option Scheme.
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Total Number of Shares Available for Issue
under the 2011 Share Option Scheme and
Percentage of Issued Share Capital as at
the Date of the Annual Report

After the adoption of 2011 Share Option Scheme
mandate limit has been approved at the 2011 AGM,
the Company may initially grant options representing
41,412,825 Shares under the 2011 Share Option
Scheme (i.e. approximately 10% of the issued share
capital of the Company as at 11th August 2011 (the
date of the 2011 AGM) and approximately 10% of
the issued share capital of the Company 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 2011 Share Option
Scheme and any other share option scheme(s) of the
Company 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 the Company or any of its subsidiaries if
this will result in the 30% limit being exceeded.

Maximum Entitlement of each Participant
under the 2011 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 2011 Share Option Scheme and any other
share option scheme(s) of the Company 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 for which 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 2011 Share Option Scheme at any time during a
period to be notified by the Board to each grantee.

The Amount Payable on Application or
Acceptance of the Option and the Period
within which 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 the Company.

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 stated 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 2011 Share
Option Scheme

The 2011 Share Option Scheme shall be valid and
effective for a period of ten years commencing on the
adoption date i.e. 11th August 2011.

The 2011 Share Option Scheme will expire on 10th
August 2021.
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The share options outstanding under the 2001 Share Option Scheme during the year were as follows:

Number of share options
Exercise Beginning Granted Exercised  Lapsed
Name or category of price per of  during  durng  during  Endof
participant Date of grant Exercise period Share theyear theyear theyear theyear theyear
'000 '000 '000 '000 '000
Directors:
Mr. Yao 13th September 2006 13th September 2007 to HK$0.90 1,500 - - - 1,500
12th September 2016
Mr. Dong Sai Ming Fernando 19th September 2003 19th September 2005 to HK$1.418 300 - - - 300
18th September 2013
13th September 2006 13th September 2007 to HK$0.90 200 - - - 200
12th September 2016
Mr. Tam King Ching Kenny 19th June 2008 19th June 2008 to HK$0.78 1,000 - - - 1,000
18th June 2018
Mr. Harold Richard Kahler 19th June 2008 19th June 2008 to HK$0.78 1,000 - - - 1,000
(retired on 17th August 2012) 18th June 2018
Mr. Xu Lin Bao 19th June 2008 19th June 2008 to HK$0.78 1,000 - - - 1,000
18th June 2018
Mr. Lim Kern 19th July 2010 Tst June 2012 to HK$0.828 3815 - - (3,815) -
(resigned on 31st December 2012) 18th July 2020
Tst August 2011 Tst August 2013 to HK$0.692 3,815 - - - 3,815
31st July 2015
Sub-total 12,630 - - (3,815) 8,815
Employees:
In aggregate 7th May 2003 7th May 2005 to HK$0.97 700 - - (200) 500
6th May 2013 (Note 2)
In aggregate 19th September 2003 19th September 2005 to HK$1.418 1,000 - - - 1,000
18th September 2013
In aggregate 13th September 2006 13th September 2007 to HK$0.90 600 - (100) (200) 300
12th September 2016
In aggregate 18th September 2009 18th September 2011 to HK$0.586 4,250 - (830)  (2,084) 1,336
17th September 2019
(Note 3)
In aggregate 13th October 2009 13th October 2009 to HK$0.504 10,500 - - - 10,500
12th October 2019
Sub-total 17,050 - (930) (2,484) 13,636
Others:
In aggregate 2nd May 2003 2nd May 2003 to HK$0.98 1,000 - - - 1,000
1st May 2013
In aggregate 13th October 2009 13th October 2009 to HK$0.504 6,000 - - - 6,000
12th October 2019
Sub-total 7,000 - - - 7,000
Total of 2001 Share Option Scheme 36,680 - (9300  (6299) 29451
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Notes:

1. For the 2001 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:

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

(i)  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.

(i)  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.

The options to subscribe for Shares at a price of

HK$0

.586 per Share are to be exercisable in whole or in

part in the following manner:

U

(ii)

(iii)

During the period starting from 18th September
2011 to 17th September 2012, the option may be
exercised up to 33.33% of such Shares.

During the period starting from 18th September
2012 to 17th September 2013, the option may
(to the extent not exercised in accordance with (i)
above) be exercised up to 66.66% of such Shares.

During the period starting from 18th September
2013 to 17th September 2019, the option may (to
the extent not exercised in accordance with (i) and
(ii) above) be exercised in full.

The share options outstanding under the 2011 Share Option Scheme during the year were as follows:

Number of share options
Exercise Beginning  Granted Exercised  Lapsed
Name or category of price per of  during  during  during  Endof
participant Date of grant Exercise period Share theyear theyear theyear theyear theyear
‘000 ‘000 ‘000 ‘000 ‘000
Directors:
Mr. Lim Kern (resigned on 7th September 2012 1st August 2014 to HK$0.49 - 3815 - - 3,815
31st December 2012) 31st July 2016

Mr. Frank Munoz 16th November 2012 16th November 2013 to HK$0.67 - 4,000 - - 4,000

15th November 2022

(Note 2)
Sub-total - 7815 - - 7815
Employees:
In aggregate 16th November 2012 16th November 2012 to HK$0.67 - 3,400 (160) - 3,240

15th November 2022

(Note 3)
Total of 2011 Share Option Scheme - 11,215 (160) - 11,055
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Notes:

1. For the 2011 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$0.67
per Share granted to Mr. Frank Mufioz are to be
exercisable in whole or in part in the following manner:

(i)  During the period starting from 16th November
2013 to 15th November 2014, the option may be
exercised up to 25% of such Shares.

(i)  During the period starting from 16th November
2014 to 15th November 2015, the option may
(to the extent not exercised in accordance with (i)
above) be exercised up to 50% of such Shares.

(i) During the period starting from 16th November
2015 to 15th November 2016, the option may (to
the extent not exercised in accordance with (i) and
(ii) above) be exercised up to 75% of such Shares.

(iv) During the period starting from 16th November
2016 to 15th November 2022, the option may (to
the extent not exercised in accordance with (i) and
(ii) and (iii) above) be exercised in full.

3. The options to subscribe for Shares at a price of HK$0.67
per Share granted to Employees are to be exercisable in
whole or in part in the following manner:

(i)  During the period starting from 16th November
2012 to 15th November 2013, the option may be
exercised up to 20% of such Shares.

(i)  During the period starting from 16th November
2013 to 15th November 2014, the option may
(to the extent not exercised in accordance with (i)
above) be exercised up to 40% of such Shares.

(i) During the period starting from 16th November
2014 to 15th November 2015, the option may (to
the extent not exercised in accordance with (i) and
(ii) above) be exercised up to 60% of such Shares.

(iv) During the period starting from 16th November
2015 to 15th November 2016, the option may (to
the extent not exercised in accordance with (i), (ii)
and (iii) above) be exercised up to 80% of such
Shares.

(v)  During the period starting from 16th November
2016 to 15th November 2022, the option may (to
the extent not exercised in accordance with (i), (ii),
(iii) and (iv) above) be exercised in full.

Related Party Transactions

Details of related party transactions are set out in Note 37
to the accompanying consolidated financial statements.

Competing Interests

For the year ended 31st March 2013, none of the directors
or the controlling shareholders of the Company 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 the Company
and within the knowledge of the directors as at the date
of this annual report, the Company has maintained the
prescribed public float under the Listing Rules.

Auditor

The accompanying consolidated financial statements were
audited by PricewaterhouseCoopers. A resolution for their
re-appointment as the Company’s auditor for the ensuing
year is to be proposed at the forthcoming annual general
meeting. There was no change in auditors of the Company
in any of the preceding three years.

On behalf of the Board

Yao Cho Fai Andrew
Chairman and Executive Director

Hong Kong, 20th June 2013
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Mr. Yao Cho Fai Andrew

Mr. Frank Muioz

Mr. Dong Sai Ming Fernando
Mr. Tam King Ching Kenny
Mr. Xu Lin Bao

Mr. Tse Lung Wa Teddy
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Executive Directors

Mr. Yao Cho Fai Andrew

aged 47, is the chairman of the Company. Mr. Yao graduated from the University of California, Berkeley and Harvard
Graduate School of Business. He serves as the Deputy to the 12th National People’s Congress (NPC) of PRC, Member of the
Shanghai China People’s Political Consultative Conference, the Standing Committee Member of All-China Youth Federation,
the Board Member of Fudan University in Shanghai and the Member of the Barristers Disciplinary Tribunal Panel. He was
awarded “Young Industrialist Award of Hong Kong” in 2004. He was awarded Justice of Peace by HKSAR in 2008. Mr. Yao is
an independent non-executive director of Kader Holdings Company Limited which is a company listed on main board of The
Stock Exchange of Hong Kong Limited. Mr. Yao is also a director of most of the subsidiaries of the Company.
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Mr. Frank Mufioz

aged 44, is the chief executive officer of the Company. Mr. Mufioz holds a bachelor’s degree in electrical engineering. He
was the president and chief executive officer of Ryerson China Limited and president of Ryerson Asia Limited. He was also
the chairman of the operating committee of the joint venture of Ryerson China Group and Shinsho Corporation, and the
board director of Guangzhou Baosteel Jing Chang Steel Processing Company Limited (a joint venture of Ryerson China
Group, Shanghai Baosteel Corporation and Japan Mitsui & Co., Ltd.) in Nansha, China. Mr. Mufioz joined Ryerson Inc. in
1988 and has held various sales and operating positions. In 1994, he was part of the leadership team of Ryerson de Mexico
SA de CV. From 1998 to 2006, he was the president and the chief operating officer of Ryerson de Mexico SA de CV. In
2006, he moved to China as the vice president of international of Ryerson Inc. and the board directors of VSC-Ryerson
China Limited (Name changed to “Ryerson China Limited”). Mr. Mufoz was a member of the executive and remuneration
committees and the board director from April 2006 to June 2009, and the chairman of the board from October 2007 to
June 2009 of Tata Ryerson India Limited (a joint venture of Ryerson Inc. and Tata Steel Ltd.). Mr. Mufioz has been a member
of American Chamber of Commerce in Shanghai and Monterrey Mexico. He was also the chairman of all the subsidiaries of
Ryerson China Limited. He is also a director of some of the subsidiaries of the Company.

Non-Executive Director

Mr. Dong Sai Ming Fernando

aged 51, is a non-executive director of the Company. He has over twenty years’ experience in international trading. Mr. Dong
was extensively involved in warehouse management, property investment and the China operations of the VSC Group. He
had also been assisting the VSC Group to establish new manufacturing facilities in both Hong Kong and Mainland China. Mr.
Dong is also a member of the Chinese People’s Political Consultative Conference Guangzhou Huangpu District Committee.
Mr. Dong joined the VSC Group in 1987. He was also a director of some of the subsidiaries of the Company.

Independent Non-Executive Directors

Mr. Tam King Ching Kenny

aged 64, 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 Small and Medium Practioners Leadership Panel
and Practice Review 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 West China
Cement Limited. Mr. Tam was an independent non-executive director of North Asia Strategic Holdings Limited, a company
listed on the GEM board of The Stock Exchange of Hong Kong Limited from September 2004 to February 2013.
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Mr. Xu Lin Bao

aged 64, holds an EMBA degree from Fudan University, Shanghai. He is a senior qualified economist. Mr. Xu has been an
administrative director of China Real Estate Association from 1999 to May 2006, the chairman of directors of the Committee
of Management of China Real Estate Association from 1999 to June 2005, and currently the vice chairman of Real Estate
Research Center of Shanghai Academy of Social Sciences and the 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 December 2005.

Mr. Tse Lung Wa Teddy

aged 49, graduated with BA (Hon.) from University of Hong Kong in 1987, major in Economics and Philosophy. He is a
business and commercial professional with extensive work experience gained in international steel arena and particularly
in China region. He worked for Cargill Hong Kong Limited since 1992 till April 2012 and spent most of his time in steel
sector. Mr. Tse was promoted to be the Senior Vice President of Cargill Ferrous International since 2008. He managed
different trading books for various ferrous commodities globally, both physical and derivative markets and cross products
arbitrage, business strategy and business risk management. He has successful track record of driving business growth to
lead Cargill steel trading become the global market leader in the industry, particularly in commodities such as iron and steel
related and mineral and resource international trading and distribution. He also worked as Vice President of Cargill Energy,
Transportation and Industrial Asia business unit for China market since 2010 till April 2012. Mr. Tse is now the vice chairman
of Smart Timing Steel Limited from July 2012 till now.
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Mr. Lau Chi Chiu Patrick

Managing Director — Hong Kong Steel and International Trading

Mr. Lau Chi Chiu Patrick, aged 46, joined VSC in 1991. Mr. Lau has held various sales and marketing positions in our Plastics
and Steel Group. He was the General Manager of Plastics business from April 2003 to November 2011 and the General
Manager of Steel business in Hong Kong and International Trading from December 2011 to May 2013. Mr. Lau holds a
Bachelor degree in Commerce (Marketing & Management) from Curtin University of Technology in Australia.

Mr. Jiang Zhong Xian

Managing Director — Shanghai Bao Shun Chong

Mr. Jiang Zhong Xian, aged 50, is the Managing Director of Shanghai Bao Shun Chong International Trading Company
Limited (Shanghai Bao Shun Chong). He joined Shanghai Bao Shun Chong, a joint venture of VSC and Shanghai Baosteel
Development Co., Ltd., in 1993. Mr. Jiang graduated from Northeastern University with a Bachelor degree in Mechanical
Engineering and holds a Master degree in EMBA degree in China Europe International Business School. He has worked in
Shanghai Baosteel for over 29 years and has more than 22 years of experience in steel trading. Mr. Jiang is the vice chairman
of Shanghai Federation of Industry & Commerce Steel Chamber of Commerce and the chairman of Pre-Painted Galvianised
Steel Chamber of Commerce (%227 &) with extensive knowledge in the domestic and international steel market.

Mr. Leong Chit Bun Leo

Managing Director — Building & Design Solutions

Mr. Leong Chit Bun Leo, aged 42, joined VSC in 2013. Prior to joining VSC, Mr. Leong was the Sales Director, North Asia of
Honeywell Building Solutions. He has over 20 years of experience in sales, account management and business development
in Asia. Mr. Leong received his Master degree in Business Administration from Murdoch University in Perth, Australia and
Bachelor degrees in Engineering and Commerce from the University of Western Australia.

Mr. Leung Lin Cheong Louis

Managing Director — Real Estate Development

Mr. Leung Lin Cheong Louis, aged 47, joined VSC in 2007. He has acquired over 28 years of work experience in the real estate
industry with various prominent listed property developers and leading international property consultants in Hong Kong and
China. Mr. Leung received a Master degree in International Real Estate from the Hong Kong Polytechnic University. Apart
from being a fellow member of the Royal Institution of Chartered Surveyors, and Registered Professional Surveyor (General
Practice) in Hong Kong, he is also a full member of the Hong Kong Institute of Surveyors, member of the Hong Kong Institute
of Real Estate Administrators, fellow member of Hong Kong Institute of Real Estate, Chartered Marketer, fellow member of
the UK Chartered Institute of Marketing.

Mr. Lau Shui Kee Eric

General Manager - Plastic Resins

Mr. Lau Shui Kee Eric, aged 37, joined VSC in 2013. Mr. Lau was the Sales Director (Industrial Sales) — Asia Pacific of Alcoa
International (Asia) Limited. He has over 13 years of experience in sales, marketing and business development in Asia. Mr.
Lau holds a Master degree in Business Administration from The University of Canberra and a Bachelor degree in Mechanical
Engineering from The University of New South Wales in Australia.
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Leadership Profile

Ms. Luk Pui Yin Grace

Chief Financial Officer

Ms. Luk Pui Yin Grace, aged 48, joined VSC in 2013. Ms. Luk started her career in the audit field and has held positions as
Director, Financial Controller and Vice President in various multinational companies with her last position being the Chief
Operating Officer and Chief Financial Officer of North Asia Strategic Holdings Limited (listed on the Growth Enterprise
Market of the Hong Kong Stock Exchange). She received her Bachelor degree in Business Administration from the Chinese
University of Hong Kong. She is a fellow of the UK Association of Chartered Certified Accountant, an associate of both the
UK Chartered Institute of Management Accountants and the Hong Kong Institute of Certified Public Accountants.

Ms. Lam Yee Fan Karen

Company Secretary

Ms. Lam Yee Fan Karen, aged 45, joined VSC as Company Secretary in 2013. Ms. Lam has over 20 years of experience
in company secretarial practices and corporate governance in various companies that are listed on the Hong Kong Stock
Exchange and/or NASDAQ. Prior to joining VSC, Ms. Lam was the Company Secretary of North Asia Strategic Holdings
Limited (listed on the Growth Enterprise Market of the Hong Kong Stock Exchange). Ms. Lam holds a Master degree of
Corporate Finance from The Hong Kong Polytechnic University, a Bachelor degree of Arts in Accountancy from the City
University of Hong Kong and a Bachelor degree in Laws from the Peking University. She is an associate member of The Hong
Kong Institute of Chartered Secretaries and The Institute of Chartered Secretaries and Administrators.

Ms. Lau Ching Han Charity

Human Resources Director

Ms. Lau Ching Han Charity, aged 51, was the Senior Human Resources Manager of VSC from 2005 to 2008 and became the
Human Resources Director of VSC in 2009. Ms. Lau has over 25 years of experience in human resources and administration.
Prior to joining VSC, she was the Human Resources Director of Hong Kong Educational Publishing House Ltd and the Senior
Human Resources Manager of Karin Technology Holdings Ltd. Ms. Lau holds a Diploma in Personnel Management from the
Hong Kong Polytechnic University and a Master degree of Science in Human Resources from the University of Ireland, Dublin as
well as the Certification of Human Resources Professional of China. She is an associate member of The Hong Kong Institute
of Chartered Secretaries, The Institute of Chartered Secretaries and Administrators and a member of Hong Kong Institute of
Human Resources Management.
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Independent Auditor’s Report
18 3 A% 24 B

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 41 to
146, which comprise the consolidated and company statement
of financial position as at 31st March 2013, and the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the Consolidated
Financial Statements

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view 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,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

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.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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Independent Auditor’s Report
B AR S

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an 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
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the VSC
Group as at 31st March 2013, and of the VSC Group's profit and
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 20th June 2013
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Consolidated Income Statement

2 : \ /
n‘/T\
For the year ended 31stMarch 2013 HE—_Z—=F=ZA=+—HIFE
2013 2012
—E-=F —F——4F
Note HK$'000 HK$'000
B =E FHET FAT
Revenue WA 5 3,760,620 4,432,081
Cost of sales SHE A 7 (3,405,558) (4,260,894)
Gross profit EF 355,062 171,187
Other gains — net Hihzs — 358 6 534 47,463
Selling and distribution expenses HERDHETH 7 (31,494) (34,040)
General and administrative expenses —R R ATE 7 (206,729) (163,299)
Operating profit BRF 117,373 21,311
Finance income B 10 1,412 1,584
Finance costs % ER 10 (21,499) (25,300)
Share of profits of associates — net FE(L B A TR — 20 3,529 8,465
Profit before income tax BRBR AR R 100,815 6,060
Income tax (expense)/credit FEB(ZH) A 11 (29,355) 4,787
Profit for the year FERA 71,460 10,847
Attributable to: FE(L
Equity holders of the Company RATIREREE A 14 71,600 6,283
Non-controlling interest FEE ] 1t 2 (140) 4,564
71,460 10,847
Earnings per ordinary share for profit ZANFEE RN T RE
attributable to the equity holders of &85 AEMLERZ
the Company during the year BEREEREF
- Basic - 7 14 HK17.30 centsi#fll  HK1.52 centsi&{ll
— Diluted — 5% 14 HK17.14 centsifll  HK1.51 centsi& il
Dividends BE 13 21,525 7,454
The notes are an integral part of these consolidated financial Mm% SR BERRBEg s —59 -

statements.
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Consolidated Statement of Comprehensive Income

AEXTHER

For the year ended 31st March 2013 HE —F—=F=HA=+—H It &E

2013 2012
—E-=F —EF——F
HK$'000 HK$'000
FET FAET
Profit for the year FEHER 71,460 10,847
Other comprehensive income: Hib2mEWA :
Change in fair value of available-for-sale AMEHEZHBEE 2 AFEE
financial asset ) (190) 147
Currency translation differences EHEN =58 1,119 10,325
Other comprehensive income for the year FEHEMEZEBA 929 10,472
Total comprehensive income for the year FEZHEWRALLE 72,389 21,319
Total comprehensive income attributable to: FE{E 2 E U A 425 :
— Equity holders of the Company —ARNBIREZE A 72,408 15,570
— Non-controlling interest — IR f M (19) 5,749
72,389 21,319

The notes are an integral part of these consolidated financial
statements.

HERZERAMBEREBEZ 8D -



Statement of Financial Position

BAIEAR AR

As at 31st March 2013 R =—ZE—=F=HA=+—H

Consolidated Company
gE FiN/NC]|
2013 2012 2013 2012
—Eg-=F —ZT-—-—F =ZEBE-=ZE —ZT——F
Note HK$'000 HK$'000 HK$'000 HK$'000
BizE FEx FHIT FEx FHIT
Non-current assets ERBEE
Property, plant and equipment Y BB KRR 15 14,767 15,355 - -
Investment property REME 16 22,000 22,000 - -
Land use rights T AR 17 10,324 10,526 - =
Intangible assets BYEE 18 18,136 10,659 - =
Investments in subsidiaries REB AR ZKE 19 - = 514,543 523,935
Investments in associates REEE AR ZIRE 20 182,592 169,552 - -
Deferred income tax assets BB HEE 21 15,204 32,493 - =
Available-for-sale financial asset AR E BB EE 22 255 445 - -
Amount due from an associate JE U — B & A ) 20 6,197 = - =
Total non-current assets FRENEERE 269,475 261,030 514,543 523,935
Current assets REBEE
Inventories FE 24 365,717 396,858 - -
Trade and bill receivables FEUBR TN e ik 25 423,490 563,976 - =
Loan receivable EWE R 25 19,000 19,000 - -
Prepayments, deposits and other HERFIE  EZEK
receivables Hof RS AR IR 26 117,825 122,862 66 68
Derivative financial instruments TEERmIA 23 1,059 629 - -
Amounts due from associates iGN 20 24,773 24,081 - =
Pledged bank deposits BIKIRIRI TR 27 97,428 134,066 12,050 -
Cash and cash equivalents RekHReSE 27 460,403 267,448 8,928 12,588
Total current assets MENEEEE 1,509,695 1,528,920 21,044 12,656
Current liabilities REARE
Trade and bill payables N RR R Z IR 28 340,141 340,013 - =
Receipts in advance TEURIA 48,328 62,642 - =
Accrued liabilities and other payables — fEt& &R E
FERTBEZR 29 47,856 38,558 70 44
Current income tax liabilities mEEHRAaE 10,860 2,099 - -
Borrowings (== 30 581,030 653,788 - =
Total current liabilities BB (EEE 1,028,215 1,097,100 70 44
Net current assets REEETFE 481,480 431,820 20,974 12,612
Total assets less current liabilities #AEERAEEE 750,955 692,850 535,517 536,547
Non-current liability FREBERE
Deferred income tax liabilities EEFEHARE 21 817 1,127 - =

Net assets EERE 750,138 691,723 535,517 536,547
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BRI AR

As at 31st March 2013 R—ZE—=F=H=+—H

Consolidated Company
oy VNG
2013 2012 2013 2012
—E-=f T ZB-=Ff ZIT—=f
Note HK$'000 HK$'000 HK$'000 HK$'000
BisE TR FET FTiER FAET
Equity R
Capital and reserves attributable to 22 5] IR H AL
equity holders of the Company BRAR &
Share capital [N 31 41,377 41,413 41,377 41,413
Reserves [ 33
— Proposed final dividend —EEAHRE 13 12,000 7,454 12,000 7,454
- Others —HAfth 661,747 610,040 482,140 487,680
715,124 658,907 535,517 536,547
Non-controlling interest FEIEFI R 35,014 32,816 - =
Total equity RSB 750,138 691,723 535,517 536,547
Yao Cho Fai Andrew Frank Muioz
P4 1E
Chairman Executive Director
E73 WITES
The notes are an integral part of these consolidated financial MisE Rk S e SRR BB —H5 -

statements.



Consolidated Statement of Changes in Equity

n‘/T\ *_l

For the year ended 31st March 2013 &% —

=N 7 4=
/\IQRU

B

T—=F=RA=+—HILFE

Attributable to equity holders of the Company
AARIRERSA AR

Non-
Share Other Retained controlling Total
capital reserves earnings Total interest equity
AR itk REEF BE R ER HEmazE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TAT TAT TAT TAT
(Note 31) (Note 33) (Note 33)
(Kr3E31) (Pi3E33) (Pi3E33)
As at 1st April 2011 R-E——-FNA-H 41,413 519,775 83,468 644,656 33,136 677,792
Profit for the year FERA - - 6,283 6,283 4,564 10,847
Qther comprehensive income Hip2EKA
- Change in fair value of available-for- ~ — A/t E 7 EIF5 4
sale financial asset EZATEEZS - 147 - 147 S 147
— Currency translation differences —ERELZS = 9,140 = 9,140 1,185 10,325
Total comprehensive income 2EBALSE - 9,287 6,283 15,570 5,749 21,319
Contributions by and distributionsto ~~ BIEEEEHEEAZ
owners of the VSC Group recognized  TERIEGZ DKE
directly in equity BEMERRR
— Transfer from retained earnings —EEARBRH - 269 (269) - - -
- Lapse of share options — R B E - (19) 19 - - =
— Share option scheme - value of —BiRiE 2 - R
services BE - 1,166 - 1,166 = 1,166
— Dividends paid to equity holders E YN
of the Company BAZIRE
- 2011 final dividend -Z%2——F
RHIR 2 - - (2,485) (2,485) - (2,485)
- Dividends paid to anon-controlling ~ — B —RIHBEAF
shareholder of a subsidiary e 2
RZRE = = = = (6,069) (6,069)
Total contributions by and EREEBHEEAZ
distributions to owners of FBREG DIk
the VSC Group # - 1,416 (2,735) (1,319) (6,069) (7,388)
As at 31st March 2012 —E--F=fH
=t+-A 41,413 530,478 87,016 658,907 32,816 691,723
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FAMBBBR
For the year ended 31st March 2013 &#Z —Z—=F=A=+—HItFE

Attributable to equity holders of the Company

FRRRERE AL
Non-
Share Other Retained controlling Total
capital reserves earnings Total interest equity
TS Hifdf RERF By FEMER i sk

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

TAR TAR TAR TAR TAR TAR
(Note 31) (Note 33) (Note 33)
(FiEE31) (F#EE33) (F#EE33)

As at 1st April 2012 R-ZE--FNE—H 41,413 530,478 87,016 658,907 32,816 691,723
Profit for the year EREA - - 71,600 71,600 (140) 71,460
Qther comprehensive income Hit2ERA
- Change in fair value of available-for-  — [t HE 7 BTHKE
sale financial asset EZNTEERE - (190) - (190) - (190)
— Currency translation differences —EMERER - 998 - 998 121 1,119
Total comprehensive income 2EWALSE - 808 71,600 72,408 (19) 72,389

Contributions by and distributions o~ EIESEEHAEAZ
owners of the VSC Group recognized A REGZ HIKE

directly in equity BEMERRR
— Transfer from retained eamings —EEARE BT - 425 (425) - - -
— Lapse of share options — R B - (1,735) 1,735 - - -
— Share option scheme - value of o U HE
services RBEE - 2,748 - 2,748 - 2,748
— Acquisition of a subsidiary K- EHEAR - - - - 12,014 12,014
- Loss on control of a subsidiary —KE—HHBAR
iy - (1,469) - (1,469) (9,159) (10,628)
~ Share repurchased and cancelled — B REHER D (145) 145 (1,175) (1,175) - (1,175)
— Exercise of share options — TR RE 109 575 - 684 - 684
— Dividends paid to equity holders of ~ — B i AN Rk HER:
the Company BAZRE
- 2012 final dividend -Z%5—-F
RERE - - (7,454) (7,454) - (7,454)
- 2013 interim dividend -ZZ—-F
hEfRE - - (9,525) (9,525) - (9,525)
- Dividends paid to anon-controlling ~~ — B —EHB AR
shareholder of a subsidiary i VE 313
RRZRE - - - - (638) (638)
Total contributions by and EIREEERBAZ
distributions to owners of FEREGZDIRE
the VSC Group £ (36) 689 (16,844) (16,191) 2,217 (13,974)
As at 31st March 2013 R-E-=%=8
=t+-H 41,377 531,975 141,772 715,124 35,014 750,138
The notes are an integral part of these consolidated financial Mzt B Em A SRR ERE 2 —35D -

statements.



Consolidated Statement of Cash Flows

an\/\IE, Y 2 /Jll: ’13—‘:2

For the year ended 31st March 2013 HZE—-F—=F=A=+—HILFE
2013 2012
—E—-=fF —F——4F
Note HK$°000 HK$'000
b FET FAT
Cash flows from operating activities K& EHZHERE
Cash generated from/(used in) operations & ESE /(FTA) 2R 4 34(a) 299,753 (134,366)
Interest received 2 1,412 1,584
Interest paid 2RFLE (21,499) (25,300)
Hong Kong profits tax refunded/(paid) BiRE (BB ENEH 401 (4,001)
China corporate income tax paid B BERFEAEH (5,957) (6,639)
Net cash generated from/(used in) waEsES (PR 2
operating activities REFEE 274,110 (168,722)
Cash flows from investing activities RETEZEESHRE
Purchase of property, plant and BEWE - BE k&E
equipment (24,116) (6,128)
Proceeds from disposals of property, plant HEWE - MENEZFE
and equipment Frf8 5038 34(b) 603 410
Acquisition of a business Wil — IR TS 35 (8,041) =
Proceeds from disposal of interest in a HER—RMBAR 2 #ExE
subsidiary Z S50 34(c) 3,509 -
Purchase of an available-for-sale financial ,E%E*IE—H,\ﬁ%ZEﬂ%
asset BE - (298)
Dividend received from an associate B —EHE AR 2R E 2,107 1,078
Loan to an associate M — A A R 2 B (12,395) =
Net cash outflow from investing activities X & /EE)RH 2R & /F58 (38,333) (4,938)
Cash flows from financing activities RETHZRERE
New bank loans T IRITE R 67,417 11,097
Repayment of bank loans EEIRITER (84,141) (80,397)
Net (decrease)/increase in trust receipt EERIFERITERZ
bank loans ACRD) SR (56,387) 122,944
Decrease/(increase) in pledged bank BRI ERORD
deposits (#hn) 36,397 (92,442)
Dividends paid to equity holders of the ENARARREZEAZ
Company &8 (16,979) (2,485)
Dividends paid to a non-controlling B —FEMRE ARz —
shareholder of a subsidiary FESZE SR R 2 B2 8 (638) (6,069)
Capital injection by non-controlling —FEWB AR 2 IEE %lJ 1
shareholdings of a subsidiary REZEFE 11,911 =
Shares repurchased Al (1,175) =
Exercise of share options TR B AR 684 -
Net cash outflow from financing activities @& /&R H 2 IRE/F58 (42,911) (47,352)
Increase/(decrease) in cash and cash ReMRSEE2EM
equivalents CR) 192,866 (221,012)
Cash and cash equivalents, beginning of ~ E¥7R4 KRR S%E
the year 267,448 485,868
Translation adjustments ME H FA R 89 2,592
Cash and cash equivalents, end of the year E£& R4 RIES%EHE 460,403 267,448
The notes are an integral part of these consolidated financial Mm% SR BRRBEg s 59 -

statements.
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General information

Van Shung Chong Holdings Limited (the “Company”) is a
limited liability company incorporated in Bermuda on 12th
January 1994 as an exempted company under the Companies
Act 1981 of Bermuda. The shares of the Company have been
listed on the Main Board of The Stock Exchange of Hong Kong
Limited since 18th February 1994. The address of its registered
office is Clarendon House, 2 Church Street, Hamilton HM11,
Bermuda.

The Company and its subsidiaries (the “VSC Group”) are
principally engaged in stockholding and trading of construction
materials such as steel products, sanitary wares, kitchen
cabinets, home furniture and plastic resins, installation work of
kitchen cabinets and property investment.

These consolidated financial statements are presented in
Hong Kong dollar (“HK$"), unless otherwise stated. These
consolidated financial statements have been approved for issue
by the Board of directors on 20th June 2013.

Summary of significant accounting
policies

The principal accounting policies applied 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.

2.1 Basis of preparation

These consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS"). They have been prepared
under the historical cost convention, as modified by the
revaluation of financial assets and financial liabilities
(including derivative instruments) at fair value through
profit or loss and investment property, which are carried
at fair value.

idated Financial Statements
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Notes to the Consolidated Financial Statements
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2 Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

The VSC Group is engaged in the trading of steel
products and exposes to the commodity price risk.
At the date of approving these consolidated financial
statements, the VSC Group’s committed sale orders
exceed the aggregate amount of on hand inventories
and committed purchase orders and fluctuations of steel
price could affect the VSC Group'’s financial performance
significantly. Further details of financial risk factors are set
out in Note 3 of these consolidated financial statements.

Although the risk cannot be completely guarded against,
the VSC Group has plans to minimise the potential
impacts. These plans, including adjusting the level of
inventory on hand, committing to supply contracts with
suppliers and/or entering into commodity futures on
steel price, are primarily aimed at reducing the potential
exposure to steel price fluctuation.

The preparation of these 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.
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TEETHRMER)

2 Summary of significant accounting 2

policies (Continued)

2.1 Basis of preparation (Continued) 2.1 REEE(E)
TR AR 2 5168 - &
AIRRBRATERN T ——FH

(@ The following new standards, amendments and (a)
interpretations to existing standards are mandatory

for the annual period beginning on or after 1st April
2012, but are currently not relevant to the VSC

H— Bz R ZFEMERS -
EIRAY B 5 IR 2 5= B AR

Group:

Amendment to
HKFRS 7

Amendment to
HKFRS 1

Amendment to
HKAS 12

Financial instruments:
Disclosures
First time adoption

Income taxes

(b) The following new standards, amendments and
interpretations to existing standards have been
issued, but are not effective and have not been early

adopted:

Amendment to
HKAS 1

HKAS 19
(Amendment)

HKAS 27
(Revised 2011)

HKAS 28
(Revised 2011)

Financial statements presentation
(effective for annual periods
beginning on or after 1st July
2012)

Employee benefits (effective for
annual periods beginning on or
after 1st January 2013)

Separate financial statements
(effective for annual periods
beginning on or after 1st
January 2013)

Associates and joint ventures
(effective for annual periods
beginning on or after 1st
January 2013)
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Notes to the Consolidated Financial Statements

e R HRAR M

TEETHRMER)

2 Summary of significant accounting 2
policies (Continued)

2.1 Basis of preparation (Continued) 2.1 REEE(E)
(b) The following new standards, amendments and (b) BERMATEIRBAER]ZFFTE

interpretations to existing standards have been

issued, but are not effective and have not been early
adopted: (Continued)

EURRCEINSEES -

B R AR

WEIRRIERA - ()

Amendment to Financial instruments: Presentation BEERHAER SRIA : 5]
HKAS 32 (effective for annual periods F3I25R2ERT (R=Z—mF
beginning on or after 1st —A—Hzkz
January 2014) BRRZFE
HR A
HKFRS 9 Financial instruments (effective for ERMBHREREL SMIAN=Z
annual periods beginning on or E9% —hF-—A-
after 1st January 2015) Az iR
ZEEHREE
)

HKFRS 7 and Mandatory effective date and BEIERERED altE A
HKFRS 9 transition disclosures (effective FTRRBERRE  RBEEERR
(Amendments) for annual periods beginning on WEER|E% (R=ZF—h&F

or after 1st January 2015) (1837) —A—B3xz
BHGZFE
HR A
HKFRS 10 Consolidated financial statements BRI RERED Geignk(R
(effective for annual periods E105 —T—=fF—
beginning on or after 1st A—B3z &
January 2013) a2 558
LEZY
HKFRS 11 Joint arrangements (effective for BEMBREREL SeRHMIT
annual periods beginning on or 115 —=F—f—
after 1st January 2013) Az &R
ZEEHRAE
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2 Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

(b) The following new standards, amendments and
interpretations to existing standards have been
issued, but are not effective and have not been early
adopted: (Continued)

HKFRS 12 Disclosures of interests in other
entities (effective for annual
periods beginning on or after
1st January 2013)

HKFRS 13 Fair value measurement (effective
for annual periods beginning on
or after 1st January 2013)

Amendment to First time adoption (effective for
HKFRS 1 annual periods beginning on or

after 1st January 2013)

Amendment to Financial instruments: Disclosures

HKFRS 7 (effective for annual periods
beginning on or after 1st
January 2013)

HK (IFRIC) - Int 20 Stripping costs in the production
phase of a surface mine
(effective for annual periods
beginning on or after 1st
January 2013)

HK (IFRIC) - Int 21 Levies (effective for annual periods
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Notes to the Consolidated Financial Statements

e R HRAR M

2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries

(a) Consolidation

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. The VSC Group also assesses existence of
control where it does not have more than 50% of
the voting power but is able to govern the financial
and operating policies by virtue of de-facto control.
De-facto control may arise from circumstances such
as enhanced minority rights or contractual terms
between shareholders, etc.

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.

Inter-company transactions, balances, income and
expenses on transactions between group companies
are eliminated. Profits and losses resulting from
inter-company transactions that are recognised in
assets are also eliminated. Accounting policies of
subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the
VSC Group.

Business combinations

The VSC Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred,
the liabilities incurred to the former owners of the
acquiree and the equity interests issued by the VSC
Group. The consideration transferred includes the
fair value of any asset or liability resulting from a
contingent consideration arrangement. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values at the
acquisition date.
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2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries (Continued)

(a) Consolidation (Continued)
Business combinations (Continued)
Acquisition-related costs are expensed as incurred.

Goodwill is initially measured as the excess of the
aggregate of the consideration transferred over
the net identifiable assets acquired and liabilities
assumed. If this consideration is lower than the fair
value of the net assets of the subsidiary acquired,
the difference is recognised in profit or loss.

(b) Separate financial statements
Investments in subsidiaries are accounted for at
cost less impairment. Cost also includes direct
attributable costs of investment. The results of
subsidiaries are accounted for by the Company on
the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving dividends from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying
amount of the investment in the separate financial
statements exceeds the carrying amount in the
consolidated financial statements of the investee’s
net assets including goodwill.

2.3 Associates

Associates are all entities over which the VSC Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased
or decreased to recognise the investor’'s share of the
profit or loss of the investee after the date of acquisition.
The VSC Group's investment in associates includes
goodwill identified on acquisition.
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2 Summary of significant accounting
policies (Continued)

2.3

2.4

Associates (Continued)

The VSC Group’s share of post-acquisition profits or
losses is recognised in the consolidated income statement,
and its share of post-acquisition movements in reserves
is recognised in other comprehensive income with a
corresponding adjustment to the carrying amount of the
investment. When the VSC Group’s share of losses in an
associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the VSC Group
does not recognise further losses, unless it has incurred
legal or constructive obligations or made payments on
behalf of the associate.

The VSC Group determines at each reporting date
whether there is any objective evidence that the
investment in the associate is impaired. If this is the case,
the VSC Group calculates the amount of impairment
as the difference between the recoverable amount of
the associate and its carrying value and recognises the
amount adjacent to “share of profits of associates — net”
in the consolidated income statement.

Profits and losses resulting from upstream and
downstream transactions between the VSC Group and its
associate are recognised in the VSC Group’s consolidated
financial statements only to the extent of unrelated
investor’s interests 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.

Dilution gains and losses in investments in associates are
recognised in the consolidated income statement.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the Chief
Operating Decision Maker (“CODM"), who is responsible
for allocating resources and assessing performance of the
operating segments, has been identified as the executive
directors that make strategic decisions.
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2 Summary of significant accounting
policies (Continued)

2.5 Foreign currency translation

(a)

(b)

Functional and presentation currency

ltems 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”). The consolidated financial statements
are presented in HK$, which is the Company’s
functional and the VSC Group’s presentation
currency.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
valuation where items are remeasured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the consolidated
income statement. All foreign exchange gains and
losses are presented in the consolidated income
statement with “other gains — net”.

Translation differences on non-monetary financial
assets and liabilities such as equities held at fair
value through profit or loss are recognised as part
of the fair value gain or loss. Translation differences
on non-monetary financial assets such as equities
classified as available-for-sale are included in the
other comprehensive income.
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e R HRAR M

2 Summary of significant accounting
policies (Continued)

2.5 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:

()

(ii)

(iii)

assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

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

all resulting exchange differences are
recognised as a separate component of other
comprehensive income.

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. Exchange difference is recognised
in other comprehensive income.
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2 Summary of significant accounting
policies (Continued)

2.6 Property, plant and equipment

2 FESTHHRHEE)

2.6 1% BENRKRE

Property, plant and equipment is stated at historical cost
less depreciation. 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. The
carrying amount of the replaced part is derecognised.
All other repairs and maintenance are charged in the
consolidated income statement during the financial year
in which they are incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate their
costs to their residual values over their estimated useful
lives, as follows:

—  Buildings 2% to 5%
— Leasehold improvements 20% to 33%
—  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 the end of each reporting
period.

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 (Note
2.10).

Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are
recognised within “other gains — net” in the consolidated
income statement.
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Notes to the Consolidated Financial Statements

2 Summary of significant accounting
policies (Continued)

2.7 Intangible assets

(a)

(b)

Goodwill

Goodwill arises on the acquisition of subsidiaries
and associates and represents the excess of the
consideration transferred over acquiree’s interest in
net fair value of the net identifiable assets, liabilities
and contingent liabilities of the acquiree and the fair
value of the non-controlling interest in the acquiree.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated to
each of the cash-generating units (“CGUs"), or
groups of CGUs, that is expected to benefit from
the synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the entity at which
the goodwill is monitored for internal management
purposes. Goodwill is monitored at the operating
segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes
in circumstances indicate a potential impairment.
The carrying value of goodwill is compared to the
recoverable amount, which is the higher of value
in use and the fair value less costs to sell. Any
impairment is recognised immediately as an expense
and is not subsequently reversed.

Distribution rights

Distribution rights acquired in a business
combination are recognised at fair value at the
acquisition date. Distribution rights have a finite
useful life and are carried at cost less accumulated
amortisation. Amortisation is calculated using
the straight-line method to allocate the cost of
distribution right over their estimated useful lives of
10 years.
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2 Summary of significant accounting
policies (Continued)

2.8

2.9

Land use rights

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

Investment property

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.

Investment property is measured initially at its cost,
including related transaction costs. After initial
recognition, investment property is carried at fair value,
representing open market value determined by external
valuers at least annually. Fair value is based on active
market prices, adjusted, if necessary, for any difference in
the nature, location or condition of the specific asset. If
this information is not available, the external valuers use
alternative valuation methods such as recent prices on
less active markets or discounted cash flow projections.
Changes in fair values are recognised in the consolidated
income statement.

Subsequent expenditure is charged to the asset’s carrying
amount 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 costs are expensed in
the consolidated income statement during the period in
which they are incurred.
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2 Summary of significant accounting
policies (Continued)

2.10 Impairment of non-financial assets

Assets that have an indefinite useful life — for example
goodwill, are not subject to amortisation and are tested
annually for impairment. Assets that are subject to
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 (CGUs). Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

2.11 Financial assets

(a) Classification

The VSC Group classifies its financial assets in the
following categories: at fair value through profit or
loss, loans and receivables and available-for-sale. The
classification depends on the purposes for which
the financial assets were acquired. Management
determines the classification of its financial assets at
initial recognition.

(i)  Financial assets at fair value through profit or
loss
Financial assets at fair value through profit
or loss are financial assets held for trading.
A financial asset is classified in this category
if acquired principally for the purpose of
selling in the short term. Derivatives are also
classified as held for trading unless they are
designated as hedges. Assets in this category
are classified as current assets if expected to
be settled within 12 months; otherwise, they
are classified as non-current.
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2 Summary of significant accounting
policies (Continued)

2.11 Financial assets (Continued)

(@) Classification (Continued)

(ii)

(iii)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for the amounts that are settled or
expected to be settled more than 12 months
after the end of the reporting period. These
are classified as non-current assets. The VSC
Group's loans and receivables comprise
“trade and bill receivables”, “prepayments,
deposits and other receivables”, “loan
receivable”, “amounts due from associates”,
"pledged bank deposits” and “cash and cash
equivalents” in the consolidated statement of

financial position (Note 2.15 and 2.16).

Available-for-sale financial asset
Available-for-sale financial asset is non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless the investment matures or
management intends to dispose of it within 12
months of the end of the reporting period.
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2 Summary of significant accounting

policies (Continued)
2.11 Financial assets (Continued)

2.11 ;!\ji]’% F /“E
BREARE

(b) Recognition and measurement (b)

Regular way purchases and sales of financial assets
are recognised on the trade-date — the date on
which the VSC Group commits to purchase or
sell the asset. Investments are initially recognised
at fair value plus transaction costs for all financial
assets not carried at fair value through profit or
loss. Financial assets carried at fair value through
profit or loss are initially recognised at fair value and
transaction costs are expensed in the consolidated
income statement. Financial assets are derecognised
when the rights to receive cash flows from the
investments have expired or have been transferred
and the VSC Group has transferred substantially
all risks and rewards of ownership. Available-for-
sale financial asset and financial assets at fair value
through profit or loss are subsequently carried at fair
value. Loans and receivables are carried at amortised
cost using the effective interest method.

Gains or losses arising from changes in the fair value
of the “financial assets at fair value through profit
or loss” category are recognised in the consolidated
income statement, within “other gains — net” in the
period in which they arise.

Changes in the fair value of monetary and non-
monetary securities classified as available-for-sale
are recognised in other comprehensive income.
Dividends on available-for-sale equity instruments
are recognised in the consolidated income
statement as part of “other gains — net” when the
VSC Group's right to receive payments is established.
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2 Summary of significant accounting
policies (Continued)

2.12 Impairment of financial assets

(a) Assets carried at amortised cost

The VSC Group assesses at the end of each
reporting period whether there is objective
evidence that a financial asset or group of financial
assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses
are incurred only if there is objective evidence of
impairment as a result of one or more events that
occurred after the initial recognition of the asset (a
“loss event”) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or group of financial assets that can
be reliably estimated.

Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency
in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

For loan and receivables category, the amount of
the loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at
the financial asset’s original effective interest rate.
The asset’s carrying amount of the asset is reduced
and the amount of the loss is recognised in the
consolidated income statement. If a loan or held-to-
maturity investment has a variable interest rate, the
discount rate for measuring any impairment loss is
the current effective interest rate determined under
the contract. As a practical expedient, the VSC
Group may measure impairment on the basis of an
instrument'’s fair value using an observable market
price.
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2 Summary of significant accounting
policies (Continued)

2.12 Impairment of financial assets (Continued)

(a)

(b)

Assets carried at amortised cost (Continued)

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment loss
is recognised in the consolidated income statement.

Assets classified as available-for-sale

The VSC Group assesses at the end of each
reporting period whether there is objective evidence
that a financial asset or a group of financial assets
is impaired. For equity investments classified as
available-for-sale, a significant or prolonged decline
in the fair value of the security below its cost is also
evidence that the assets are impaired. If any such
evidence exists for available-for-sale financial asset,
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 profit or loss — is removed
from equity and recognised in profit or loss.
Impairment losses recognised in the consolidated
income statement on equity instruments are
not reversed through the consolidated income
statement.

2.13 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 these derivative instruments are recognised

immediately in the consolidated income statement within

“other gains — net”.
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2 Summary of significant accounting
policies (Continued)

2.14 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-in, first-
out method. It excludes borrowing costs. Net realisable
value is the estimated selling price in the ordinary course
of business, less applicable variable selling expenses.

2.15 Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

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.

2.16 Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents include cash in hand and deposits held
at call with banks with original maturities of three months
or less.

2.17 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.
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2 Summary of significant accounting
policies (Continued)

2.18 Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified
as current liabilities if payment is due within one year
or less (or in the normal operating cycle of the business
if longer). If not, they are presented as non-current
liabilities.

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.

2.19 Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated income statement
over the period of the borrowings using the effective
interest method.

Borrowings are classified as current liabilities unless the
VSC Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
date.

2.20 Borrowing costs

General and specific borrowing costs directly attributable
to the acquisitions, construction or production of an asset
that necessarily takes a substantial period of time to get
ready for its intended use or sale are capitalised as part
of the cost of that asset. All other borrowing costs are
charged to the consolidated income statement in the
period in which they are incurred.
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2 Summary of significant accounting
policies (Continued)

2.21 Current and deferred income tax

The tax expense for the period comprises current and
deferred income tax. Tax is recognised in the consolidated

income statement, except to the extent that it relates to

item recognised directly in other comprehensive income
or directly in equity. In this case the tax is also recognised
in other comprehensive income or directly in equity,
respectively.

(a)

(b)

Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the reporting date in the countries
where the Company’s subsidiaries and associates
operate and generate taxable income. Management
periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not
recognised if they arise from initial recognition of
goodwill. The deferred income tax is not accounted
for if it arises from initial recognition of an asset
or liability in a transaction other than a business
combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantively
enacted at the reporting 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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2 Summary of significant accounting
policies (Continued)

2.21 Current and deferred income tax (Continued)

(b) Deferred income tax (Continued)

(c)

Inside basis differences (Continued)

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.

Outside basis differences

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries
and associates, except for deferred income tax
liability 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.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation
authority on either the taxable entity or different
taxable entities where there is an intention to settle
the balances on a net basis.

2.22 Employee benefits

(a) Pension obligation

The VSC Group operates defined contribution
plan. The schemes are generally funded through
payments to insurance companies or trustee-
administered funds, determined by periodic actuarial
calculations.
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2 Summary of significant accounting
policies (Continued)

2.22 Employee benefits (Continued)

(a)

(b)

Pension obligation (Continued)

A defined contribution plan is a pension plan under
which the VSC Group pays fixed contributions into
a separate entity. The VSC Group 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 VSC Group pays contributions to publicly or
privately administered pension insurance plans on a
mandatory, contractual or voluntary basis. The VSC
Group has no further payment obligations once the
contributions have been paid. The contributions are
recognised as employee benefit expense when they
are due. Prepaid contributions are recognised as an
asset to the extent that a cash refund or a reduction
in the future payments is available.

Termination benefits

Termination benefits are payable when employment
is terminated by the VSC Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these
benefits. The VSC Group recognises termination
benefits when it is demonstrably committed to a
termination when the entity has a detailed formal
plan to terminate the employment of current
employees without possibility of withdrawal. In
the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured
based on the number of employees expected to
accept the offer. Benefits falling due more than 12
months after the end of the reporting period are
discounted to their present value.
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2 Summary of significant accounting
policies (Continued)

2.22 Employee benefits (Continued)

(c) Bonus plans
The VSC Group recognises a liability and an expense
for bonus. The VSC Group recognises a provision
where contractually obliged or where there is a past
practice that has created a constructive obligation.

(d) Employee leave entitlements

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

2.23 Share-based payments

The VSC Group operates a number of equity-settled,
share-based compensation plans, under which the entity
receives services from employees as consideration for
equity instruments (options) of the VSC Group. 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 is determined by reference
to the fair value of the options granted:

o including any market performance conditions (for
example, an entity’s share price);

e excluding the impact of any service and non-market
performance vesting conditions (for example,
profitability, sales growth targets and remaining an
employee of the entity over a specified time period);
and

o including the impact of any non-vesting conditions
(for example, the requirement for employees to
save).
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2 Summary of significant accounting
policies (Continued)

2.23 Share-based payments (Continued)
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Non-market performance and service conditions are
included in assumptions about the number of options
that are expected to vest. The total expense is recognised
over the vesting period, which is the period over which all
of the specified vesting conditions are to be satisfied. In
addition, in some circumstances employees may provide
services in advance of the grant date and therefore the
grant date fair value is estimated for the purposes of
recognising the expense during the period between
service commencement period and grant date. At the
end of each reporting period, the VSC Group revises its
estimates of the number of options that are expected to
vest based on the non-marketing vesting conditions. It
recognises the impact of the revision of original estimates,
if any, in the consolidated income statement with a
corresponding adjustment to equity.

When the options are exercised, the Company issues
new shares. The proceeds received net of any directly
attributable transaction costs are credited to share capital
(nominal value) and share premium.

2.24 Provision

Provisions for environment restoration, restructuring costs
and legal claims are recognised when: the VSC Group
has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources
will be required to settle the obligation; and the amount
has been reliably estimated. Restructuring provisions
comprise lease termination penalties and employee
termination payments. Provisions are not recognised for
future operating losses.
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2 Summary of significant accounting
policies (Continued)

2.24 Provision (Continued)

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 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.

2.25 Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts returns and
value added taxes. The VSC Group recognises revenue
when the amount of revenue can be reliably measured;
when it is probable that future economic benefits will
flow to the entity and when specific criteria have been
met for each of the VSC Group’s activities as described
below. The VSC Group bases its estimates on historical
results, taking into consideration the type of customer,
the type of transaction and the specifics of each
arrangement.
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AJREE - BMEER — 2RI B EFTE
ZAEfR—1EIE B & E \//luﬁZTAb'|$$i
1K - H/RREREE -

BRERANAXZRARAENEE
Z%ﬁizfﬁu@aﬁri TR R R R E
LHeEREEERAREERESR
ﬂﬂZaﬂé PEER B EMmIE M
BBER /NS -

2.25 YA HERR
WAIZ B WSk e WA B 2 A FEERT
B UWHERNHEERZERSHE -
HBRITH RIBER IR - FRARK
AL AR SRt E - AREENZEH
Hbmb]\ 5B ﬂﬁ%’ﬂ\ﬁ ;%.XIE/EEJJ
i’]”'/:.\ﬂ 1l7|<1¢51(12DTYFﬁ3¢)'
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BEBALEEZ FREL A o



74 Van Shung Chong Holdings Limited

Annual Report 2012/13

Notes to the Consolidated Financial Statements

R R AR M T

2 FESTHHRHEE)

2 Summary of significant accounting
policies (Continued)

2.25 Revenue recognition (Continued) 2.25 IR AR (48)

Revenue is recognised as follows: WARERIAT :

(a) Sales of goods () Em#EE
Sales of goods are recognised when a group EEBEERESERRMNTE
entity has delivered products to the customer, the F REYUHEEERZRBRE
customer has full discretion over channel and price BEBTERERE - B MRRE
to sell the products, and there is no unfulfilled ATZEXRYERFEIEM
obligation that could affect the customer’s K- ZRRERES - EERE
acceptance of the products. Delivery does not HETEIEFEME - BRE REE
occur until the products have been shipped to the ZRABRBEZETESL  MEFLE
specified location, the risk of obsolescence and RIFEE A RER « Bl
loss have been transferred to the customer, and BHREERE  BIEEEBREER
either the customer has accepted the products in BB BB ERIZEE #i=
accordance with sales contract, the acceptance iz BRI AEEL -
provisions have lapsed, or the VSC Group has
objective evidence that all criteria for acceptance
have been satisfied.

(b) Service income (b) ARFEUWA
For sales of services, revenue is recognised in HRRIGHE @ WAKRERTE
accounting period in which the services are rendered R Z TR ERERBRE 2
by reference to stage of completion of the specific SETHRNER - WIZEREER
transaction and assessed on the basis of actual BRA&4E # T 1R it 2 48 AR 7 LE B 5T
services provided as a proportion of the total service 1 o
to be provided.

(c) Rental income () HEEWA
Rental income is recognised on a straight-line basis HEEWAREEHERNERE
over the period of the relevant leases. MR
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2 FESTHHRBEE)

2 Summary of significant accounting
policies (Continued)

2.26 Interest income 2.26 R E WA

Interest income is recognised using the effective interest
method. When a loan and receivable is impaired, the VSC
Group reduces the carrying amount to its recoverable
amount, being the estimated future cash flow discounted
at the original effective interest rate of the instrument,
and continues unwinding the discount as interest income.
Interest income on impaired loan and receivables are
recognised using the original effective interest rate.

2.27 Dividend income

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

2.28 Operating leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor), are charged to the consolidated income statement
on a straight-line basis over the period of the leases.

2.29 Dividend distribution

Dividend distribution to the Company’s equity holders
is recognised as a liability in the VSC Group’s and the
Company'’s financial statements in the period in which the
dividends are approved by the Company'’s shareholders or
directors, where appropriate.

BB AZE R R ZORHER © HER
REWERRHERE - BIEE & H K
FHESFREREEE - AMEEHR
TR MEBLRZ TR [RERRH KA,
B REESMRAELERSFE
WA o BIREE 5K B AR 2 I8
WARRER N RHER -

2.27 REUW A

B B ATARETE A HE W B RIB RS FERR,

2.28 &Y

B < R ED S L Fe 0 m R ey G A
ARBZBENDEREERLY - £E
FRHOAXN 2 KA B HEANK
Rz EMERER)  REEMANE
BEERAERRPHIR -

2.291k Bk

AR R A AN K BRBERK
BEARNRBRRRESE(MEE)HE
ZHRARBIRS SB RAREZH
BHRERERQAR
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R RER
3.1 MEREMBEZE

3 Financial risk management 3
3.1 Financial risk factors

The VSC Group’s activities expose it to a variety of
financial risks: market risk (including price risk, foreign
exchange risk, and cash flow and fair value interest
rate risk), credit risk, and liquidity risk. The VSC Group's
overall risk management programme focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the VSC Group’s
financial performance.

Risk management is carried out by a central treasury
department (group treasury) under policies approved by
the board of directors. The VSC Group treasury identifies,
evaluates and hedges financial risks in close co-operation
with the group’s operating units. The board provides
written principles for overall risk management, as well as
written policies covering specific areas, such as foreign
exchange risk, interest rate risk and credit risk.

(@) Market risk
(i)  Price risk

The VSC Group is subject to commodity
price risk because certain subsidiaries of the
VSC Group are engaged in the trading of
steel products. As at 31st March 2013, the
VSC Group’s had committed sales orders of
approximately 248,000 metric tonnes (2012:
170,000 metric tonnes) of steel products
for which the selling price is fixed, which
exceeded the aggregate amount of on-hand
inventories and committed purchase orders.
Over the coming year, the VSC Group will be
required to purchase steel products to fulfil
these committed sales orders not covered by
inventories and committed purchase orders.
As the prices of steel products can fluctuate
materially, the VSC Group’s results may be
affected significantly by future fluctuations in
steel prices (Note 4 (a)).

BEERE 2K EBHAZBYT
Rk : mHRER(SEERRR 4
M L N IR R E R A EERN R E
%) FERRERBESRER - BIR
EEE BEARERTEFENM
5 < BETR R 1 R SRR E T & B
ERBMBRRBETNTE -

R ETE R R BEE (EEFE)Z
REFSHEZBRAT - BIEESR
BREEAREEREENCER
BfF - AERRTE - FHEME R BER
R BEEERAERAREERITEER
RENREEHRE - WEINERR - 7
KEk MMEERRERERS -

(a) MIEERE
iy (EEERERk

HRBIEESE 2 & THEB
NEEHMERES +
HEIEEEBAESERE
KRR R=ZT—=F=
A=+—H BIEE&H
EEHHEEEREETE
2 SHEF] B #7248,000 A A
(ZZF— =% : 170,000 2
WE) 2 M E M BIBFE
GFENBREZEERE -
RE - BlESEEEERE
WM EMABITEFEZE
EEHEEREEE 2B
HEE - ARV ERZE
BAKIBKE) - BIES%EE
2 EE A RET I E AR R
M ERS R 2 2 (e
4(@a)) °
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3 Financial risk management (Continued)
3.1 Financial risk factors (Continued)
(a) Market risk (Continued)

0)

(ii)

Price risk (Continued)

The VSC Group is subject to price risk from
its investment in listed shares. Management
does not consider the risk significant since the
carrying value of the listed shares is immaterial.

Foreign exchange risk

The VSC Group operates internationally and
is exposed to foreign exchange risk arising
from various currency exposures, primarily
with respect to the US dollar (“US$") and the
Chinese Renminbi (“RMB"). Foreign exchange
risk arises from future commercial transactions,
recognised assets and liabilities and net
investments in foreign operations.

Management has set up a policy to require
group companies to manage their foreign
exchange risk against their functional currency.
The VSC Group companies are required to
hedge their entire foreign exchange risk
exposure with the VSC Group treasury. To
manage their foreign exchange risk arising
from future commercial transactions and
recognised assets and liabilities, entities in the
VSC Group use forward contracts, transacted
with group treasury. Foreign exchange risk
arises when future commercial transactions or
recognised assets or liabilities are denominated
in a currency that is not the entity’s functional
currency.

e R HRAR M

3 BKEREE(E)
3.1 BIERREE(E)
(a) TEERE)

()

(ii)

EBRER(E)
BIRS SEASHERER £
M 2 ERER - EHRR
LRy 2 RS R R
B ANEREERARERE
BRI TNERX o

SN L e
BIEEEEEBERZE -
HtEERN SRR 25
Rk - T2 RFET(E
THEARE(TARE]) -
S R g IR TR R 2R 7 2E 3%
% - EREREENMAB NI
BEEFRE -

ERECRILBE - ERE
BAREEHEDGEERA
B2 INERR - BIES &KE
AAHEEBEEIRE &EE R
B EZRRINERE &
EERARKBEISHRE
HREERBEZINER
% BIESSEERNAE
HEK  BEEEREET
R 5 o HNE R ARIREZE
Ry KEEREEXBE
ASEB % B ReThaE EHE 2 o
BEEHEREL -
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3 Financial risk management (Continued)
3.1 Financial risk factors (Continued)
(@) Market risk (Continued)

(ii)

Foreign exchange risk (Continued)

The VSC Group has certain investments in
foreign operations, which net assets are
exposed to foreign currency translation
risk. Currency exposure arising from the net
assets of the VSC Group’s foreign operations
is managed primarily through borrowings
denominated in the relevant foreign currencies.

At 31st March 2013, if HK$ had weakened/
strengthened by 2% against the RMB with
all other variables held constant, profit before
income tax would have been approximately
HK$2,889,000 (2012: HK$1,762,000)
higher/lower, mainly as a result of foreign
exchange gains/(losses) on translation of RIMB-
denominated monetary assets and liabilities.

The fair values of certain forward foreign
exchange contracts are determined using
the quoted RMB/US$ forward exchange
rates. If RMB appreciated against US$ by 2%
with all other variables held constant, profit
before income tax for the year would have
been higher by approximately HK$11,000
(2012: HK$5,000). If RMB depreciated against
US$ by 2% with all other variables held
constant, profit before income tax for the
year would have been lower by approximately
HK$136,000 (2012: HK$4,000).

3

B 7 R B

B (&)

MBREEBEE(E)
5 LB ()

(a)

(ii)

SNE R (4R)
BIEEEBEIBEE THRIME
BRE  HEEFHEAZI
KELRR - KEBIESE
BRIMSEBEFBMEL
ZEEEER - EZLAERIN
BIHEZBEETER -

%—xf:¢2H2+f
CREBLHEARET
E%/im% ' META HAb
SREHFTE - AR
mﬁl St ) FE I A0 IR A A
2,889,000 L (=& —=
£F 1 1,762,000/87C) * Jh=E
BHRFBUAARKEZ
BEREEERBEZERY
/(18R -

ATERAIINES N2 AFE
EREEARE TR
EEXEBEE  BREARER
EILHHE2% @ MATA HA4b

AEREFEFTE - AIE
F ZBR B AT & T FE 3 A0 4Y
11,0008 T( =T — =4 :
5,000 7T) - BRAE AR
HETLEE2% - MAAAH
fth AT A RAEFE R - RIS
FEBR B AR B FE R A 4
136,000/ (=T — =4 :
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3 Financial risk management (Continued)
3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

(iii)

Cash flow and fair value interest rate risk

The VSC Group’s interest rate risk arises
mainly from borrowings. Borrowings issued at
variable rates expose the VSC Group to cash
flow interest rate risk.

The VSC Group analyses its interest rate
exposure on a dynamic basis. Various scenarios
are simulated taking into consideration
refinancing, renewal of existing positions,
alternative financing and hedging. Based on
these scenarios, the VSC Group calculates the
impact on profit and loss of a defined interest
rate shift. For each simulation, the same
interest rate shift is used for all currencies.
The scenarios are run only for liabilities that
represent the major interest-bearing positions.

At 31st March 2013,
floating rate borrowings had been 100 basis

if interest rates on

points higher/lower with all other variables held
constant, profit before income tax for the year
would have been approximately HK$5,810,000
lower/higher (2012: HK$6,538,000), mainly as
a result of higher/lower interest expenses on
floating rate borrowings.

3 Bi#EkE

B (&)

MHREEREE(E)
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(iii)
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3 Financial risk management (Continued) 3 MEBERREIE(E)
3.1 Financial risk factors (Continued) BigEmEE ()
(b) Credit risk (b) EERK

Credit risk is managed on a group basis, except for
credit risk relating to accounts receivable balances.
Each local entity is responsible for managing and
analysing the credit risk for each of their new
clients before standard payment and delivery terms
and conditions are offered. Credit risk arises from
cash and cash equivalents, derivative financial
instruments and deposits with banks and financial
institutions, as well as credit exposures to customers,
including outstanding receivables and committed
transactions. For banks and financial institutions,
only independently rated parties with a high credit
rating are accepted.

The VSC Group has policies in place to ensure that
sales are made to customers with an appropriate
financial strength and appropriate percentage
of down payment. It also has other monitoring
procedures to ensure that follow up action is taken
to recover overdue debts. In addition, the VSC
Group reviews regularly the recoverable amount of
each individual receivable to ensure that adequate
impairment losses are made for irrecoverable
amounts.

As at 31st March 2013, the VSC Group has a
concentration of credit risk given that the top 10
customers account for 34% (2012: 42%) of the
VSC Group's total year end trade and bill receivables
balance. Management considers that the credit
risk in respect of these customers is currently low
after considering the financial position and past
experience with these customers. The VSC Group’s
historical experience in collection of trade and bill
receivables falls within the recorded allowances
and the directors are of the opinion that adequate
provision for uncollectible trade and bill receivables
has been made.
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3 Financial risk management (Continued)
3.1 Financial risk factors (Continued)

(c)

Liquidity risk

Cash flow forecasting is performed in the operating
entities of the VSC Group and aggregated by group
finance. The VSC Group finance monitors rolling
forecasts of the VSC Group's liquidity requirements
to ensure it has sufficient cash to meet operational
needs while maintaining sufficient headroom on
its undrawn committed borrowing facilities (Note
30) at all times so that the VSC Group does not
breach borrowing limits or covenants on any of
its borrowing facilities. Such forecasting takes into
consideration the VSC Group’s debt financing plans,
covenant compliance and compliance with internal
ratio of the consolidated statement of financial
position targets.

Surplus cash held by the operating entities over
and above balance required for working capital
management are transferred to the VSC Group
treasury. VSC Group treasury invests surplus
cash in time deposits, marketable securities, and
choosing instruments with appropriate maturities or
sufficient liquidity to provide sufficient head-room
as determined by the above-mentioned forecasts.
At the reporting date, the VSC Group held cash and
cash equivalents of approximately HK$460,403,000
(2012: HK$267,448,000) (Note 27) and trade and
bill receivables of approximately HK$423,490,000
(2012: HK$563,976,000) (Note 25) that are
expected to readily generate cash inflows for
managing liquidity risk.
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3 Financial risk management (Continued) 3 MERERREE(E)
3.1 Financial risk factors (Continued) 3.1 BiREREZE(E)
() Liquidity risk (Continued) () RBELRAMREE)

TREISIEEEE R ER M
BEE  REBIBAERNRER
HERESLER A ZER T HIRE
BTN - TREBEZEER/A
HIARBIRIE SR

The table below analyses the VSC Group’s and the
entity’s financial liabilities into relevant maturity
groupings based on the remaining period at the
reporting date to the contractual maturity date. The
amounts disclosed in the table are the contractual
undiscounted cash flows.

Repayment Less than
on demand 1 year Total
BIEFERR DRE FEE-C)
HK$'000 HK$°000 HK$°000
FET FET FERT
Consolidated RE
At 31st March 2013 RZE—=F=F1
=+—H
Trade and bill payables FERT BRI R - 340,141 340,141
Receipts in advance TEWGRIR - 48,328 48,328
Accrued liabilities and EETAEREM
other payables FETERFR - 43,856 43,856
Borrowings EE 6,118 574,912 581,030
Interest payable T & 115 16,038 16,153
6,233 1,023,275 1,029,508
At 31st March 2012 R-ZT——%=A1
==
Trade and bill payables FE BRI R R = 340,013 340,013
Receipts in advance TEWRIE = 62,642 62,642
Accrued liabilities and other FEErBEREM
payables FETRRFR - 38,558 38,558
Borrowings ==Y 8,442 645,346 653,788
Interest payable FERS R & 203 20,592 20,795
8,645 1,107,151 1,115,796
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3 Financial risk management (Continued) 3 HERERE(E)

3.1 Financial risk factors (Continued) 3.1 BiEBEEZE(E)
(c) Liquidity risk (Continued) () RBELEAMEGE)
Repayment Less than
on demand 1 year Total
BIEHERR DE wm
HK$'000 HK$'000 HK$'000
FER THET TR
Company AT
At 31st March 2013 RZZE—=F=A
=+—H
Accrued liabilities and e BB REAM
other payables FERTBERK - 70 70
At 31st March 2012 RZE——F=#
=+—H
Accrued liabilities and fEETREREA
other payables ERBRR - 44 44
The following table summarises the maturity analysis TRB IR E R R PSS i & R R
of loans with a repayment on demand clause based B BN E R R EREIE DT - £FEE
on agreed scheduled repayments set out in the BRAEONXAEZMENK - EFLER
loan agreements. The amounts include interest BIREEE 2 MEMRE - RRRIT KA
payments computed using contractual rates. Taking AT A BB BRI BB KA - WARfE
into account the VSC Group's financial position, HRBEE R EMEE HEERRHRER
the directors do not consider that it is probable IEEHER

that the bank will exercise its discretion to demand
immediate repayment. The directors believe that
such term loans will be repaid in accordance with
the scheduled repayment dates set out in the loan
agreements.
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3 Financial risk management (Continued) 3 MERERREE(E)
3.1 Financial risk factors (Continued) 3.1 BigEbEEZE (&)
() Liquidity risk (Continued) () RBELRAMREE)
Between Between
Less than 1and 2 and
1 year 2 years 5 years Total
DE 1228 2ZE55 ok

HK$'000 HK$’000 HK$'000 HK$’000
TRET FRT TR TRT

Consolidated ne
At 31st March 2013 RZE—=F=H
=+—H
Term loans subject to MBI EB IR
repayment on demand THEXR
clause 2,350 2,380 1,388 6,118
Interest payable FERFIE 66 40 9 115
2,416 2,420 1,397 6,233
At 31st March 2012 RZE——F=A
=t+—A
Term loans subject to WA BNEHER R 2
repayment on demand THER
clause 2,324 2,324 3,794 8,442
Interest payable FERIFIE 89 65 49 203
2,413 2,389 3,843 8,645
3.2 Capital risk management 32 ExEKER
The VSC Group's objectives when managing capital are BIEESEBERES  BEEARES
to safeguard the VSC Group’s ability to continue as a IEEEBRELE 266 - LAKRE
going concern in order to provide returns for shareholders A E R R A B R E IR MR
and benefits for other stakeholders and to maintain an WARFF—EEEE RNEHE AR D E R
optimal capital structure to reduce the cost of capital. B ©
In order to maintain or adjust the capital structure, the REFSANERERE  BlEESE
VSC Group may adjust the amount of dividends paid to AFAMMKRRERT2RESE - BE
shareholders, return capital to shareholders, issue new BEARTRE BITHBROKHEEE

shares or sell assets to reduce debt. BURE ©
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B SR B B (48)
3.2 E2ERERE(E)
RERE—% BIEEEEREER

3 Financial risk management (Continued) 3
3.2 Capital risk management (Continued)

Consistent with others in the industry, the VSC Group

monitors capital on the basis of the gearing ratio. This BEHRERER o« ZHLERTIAFE
ratio is calculated as net debt divided by total capital. Net BERNERBREFESLE - FAE
debt is calculated as total borrowings less pledged bank DMEE#ERE R K RITIE A &R
deposits and cash and cash equivalents. Total capital is & MBS FETE - NS TR

calculated as equity (excluding non-controlling interests),
as shown in the consolidated statement of financial

position, plus net debt.

KR
FIERERS ) INF A ERT

BRI (T BRI
o

The gearing ratios at 31st March 2013 and 2012 were as RZE—=FK_ZFT—-_F=H
follows: =+—HZERERELIRNT :
2013 2012
—E-=5 —E——F
HK$'000 HK$'000
FHET FHTT
Total borrowings (Note 30) e EEE(E30) 581,030 653,788
Less: Cash and cash equivalents and B BeRBEEEEIK
pledged bank deposits (Note 27) BEARITIER
(PffaE27) (557.831) (401,514)
Net debt FRE 23,199 252,274
Total equity (excluding non-controlling T A ER (B R IR 1
interest) tE) 715,124 658,907
Total capital B4R 738,323 911,181
Gearing ratio BERBELE 3% 28%
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3 Financial risk management (Continued)
3.3 Fair value estimation

The table below analyses financial instruments carried at
fair value, by valuation method. The different levels have
been defined as follows:

o Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is,
derived from prices) (level 2).

o Inputs for the asset or liability that are not based
on observable market data (that is, unobservable
inputs) (level 3).

The following table presents the VSC Group’s assets that
are measured at fair value at 31st March 2013.

3 BIREREE(E)
3.3 AV EERFEE
TERABBEEDITRA TEEAR
ZEMTA - TRAMRZEEMT :

s HABEXEBEBEEEREMSZ®
BECRERR)(E—E) -

s KBEREF EUBREEXEA
Bz HmEINGA - AT REE (B
PIanfEHS ) sk E & (AR B B8 )
(F=F) -

o RENRBEWFKREANBERNS
BEZGA(BERBERGA)
(B=R) -

TRETBEEEENR T —=F=
HA=+—HRLAFEEFEZEE -

Level 1 Level 2 Level 3 Total
B -y} =B B
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHERT FET FHERT

Assets — Consolidated BE—FE
Available-for-sale financial Al E 2 B
asset — shares listed on BE-NBEBHAE
The Stock Exchange of RHARAT
Hong Kong Limited Emzkm
Forward foreign exchange RHSNE S £
contracts

255 - - 255

- 1,059 - 1,059

255 1,059

1,314
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3 Financial risk management (Continued) 3 HERERE(E)

3.3 Fair value estimation (Continued) 3.3 AFEEMGEE)
The following table presents the VSC Group's assets that TRETSIEEEER_ZE——-F=
are measured at fair value at 31st March 2012. A=1+—REZATEEFEZEE °
Level 1 Level 2 Level 3 Total
F—E F_E F=E FEE

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

Assets — Consolidated BE—iRE
Available-for-sale financial Al & 2 B
asset — shares listed on The BE-—REBEE
Stock Exchange of Hong RHBER AR
Kong Limited NS %) 445 . _ 445
Forward foreign exchange REAINE S 4
contracts = 629 = 629
445 629 - 1,074
4 Critical accounting estimates and 4 EESTHEERHE
judgements
Estimates and judgements are continually evaluated and are BEBELRREMAZR(BEERR A
based on historical experience and other factors, including BERARREH 2 EETEE) FEHHEERH
expectations of future events that are believed to be reasonable BT VE R A
under the circumstances.
The VSC Group makes estimates and assumptions concerning BIEEEEGARELHEE RRE - BEER
the future. The resulting accounting estimates will, by % ' BtiaE 2 @R EAERE EIR 45
definition, seldom equal the related actual results. The estimates FHER - TRl A BB BUES ~— @8
and assumptions that have a significant risk of causing a BFEEzEERBEZ FESRAELERT
material adjustment to the carrying amounts of assets and BENRREE KB -

liabilities within the next financial year are addressed below.
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4 Critical accounting estimates and
judgements (Continued)

(a)

(b)

Onerous contracts

As at 31st March 2013, the VSC Group had committed
sales orders which exceeded the aggregate amount of
on-hand inventories and committed purchase orders. If
the cost of certain future purchases to fulfil these sales
orders exceeds the contracted selling prices of the sales
orders, a provision for onerous contracts would be made.
In estimating the amount by which the cost of purchases
are expected to exceed sales prices of committed sales
orders, management takes into account the cost of on-
hand inventory, the cost of committed purchase orders
and the forecast market price of future purchases where
this can be reliably estimated. For the sales orders which
the management expects to fulfil after 30th September
2013, no provision has been made since management
considers the loss, if any, arising from fulfilling such
orders, cannot be reliably estimated at this time.

As at 31st March 2013, the VSC Group recognised a
provision for onerous contract of HK$4,000,000 (2012:
Nil).

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 selling products of similar
nature. It could change significantly as a result of changes
in customer demand relevant to steel and competitor
actions in response to severe industry cycle. Management
reassesses the estimations at each reporting date.

4 EESHEERAE(E)

(a)

(b)

BEZEY
RZZE—=F=A=+—H0" BlES
SEEREZHE EEBBTFET
BEREOWEZBEREMAEE - ALK
BT EIHER B 2 & T RREREK
ALHEREMFIAZEREAS « I
ERAERNIELEE - EHEETEE
HENANBLEEEHEECEE
SRR BREESITRFRFEZK
R BEHEEER]E 2R IR 5
B2 HERE 2 s TERAERE o 5t
EEERHAR-_T—=FNLA=1+H
BEITZHETEMS - ARNEREE
R R EHERTEMEEES

ZIEBE(E) MY ER I EETEE
B o

R-ZE—=F=ZA=+—08"  BlEg
£ B RER A B R4 B AE 54,000,000
TT(ZF—=F  #]&) -

ﬁ ﬁiﬁlﬁﬂﬁ

ARIREAREEKBRET
Zﬁ%ﬁ%mﬁ”*&&$&7m%
EX i c ZFHE T ER IR T A
MEEEUMEERZ BELR - H
AR YA 2 Tk R Y
FREMNRBITERBRE Z1TEM
AIEkE - EEEeRSEAREAE
R EHHE -
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4 Critical accounting estimates and
judgements (Continued)

(9]

(d)

Trade and other receivables

The VSC Group’s management determines the provision
for impairment of trade and other receivables 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 reporting
date.

Income taxes and deferred income tax

The VSC Group is mainly subject to income taxes in
Hong Kong and Mainland China. Significant judgement
is required in determining the worldwide provision
for income taxes. There are many 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
income tax provisions in the period in which such
determination is made.

Deferred income 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
income tax assets and income tax charges in the period in
which such estimates have been changed.

4 EESHHEERAE(E)

(0

(d)

FE W e EL At FE U BR AR

BIEEEEEBRERBREERRZ
] Wi [B] 72 2 1 7 X B Ui S L At B UK
RRRER S - FHETDERER
FREMEHAZEEEL A RIRE
mi - EEESNEERE R BMHE
1 o

FRiSHL R IESE PR 1S3

BIEESEEI2AHMEERTER
W2 FrSH - EE ZIRATFHREE
- BEELERHE - XA EEB
BIEP - B ZREREREVIRZ
REKAE - BIREEEHRE AR S
BABMBIMAIA - #E T FER L TR
MEBEZEECAE WEZFEELZ
ERMBERERNLBEZEEN
- AREESFEFLETHRA
ZFSH MRS B -

fied & P2 2 7R /% P B A R R B AR B0 7
N R EERABIAEE  AlSH
REETREZERVRAEREE
BLFEHEE  MIRRAERERE
ZHEEAE - ZERKSERITERG
MEEEARABAEE RSN
NZFIEHERBREE -
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4 Critical accounting estimates and
judgements (Continued)

(e)

(f)

(9)

Fair value of derivatives and other financial
instruments

The fair value of financial instruments that are not traded
in an active market is determined by using valuation
techniques. The VSC Group uses its judgement to select a
variety of methods and make assumptions that are mainly
based on market conditions existing at each reporting
period.

Estimated impairment of goodwill

The VSC Group tests annually whether goodwill has
suffered any impairment, in accordance with the
accounting policy stated in Note 2.7. The recoverable
amounts of CGUs have been determined based on value
in use calculations. These calculations require the use of
estimates (Note 18).

Impairment of amount due from an associate

The VSC Group assesses at the end of each reporting
period whether there is objective evidence that a
financial asset or group of financial assets is impaired, in
accordance with the accounting policy stated in Note 2.12.
The recoverable amounts of CGUs have been determined
based on value in use calculations. These calculations
require the use of estimates.

For the year ended 31st March 2013, the VSC Group
recognized an impairment charge of HK$8,000,000 arose
from the difference between the asset’s carrying amount
and the present value of estimated future cash flows
discounted at the weighted average cost of capital. If the
budget growth rate used in the value in use calculation
has been 1% lower than management estimates, the
VSC Group would have recognized a further impairment
charge by HK$6,800,000. If the estimated discount rate
had been 1% higher than management’s estimates, the
VSC Group would have recognized a further impairment
charge of HK$1,300,000.

4 EESHEERAE(E)

(e)

()

(9)

TTERHMERTAZ AFEE

FNEREMEEEZ SR T AR FE
BEAGBERNEE - BIRSEEER
HAEARBTRIDEREZERE
BEMRFEZTRIELRR °

EEREEE

BIEE EBRIEWE2. 7 &t K
F o SFREBRETRENR - BE
EAEM A WESEAATE SR
BERTE - ILSTEF 2 A S (K
£¥18) ©

FEUW — EE & A BlRE

BIEE BN BERERR - RIEH
2 12FTi 2 BETCR - FHERD T
ERBEERE B EENE M1
BEEMAANERE - BEEEEN
2 el e REE R EEREER

E o WEFAERZERES

BHE - T—=#=-A=+—HItHF
E-BlESSEREREERAEBH
2 NNHE 19 B AN AN B 38 T (S & AR 2R
RenEREMSE 2 ZBEERR
{E% 18,000,000/ 7T ° M AR EHEE
BEENEEERERENEEEHRE
21%  BlEEEESHERBINRES
16,800,000/ 7T © fisifl 5T ALIR = F R
EEBHEZ1%  BIESEESER
EAINEE S 111,300,000 7T ©
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Revenue and segment information

The VSC Group's revenue consists of the following:

5 WARZEER

SBIEEEEZWABTENOT

2013 2012

—B-=F e

HK$'000 HK$'000

FHBxT Tt

Sales of goods EmiEE 3,718,563 4,426,525
Service income AR A 41,601 5,166
Rental income el A 456 390
Total revenue Nt 3,760,620 4,432,081

The VSC Group's businesses are managed according to the
nature of their operations and the products and services they
provide.

Management has determined the operating segments based
on the reports reviewed by the VSC Group’s CODM that are
used to make strategic decisions. The CODM considers the VSC
Group operates predominantly in four operating segments:

i) Steel distribution;

i) Building and design solutions;
i) Plastic resins; and

iv)  Property investment.

The VSC Group’s CODM assesses the performance of operating
segments based on a measure of profit before income tax.
This measurement basis excludes the effects of non-recurring
expenditure from the operating segments, such as legal
expenses and impairments, when the impairment is the result
of an isolated, non-recurring event.

The revenue from external parties reported to the CODM is
measured in @ manner consistent with that in the consolidated
financial statements.

BIRS KB RE
REE f@ﬁ%i‘% e

BIEE KR 2 Emk

EEECETEZENT  TIREABIRS
SE 2 F BEERKE AT G E SRR
MREZIREET - FBEBEBRRERES
IEE S EEBKEEMEEEDT

() SO

(i) BEEMRREDER
(iii) ZBRBHAS - M

(iv) FBHERE -

BIEE &E 2 X2 LB RRELGH NG
ZETEREEEN BRI - M EEETE
BEEDHBRIELF U HZTE - AR
ERAREBLIFRENEREL ZRE -

A BEERKEEHRRE L IPALTZHA
LAt BIRBER S ISR — B -
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5 Revenue and segment information

(Continued)

Analysis of the VSC Group’s results by business segment for

the year ended 31st March 2013 is as follows:

WAR 2 EHEFR (&)

BIES EENE

E-T—

—F#=A=+—H

IFFEREBD I FEDIMT

Building
Steel  and design Plastic Property
distribution solutions resins  investment Unallocated Total
BEERR
VY BaE ! RARR 2BRE REHERE RAE A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TER TEx TEx TEx TER
External revenue A 2,765,346 490,524 472,170 32,580 - 3,760,620
Operating profit/loss) mEEH/ (FiR) 173,764 31,560 6,067 4,932 (98,950) 117,373
Finance income B 1,161 90 149 5 7 1,412
Finance costs MHER (14,025) (5,829) (1,396) (80) (169) (21,499)
Share of profits/{losses) of il NG v
associates — net (B1B)-—%8 (289) - - 4,424 (606) 3,529
Profit/(loss) before income tax B HATERF/(EE) 160,611 25,821 4,820 9,281 (99,718) 100,815
Other gains/(losses) - net Hthlz / (518)
— %% 4,293 681 672 @1) (5,071) 534
Depreciation and amortisation 7% 244 (2,209) (1,762) (72) (5) (2.300) (6,348)
Income tax (expense)/credit SR () /3T (36,385) (5,406) (802) (4,804) 18,042 (29,355)
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5 Revenue and segment information 5 WARDEHER(E)
(Continued)
Analysis of the VSC Group’s results by business segment for EEEEERNEE—ZT——F=A=+—H
the year ended 31st March 2012 is as follows: IFFEREB B2 RESITTAT :
Building
Steel  and design Plastic Property
distribution solutions resins investment  Unallocated Total
BEEmR
Bk BGWES 2BEE  FHERE ESl F

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

External revenue FHNEA 3,610,433 440,221 381,037 390 - 4,432,081
Operating profit/(loss) masF/ (B 49,107 30,336 4318 2,344 (64,794) 21,311
Finance income FEBA 1316 4 53 12 161 1,584
Finance costs MHER (21,422) (2,786) (890) (96) (106) (25,300)
Share of profits/(losses) of il NGy Ve

associates — net (B8) 5% 41 - - 9,592 (1,538) 8,465
Profit/(loss) before income tax K&t ATEF/ (B518) 29,412 27,592 3,481 11,852 (66,277) 6,060
Other gains/(losses) - net Hiphat /(B8

—E58 40,262 1197 (7) 2,039 3,972 47,463

Depreciation and amortisation ~ #78 (1,307) (1,963) (44) (6) (4,084) (7,404)

Income tax credit/(expense) FERIEA/ () (4,434) (5,922) (601) - 15,744 4,787
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5 Revenue and segment information 5 WARSIER(E)
(Continued)
The Company is domiciled in Hong Kong. Analysis of the VSC RAFIRBEBEE - BIEEEE 2 WAL
Group's revenue by geographical market is as follows: BTG AUT ¢
2013 2012
—E—-= —ET——4F
HK$'000 HK$'000
FET FET
Revenue A
Mainland China By 1,525,161 1,861,020
Hong Kong e 2,235,459 2,571,061
Total revenue DONt| 3,760,620 4,432,081
6 Other gains - net 6 Hittlz — FH8E
2013 2012
—E-=F —T——F
HK$'000 HK$'000
TET FHEIT
(Provision for)Awrite-back of provision for BERN (B / BEmm
onerous contracts (4,000) 37,912
Loss on disposal of investment in a subsidiary ~ HE&ER—FEMBAR 2IREZ
(Note 34) &8 (Pff7E34) (2,448) =
Gain on deemed disposal of investment in a BIEHER—RBARZ
subsidiary (Note 20(v)) %E 2 W (FHEE20(v)) 1,354 =
Fair value gain on an investment property —IERENE 2 A EENE
(Note 16) (BizE16) - 2,000
Fair value gain on interest rate instruments METEZ AN FEAEKZ - 13
Net fair value change on forward foreign RHEEBRBR  RIINESH 2
exchange contracts held for trading ANHEBEFE 430 (1,638)
Net fair value change on steel future contracts  SH#THA S & 47 AT BEEE - )
Realised loss on steel future contracts MG A2 SR EE (843) (3,827)
Net exchange gain VB 5 W 3,206 11,187
Sundry income I 2,835 1,818
534 47,463
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BMEE D 2
BIEEMHERA]  [HERD MR ]8R

7 Expenses by nature 7

Expenses included in “cost of sales”, “selling and distribution

expenses” and “general and administrative expenses” are

analysed as follows:

[ RITHXH AT Z AT T

2013 2012
—EB-=F —T——F
HK$'000 HK$'000
FER TR
Cost of finished goods sold SRk M IHE AR 3,407,400 4,255,124
(Write-back of provision)/provision for FERE(BEHD) BE
impairment of inventories (1,842) 5,770
Depreciation of property, plant and equipment  ¥)% - R REEZITE 5,553 6,770
Gain on disposals of property, plant and HEYE - BB MRE 2 WG
equipment (Note 34(b)) (FF5E34(b)) (566) (96)
Amortisation of intangible assets and BIVEERTHFEREL
land use rights s 795 634
Employee benefit expenses (Note 8) R EEH X (MiFES) 120,709 94,387
Operating lease rental expenses in respect of ~ TEf4 - WAZTRER
retail outlets, offices and warehouses EEBLOES 24,675 20,568
Provision/(write-back of provision) for FEUEBR TR B (MR )
impairment of trade receivables 2,212 (2,448)
Provision for impairment of an amount due N — R H & A R E R
from an associate (Note 20) (PFffzE20) 8,000 -
Auditor’s remuneration ZEE I & 1,960 1,880
Others Hith 74,885 75,644
Total cost of sales, selling and HEKA - HERDIHE HE
distribution expenses and general and —MRRITH S H4A%E
administrative expenses 3,643,781 4,458,233
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Employee benefit expenses (including
directors’ emoluments)

8 REERAXZLH(ESESHME)

2013 2012

—E—-=fF —ET——%F

HK$’000 HK$'000

FHET FAT

Salaries and allowances 4 K&EAL 80,398 71,080
Bonus TEAT 24,203 10,836
Pension costs — defined contribution plans  R{RE A — FE et 2 7,322 6,718
Share option scheme — value of services B E - R EE 2,748 1,166
Welfare and benefits lERysE =T 6,038 4,587
120,709 94,387

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.

BIRE KB EFMENERARSHKEET
NREBBZER  REERFFERBESE
2 - ItMEF Sz EENREIREREZE

ENRTE  YHBEVESER

REATEDE BEEEENEESA
BEBERZEEFHE Z5%MZTEET AH
K RILEAZEBERBBZ MmO EIR
ERERERDAREMERK o

RiFsgiELE - BIEEEEREREZAR
BEREERHIEABSF ERDI TR EZ %
BEARBMAZ5% A% EIES AR -
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Employee benefit expenses (including
directors’ emoluments) (Continued)

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 are entitled to retirement pension calculated
with reference to their basic salaries on retirement and their
length of service in accordance with the relevant government
regulations. The VSC Group 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.

During the year ended 31st March 2013, the aggregate amount
of the VSC Group's contributions to the aforementioned
pension schemes was approximately HK$7,322,000 (2012:
HK$6,718,000), net of forfeited contributions of approximately
HK$240,000 (2012: HK$252,000). As at 31st March 2013,
there is no unutilised forfeited contribution which could be
utilised to reduce future contributions of the VSC Group (2012:
Nil).

8

EERAXH(BESEEHE)
(%)
s AP RR R - BIESE

BARERTNPBAM 2 HEARIESLR
HERENENRTEIHN - REBRESR
e - HR2RIEBRKE 2 EXHE MR
BEMRBBBUDERFESL - BREH

o - BIES EBBASTIMEMERR
Wi&LWémﬂ ZE R A BIRIGT B
ARABMERKEEXNE2HEKRS -

BEZ-—=—F=-A=1+—HI-EE 88

;%@gtmmaﬁww ERARZEALY
#%7,322,000% 7T (=ZF — 4 : 6,718,000
BIT) /%/XLBU\T)\Z’]24O,OOO/;\§7E(f;§\
— 4 :252,000/87L) c RZE—=F=
A=+—8" jﬂﬂaﬁ%ﬂﬁﬁﬁiﬁuﬁzfﬁﬁﬁm’ﬁ
BOBIEEEBRR 2HR(ZE—ZF -
).
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9 Directors’ and senior management’s

emoluments

(a) Directors’ emoluments

The remuneration of every director for the year ended

31st March 2013 is set out below:

9 EENRSARE

(a) EEM=
BHE_T

BEAEME

—=f=ZA=1t—HLF

B BUESHIEIOT

Employer's  Share option
Salaries contribution scheme
and Discretionary  to pension - value of
Fees  allowances bonus® scheme services Total
EIREAe  BRETY
we  HeLEw BfEfao  GEz#R  -BEEE 4%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn Fin FEn TEn Tén TiEn
Chief executive and TREBRBTES
executive directors
Mr. Yao Cho Fai Andrew %)yt
(resigned as the chief executive  (RZF——F
officer on 1t November 2012 +-p—H
and remained as an executive BETRESIREA
diector) #11E3) - 1,963 100 15 - 2,078
Mr. Frank Mufioz (appointed as  Frank Murozst 4
the chief executive officer and (R=E—%
re-designated from +-A-R%fA
a non-executive director o an HRHTER
executive director on mIETESAETA
1st November 2012) HTEE) - 1,091 780 6 793 2,670
Executive director YIES
Mr. Lim Kern (resigned on HEEE(R=F—=
31st December 2012) +-B=+-RHE{E) - 2,645 1,600 47 1,376 5,668
Non-executive directors FHTE
Mr. Dong Sai Ming Fernando Eﬁﬁﬁﬁi( =B
(re-designated from NAtT+BhHTES
an executive director to AEAFHIES)
a non-executive director on
17th August 2012) - 429 36 15 - 480
Mr. Frank Muioz (re-designated  Frank Mufiozt %
from a non-executive director (M=%
t0 an executive director on 1st +—A—Bh3EHT
November 2012) EERIANTES) 275 - - - - 275
Independent non-executive ~ BIUFHTES
directors
Mr. Tam King Ching Kenny ERERE 25 - - - - 25
Mr. Xu Lin Bao BHELE 207 - - - - 207
Mr. Harold Richard Kahler Harold Richard Kahler’t &
(retired on 17th August (R=B-—=ENAT+
2012) BEfE) 263 - - - - 263
Mr. Tse Lung Wa Teddy AEERE(N-E——F
(appointed on NA+ERZf)
17th August 2012) 112 - - - - 12
1,082 6,128 2,516 83 2,169 11,978
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9 Directors’ and senior management’s 9 EENESNREEAEME (&)
emoluments (Continued)
(a) Directors’ emoluments (Continued) (a) =ESBM£(E)
The remuneration of every director for the year ended HE-_ETE——-—F£=A=t+—HIt=F
31st March 2012 is set out below: E BNEEFMET :
Employer's  Share option
Salaries contribution scheme
and  Discretionary to pension - value of
Fees allowances bonus? scheme Services Total
EXitEne  BREE
we  HeREH HERL  EER  -REEE &%
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
TAL TAL THL TE#L THL THL
Chief executive and TRARRHTES
executive director
Mr. Yao Cho Fai Andrew i - 1,206 - 12 - 1218
Executive directors HTES
Mr. Dong Sai Ming Fernando EthLE - 428 36 12 = 476
Mr. Lim Kern MEE - 2,808 - % 1,166 4,068
Non-executive director *4TES
Mr. Frank Muioz (appointed on  Frank Mufioz& £
17th June, 2011) (R=Z2—*F
~ATERER) 9 = = = = 9%
Independent non-executive ~ BUFHFTES
directors
Mr. Harold Richard Kahler Harold Richard KahlerJt£ 351 - - - - 351
Mr. Tam King Ching Kenny BRELE 120 - - - - 120
Mr. XuLin Bao BIERE 120 - - - - 120
686 4,442 36 118 1,166 6,448

Note: [

(i)  The executive directors are entitled to discretionary () TEBAZALREIBEEETRZE
bonuses which are determined with reference to the T BRIz B RIR M TE < BUIBIEAL ©
financial performance of different business units of the
VSC Group.

The share option scheme — value of services represent BT E - RIS EEABREST BTN

charges to the consolidated income statement of the fair ERE B ETREEBERIIERS 2

value of the share options under the share option scheme BREATEE MIARERESSTET

measured at the respective grant dates, regardless of & e

whether the share options would be exercised or not.
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9 Directors’ and senior management’s 9 ESERENREEBEAEME(E)

emoluments (Continued)

(a) Directors’ emoluments (Continued) (a) =ESBM£(E)
No director waived any emolument during the year. REEF  BE\SERETEAMNE - 75
No incentive payment (2012: Nil) as an inducement for B(ZT——F : ®)BMe TEW
joining the VSC Group or compensation for loss of office BEUESZEMASIES & =B
was paid to any directors during the year. fHE -

(b) Five highest paid individuals (b) AEBEHAL
The five individuals whose emoluments were the highest BlEEEBRE T ALTERE =
in the VSC Group include three directors (2012: two) BE(ZZE——F : W) HEZM
whose emoluments are reflected in the analysis presented S _E XM FEQ)FT 5 4T R R o
in Note 9(a) above. The emoluments paid/payable to the REEEMN ERESBRL(ZT—=
remaining two (2012: three) individuals during the year F =) ATZBEIT

are as follows:

2013 2012
—E-=5 —E——F
HK$’'000 HK$'000
FET FET
Salaries and allowances e MoEBL 3,425 4,194
Bonus TE4T 1,615 377
5,040 4,571
2013 2012
—E-= —T——4F
The emolument fell within the following Bl FIA TEE :
bands:
— HK$1,000,001 to HK$1,500,000 —1,000,00187TE
1,500,000/ 7T - 2
- HK$1,500,001 to HK$2,000,000 —1,500,00178TE
2,000,000/ 7T 1 -
— HK$2,000,001 to HK$2,500,000 —2,000,00187TE
2,500,000/ 7T - 1
- HK$2,500,001 to HK$3,500,000 —2,500,0018 T2
3,500,000 7T 1 -
2 3
No emoluments were paid/payable to the five highest REE - WEZNEAEARNE T RER
paid individuals as an inducement to join the VSC Group =E AT AESRI A S B S & E S MRk

or as compensation for loss of office during the year. L
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10 Finance income and costs 10 BBWARER
2013 2012
—E-=F —EF——F
HK$'000 HK$'000
FHET FHIT
Finance income BTN
Interest income: FEWA :
— short-term bank deposits —REHRITIFR 1,412 1,584
Finance costs W55 A
Interest expenses: FEXZH
— bank borrowings wholly repayable within =~ —ZBRARFANEHEE 2
five years RITEE (18,073) (21,580)
Bank charges HRITEMA (3.426) (3,720)
R (21,499 (25,300)
Net finance costs TS E A (20,087) (23,716)
11 Income tax (expense)/credit 11 FBH(XH) A
The Company is exempted from taxation in Bermuda until RAAREREAMBEREREE T —X
2016. F o
Hong Kong profits tax has been provided at the rate of 16.5% ERENSHOBRBEELEATRAEETEZG
(2012: 16.5%) on the estimated assessable profit arising in or FTERTUR AR E16.5% (ZF— 4 :

derived from Hong Kong. 16.5% ) EH B -



102 Van Shung Chong Holdings Limited

Annual Report 2012/13

Notes to the Consolidated Financial Statements

R R AR M T

11 Income tax (expense)/credit (Continued) 11 FrB8% (W), stA (&)

During the year, subsidiaries established in Mainland China are AREE - RN BERMM Y 2 B A R R
subject to China corporate income tax at 25% (2012: 24% to 25%(ZF—Z4F : 24%E25%) SR E
25%). TREPTISH ©
The amount of income tax (expense)/credit recorded in the REABRRPHEZFAEH(ZE) EA
consolidated income statement represents: B
2013 2012
—E-=fF —ET——F
HK$’000 HK$'000
FET FAT
Current income tax B HARTS
— Hong Kong profits tax —BBNEH (4,125) (1,571)
— China corporate income tax — B ZEPET (9,995) (7,174)
Deferred income tax (Note 21) EIEFTSH(FI5E21) (15,050) 9,576
(Under)/over provision in prior years BEFEZ(EMGE)/ SEEE (185) 3,956

(29,355) 4,787
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11 Income tax (expense)/credit (Continued)

The tax on the VSC Group’s profit before income tax
differs from the theoretical amount that would arise using
the weighted average tax rate applicable to profits of the
consolidated entities is as follows:

e R HRAR M

11 FrB8% (), stA (&)
BIEE BRI 2 BHilE IR S Bl
HAERZ R RAE 2B RS A
=2 - 55T :

2013 2012

—E—-=fF —F——F

HK$'000 HK$'000

FHET FAT

Profit before income tax FRE B a A1) 100,815 6,060
Tax calculated at domestic tax rates BERER Z CER)),EiE
applicable to (profit/loss in the respective FriEAe S RtE8

countries I8 (29,902) 1,045

Income not subject to tax BERGLZ A 1,155 1,033

Expenses not deductible for tax purposes 7FEHD$)DLZ§HJ' (700) (231)
Tax losses not recognised as deferred income I EEFERIRIEFTISTHEE 2

tax assets THIAEE (19) (934)

Derecognition of deferred income tax assets 4% |FHERRIEIE FT 1557 & = (115) (325)

Withholding tax on Mainland China R BRI R 53R & A 2

unremitted earnings TEIORE 411 243

(Under)/over provision in prior years BEFEZ(EME)/ SEEE (185) 3,956

Income tax (expense)/credit Ffefi(Z ), FA (29,355) 4,787

For the year ended 31st March 2013, the weighted average
applicable tax rate was 29.7% (2012: 17.2%). The increase is
due to the impact of the increase in profit of Mainland China
and Hong Kong's subsidiaries.

12 Profit attributable to equity holders of
the Company

The profit attributable to equity holders of the Company is
dealt with in the financial statements of the Company to the
extent of a profit of approximately HK$13,692,000 (2012:
HK$11,821,000).

BHE-_Z—=%=A=+—HItFEE
EFHERAREA297% (T — —4F :
17.2%) o HIEHNZE B B A & BB
JB ARz R INFTER o

12 AR BREFE ARMESEF

AR RIRIERE A AR SRR RSB
A 4913,692,0008 T 25 HM(—F—=
£ :11,821,000/87T) °
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13 Dividends 13 BE
2013 2012
—E-=F —T——%F
HK$'000 HK$'000
FET FET
Interim dividend of HK2.3 cents (2012: Nil) AR EAfS B R% @ Ak2. 378

per ordinary share (Z2—=F : f®) 9,525 -

Proposed final dividend of HK2.9 cents EEARREERE@R2.9%L
(2012: HK1.8 cents) per ordinary share (ZZ——fF : 1.878) 12,000 7,454
21,525 7,454

A final dividend for the year ended 31st March 2013 of
HK2.9 cents (2012: HK1.8 cents) per ordinary share, totalling
approximately HK$12,000,000 (2012: HK$7,454,000) has been
recommended by the directors for approval at the forthcoming
Annual General Meeting of the Company. The proposed final
dividend has not been dealt with as dividend payable as at 31st

March 2013.

14 Earnings per ordinary share

(a) Basic

Basic earnings per ordinary 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.

EEEEN BRI 2 AR EIRFAFRS
HHERNBE-E—=F=A=1+—HIt
FERARBFRE @R 9BIW(=ZF—=
F :1.8781l) - A ££4912,000,0007% T (=
T — 4 : 7,454,000870) ° EiHE A E
WEA-ZZETE—=F=A=+—HZEE+7
RIEFRE -

14 BREBERER
(@) EX
FREBREABF TR AR B
FEABERFBRARNEEERBITE
BRI EGTE -

2013 2012
—EB-=F —ET——F
Profit attributable to equity holders of RARIRERB ARG R
the Company (HK$'000) (F#m) 71,600 6,283
Weighted average number of ordinary BETE R Z HE T2
shares in issue ('000) (FhR) 413,984 414,128
Basic earnings per ordinary share (HK cents) GR% & 3mAREAZF GHl) 17.30 1.52
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14 Earnings per ordinary share (Continued)
(b) Diluted

Diluted earnings per ordinary share is calculated by
adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all dilutive
potential ordinary shares. The Company’s dilutive
potential ordinary shares is arising from share options,
for which a calculation is done to determine the number
of shares that could have been acquired at fair value
(determined as the average annual market share price
of the Company'’s shares) based on the monetary value
of the subscription rights attached to outstanding share

e R HRAR M

14 BREBEREF(E)
(b) #5E

BREAREERN T IRBRRAE

BENE o ERRE 2 HERmARE
B BEITHEINE B 2 I0HE I8
B ARARIRBEHENE 2 T B
REREMES - HAtEREBE KT
ERBREMMNREE 2 EBEEEF
it AUEEREAATEE(EER
ARBBM 2 2FFHTHRE) KE
ZBMEE - EXFER/H RN
B EBERBEREETEMEHT IR

105

options. The number of shares calculated as above is PEE {ELLES ©
compared with the number of shares that would have

been issued assuming the exercise of the share options.

2013 2012
—E-=F —E—F
Profit attributable to equity holders of RAEIIRREREH AEMRRT
the Company and used to determine K AAEE SRS ANEE
diluted earnings per ordinary share ABF(F7T)
(HK$'000) 71,600 6,283
Weighted average number of ordinary BB TE R 2 N R
shares in issue (‘000) (F58) 413,984 414,128
Adjustment for share options (‘000) R (F1D) 3,742 1,372
Weighted average number of ordinary T RS AR 2 Tmk
shares for diluted earnings per ordinary  fn#EFHE(F &)
share (‘000) 417,726 415,500

Diluted earnings per ordinary share FEBAREE AR (OB(L)
(HK cents) 17.14 1.51
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15 Property, plant and equipment 15 Y% - BMERSE
Consolidated
VAN
o=}
Leasehold
improvements,
furniture and Motor
Buildings equipment Machinery vehicles Total
HEMEEE -
BT BRRRE # hat:d a5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEr TEx TEr TEr TEn
At 1st April 2011 RZE——&FN[—H
Cost A 4,419 35,890 5574 10,007 55,890
Accumulated depreciation e (791) (28,425) (5,375) (5,169) (39,760)
Net book amount FEFE 3,628 7,465 199 4,838 16,130
Year ended 31st March 2012 HE_T—%=5
=+—RALEE
Opening net book amount HREFE 3,628 7,465 199 4,838 16,130
Additions NE - 4613 - 1,515 6,128
Disposals HeE = (25) = (289) (314)
Depreciation e (118) (5,597) (62) (993) (6,770)
Exchange differences EREE 10 37 - 134 181
Closing net book amount BB FE 3,520 6,493 137 5,205 15,355
At 31st March 2012 RN—E——F=A=1—-H
Cost AR 4,433 40,407 5,574 10,575 60,989
Accumulated depreciation Z5E (913) (33,914) (5,437) (5,370) (45,634)
Net book amount FEFE 3,520 6,493 137 5,205 15,355
Year ended 31st March 2013 BE-Z—=%=AH
=+—ALEE
Opening net book amount HREFE 3,520 6,493 137 5,205 15,355
Additions NE 3,698 3,774 13,532 3,112 24,116
Attributable to disposal of HE—HMBARM
a subsidiary EE (3,680) (1,328) (12,539) (1,584) (19,131)
Disposals HE - (16) - (19) (35)
Depreciation e (135) (2,739) (716) (1,963) (5,553)
Exchange differences BEHEE - 4 - 1 15
Closing net book amount HIRREFE 3,403 6,188 414 4,762 14,767
At 31st March 2013 RZE—=%=A=+—H
Cost H%N 4,434 42,046 5,919 11,614 64,013
Accumulated depreciation 2:tinE (1,031) (35,858) (5,505) (6,852) (49,246)
Net book amount EEFE 3,403 6,188 414 4,762 14,767
Depreciation expense is charged to “general and administrative REE HEZERGEERERZ—B R
expenses” in the consolidated income statement during the TTECE S [P H0RR -

year.
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16 Investment property 16 REWE
Consolidated
=e
2013 2012
—E—-=fF —E——4F
HK$'000 HK$'000
FHET FHTT
At beginning of the reporting period AR HA) 22,000 20,000
Fair value change N EEZS) - 2,000
At 31st March R=A=1+—H 22,000 22,000
The rental income derived from the investment property REE HREMEEEZHSBANE
is approximately HK$456,000 during the year (2012: 456,000/ T (=F — =4 :390,000/87T) °
HK$390,000).
Details of the geographical locations and tenure are as follows: IR B R M ST T

Consolidated

wa
2013 2012
—E—-=F —FT——F
HK$'000 HK$'000
FET FAET
In Hong Kong RER
— long-term leases of over 50 years — B#E504F 2 K AT AT 22,000 22,000
As at 31st March 2013, an investment property of R—ZTE—=F=ZA=+—8" ' —BEH
approximately HK$22,000,000 (2012: HK$22,000,000) was 22,000,000/ (==& — =4 : 22,000,000
stated at open market value as determined by the directors BIL)ZRENFERESEBEIILEEEGE
based on valuations assessed by an independent, professional BAGERDPTET (2 MEEE 2 AR M ES)
qualified valuer. Bk -
As at 31st March 2013, an investment property of R—ZZE—=F=ZfA=+—8" ' —BEH
approximately HK$22,000,000 (2012: HK$22,000,000) was 22,000,000/ 7T (=& —=4F : 22,000,000
pledged as collaterals for certain of the VSC Group’s bank BLIZRBEYMFEEEER  ERBIRESE

borrowings (Note 30). AETRITEE 2 HEBH(HIEE30) ©
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17 Land use rights 17 L fEARE
The VSC Group's interests in land use rights represent prepaid EIEEEEN T A A BIETENS
operating lease payments and their net book amounts are HERYOFTIENHBREFE AT -

analysed as follows:

Consolidated

wa
2013 2012
—B-=F —T=F
HK$'000 HK$'000
FET FHTT
At beginning of the reporting period PR & HR) 10,526 10,728
Amortisation 4y (202) (202)
At 31st March R=A=+—H 10,324 10,526
Details of the geographical locations and tenure are as follows: MIRALE R EEBEHRFBEAT ¢

Consolidated

wE
2013 2012
—E-=F —FT——F
HK$'000 HK$'000
FERT FHTT
In Hong Kong REHR
— long-term leases of over 50 years —B#EI504F 2 K AT AT 96 96
In Mainland China TR B A3t
— long-term leases of over 50 years — B#E50F 2 K EATEAY 10,228 10,430
10,324 10,526
Amortisation expense of land use rights has been included THE AR BT R R AR A IER KR
in “general and administrative expenses” in the consolidated [—RE AT ] o

income statement.
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8 BEE

18 Intangible assets

Consolidated

wE
Distribution
Goodwill rights Total
HK$°000 HK$°000 HK$°000
FHET FHET FHET
At 1st April 2011 RZZE—FMA—H
Cost jB%iN 6,463 4,229 10,692
Accumulated amortisation TN - - -
Net book amount BREDFE 6,463 4,229 10,692
Year ended 31st March 2012 HEr—Z——F=#
=+—HLtEFE
Opening net book amount BAFIBR AR (E 6,463 4,229 10,692
Amortisation 5y = (432) (432)
Exchange differences MEH =58 245 154 399
Closing net book amount B AR AR E 6,708 3,951 10,659
At 31st March 2012 NZE——F=H
=+—H
Cost R 6,708 4,389 11,097
Accumulated amortisation ey - (438) (438)
Net book amount BREVFE 6,708 3,951 10,659
Year ended 31st March 2013 \ E—_FT—=%=H
=+—HLtEFE
Opening net book amount BAFIBR AR E 6,708 3,951 10,659
Additions (Note 35) AE (FFE35) 4,263 3,778 8,041
Amortisation i) - (593) (593)
Exchange differences MEH =58 22 7 29
Closing net book amount B BR AR E 10,993 7,143 18,136
At 31st March 2013 R-TE—=%=AH
=+—H
Cost R 10,993 8,181 19,174
Accumulated amortisation Y - (1,038) (1,038)
Net book amount EREDFE 10,993 7,143 18,136

Amortisation expense of approximately HK$593,000 (2012:
HK$432,000) is included in the “general and administrative
expenses” in the consolidated income statement.

B 45 H #9593,0008 Tt (— T — — & ¢
432,000 70 ) E st AERE
THRE ] e

BmRzl—REK



110 Van Shung Chong Holdings Limited

Annual Report 2012/13

Notes to the Consolidated Financial Statements

R R AR M

8 BIEE(H)

18 Intangible assets (Continued)

Impairment tests for goodwiill

Goodwill is allocated to the VSC Group’s CGU, the distribution
business of selling building products. The recoverable amount
of the CGU is determined based on value in use calculations.
These calculations use cash flow projections based on financial
budgets approved by management covering a five-year period.
Cash flows beyond the five-year period are extrapolated using
the estimate 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 used for value in use calculations:

Growth rate 16% — 18%
Post-tax discount rate 18%
Gross margin 25% - 27%
Management determined the average annual revenue growth
rate based on past performance and its expectations of market
development. The discount rates used reflect specific risks
relating to the relevant segments.

If the compound annual growth rate of revenue or gross
margin in the first five-year period applied had been 1%
lower or the discount rate applied had been 1% higher than
management’s estimates as at 31st March 2013 with all other
variables held constant, no impairment provision would be
required for the goodwill associated with the CGU as at 31st
March 2013.

R EDR

BEOIKEBIBS KRB ZREELEN - B
HEREEMZOHER -BREELSUZ
e A B EEREEET © WHE
MARSREFBAER B EEEHARE
Rz MBREFERLE - AFHERZHE
TMEE T T E R ANAHEET - SRR
THRBKREREELBNER < RET1512
E& o

+

AEERBEEMAZERRR

R 16% £ 18%
TRiZ AL = 18%
EVAES 25%%27%

EEERBEERRNEHMSGER A
EERAZ FHIEER - fTARE KRR E
HERE D B A B R E R

INREBENR-_ZT—=6=A=+—H2fH
g BRFHEMAERZBAKERNFY
%’E/\i‘ﬁ R 1% B PTE 2 BEER RSB N
% : ﬁﬁﬁﬁﬁﬁﬁ—]m RERBTE - AR
—=F=A=t+—HHRARERTESL
i&*ﬁ’%ﬁzﬁﬁ%fﬁﬂjﬂﬁﬁéﬁ e
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19 Investments in subsidiaries 19 RIBARZIRE
Company
b NN
2013 2012
—E-=5 ==t
HK$'000 HK$'000
FHET FET
Unlisted shares, at cost JE TR - AR 72,238 71,746
Due from subsidiaries PN 442,305 452,189
514,543 523,935
The amounts due from subsidiaries are unsecured, non- JEWHB ARz @B AEER - TR -
interest bearing, denominated in HK$ without predetermined BITEMERTEREEETH R —=F
repayment terms. The carrying amounts approximated to their k=F—=F=-RA=+—H EEEemH
fair values and were not impaired as at 31st March 2012 and HERTEEES - BXERE -
2013.
Details of the principal subsidiaries as at 31st March 2013 are as RZZE—=F=RA=+—0  FEWBAA
follows: BT
Place of Percentage of
incorporation/ Issued and fully equity interest
establishmentand  paid share capital/ attributable to  Principal activities and
Name kind of legal entity  registered capital the VSC Group (i)  place of operations
SMRL/ RLMER BRTRAZRES/ ERESEEL
£ EEBRME A BRABZADNG) FTEEBRCEY
Fit Team Holdings Limited British Virgin Islands, ~ US$10,050,002 100%  Investment holding in Hong Kong
limited liability
company
HREUAHS 10,050,002 7T REBREER
BREFAH
Leisure Plus Building Products Mainland China, HK$10,000,000 100%  Trading of sanitary wares in Mainland
(Shenzhen) Co., Ltd. (iii) limited liability China
company
iR GRIN) B IR =il RE R 10,000,007 RAEAMERZA
BREFAR
Leisure Plus International Trading Mainland China, US$3,140,000 100%  Trading of sanitary wares in Mainland
(Shanghai) Co., Ltd. (iv) limited liability China
company
M kB E 5 ( E8)BRARW) RE R - 3,140,000 7 REREEZA
BREFAH
Leisure Plus Trading (Shenzhen) Co., Ltd. (iii) Mainland China, HK$5,000,000 100%  Trading of sanitary wares in Mainland
limited liability China
company
MisEE 5 (RN B B2 =i REIR - 5,000,000/ 7 RAEAERZA

BREEAR
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19 Investments in subsidiaries (Continued)

19 RIFBA R Z2RE ()

Place of Percentage of
incorporation/ Issued and fully equity interest
establishmentand ~paid share capital/ attributable to  Principal activities and
Name kind of legal entity  registered capital the VSC Group (i)  place of operations
SR/ RItER CETRSRRE/ EREREE(R
£ ERERNEE ERA RABZADI() IEFBREEHE
SC Metal Recycling Investments Limited Hong Kong, HK$ 1 100%  Metal recycling business in Hong Kong
limited liability
company
EEBBEERREERAT B EREEAR 1AL REEEEREERFS
Shanghai Bao Shun Chang International Mainland China, US$3,100,000 66.7%  Stockholding and trading of steel in
Trading Co., Ltd. (v) limited liability Mainland China
company
HEEIREERESERAA) HER, 3,100,000% 7T WAz R EE
BRELAR
Tomahawk Capital Ltd. Hong Kong, HK$10,000 100%  Finance business in Hong Kong
limited liability
company
RACE(ER)ERAA Bt BREMLR 10,0008 REBUBES
Van Shung Chong (B.V.1.) Limited (i) British Virgin Islands, ~ US$6 100%  Investment holding in Hong Kong
limited liability
company
EBRLHS 6T REBREER
EREEAR
Van Shung Chong Hong Limited Hong Kong, HK$2,000 ordinary 100%  Trading of steel and provision of
limited liability HK$10,000,000 management services in Hong Kong
company non-voting
deferred (i)
BIRETAR, BE BREELAR 20008 EEK REEBEMN RITHER RS
10,000,000/ 7T
ERZERERN)
Vantage Godown Company Limited Hong Kong, HK$200,000 100%  Provision of warehousing services in
limited liability Hong Kong
company
JERERARA &% BREMDLA  200,00057T REBRMEERS
VSC (China) Investment Ltd. Hong Kong, HK$2 100%  Investment holding in Hong Kong
limited liability
company
BIRE (HE)REBR AT Bt BREAAR 2% REBREER
V/SC Building Products Company Limited ~ Hong Kong, HK$2 100%  Trading of sanitary wares, kitchen
limited liability cabinets and home furniture and
company kitchen cabinet installation in Hong
Kong
BREREMHARD Bt BREAAR  2AL H@E/%a E2A  FHERZAR

ZREE
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19 RIFBA R Z2RE ()

Place of Percentage of
incorporation/ Issued and fully equity interest
establishment and paid share capital/ attributable to  Principal activities and
Name kind of legal entity  registered capital the VSC Group (i)  place of operations
FMRYL/ RIHER ERTRERRA/ ElRERBER
£ ERERNEE RA RARZADIL() FEXBREEHE
VSC Plastics Company Limited Hong Kong, HK$2 100%  Trading of plastic resins in Hong Kong
limited liability
company
EIEEZBERAA B BREARRE 28 WEEEELREE
VSC Steel Company Limited Hong Kong, HK$38,000 ordinary 100%  Stockholding and trading of steel in
limited liability HK$20,000,000 Hong Kong
company non-voting
deferred (i)
EIEEHEERAA &5 BREMDQR 38,0008 LAER NEBFHRE BN
20,000,000 75
ERFREERA)
VSC Steel (Shanghai) Co., Ltd. (iv) Mainland China, US$7,280,000 100%  Stockholding and trading of steel in
limited liability Mainland China
company
TEMEREH( LB BRAR(W) FER - 7,280,000%7T R EAE R R
EREERA
VSC Trading (Shenzhen) Co., Ltd. (vii) Mainland China, HK$20,000,000 100%  Trading of plastic resins in Mainland
limited liability China
company
SEEH(RINBBRAR i) RE i - 20,000,00077C R Bl B BB
EREERT]
BUE= @ B AR AR vii) Mainland China, RMB10,000,000 97.0%  Trading of sanitary wares in Mainland
limited liability China
company
I - AK#10,000,0007C RREREEZR
EREERT
LEEEEL L BRAR (X Mainland China, US$500,000 100%  Property agent in Mainland China
limited liability
company
RE R - 500,000% 7T R EARIEYE
EREEAR
D BREVBBAFV) Mainland China, RMB3,000,000 100%  Trading of sanitary wares in Mainland
limited liability China
company
I3 - AK%3,000,0007T NREREEZER

BRELAR

113
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19 RIFBA R Z2RE ()

19 Investments in subsidiaries (Continued)

Notes: Pi%E

(i) The shares of Van Shung Chong (B.V.l.) Limited are held (i) Van Shung Chong (B.V.1.) LimitedZ A% {7
directly by the Company. The shares of other subsidiaries are BARRIEERE - HtB AR 2K
held indirectly. MBIEERFS -

(i)  These non-voting deferred shares are owned by the VSC (iy HEBRESERBIERGOBEIESSEH
Group. The non-voting deferred shares have no voting rights, B BERBERLERHIWESERE - N
are not entitled to any distributions upon winding up unless BENBEREDSZRE - HEEIEETT
a sum of HK$2,000,000,000 per share has been distributed ERAREBRFBEACDEDREKR
to the holders of ordinary shares for Van Shung Chong Hong 2,000,000,000 7 7T 2 X %8 3k & JIE & i
Limited or a sum of HK$10,000,000,000 has been distributed HERARIZERARBEEAEED IR
to the holders of ordinary shares for VSC Steel Company 10,000,000,000/5 7T 2 5K EB AlIBR A ©
Limited.

(i) Wholly foreign owned enterprises established in Mainland (i) RAPBERWELZINEBEEDLE K&
China with an operating period of 20 years to 2028. HA205E - BT - N\fF|k -

(iv)  Wholly foreign owned enterprises established in Mainland (iv) RARBERMAZIINEBEDE @ &&
China with an operating period of 20 years to 2023. BiA20F BT =4 |k o

(v)  Equity joint venture established in Mainland China with an V) RPBRAMKIZEESELE K&
operating period of 20 years to 2013. HAE0F BT —=F| -

(vi)  Wholly foreign owned enterprise established in Mainland (i) RARBERMAZZIINEBEDE  &F
China with an operating period of 50 years to 2062. BiAS06E » E TN _fFk e

(vii) Wholly foreign owned enterprise established in Mainland (i) RPBRMKZZIIEBERE &%
China with an operating period of 20 years to 2024. HiA20%F - 2T UL o

(viii) Equity joint venture established in Mainland China with an (i) RABEAMKIZEERERE  KE
operating period of 10 years to 2021. HMRI10F - E=ZFT=—F|k -

(ix) Wholly foreign owned enterprise established in Mainland (ix) REPBERMET ZINEEEDYE K&

China with an operating period of 10 years to 2020.

HAEI0F BT =FFI -
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20 Investments in associates/Amounts due 20 REFE NRIZIRE EWE =

from associates NG|
Consolidated
wEe
2013 2012
—E-=F —E——4F
HK$'000 HK$'000
FHBxT FHET
Investments in associates i NI g~ 182,592 169,552
Amounts due from associates Al i /NG]
— Current = HA 32,773 24,081
— Non-current —3EE Hf 6,197 -
38,970 24,081
Less: Provision for impairment (Note 7) B ORERE(HEET) (8,000) -
30,970 24,081
Less: Non-current B IEEH (6,197) =
Current -t 24,773 24,081
The movements of investments in associates are as follows: RELE N R 2 KEEEHIT -
Consolidated
= A
=]
2013 2012
—E—=F —E——fF
HK$'000 HK$'000
FET FHT
At beginning of the reporting period RS HA 9] 169,552 156,184
Acquisition of interest in an associate W — B & A B 2 s 11,399 -
Share of profits of associates — net FEGEE & A RR N — 5 3,529 8,465
Dividend paid BARE (2,107) (1,078)
Exchange differences b X ZE 219 5,981

At 31st March R=A=+—H 182,592 169,552
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20 Investments in associates/Amounts due 20 R ENT 2RE FEREE

from associates (Continued) NE(8)
The VSC Group’s share of the revenue, results and aggregated =y HE SEEEEIHIELTEE AT 2
assets and liabilities of its associates, all of which are unlisted, CEENHEGERERBENT

are as follows:

Percentage of
Place of equity interest
Registered and establishment/ attributable to
Name paid up capital incorporation Attributable to the VSC Group the VSC Group
ElEE£E
FEfERA
£ TMRESRE AL/ FMbE BIEESEEL BEADM
Assets Liabilities Revenue  Profit/(loss)
EE g WA B/ (FR)
HK$'000 HK$'000 HK$'000 HK$'000
FAR TR THERT TR
As at 31st March 2013
RZZT-=F=A=1-H
China Able Limited (i) US$26,190,000 British Virgin Islands 264,846 (102,359) 16,498 4,424 33.3%
26,190000%7T  EBRRES
\/SC Hotel Investments Limited (i)~ US$50 British Virgin Islands 20,401 (26,450) 11,871 - 44%
50T EBRNAE
Protection Asia Limited (iii) US$1,000 Samoa 2,934 (1,538) - - 37.5%
1,000%7T BED
Changshu Baoshunchang Steel US$6,400,000 Mainland China 16,798 (8,425) 61,902 (289) 34.9%
Processing Co., Ltd. (iv)
FAZIEEEMMIARAAN 6,400,005 RE R
VSC-JF Metal Recycling Company ~ RMB20,430,000 Mainland China 28,361 (18,026) 11,930 (606) 25%
Limited (v)
AEREREERERAAW) AEH#2043000070 RE AL
333,340 (156,798) 102,201 3,529
As at 31st March 2012
RZZ-—E=R=1-H
China Able Limited (i) US$26,190,000 British Virgin Islands 263,097 (105,488) 16,426 9,592 33.3%
261900005  RERLHS
VSC Hotel Investments Limited (i)~ US$50 British Virgin Islands 20,401 (26,449) 15,369 - 44%
50T EBR NS
Protection Asia Limited (iii) US$1,000 Samoa 2,934 (1,538) - (1,538) 37.5%
1,000%7T BED
Changshu Baoshunchang Steel US$6,400,000 Mainland China 19,649 (9,102) 55,471 an 34.9%

Processing Co., Ltd. (iv)
FAERSMIMIERAR ) 6400000k  HEAM

306,081 (142,577) 87,266 8,465
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20 Investments in associates/Amounts due
from associates (Continued)
Notes:

U]

(ii)

(iii)

(iv)

China Able Limited (“China Able”) is a contractual joint
venture which is held in equal shares between Fit Team
Holdings Limited, an indirect wholly owned subsidiary of
the VSC Group since 26th March 2008, Nanyang Industrial
(China) Limited, an independent third-party and Marvel
Champ Investments Limited, another independent third-
party. China Able was an associate of the VSC Group since
May 2007.

VSC Hotel Investments Limited (“VSC Hotel”) became an
associate of the VSC Group when the VSC Group disposed
of 50% of VSC Hotel on 25th July 2007 to Far Profit Limited,
reducing its equity interest in VSC Hotel from 90% to 40%.
Subsequently, the VSC Group further invested 4% in VSC
Hotel, increasing its equity interest from 40% to 44%.

Protection Asia Limited became an associate of the VSC
Group when CAMP (B.V.l.) Holdings Limited, an indirect
wholly owned subsidiary of the VSC Group, acquired 37.5%
of its equity interest on 1st September 2007.

Changshu Baoshunchang Steel Processing Co., Ltd. became
an associate of the VSC Group since November 2005. It is a
contractual joint venture established in Mainland China with
an operating period of 30 years to 2035.

VSC-JF Metal Recycling Company Limited (“VSC-JF”) is a
contractual joint venture established in Mainland China.
VSC-JF became an indirect non-wholly owned subsidiary
of the VSC Group on 3rd May 2012 when the VSC Group
subscribed to 51% of its equity interest in VSC-JF. On 31st
December 2012, the VSC Group's equity interest in VSC-JF
was diluted to 25% when the two other shareholders (who
owned 49% of its equity interest in VSC-JF then) of VSC-
JF agreed to inject additional capital into VSC-JF. The VSC
Group's control in VSC-JF was lost on 31st December 2012
and a gain on deemed disposal of interest of approximately
HK$1,354,000 was recognised, which has been included in
“Other gains-net” (Note 6). VSC-JF became an associate of
the VSC Group since 31st December 2012.

The amounts due from associates are unsecured, non-interest
bearing and without pre-determined repayment terms. The
carrying amounts approximated to their fair values and were
not impaired as at 31st March 2012 and 2013.

e R HRAR M

20 R QR 2IRE FEREE
D7) (%)
GEX

@

(iii)

(iv)

China Able Limited ([ China Able]) J5—
FEIEFit Team Holdings Limited(HE B ==
ENF=ZA=-t BRKAEEIEEEE®
2 —HEE2ENBAR) BYE=F
Nanyang Industrial (China) Limited } 5
—J¥&37 25 = & Marvel Champ Investments
Limitedﬁﬁ%ﬁﬁ%ﬁﬂxfﬁz/ﬁ%ﬁi
B-ZZT LA A - China AbleBEk AE
IESEE — & AR o

EEIEEEEMR —_TTtFLA-+H
H & & H 7 VSC Hotel Investments
Limited ([ VSC Hotel |) 2 50% # z ¥ Far
Profit Limited * H R VSC Hotel Z f% A< 4
= H90%AZE40%1% + VSC HotellEAK A
BlEEEBz—HBE T - HE - B
JIE & £ B3 — 18 E 4% R VSC Hotel -
HBRAERRA0%ILEA44% »

RZZTT+LHFNLA—H EBIEES
B —FE 2 &M E 2B CAMP (B.V.L)
Holdings Limited 4 f& Protection Asia
Limited 2 37.5% Bx AN #E 25 1% - Protectlon
Asia LimitedfE % A& B S & B 2 —

M/\T

BEAEIREMM NI ARAFAE=ZE

hE+—ARKABIRE£E 2 — M

ERAE B Fﬁﬂ#lmimﬁiz/\“
B2 - IREH304F - =Rk

HEBREEEERAERAR([HEE
EA—HERFBKZZEHNEEDR
¥ -BEEKEBER_ZT——FHA=
BRENAEBEMNSI1% R A ERE
EBRRERABIEEEE Y —HEE

FEEMBRA - RZTE——F+=A
=t+—H  RBEIMERR(EEE

BRm B E49% B AR ) R E R EE

BEINEE - (F BB S £ 87 B

HIIR ANHER HEE = 25% - BIEEEERN
T —F+ A=+ RAKEHHE
AR YR —SEREHERE
UL 25 491,354,000 7T » T AT E A
Yok — B 48 | (KisE6) - MIEmBEE —F
——HF+-_A=t—HRABIEE£E
2 — & RR] ©

FEUE SN R SR AEER - TR RL
BEECENR KRB _FR-_ZF—=

FZA=+—H ERELBEEAR
GEE=I

NFEE
HIrERE -
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20 Investments in associates/Amounts due 20 R ENT 2 IRE EWREE
from associates (Continued) NE(1E)
The amounts due from associates were denominated in the FEUHE SN Rl 2 2 RELA T A& EHE -

following currencies:

Consolidated

=me
2013 2012
—E—-=F —E——F
HK$'000 HK$'000
FHExT T
RMB AREE 15,702 829
HK$ BT 23,268 23,252
38,970 24,081
21 Deferred income tax assets/(liabilities) 21 EEFEHEE (AE)
Deferred income tax assets and liabilities are offset when there EREBAEmSHEERBMEHAsE
is a legally enforceable right to offset current income tax assets 2 BRBHIBITHE - AN E R — R i5H#
against current income tax liabilities and when the deferred BRI L IR TR B R MR B R TR B iR IE
income tax assets and liabilities relate to income taxed levied FiS T & 2= RIREFT 1S B B EEUR AT -
is the same taxation authority on either the taxable entity or Hrh g s itin 3 M EER - IRLERT
different taxable entities where there is an intention to settle BHEERGE R BRI - HEeE
the balances on a net basis. The offset amounts are as follows: T
Consolidated
=we
2013 2012
—EB—-=F —E——F
HK$'000 HK$'000
T T
Deferred income tax assets: FIEFTSTEE ¢
— Deferred income tax assets to be — A+ =& B B Y a2 IR
recovered after 12 months S EE 12,733 6,946
— Deferred income tax assets to be — A+ A B AU el IRE
recovered within 12 months S & E 2,471 25,547
15,204 32,493
Deferred income tax liabilities: FIEFTST A ¢
— Deferred income tax liabilities to be — BN+ AR B EEZIRILE
settled after 12 months FEHas (817) (1,127)

Net deferred income tax assets RIEFTIS T & = F 58 14,387 31,366
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21 Deferred income tax assets/(liabilities) 21 BEFFERESE (8%8) (&)
(Continued)
The movements in net deferred income tax assets are as BIEFER AR SEEHMT -
follows:

Consolidated

wEe
2013 2012
—g—-= —F——4F
HK$'000 HK$'000
FET FABT
At beginning of the reporting period RS HR 9] 31,366 21,578
(Charged)/credited to the consolidated ERfREBmET
income statement (Note 11) (F0BR),FEA(HIEETT) (15,050) 9,576
Disposal of investment in a subsidiary HER—HMBARZKRE (1,955) -
Exchange differences M = %A 26 212
At 31st March R=A=+—H 14,387 31,366
The movements in deferred income tax assets and liabilities AEFIRIEMBHEE KB E(WE KRFE
during the year, without taking into consideration the — RIS B ERER AN GRS 2 B Ehan T ¢
offsetting of balances within the same tax jurisdiction, are as
follows:
Deferred income tax assets: BIEFTSTHEE ¢
Consolidated
mE
Cumulative  Decelerated
tax losses depreciation Total
R BiEEE g E FEEL]
HK$'000 HK$°000 HK$°000
FET FERT FTHER
At 1st April 2011 R-Z——FmA—A 22,384 596 22,980
Credited/(charged) to the 2REEI8E%xH
consolidated income statement A () 9,534 (169) 9,365
Exchange differences B i, Z= %A 212 - 212
At 31st March 2012 RN_E——F=H=+—H 32,130 427 32,557
Charged to the ERirABmET
consolidated income statement HIBR (15,294) (122) (15,416)
Disposal of investment in a subsidiary H&ER—FEIHE AT 2 &E (1,955) - (1,955)
Exchange differences VEH =R 26 - 26

At 31st March 2013 R-_ZE—=F=R=+—H 14,907 305 15,212
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21 Deferred income tax assets/(liabilities)

(Continued)

Deferred income tax liabilities:

21 BEEFREBEE (BE) (&)

BEREFRSHARS

Consolidated

o)
Withholding  Accelerated

tax depreciation Total

RHH bnERHTE B

HK$'000 HK$'000 HK$°000

TR THERT THET

At 1st April 2011 R=—F——FMA—H (1,363) (39) (1,402)
Credited/(charged) to the BEREEI8ERP

consolidated income statement A (F0) 243 (32) 211

At 31st March 2012 R-E——F=A=+—H (1,120) (71) (1,191)
Credited/(charged) to the EREAERER

consolidated income statement A (F 1K) 410 (44) 366

At 31st March 2013 R-ZE—=%=A=+—H (710) (115) (825)

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 2013, the deferred income tax assets recognised
from tax loss of approximately HK$7,333,000 (2012:
HK$22,018,000) can be carried forward indefinitely. The
remaining tax losses will expire in five years from the year they
were incurred.

The VSC Group did not recognise deferred income tax assets of
approximately HK$421,000 (2012: HK$8,377,000) in respect
of tax losses amounting to approximately HK$2,550,000 (2012:
HK$33,744,000) that can be carried forward against future
taxable income. As at 31st March 2013, the cumulative tax
losses of approximately HK$2,550,000 (2012: HK$1,844,000)
can be carried forward indefinitely.

Deferred income tax liabilities of approximately HK$1,383,000
(2012: HK$981,000) have not been recognised for the
withholding tax that would be payable on the unremitted
earnings of certain subsidiaries. Management currently has no
intention to remit those earnings.

BEPTSIREE T RN N B BR

R -MN_ZT—=FE=A=1+—08 2k
THBEER 2 ELEFTSHEE#7,333,000
BIT(ZZ— 4 : 22,018,000/ 7T ) A LA £
[REAAEEE - R T 2 RIEBIEBREEFER
AERNKY °

EES & B &R 492,550,000 L (==
— Z4F : 33,744,000 7T ) 2 TR IE ES R RER
#9421,00078 0 ( —ZF——4 : 8,377,000/
TL)ZBEIEFSHEE - Ze R LUKIER
REFRWA - RZFE—=F=ZA=+—
H - R HIEEE 42,550,000 L (==
— 4 © 1,844,000/ 7T ) A LASERR HR 45 EE o

WEBETHBRRZ KD IREF 2 A
FEHNFFERR 491,383,000 (- B —— 4 ¢
981,000/ ) 2 IRIEFMERMAE - BIE/E
BNEEDRZERA -
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22 Available-for-sale financial asset

23

e R HRAR M

22 AtHECMBEE

Consolidated

Foy

2013 2012

—E-=fF —E——4F

HK$'000 HK$'000

FET FHET

At beginning of the reporting period R HA 9] 445 -

Addition NE - 298
Net (loss)/gain transferred to equity DEBREER 2F(ER) WS

(Note 33) (B7E33) (190) 147

At 31st March R=A=+—H 255 445

Available-for-sale financial asset, which is stated at fair value
and denominated in HK$, represents shares listed on The Stock
Exchange of Hong Kong Limited.

Derivative financial instruments

R ATFRESIRIL BT BT &2
MAE BN EAB AR BHERAR L
2R

23 fTESRIA

Consolidated

=mEe
2013 2012

—E-=F —F—=
Assets Liabilities Assets Liabilities
BE =l BE af&E
HK$°000 HK$°000 HK$'000 HK$'000
FHET FHExT FAET THT

Forward foreign exchange contracts & HAYNE & 47

— held for trading —BEEBEERS 1,059 - 629 =

The credit quality of derivative assets has been assessed with
reference to historical information about the counterparty
default rates. The existing counterparties do not have defaults
in the past.

The total notional principal amount of the outstanding
forward foreign exchange contracts at 31st March 2013 was
approximately US$44,000,000 (2012: US$35,000,000). Net
fair value change on forward foreign exchange contracts
during the year was recognised in “other gains — net” in the
consolidated income statement. The last settlement dates are
28th April 2014 and 27th May 2014 (2012: 5th September
2012 to 25th February 2013).

ITHEBEZEEERISEFMRIATIAE
BRI R ERPETTAHE - RARTAITBE
WHEL ©

N—_E—=F=A=+—0  HAERPINE
G H) 2 HBER AR & 8 B #)44,000,0003 7T
(=ZZ——%F : 35,000,000E7T) ° &REE -
RHINESH ZF AT EBEZHCNEAE
R E M —FEE PR - RIREEH
AT —NFNA-+\BE=_ZF—NOFH
A-+tRB(ZZ—=F: Z—FT—=—FNA
ARE-ZT—=5_"A_+FHH) -
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24 Inventories 24 78
Consolidated
S A
wh 3
2013 2012
—E-=5 ==t
HK$'000 HK$'000
FHET FET
Finished goods BIRK G 365,717 347,055
Work in progress relating to provision of AR R AR TS 2 B i)
services (i) - 49,803
365,717 396,858
The costs of inventories recognised as expenses and included # 3,407,400,000 & 7T ( = & — = &
in “cost of sales” in the consolidated income statement 4,255,124,000/7T) < FERX AR ERAXZ
amounted to approximately HK$3,407,400,000 (2012: it WEFAGEBRRZ[HERA H -
HK$4,255,124,000).
Note: D

(i) The VSC Group entered into an agreement with an (@)

independent third party in connection with sales and
marketing activities of a property project (“the Project”)
in Mainland China which was owned by that independent
third party (“the Property”) and the profit to be received by
the VSC Group would depend on the amount of proceeds
derived from the sales of the Property. The costs incurred
relating to the Project are capitalised as inventory which did
not include a gross profit or non-attributable overheads.

During the year ended 31st March 2013, the Project was
completed and the work in progress relating to provision of
services has been transferred to cost of sales.

BIEERB BT E =77 RURTEA
W RZBLE=FE%E < —EN%E
(TZME D 2 HERTSHERES (1]
B DALt MBIEEEESZIHE
ZWEZ S TR @ s R o TR B E
EZRAEBRTE  ETUEGEE
M FEEER -

HE-2—=F=A=1—AILFRE
T B SR - B RGARAS 2 B &
EEHREHERA -
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25 Trade and bill receivables and loan 25 EWRRREEREKVERK
receivable
(a) Trade and bill receivables (a) FEWERAKZEE
Consolidated
=ma
2013 2012
—E-=5 —ET——fF
HK$'000 HK$'000
FET FHET
Trade and bill receivables FEUAR TR K 2 4
— from third parties —KBE=H 419,951 566,185
— from an associate — R e —EEE AT 10,780 3,970
Less: provision for impairment of trade 3 : FEUBRFURE B
receivables (7,241) (6,179)
Trade and bill receivables, net FEWER R R ZYR - JF5E 423,490 563,976

Sales are either covered by (i) letters

payable at sight or (ii) open account with credit terms of

of credit with bill
FOAR 5 =i

HEBUORZAN ZERE

3 (ii)

17 EEH-RNFI5E

15 to 90 days. 90H T -
Ageing analysis of trade and bill receivables by invoice FEW RS R R IRB IR IR A B 2 AR
date is as follows: DITEAT
Consolidated
= A
wh R
2013 2012
—E-=F —F——4F
HK$'000 HK$'000
FET FHT
0 to 60 days 0—60H 359,418 447,921
61 to 120 days 61—120H 37,394 58,519
121 to 180 days 121—180H 19,451 16,550
181 to 365 days 181—365H 7,279 41,674
Over 365 days HRiE365H 7,189 5,491
430,731 570,155
Less: Provision for impairment of trade A FEWERRORE R
receivables (7,241) (6,179)
423,490 563,976

123
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25 Trade and bill receivables and loan

25 EWRRREEREKRERK

receivable (Continued) (#&)

(a) Trade and bill receivables (Continued) (a) FEWEREFTREE(/E)
As at 31st March 2013, included in trade and bill R—ZTE—=Z%=ZA=+—H
receivables were retentions from installation contract #95,741,000 8 T (= F — Z F -

work of approximately HK$5,741,000 (2012:
HK$3,306,000), which were not due for collection until
satisfaction of the conditions specified in the underlying
contracts.

As at 31st March 2013, trade and bill receivables of
approximately HK$334,706,000 (2012: HK$397,503,000)
were fully performing and were from customers with no
history of default.

Movements on the provision for impairment of trade

receivables are as follows:

3,306,000 70 ) 2 BHE G A TERIRFE
SERBTEERBERARERA - 25K
HiGE ZEKEBE L ATIE R 2 &4
BRI o

N—EBE—=F=A=+—08 ' EKE
AN ZE K %)334,706,0008 L (=&
— — 4 :397,503,000/87T) B8 H
HREF IR B R 2 EETT ©

S

FEWER R 2 BB R E T

Consolidated

we
2013 2012
—E—= ===
HK$'000 HK$'000
FHET FAT
At beginning of the reporting period REEH 6,179 9,858
Provision for impairment recognised in ERFEIERRPERZ
the consolidated income statement BB 2,646 2,870
Reversal of impairment in the WG EmEAR ZRERE
consolidated income statement (434) (5,318)
Write-off of provision for impairment SR E B (1,173) (1,382)
Exchange differences PEHZ58 23 151
At 31st March W=A=+—H 7,241 6,179
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25 Trade and bill receivables and loan

25 BUSRMR REREWER

receivable (Continued) (#&)
(a) Trade and bill receivables (Continued) (a) FEWBRFNR =45 (48)
As at 31st March 2013, trade receivables of approximately R-_ZTE—=%F=A=+—8" EK

HK$7,241,000 (2012: HK$6,179,000) were impaired and
fully provided for. The amount of provision recovered in

BRIX#97,241,0008 T (=T — =4 ¢
6,179,000/ 70 ) B 1fER B &k & 8
%o AFE - BEREGRAIBERTIRE
2 BB BE#434,0008T( — T ——
% 15,318,000/ 7T ) ° :ZF BRI
BRECHITANT -

the consolidated income statement during the year was
approximately HK$434,000 (2012: HK$5,318,000). The
ageing analysis of these receivables is as follows:

Consolidated

= A

wh R
2013 2012
—E-=F —ET——fF
HK$'000 HK$'000
FHET THT
0 to 60 days 0—60H 26 -
61 to 120 days 61—120H - =
121 to 180 days 121—180H 34 -
181 to 365 days 181—365H 372 1,307
Over 365 days HBiE365H 6,809 4,872
7,241 6,179

The ageing analysis of trade receivables past due but not

ERMERREREIHA) 2 YRR

impaired (based on due date) is as follows: RO
Consolidated
N

2013 2012
—E—-=fF —E——4F
HK$'000 HK$'000
FET FHTT
0 to 60 days 0—60H 58,991 109,661
61 to 120 days 61—120H 16,708 15,534
121 to 180 days 121—180H 13,309 25,109
181 to 365 days 181—365H 772 15,960
Over 365 days HB3#365H 4 209
89,784 166,473
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25 Trade and bill receivables and loan
receivable (Continued)

(a) Trade and bill receivables (Continued)

The carrying amounts of net trade and bill receivables
approximated to their fair values as at 31st March 2012
and 2013.

The carrying amounts of trade and bill receivables were
denominated in the following currencies:

25 BUSRMR REREWER

(

==

o]

)

(a) BUSRFKRE(E)

FRINEREZEEZ RESEERRN
B —FRZE—=F=ZA=1+—
AZ AT EERE -

R MR R S 1 R A B
MEHE -

Consolidated

=wEe
2013 2012
—E-=5F —E——4F
HK$'000 HK$'000
FHExT FAT
RMB AR 183,370 217,823
HKS$ BT 233,866 337,042
us$ = 13,495 15,290
430,731 570,155

(b) Loan receivable

A loan receivable of HK$19,000,000 (2012:
HK$19,000,000) is secured by the following assets:

—  certain equity interest owned by the borrower; and
— aloan receivable owned by the borrower.

The carrying amount of this receivable approximated
to its fair value as at 31st March 2012 and 2013. It is

denominated in HK$, non-interest bearing and repayable
on 5th December 2013.

(b) FEWEZR

—71819,000,0008 (T — — 4 :
19,000,000/ 7T ) Z FEWWE SKERIA T &
E{EHER

— EBRABBZETEAER &

— ERAREZ BEEWRER -

HRERMERZ FESBAEELR -F
——FERkZFE-—=F=A=+—Hz
NEEEEE - WABTE - TF
BNAR_FE-—=F+_RAAEE-
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26 Prepayments, deposits and other 26 FAMRIE - ZERHEMERER
receivables ESN

Consolidated

=E
2013 2012
—E—-=fF —F——4F
HK$'000 HK$'000
FHET FHT
Prepayments for purchases and services FERTERES B R TS I 97,407 109,736
Rental and other deposits He REMES 6,933 2,884
Value-added tax recoverable AT B ERR 4,412 1,648
Others HAh 9,073 8,594
117,825 122,862
The carrying amounts of prepayments, deposits and other TENFIR « e REAEKRR 2 RESRE
receivables approximated to their fair values as at 31st March HERN T ——FR T —=F=A=+—
2012 and 2013. They were denominated in the following B2z AFEERE - BNFKIE - Re kA
currencies: FEURER FRIA T O EHEEHE

Consolidated

F
2013 2012
—E-=F —E——fF
HK$'000 HK$'000
FHBxT FAT
RMB AR # 95,013 91,083
HK$ BT 20,861 29,684
Us$ eI 1,351 2,095
Euro B 78 600 =

117,825 122,862




128 Van Shung Chong Holdings Limited

Annual Report 2012/13

Notes to the Consolidated Financial Statements

R R AR M T

27 Pledged bank deposits/Cash and cash 27 BERFRITER RERESE
equivalents =4
Consolidated Company
=A VNG
2013 2012 2013 2012

—E-=f T ZB-=ZFf ZIZT—=f
HK$'000 HK$'000 HK$'000 HK$'000
FEx FAEL Fiax FAL

Cash on hand FEES 230 267 - -
Cash at bank RITIFR 460,173 267,181 8,928 12,588
Short-term bank deposits K HIRITE 97,428 134,066 12,050 =
557,831 401,514 20,978 12,588

Less: Pledged bank deposits B BIEERITER (97,428) (134,066) (12,050) =
Cash and cash equivalents B RIBEEE 460,403 267,448 8,928 12,588
Pledged bank deposits and cash and cash equivalents were BEERRTERARRE RIREEBEUTIE
denominated in the following currencies: BEHE

Consolidated Company

Foe) VNG
2013 2012 2013 2012

—E-=f T CZEB-=Zf —T——F
HK$'000 HK$'000 HK$'000 HK$'000
FExT FHT FExT T

RMB ARE 152,618 60,894 - =
HK$ BT 356,722 302,172 8,722 136
us$ ETT 48,397 38,280 12,256 12,452
Euro L7 42 88 - -
Others Hith 52 80 - -
557,831 401,514 20,978 12,588
The carrying amounts of pledged bank deposits and cash and EERFRITEXREB e ERB2ESEZER
cash equivalents approximated to their fair values as at 31st SHEEN-_ZE——FR-ZT—=F=H

March 2012 and 2013. =t+—BZAFEEEE -
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Notes to the Consolidated Financial Statements

Pledged bank deposits/Cash and cash
equivalents (Continued)

The effective interest rate on the bank deposit is 0.67% (2012:
0.66%) per annum. These deposits have an average maturity
of 28 days (2012: 21 days).

As at 31st March 2013, the VSC Group’s bank deposits of
approximately HK$5,000,000 (2012: HK$5,000,000) were
pledged as collateral for the VSC Group’s bank borrowings
(Note 30).

As at 31st March 2013, pledged bank deposits and cash and
bank deposits totalling approximately HK$152,618,000 (2012:
HK$60,894,000) were denominated in RMB, which is not a
freely convertible currency in the international market and its
exchange rate is determined by the People’s Bank of China.

Trade and bill payables

Payment terms with suppliers are either on letters of credit or
open account. Certain suppliers grant credit period of around
30 days.

Ageing analysis of trade and bill payables by invoice date is as

27

28

e R HRAR M

BEFRTER RERAS
ZE(E)
BRITHEARZERFEAEETF067% (=
——F :066%) c ZEFRHFHEIEA
BZTNB(ZE—=F: Z+—H) -

R-B—=F=A=+—H0  BIRE&XEH
5,000,000/ 7 ( =& — =4 : 5,000,000/%
TU) ZIRITEAREAEERA - (EREIRESHE
SRITREE 2 #H M (HIE30) -

R-E—=F=ZA=+—8 B E&BETF
HARIRE MIRITIF A F£4152,618,000
BT (—ZF— 4 : 60,894,000/ 7T) LA A
REGE  ZEEUTHEERBEMSEERR
B MEERHPEARRITETE °

BAERRRREE
SRR 2 TR A E AR R E S
1T o BT RS 2 EEEHI308 ©

FERBRR R BB IRIBH T B H 2 Rk DA 10

follows: T
Consolidated
=a

2013 2012
—E—-= —T——F
HK$'000 HK$'000
FHExT FAT
0 to 60 days 0—60H 338,983 332,524
61 to 120 days 61—120H 175 412
121 to 180 days 121—180H 314 42
181 to 365 days 181—365H 363 3
Over 365 days @365 H 306 7,032
340,141 340,013
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28 Trade and bill payables (Continued)

The carrying amounts of trade and bill payables approximated
to their fair values as at 31st March 2012 and 2013. They were
denominated in the following currencies:

28 BENRRERE(GE

&)
ERNEREREZ RS REERN T ——
i&:f—:iiﬂi+—52A$F@ﬁ

o RN BRI M EE AT EHEEHE ¢

Consolidated

29

we
2013 2012
—E-= —T——%F
HK$"000 HK$'000
FHBx FHET
RMB AR 94,822 96,954
HK$ BT 6,574 180,226
US$ ETT 238,745 62,833
340,141 340,013

Accrued liabilities and other payables

29 R EREMEMARR

Consolidated

wa
2013 2012
—E-=F —ET——F
HK$'000 HK$'000
FET FAT
Accrual for employee benefit expenses EEHEEBAIH 18,953 5,241
Accrual for operating expenses s BT 22,978 29,326
Value-added tax payables FERTIEERS 1,925 3,991
Provision for onerous contracts BER4) 7 B 4,000 -
47,856 38,558

The carrying amounts of accrued liabilities and other payables
approximated to their fair values as at 31st March 2012 and

2013.

FErrEEREMEMNRR C RE e EAE
T FRTE—=F=ZA=+— Z/
FEERE -

b%
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29 Accrued liabilities and other payables 29 ErtEERHEMENSRR(E)
(Continued)
They were denominated in the following currencies: et B EREMENERZATIIEEEE

Consolidated

e
2013 2012
—E—-=F —E——4F
HK$'000 HK$'000
FHT FHTT
RMB AR 20,571 26,458
HK$ BT 27,285 12,100
47,856 38,558
Company
NN
2013 2012
—E-=5 —E——F
HK$'000 HK$'000
FExT FHIT
Accrual for employee benefit expenses FEEHE BT H 70 44
2The carrying amounts of accrual for employee benefit JEFHE BRI 2 lRE & FLAB TAHE
expenses are denominated in HK$ and approximated to their WHERZZE——FR=-_T—=F=A
fair values as at 31st March 2012 and 2013. =t+—HZAFEEES -
30 Borrowings 30 &
Consolidated
wE
2013 2012
—E—-= —F——4F
HK$'000 HK$'000
FHET FHTT
Current &5
— Trust receipts bank loans, secured —(EEIRIRITER - AR 482,755 539,142
— Short-term bank loans, secured —REHRITER - BEA 92,157 106,204
— Portion of mortgage loan from bank due ~ ——F X F|HIEE Z 5
for repayment within one year RITIEBER 2,350 2,324
— Portion of mortgage loan from bank ——FR B HREENS
due for repayment after one year which BN EE R Z 5
contains a repayment on demand clause IRITIRIBE R 3,768 6,118

Total borrowings BEHEE 581,030 653,788
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30 Borrowings (Continued) 30 fEE (&)

The maturity of VSC Group’s borrowings in accordance with BIEEEBREE 2HEAE HERERER
the repayment schedule, without taking into account of the X WiEE EH AR ERIER
repayment on demand clause:

Consolidated

&E
2013 2012
—B-=F —F=F
HK$'000 HK$°000
FHET THETT
Within one year 156" 577,262 647,670
Between one and two years 1226 2,380 2,324
Between two and five years 2E5F 1,388 3,794
581,030 653,788

BIRE KB 2 EERA TR -

The VSC Group’s borrowings are secured by:

(i)

(ii)

(iii)

pledge of the VSC Group’s bank deposits of
approximately HK$5,000,000 (2012: HK$5,000,000)
(Note 27);

pledge of the VSC Group's investment property of
approximately HK$22,000,000 (2012: HK$22,000,000)
(Note 16); and

corporate guarantee provided by the Company
of approximately HK$2,219,799,000 (2012:
HK$1,432,497,000).

Borrowings were denominated in the following currencies:

iy BIEES

(iii)

=

SEBEERBZRITER
475,000,000 0 (=& — = F
5,000,000 7 ) (KizE27)

BEESESECHEEFZREDE
422,000,000 L (=& — = F
22,000,000 7T) (FizE16) + &
ARDNAIRMEZ GCEERY
2,219,799,0008 ;L ( =& — — 4F :
1,432,497,000/ 7T ) o

ARZIE¥ETHE -

Consolidated

2 A

7 =}
2013 2012
—E-=5 —E——F
HK$'000 HK$'000
FET FAT
RMB AR 92,157 90,793
HK$ BT 485,063 562,995
us$ E7T 3,810 =
581,030 653,788
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30 fEE (&)

REER - tEEZERAR(BF)0F

30 Borrowings (Continued)

The effective interest rates of borrowings (per annum) at the
reporting dates are as follows:

31

2013 2012

—E—-=F —ET—_4F

RMB AR 8.4% 6.8%

HK$ BT 2.0% 2.6%

us$ Y 0.5% =
The carrying amounts of the borrowings approximated to their BECERESREAR T ——FR=_F

fair values as at 31st March 2012 and 2013.

The VSC Group has the following undrawn banking facilities at

floating rate:

—=F=A=1+—HZAVEERE -

BIEE SEBIA T AR FBRITRE

Consolidated

=a
2013 2012
—E-=F —ET——4F
HK$'000 HK$'000
FHExT FHET
— expiring within one year — —F R H 7,820 88,650
— expiring beyond one year — — &5 Hf 921,440 405,239
929,260 493,889
Share capital 31 |RA
Authorised Issued and fully paid
(Ordinary shares of (Ordinary shares of
HK$0.10 each) HK$0.10 each)
SETE BEITRAR
(BR0.10B T2 EER) (BR0.10B T2 EBER)
Number of Nominal Number of Nominal
shares value shares Value
RAEE HE RBEE HE
‘000 HK$'000 ‘000 HK$'000
TFix FHAT T FAT
As at 31st March 2011 and NZE——F
31st March 2012 =A=+—AHAK
—E-F=H
=4=E 1,000,000 100,000 414,128 41,413
Share repurchased and LEAEYS e )
cancelled - - (1,450) (145)
Exercise of share options 1T{EBE RS A - - 1,090 109
As at 31st March 2013 N-E—=4F
=A=1+—8H 1,000,000 100,000 413,768 41,377
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32 Share options

The VSC Group has 2 share option schemes (i.e. 2001 Share
Option Scheme which was terminated on 11th August 2011
and 2011 Share Option Scheme which had been adopted since
11th August 2011) 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 the 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, (i) 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.

32 B RE

BIEEEERAEMERERESE (A —_ZFZ
—ERiEAE AER T —F\A+—
BRIE - R—F——BhiEstE - HER =
T——F \A+—BERK) - T\t - ZA7
BETBIRESBE 2 EMES - KEA - FEfHE
IRR(BEATEERIFNTES ) BRE
URBARBZED - B&Z/ERBTE
BEBITREZ30% - P TBERETTERE
M ET RN - TEEFBARRES
BEERRVAUTIRSERE - VAR
BRI PR LB A I E R AR A X2
BRARMARZBHE : (NEARBRNRE
EROBEZEASI A ERZ A EEERS
R BB AR MR FIWTE ¢ Kii)
ARABBRMDEESA0.107TT °

Movements of share options were: IERR I BT
As at As at
Exercise price Tst April Forfeited/ 31st March
Date of grant Exercise period per share 2012 Granted lapsed Exercised 2013
RZZ—=F L4 RZZ—=%
KT R 1T1EH BRITEE mA—A BT KM BfAff ZA=1+—A
HKS ‘000 ‘000 ‘000 ‘000 ‘000
BT T Tk Tik Tik Ti
2011 Share Option Scheme:
“E——RETE
16th November 2012 16th November 2012 to 0.670 - 3,400 - (160) 3,240
“Z——F+—At5H 15th November 2022
(Note 1)
I AWAYES
ZZ-&£1-AThH
(FitaE1)
16th November 2012 16th November 2013 to 0.670 = 4,000 = = 4,000
“Z——F+—A15A 15th November 2022
(Note 2)
ZZ—=51-A1t1B%
e St Sy R il =
(Ff&2)
7th September 2012 Tst August 2014 to 0.490 = 3,815 = = 3,815
—T——FNAtR 31st July 2016
ZZ-WENA-RE
ZEN¥tA=T-H
2001 Share Option Scheme:
“ER-HRETE
Tst August 2011 Tst August 2013 to 0.692 3,815 = = = 3,815
—2—%/\R—-AH 31st July 2015
ZZ—=§\A-HZ

“Z-hF+A=1+—H
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32 Share options (Continued) 32 IBRE(E)
As at As at
Exercise price Tst April Forfeited/ 31st March
Date of grant Exercise period per share 2012 Granted lapsed Exercised 2013
R-F—=F B/ RZZ—=F
ik 1T BRITEE mA—H BT R BAff =ZA=1+-A
HK$ ‘000 ‘000 ‘000 ‘000 ‘000
BT T Tk Tk Tk Tk
19th July 2010 1st June 2012 to 0.828 3,815 = (3,815) = =
—T-ZTFtA+NA 18th July 2020
“Z-——F F—HE
ZZZTFLAT\A
13th October 2009 13th October 2009 to 0.504 16,500 - - - 16,500
“ZENETAT=R 12th October 2019
“ETNETATZRE
“ENETATZH
18th September 2009 18th September 2011 to 0.586 1,416 - (695) (276) 445
ZZTNFNATE 17th September 2019
“T——ENATNBZE
ZZ-NEAATER
18th September 2009 18th September 2012 to 0.586 1,416 = (695) (276) 445
“ZENENATNR 17th September 2019
ZEEAATNAE
T-NENATEAR
18th September 2009 18th September 2013 to 0.586 1,418 - (694) (278) 446
ZZTNFAATE 17th September 2019
“Z-=EAATNRE
“ENEAATER
19th June 2008 19th June 2008 to 0.780 3,000 - - - 3,000
“ER\FRATIA 18th June 2018
ZET\EXATNEE
ZZ-\FAT/\H
13th September 2006 13th September 2007 to 0.900 2,300 = (200) (100) 2,000
“ZL ENAT=R 12th September 2016
:2?t¢ﬂﬂ+’ﬁi
ZE—FNATZH
19th September 2003 19th September 2005 to 1.418 1,300 - - - 1,300
ZZE=FAATNA 18th September 2013
“ZTREAATARE
ZE=FAATNA
7th May 2003 7th May 2005 to 0.970 700 - (200) - 500
—ET-4R/+A 6th May 2013
“ZTRFRALAE
S TS =
2nd May 2003 2nd May 2003 to 0.980 1,000 = = = 1,000
“ZZ=FRAZA 1st May 2013
“ZZ-FRA_HE
—Z-=F7A-H

36,680 11,215 (6,299) (1,090) 40,506




136

Van Shung Chong Holdings Limited

Annual Report 2012/13

Notes to the Consolidated Financial Statements

R R AR M T

32 Share options (Continued)

The fair value of options granted was determined by the
directors based on the valuations assessed by independent,
professionally qualified valuers, using the Trinomial Model.
The significant inputs into the model were share price at the
grant date, exercise price, expected exit rate of employees
and representatives, estimated trigger price of exercising of
option, expected life of options, expected dividend payout
rate and annual risk-free rate. The volatility measured is based
on statistical analysis of daily share prices over a period of
approximately 500 to 520 weeks.

Notes:

1.

(iii)

(iv)

(ii)

(iii)

(iv)

The options to subscribe for Shares at a price of HK$0.67 per
Share granted to Employees are to be exercisable in whole or
in part in the following manner:

During the period starting from 16th November 2012 to 15th
November 2013, the option may be exercised up to 20% of
such Shares.

During the period starting from 16th November 2013 to 15th
November 2014, the option may (to the extent not exercised
in accordance with (i) above) be exercised up to 40% of such
Shares.

During the period starting from 16th November 2014 to 15th
November 2015, the option may (to the extent not exercised
in accordance with (i) and (ii) above) be exercised up to 60%
of such Shares.

During the period starting from 16th November 2015 to 15th
November 2016, the option may (to the extent not exercised
in accordance with (i), (i) and (iii) above) be exercised up to
80% of such Shares.

During the period starting from 16th November 2016 to 15th
November 2022, the option may (to the extent not exercised
in accordance with (i), (ii), (i) and (iv) above) be exercised in
full.

The options to subscribe for Shares at a price of HK$0.67 per
Share granted to Mr. Frank Mufoz are to be exercisable in
whole or in part in the following manner:

During the period starting from 16th November 2013 to 15th
November 2014, the option may be exercised up to 25% of
such Shares.

During the period starting from 16th November 2014 to 15th
November 2015, the option may (to the extent not exercised
in accordance with (i) above) be exercised up to 50% of such
Shares.

During the period starting from 16th November 2015 to 15th
November 2016, the option may (to the extent not exercised
in accordance with (i) and (i) above) be exercised up to 75%
of such Shares.

During the period starting from 16th November 2016 to 15th
November 2022, the option may (to the extent not exercised
in accordance with (i) and (ii) and (iii) above) be exercised in
full.

32 BEREE)
ERHBREZ AT EERRESHBINM
BELERAERMRA=EER TG 2
BET -WAXER 2 EBHEAFERTA
HNR(E - 1TE(E - BrHEE RRKRBERE -
ITIERBRRAE 2 (ARt AR (E - BBARMETRAT B
R FEHRER R FEERRER o FHIFR
B #4500 5201E 2 B N E B R E s
DITETE °

Wi

1.

(ii)

(iii)

(iv)

(ii)

(iii)

KT & B AFAR0.67/8 LRGN < ¥
PRIERTHRIAT T R EE KD ITE

RZE——F+—A+"BE=ZT—=
F+—A+ABHHE B ARZAT
#20% It FE D KRS AR -

RZZE—=F+—A+"HEZ-Z—MNQ
F+—A+ABEHBE  FEARZAT
15540% It A% 17 # B AR A (LAIZ BB _E 32 (i)
ERAMARITEE BR) ©

R-ZE—WE+—A+A HBE-F—1
F+—ATHAHE  FEARZAT
15260 % 1L 5 A0 O B A A (LA R 1 32(0)
Re(iBA M ARITEE BR) ©

R-B-—AF+—A+ARBE=-ZT—X
Ft+—A+RAHE  HHEAREZAT
1£.80% Uit % J% 17 & B AR A (PAIR AR £ XX
() ~ (i) BB AR ARTTEE BR) ©

RZE—R"F+—A+ABEZZ_Z
F+—ATHABEE  FEATEET
150 A ASREE (LASZ IR 32 (i) ~ (i) ~ (i) B (iv)ER
AR ARATREE RR)

% FFrank Munozst £ AER0.67/8 TR
%%gz%%%ﬂEMTﬁﬁ%@i%
DITE :

RZE—=F+—A+~"HEZ=ZZ—HX
F+—A+HBHHE HBEARZAT
#525% It FR 1D HRE AR -

N-FE-—mE+—A+AAE-F-—&
F+—ATHAHM  BAARS AT
(2509% 1t S8 3 AYRBARE (LA 18R 20
BUAMATTIEE AR) -

R_ZFE—AF+—A+XBE=ZT—X
F+—A+ABHM  FEARZALT
1575% 1t SR 15 B0 BE A% A (DAFZ AR _E32()
R(NEELA M AITEE AR) o

R=F—R"F+—A+XBE=ZT=_=
F+—A+ABHM - 6 AREHT
{5 AR AR (LAIR R _E32() ~ (i) B (i) BR LA 14
KITEEBR) °
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33 Reserves 33 #E
Consolidated
A
Cumulative
foreign
Share Capital Investment ~ currency
Share option redemption  Statutory Capital revaluation ~ translation  Retained
premium reserve reservelil — reserves reserve reserve adjustments  earnings Total
BRE EAED REBME  ZONK

Rira® i BED ATHEY ANGEE #E  ENAE  REEN k]
HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK§'000  HK$'000
Tén TEr TEr TEn TEr  TEr  TEn  TEn  Tén

At 1t April 2011 RZE——F
mA—A 338,005 4,739 77,203 13,162 58,355 - 28311 83,468 603,243

Profit for the year EERT = - - - - - - 6,283 6,283
Currency translation SHERER

differences = - - - - - 9,140 - 9,140
Fair value change of AT E 2 B

available-for-sale BEZATEE

financial asset g = = - - - 147 - - 147
Transfer from retained ERERARA

eamings - - - 269 - - - (269) =
Lapse of share options SR B RE - (19 = - - - - 19 -
Share option scheme - Bkl

value of services hi5ERE = 1,166 - - - - - - 1,166
Dividends paid to equity holders B AR Rl HE

of the Company BEANZRE - - - - - = - 2485 (2489
At 315t March 2012 RZT-2F

=R=1-AR 338,005 5,886 71,203 13431 58,355 147 37451 87,016 617,4%
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33 Reserves (Continued) 33 & (&)
Consolidated
A
Cumulative
foreign
Share Capital Investment ~ currency
Share option redemption  Statutory Capital  revaluation ~ translation  Retained
premium reserve reservel  reserves  reserve reserve adjustments  earnings Total

BhE AARE RAER RN
Rt i WEY ATRR  AAEE e EiEE  REEN b
HKS'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HK§'000  HK$'000
Thn T TEr TRn TEr TEr  TEn  TEAR  TEn

At 1st April 2012 RZF-ZF
mA-A 338,005 5,886 77,203 13,431 58,355 147 37,451 87,016 617,494

Profit for the year ERRT - - - - - - - T1600 71,600
Currency translation EHERES

diferences - - - - - - 998 - 998
Fair value change of AR E 2 B

available-for-sale BEZATEE

financial asset 2 - - - - - (190) - - (190)
Transfer from retained BRARDET

earnings - - - 425 - - - (425) -
Loss on control of asubsidiary = —FHBAT

L PEIRE - - - - - - (1.469) - (1469)

Share repurchased and BB TR

cancelled (1,030) - 1175 - - - - (1,175) (1,030)
Exercise of share options frimEmE 827 (252) - - - - - - 575
Lapse of share options Kz EhE - (1739) - - - - - 1735 -
Share option scheme - BlETE -

value of services h5EE - 2,748 - - - - - - 2748
Dividends paid to equity holders 2RI FAR1E

of the Company BEARE - - - - - - - (16979)  (16,979)
At 315t March 2013 RZT—=F

ER=ET—F 337,802 6,647 78,378 13,856 58,355 43) 36,980 141,772 673,747
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33 fwlfE (&)

33 Reserves (Continued)

Company
NG|
Share Capital
Share option redemption Contributed Retained
premium reserve reserveti surplus®  earnings Total
R - e N
REE i mED  BABKO  REEF ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR
At 1st April 2011 RZF——FMmA—H 338,005 4,739 77,203 53,986 10,699 484,632
Profit for the year FEH = - - - 11,821 11,821
Lapse of share options KA B RE = (19 = - 19 -
Share option scheme - RS-
value of services R EE - 1,166 - - - 1,166
Dividends paid BERRE = = - - (2,485) (2,485)
At 31st March 2012 R-ZT——F=8
== 338,005 5,886 77,203 53,986 20,054 495,134
At 1st April 2012 R-T——%F
mA—H 338,005 5,886 77,203 53,986 20,054 495,134
Profit for the year FE A - - - - 13,692 13,692
Share repurchased and FBE Rt Rl
cancelled (1,030) - 1,175 - (1,175) (1,030)
Exercise of share options TE R E 827 (252) - - - 575
Lapse of share options K2 e - (1,735) - - 1,735 -
Share option scheme - BREETE—
value of services kB E - 2,748 - - - 2,748
Dividends paid BERRE - - - - (16,979) (16,979)
At 31st March 2013 R-ZZ—=F=8
=r—Ff 337,802 6,647 78,378 53,986 17,327 494,140
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33 Reserves (Continued)

Notes:

0]

(ii)

(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 year 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.

The capital redemption reserve has been established upon
repurchase of shares.

33 & (&)
B3 -

(i)

(iii)

YATE RN i o B A T B A AR
Y hEERFERES N RERE
£ - RRPBEAMERITA - RAEA
HARSL R AR 2 I B R 2RI B R A 4%
EA(REEBEFEER)BHAEIE
CEERREHEES N RREEES L
RNHBEEFTEEE - —REBER
AT R S B 1R IR B IR AR - b 3 B
RFEHEEES TR -

REARE-NN—FRFDE  BAR
Al DK TRAER B A AT BHOA
REPREHAEEH AR TS 2
HaE  fMEEEZIEREESS
B A E & E KRB BETIRAIA KRG
HERE AR - MARAITEE
RS IR B AL A BEMEE DK ©

BARBEFBEEREERMERY -
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34 Consolidated statement of cash flows 34 REBEERER
(a) Reconciliation of profit before income (a) BRETERABEANEELEEE
tax to net cash generated from/(used in) (FrB) 2R & FEEEERAOT ¢

operations is as follows:

2013 2012
—E-=F —T——4F
HK$'000 HK$'000
FHET FET
Profit before income tax e 25 A A 100,815 6,060
Share of profits of associates — net FEREEE D RR A — F5E (3,529) (8,465)
Interest income FLEMA (1,412) (1,584)
Interest expenses B H 21,499 25,300
Depreciation of property, plant and Y - WEREHBEZITE
equipment 5,553 6,770
Gain on disposals of property, plantand ~ HE&EWE - HBERSEES
equipment Was (566) (96)
Amortisation of intangible assets and B EERTERAEZ
land use rights #iE 795 634
Fair value gain of an investment property ~ —IB#R &% 2 A (EE
Weas - (2,000)
Loss on disposal of investment in a HER—ERBARIZIEEZ
subsidiary fE1E 2,448 -
Gain on deemed disposal of investment in & {EHER —RIMEB AT 2
a subsidiary ®E 2 W (1.354) -
Provision for impairment of an amount due [& — RSB & D BRI E R
from an associate 8,000 -
Change in fair values of derivative MEEBIAZATEE
financial instruments = (430) 1,627
Share option scheme — value of services  BERR#EET 2 — RAGEE 2,748 1,166
Operating profit before working capital BIEE S BRI Z KR
changes 134,567 29,412
Decrease/(increase) in inventories FERL (38 ) 31,141 (6,994)
Decrease/(increase) in trade and FEUBR R R =R A
bill receivables (1Ehn0) 140,486 (66,614)
(Increase)/decrease in prepayments, TENFIE « ke REMER
deposits and other receivables BRFR (&), R (1,216) 19,170
Increase in amounts due from associates  JREUZEE 4 A B]3E AN (2,495) =
Increase in trade and bill payables JFEAS BRFN R SR BRI AN 156 26,078
Decrease in receipts in advance TEWRIE R (14,314) (82,979)
Increase/(decrease) in accrued liabilities and BT & (& K& E b B BRRR
other payables #n, CRd) 11,428 (52,439)
Net cash generated from/(used in) B EL (TR 2ES

operations ex-c] 299,753 (134,366)
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34 Consolidated statement of cash flows 34 REBEERER(E)

(Continued)

(b) In the consolidated statement of cash flows, (b) REFEHRERERT  HEY
proceeds from disposals of property, plant ¥ HBERREZFEREL
and equipment comprise: 1

2013 2012

—E-= —T——4F

HK$°000 HK$'000

FBT FAT

Net book amount BREVFE 37 314
Gain on disposals of property, plantand &Y% « KR RBE2

equipment WS 566 96
Proceeds from disposals of property, HEME  BMEMEEZ

plant and equipment Fri8 5038 603 410

(c) In the consolidated statement of cash flows, () REZEBRERERFT  HER
proceeds from disposal of investment in a — BB AR ZREZMEMIE
subsidiary comprise: BIE

2013 2012

—E—-=fF e

HK$'000 HK$'000

FHExT FAET

Net assets disposed HE 2 EEFRE 5,957 =

Loss on disposal of investment in HER—RNBARZRE

a subsidiary ZEE (2,448) -

Cash consideration received BB RE 3,509 =
On 12th July 2012, the VSC Group disposed its R-ZZE——F+HA+-H: BIEE&E
100% equity interest in VSC Steel (Shenzhen) Co., B S ER—RERF B R EFHE
Ltd., a subsidiary which was engaged in stockholding EREEMMESNRBATEIBE
and trading of steel in Mainland China, at a cash ORI BB AR ZEEIRARER T
consideration of R\MB2,900,000 to a former management UNBATIZEEEE  BEREA

of the subsidiary. AE#2,900,0007T °
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35 Business combination 35 ¥EKEHt
On 8th November 2012, the VSC Group acquired the RZZE—=—F+—AN\B ' BIEE&EBUL
distribution business of selling building products at a cash 8,041,000 T2 R REBUBELE=FK
consideration of approximately HK$8,041,000 from an BIHEREEM D HER(TWE]) -

independent third party (“the Acquisition”).

As a result of the Acquisition, the VSC Group is expected to FRETHE - BIESSEBTERNFRHA
increase its presence in Mainland China market. It also expects TSGR IR T, - RIS TR RS AR R A B AR
to reduce costs through economies of scale. The goodwill w PEAERC AR o URHEEE 4 2 78 24,263,000
of HK$4,263,000 arising from the Acquisition is primarily BT EEBENESSEE 2 EABRR
attributable to the significant synergies expected to arise in FERTEN - ZIHRIEERE RS R 2 SRt
connection with the VSC Group's strategic objectives and the BiZRERAR AAE ML B A3
development of customer-focused products to capitalise on the BREPXEBR -

business growth in Mainland China.

The following table summarises the consideration paid and TREMEARE - ERBEEESTE RN
the amounts of the assets acquired and liabilities assumed BHER B RERE -

recognised at the acquisition date.

At 8th
November
2012
RZE—ZF
+—ANH
HK$'000
FAT
Consideration: RAE -
— Cash —iHe 8,041
Identified net asset ERRIEE TR
— Distribution rights (Note 18) — 5 iHRE (Fi5E18) (3,778)
Goodwill (Note 18) P (f9EE18) 4,263
36 Guarantees 36 ER
Company
¥ /N
2013 2012
—E-=F —E——fF
HK$'000 HK$'000
FHT FHT
Guarantees provided by the Company RATREME A BFTE
in respect of banking facilities of IRITRLE MR 2 R
its subsidiaries 2,219,799 1,432,497
Banking facilities utilised by subsidiaries RATIFEMBARFAZ
in respect of guarantees provided by IRITREMIBHE < ER

the Company 1,010,196 595,051
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37 Commitments
(a) Commitments under operating leases

0]

(i)

37 &iE

(a) EFMRE

Lessor (i) HEA
The VSC Group leases an investment property under BIEEEBRE AR 2 &%
non-cancellable operating lease agreements. The MHEE—EIEEME - HEA
lease term is 2 years, and the lease agreement is FREF 1 AH A9 A] A A8 HA fE w18 LA
renewable at the end of the lease period at market MiZHEER -
rate.
Total commitments receivable under the non- anki=k/E T IRVAPALNCIE= ik
cancellable operating lease agreement in respect of ¥Rz EBAEZEBES TN
rent-out premise is analysed as follows: T
Consolidated
we
2013 2012
—E-=F —E——F
HK$'000 HK$'000
FET FET
Not later than one year AR 223 456
Later than one year and not later than  #114F }2 RiE54F
five years - 223
223 679
Lessee (i) AHEA

The VSC Group leases various retail outlets, offices
and warehouses under non-cancellable operating
lease agreements. The lease terms are between 1
and 5 years, and the majority of lease agreements
are renewable at the end of the lease period at
market rate.

BIEESERETAHEE &2
YA AZETERE WS

R - HENT1E55F - MK
B L I EM AR R & AT IS
FAEES -
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37 Commitments (Continued) 37 A¥E(E)
(a) Commitments under operating leases (a) EHEFHLORIEE)
(Continued)
(ii) Lessee (Continued) (i) AFMEAGE)
Total commitments payable under various non- SEAEFEMEME] S 2 B A
cancellable operating lease agreements in respect of S ML) 2 R EAYEAAZE DT
rented premises are analysed as follows: (Il
Consolidated
wEe
2013 2012
—E—-=fF —T——F
HK$'000 HK$'000
FHET FHET
Not later than one year RE1F 25,253 22,449
Later than one year and not later than #8014 Jz K854
five years 8,316 17,789
33,569 40,238
(b) Capital commitment (b) BEARFESE
Capital expenditure contracted for at the end of the R EARE OB REEZER
reporting period but not yet incurred is as follows: AT :
Consolidated
N
2013 2012
—E—-=F —E——4F
HK$'000 HK$'000
FHET FET
Contracted but not provide for: BETAERARTELR ¢
Capital contribution for a recycling BEEBK2EREA
business - 12,744
() Commitments under derivative contracts () TTEEHAIE
As at 31st March 2013, the VSC Group had outstanding RZE—=F=A=+—0H " BlE&
forward foreign currency contracts to purchase EE WAL ARK276,144,0007T (=
approximately US$44,000,000 (2012: US$28,000,000) T——F: AR¥176,334,0007T)
for approximately RMB276,144,000 (2012: RITHERBINEEEEL - LARIER
RMB176,334,000). The last settlement dates are 28th H #)44,000,000% T (= F — —4F :
April 2014 and 27th May 2014. 28,000,000%7T) » BIEEER A -

—mMFNA -+ \BE-_Z—NFH
A=++H-
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38 Related party transactions 38 BHHEEEA T ZR 5
(a) Transactions (a) X5
The following is a summary of significant related party REBEIEEEEB XK BRETETZ
transactions, which were carried out in the normal course FEREEATRSBMENT :

of the VSC Group business:

2013 2012
—E-=F —T——4F
Notes HK$'000 HK$'000
BaE FET FAT
Management fee income from ) —fEIEsE & A RIHR it (i)
services provided to an associate Rz BERBUWA 562 555
Sales of goods to an associate m—HEEEATHEZ (if)
B 109,207 105,840
Rental expenses paid to B —RBEARZ (iif)
an associate HeH 3,450 2,855
Notes: BitsE
(i)  Management services were provided by VSC Steel () BEEMHEREZES(LE)ERAFRE
(Shanghai) Co., Ltd. to an associate at prices mutually T—HEE AR ZERRBIEET BT
agreed by both parties. ZABREUER o
(i) Goods were sold by Shanghai Bao Shun Chang (iy BEEEIEERBEESBERARHEET
International Trading Co., Ltd. to an associate at prices —ABE ARz EmRERTHTE 2B
mutually agreed by both parties. LB o
(i  Rental expenses were charged to VSC Steel (Shanghai) (i) BA—EBMEATRITEMERES (L
Co., Ltd. and Leisure Plus International Trading BBERARRAMNEIRKERES(L8)E
(Shanghai) Co., Ltd. by an associate at prices mutually RARIMKEz e HEZREHHE
agreed by both parties. ZAEREULER -
(b) Key management compensation (b) =EEEEREN
2013 2012
—E-=fF —ET——4F
HK$’000 HK$'000
FET FAT
Salaries and allowances e RoERL 11,848 10,093
Bonus TEAT 3,317 463
Pension costs — defined contribution RIS — REHRKEE
schemes 183 268
Share option scheme — value of services  BER&HEET 2 — RIS EE 2,443 1,166

17,791 11,990
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