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VSC GROUP AT A GLANCE

WHO WE ARE

VSC Group (VSC and its subsidiaries) was founded in 1961 as a supplier of construction steel and materials. In
the early 1990’s, we expanded our presence into Mainland China. Today, VSC Group is a leading supply chain
manager of industrial products like steel and engineering plastics. We are also a relevant player in washroom and
kitchen products and represent brands like TOTO Japan and BAGNODESIGN London. We own an office building in
Shanghai and specialize in upgrade of properties to maximize rental income and increase value.

We provide processing, inventory management services, logistics and financing for steel and engineering plastics.
We provide inventory management services, logistics, design and technical support for sanitary ware products.
VSC has a growing presence in Hong Kong, Macau, Southern, Eastern and Northern China.

Our objective is to be a relevant player in the markets we choose to serve and to serve markets where our knowledge
and experience will allow for profitable growth.

WHERE WE ARE GOING

The Hong Kong and Macau construction markets will remain strong in the coming years. Hong Kong Steel will
continue to drive top line growth by maintaining our market share of reinforcement bar and aggressively growing our
share of structural products.

Hong Kong Steel will also invest in downstream processing of construction steel products to help in the
transformation of the Hong Kong construction industry into a safe, efficient and environmentally responsible entity.
We recently signed a joint venture agreement with a renowned international steel processing company. Their 30+
years of experience in cut & bend, mesh and precage combined with VSC’s 50+ years as a relevant supplier to the
Hong Kong construction market will make for the best processing and service solution to contractors.

Bao Shun Chang and Engineering Plastics will continue to expand geographically to serve Southern, Eastern and
Northern China. Both Bao Shun Chang and Engineering Plastics have established themselves as strong local players
and can use the same business model to expand throughout Mainland China.

Building & Design Solutions will continue to expand geographically and will roll out our new architectural and design
centre concept to grow retail and project sales while maintaining a strong link to markets through our growing dealer
partner network. China’s drive for urbanization and growing middle and upper class will help us drive our top line
strategy while allowing us to remain in the high-end segment of the market.

Property will focus on upgrading the recently acquired property in Putuo District (Shanghai).



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.

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.

e Safe and Enjoyable Working Environment
e Shareholder Value

e  Customer Loyalty

e Integrity

e Honesty and Respect

e Responsiveness and Dedication

e (lear and Measurable Goals

e Embrace of Change

e Ambition and Confidence to Excel

e Teamwork
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Positioned for Continued Growth and Sustainable Continued Improvement in Profit
Profitability

o Well-positioned to serve strong Hong Kong construction ° VSC Group’s audited consolidated net assets value
market (“NAV") was approximately HK$782 million as at 31st
° Evolving Mainland China expansion model to tap into March 2014, exceeds the audited consolidated NAV of
high growth industries approximately HK$750 million as at 31st March 2013 by
° New and revitalized management team focused on approximately HK$32 million
shareholder value ° Final dividend of HK4.15 cents per ordinary share is
recommended

o Market price closed at HK$1.27 per ordinary share as
at 31st March 2014, approximately 18.7% increase
compared with the closing price of HK$1.07 per ordinary
share as at 31st March 2013

Investments/Strategies

° Increased equity interest in Bao Shun Chang to 100% by way of capital reduction

° Completed acquisition of Central Park (formerly known as China CTS Tower), a 27-storey commercial building in Shanghai

° Completed disposal of the Point Jingan in Shanghai of which VSC Group held one-third equity interest

° Product diversification strategy in Hong Kong construction market — Non-reinforcement bar tons sold grew by 35.2%

° Mainland China regional expansion strategy in engineering plastics and steel

° Partnership with a renowned international steel processing company to build and operate a construction steel processing
plant and serve Hong Kong

° Actively seeking acquisition opportunities
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Revenue by Lines of Business

© Steel
@ Building & Design Solutions

@ Engineering Plastics
© Property
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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
31st March

2014
HK$°000

Revenue 3,251,836 4,207,768 4,432,081 3,760,620 3,849,306

Operating profit 136,326 69,564 21,311 117,373 114,411
Net finance costs (18,668) (23,268) (23,716) (20,087) (34,635)
Profit before income tax 104,762 52,904 6,060 100,815 149,356
Income tax (expense)/credit (22,279) (14,010) 4,787 (29,355) (44,537)
Profit for the year 82,483 38,894 10,847 71,460 104,819
Attributable to:
Equity holders of the Company 75,221 31,032 6,283 71,600 103,708
Non-controlling interests 7,262 7,862 4,564 (140) 1,111
82,483 38,894 10,847 71,460 104,819
Dividends 22,361 7,869 7,454 21,525 31,094

Consolidated Statement of Financial Position

As at

31st March
2014
HK$°000

Non-current assets 313,942 238,979 261,030 269,475 1,396,632

Current assets 1,130,253 1,598,956 1,528,920 1,509,695 1,256,341

Current liabilities (789,146) (1,158,642) (1,097,100) (1,028,215) (1,197,426)
Non-current liabilities (4,083) (1,501) (1,127) (817) (673,915)
Net assets 650,986 677,792 691,723 750,138 781,632
Equity:

Share capital 41,413 41,413 41,413 41,377 41,770
Reserves 579,744 603,243 617,494 673,747 739,422

Capital and reserves attributable

to equity holders 621,157 644,656 658,907 715,124 781,192
Non-controlling interests 29,829 33,136 32,816 35,014 440
Total equity 650,986 677,792 691,723 750,138 781,632
Note:

1. Certain prior years’ figures have been reclassified to conform with the current year’s presentation.
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Redefine the positioning of

Van Shung Chong

to pursue long-term growth

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Van Shung
Chong Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “VSC Group”), it is my pleasure to present the
audited consolidated results of the VSC Group for the year
ended 31st March 2014.

The VSC Group underwent a series of important internal
changes in the past year and a half. As Chairman of the Board,
| wish to emphasize that our ambitious strategy to implement
a new organizational structure and new management roles
have brought about notable improvements across business
lines. | am humbled by our progress and development so far
as the VSC Group continued to deliver a strong performance
during the year, with profit attributable to shareholders
amounting to approximately HK$104 million. This represented
a notable profit increase of 44.8% from approximately HK$72
million last year. Although we are still in the early stages of
the transformation process, our mission and mandate for
the future as a company have never been more uniform and
clearer. As such, | am highly confident that under the guidance
of our new and revitalized management team, we are well on
track to propel our business forward to achieve key corporate
milestones in the years to come.

The operating environment for our core construction steel
business remained robust during the year. This was principally
driven by a number of large infrastructure development
projects undertaken and funded by the Hong Kong
government. This includes mega developments such as
the West Kowloon Terminus Project, Kai Tak Development
Project and Hong Kong-Zhuhai-Macau Bridge Project,
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respectively and the new round of casino construction
projects in Macau. The construction industry is set to expand
even further in the coming years with the continuation of
large-scale infrastructure and commercial projects, as well
as the Hong Kong government’s new ambitious measures
to substantially increase the land supply for private and
public residential flats. As one of the top construction steel
distributors in the region, such ample opportunities in the
market will bode well for the VSC Group in terms of revenue
and market share expansion.

With our leadership fully established in the market, the
VSC Group is now striving to move closer to customers
by redefining our value proposition to include value-
added services uncommon in the Hong Kong market. Our
vision is to become not just a leading construction steel
distributor in Hong Kong but a value-added steel products
and services provider that can revolutionize the traditional
supply chain model. Acknowledging that Hong Kong’s
booming construction industry needs to address efficiency
and labour shortage issues, we will invest in an automated,
state-of-the-art construction and steel processing plant. The
investment will help the industry tackle inefficiencies, cash flow
constraints and project delays commonly found in today’s
construction market.

During the year, we have achieved a new milestone for our
steel coil processing and distribution business in Mainland
China, with Bao Shun Chang becoming a fully consolidated
subsidiary of the VSC Group since October 2013. With
focus on high-growth industries requiring surface critical coll,
the business realignment with 100% control in Bao Shun
Chang has since allowed the VSC Group to expedite the



implementation of product, client and supplier diversification
strategies to maximize our business exposure. We are making
great progress with the new initiative and we are standing
in good stead to achieve the goal in expanding beyond our
existing market coverage in Eastern China.

The Building & Design Solutions business continued to grow
during the year. Replicating the success of our “TOTO”
branded flagship Architectural & Design (“A&D”) Centre, we
have opened a new 4,000 square feet space for London-
based sanitary and fittings brand “BAGNODESIGN” in
January 2014. The concept was well received by the market
as quality conscious retail customers are looking to take their
shopping experience to a more personalized level, where
first-hand experience of products are equally important. | am
pleased to report that our two A&D Centres in Hong Kong are
currently a self-sustaining business unit. We look forward to
implementing this concept in Mainland China in the coming
year, so as to capture opportunities brought forth by the
region’s rising disposal income amongst urban households.

We are also actively exploring other investment opportunities
to bring greater value for our shareholders. Leveraging our
extensive network in Mainland China, we have ventured
into the local property investment business with focus on
developments located in prime commercial districts of
Shanghai. During the year, we have completed the acquisition
of a 27-storey commercial building in Putuo District, a new
central business district in Shanghai, for a consideration
of RMB708 million. Taking advantage of its prime location,
the VSC Group has renamed the building as “Central
Park” and is in the process of upgrading it into a Grade-A
office building complex. Target completion date for the
renovation and upgrading procedure is scheduled for the
second half of 2015. The new leasing project is expected to
generate a stable cash flow for the VSC Group. Whilst asset
enhancement opportunities in Shanghai remain abundant,
we will adhere a prudent stance in all our property investment
decisions and will only consider accretive acquisitions
opportunities when we believe we have fulfilled the goals set
for our core business segments.

Looking ahead, a solid foundation has been laid in the past
year to actualize our transformational journey in becoming a
value-added supply chain provider in the regions and markets
we operate in. Internally, clear measurable goals have been
enforced to enhance financial discipline and accountability
amongst all business units. | strongly believe that all these
efforts will pay off soon and help us grow into a more lean and
efficient organization. On a macro point of view, | anticipate
vast prospects in Mainland China in the foreseeable future.
With economic growth stabilized at around 7.5%, Chinese
policymakers have since taken various steps to open new
areas of growth. Such reforms include the continuation of
urbanization and the launch of the country’s first free trade
zone in Shanghai. | am confident that the redefined positioning
of the VSC Group and growing business presence in Mainland
China is well positioned to capture such opportunities in
the market and will ultimately deliver significant value to our
shareholders in the long term.

I would like to take this opportunity to thank the management
and all our staff for their hard work and devotion during the
year. We also owe our success to our long term shareholders,
valued customers, as well as our business partners for their
continued support.

Yao Cho Fai Andrew

Chairman and Executive Director
30th June 2014

Van Shung Chong Holdings Limited Annual Report 2013/14

9



CEQ’S STATEMENT

Frank Munoz
Executive Director and
Chief Executive Officer



Significant progress in business
restructuring, resulting in simplified
organization and foundation for

sustainable improvement
I

Dear Chairman, Directors, Shareholders, Stakeholders
and Colleagues,

| am pleased to report the results of the VSC Group for the
year starting April 2013 and ending March 2014 (the “year” or
“FY2014”).

In spite of a challenging global market and a China
economy that is slowing down, we delivered on most of the
commitments made in our, board approved, annual operating
plan.

Our transformation strategy continues and we are happy to
report that our net profit grew by 46.7% while revenue grew
by 2.4% year over year.

In our last annual report to shareholders, we identified and
documented a clear list of deliverables. The achievement of
these objectives was crucial to the future of our Company
as we set out to transform the Company into a focused and
nimble organization capable of capturing untapped value
and potential capable of delivering profit even in the most
challenging economic environments. We are encouraged by
the progress made and promise to continue on the path of
continuous value creation.

FY2014 was a year of substantial progress in our
transformation journey. We made significant changes to
our business model and eliminated or restructured non-
performing businesses, with one-time impairment provisions
on such businesses totalling approximately HK$63 million.
We simplified our organization and determined that we would
remain in business lines where we have relevance, expertise
and competitive strength. We also reserved for those

businesses where closing or divestment was not executed
in FY2014 but would be completed in the months to come.
Our new organization is simpler comprising three major lines
of business, Industrial Materials Distribution Group (“IMDG”),
Building & Design Solutions Group (“BDSG”) and Property
Group.

We brought together our steel and engineering plastics
distribution business and created what we now call Industrial
Materials Distribution Group. This new organization allows
for synergies in steel procurement, logistics and supply
chain management. We will be able to share resources
across businesses and reduce expenses in the process.
In May 2014, all China distribution businesses co-located
from separate offices in Shanghai to our newly acquired
office building in Putuo District. Having our teams under the
same roof will allow us to take advantage of our combined
expertise while sharing corporate resources, minimizing
risk through better controls and reducing expenses. Our
steel procurement consolidation and geographic expansion
strategies are now managed from Shanghai.

We also re-defined our business model for Building & Design
Solutions Group. Teams in each city and province are focused
on the regional trends and our sales efforts seek to make
the most of China’s drive for urbanization. We closed stores
that were not profitable and implemented retail strategies
while strengthening our dealer network and adding resources
to grow project sales. We have invested in architectural
and design centres (“A&D centres”) to grow retail sales and
strengthened our project teams. Hong Kong BDS moved
away from the showroom concept and in April 2013, under
TOTO banner opened the largest sanitary A&D centre in

Van Shung Chong Holdings Limited Annual Report 2013/14
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Hong Kong. We also opened an additional A&D centre
to cater to architects and designers looking for European
made products. Our new A&D centre under the banner of
BAGNODESIGN London was opened in January 2014.

By representing TOTO Japan and BAGNODESIGN London,
we are now able to provide the market a great selection of
Japanese and European sanitary ware products. Our A&D
centres provide architects and designers access to great
quality products in an elegant and beautiful setting.

Qur property strategy continues to deliver value to
shareholders. Our team specializes in buying and upgrading
for significant increase in rental income.

IMDG delivered 3.8% improvement in net profit and 3.4%
sales growth year over year.

Our steel distribution business (Hong Kong Steel and Bao
Shun Chang) delivered excellent results. Tons sold grew by
14.0% while net profit increased by 6.1% year over year.
Supported by a strong construction market in Hong Kong and
a growing automotive industry in Mainland China, we were
able to deliver improvements in spite of a decrease in steel
prices in the second half of the year. Hong Kong Steel, which
sells to Hong Kong and Macau’s construction industries
delivered significant volume growth in the infrastructure
segment and was able to grow reinforcement bar tons by
31.0% while other tons of products like piling and carbon
structurals grew by 35.2%.

Our engineering plastics distribution business struggled in
the last half of the year and while they delivered a profit, we
were not able to deliver on our plan. While gross profit margin
increased by almost 50 basis points, lower sales and bad debt
write-offs, related to a customer that went into administration
by local government, caused net profit to decrease. Our
sales in Hong Kong and Shenzhen, which made up 57.2%
of total sales during the last fiscal year, decreased to 41.4%
for the year as many exporters reduced their purchases. We
continued to make great strides in expanding our geographic
presence into Mainland China. Our newly opened office in
Xiamen managed to increase sales by 71.7%, while our
Eastern China sales offices (Shanghai, Ningbo and Suzhou)
delivered over 8.4% sales growth during the year.

Van Shung Chong Holdings Limited Annual Report 2013/14

Our BDSG sales were fairly flat in total but grew by 4.3%
excluding Shenzhen operation, which was closed in 2013.
We generated a loss of approximately HK$3.2 million for the
year primarily caused by restructuring expenses in Changsha,
Wuhan and the closing of Shenzhen operation. One-time
expenses related to the opening of the two A&D centres in
Hong Kong and closing of showrooms also contributed to the
loss.

Restructuring of Changsha and Wuhan BDS was necessary
as both of these businesses were recent acquisitions and
business models were not well-aligned with the markets
currently served. Restructuring included headcount reduction
and stores closing. Our brand partner, TOTO, and dealer
partners were very supportive of restructuring and total sales
were not affected. We are happy to report that restructuring
has delivered on objectives we set and trends show that
both Changsha and Wuhan BDS will deliver on profit and
growth commitments for the financial year ending 31st March
2015. Changsha and Wuhan BDS have exclusive distribution
rights in Hunan and Hubei respectively. New structure and
organization allow us to use our growing dealer network to
boost our sales on a province wide scale.

New A&D centres in Hong Kong are expected to facilitate
retail and project sales growth on the back of a strong
construction market. Trends in both retail and projects are
showing top line and bottom line improvement.

While investments in projects since we entered the property
sector have been minority investments, we have always been
the operator. Being the operator of properties in Dalian and
Shanghai, allowed us to gain significant insight and experience
that we are now using in our new acquisition of Central Park
(formerly known as China CTS Tower), a 27-storey office
building in Putuo District (Shanghai) which is 100% owned by
us. The sale of the Point Jingan in the fourth quarter of the year,
delivered relevant experience and great shareholder value. We
plan to use the experience gained in the upgrade and disposal
processes of our assets as we manage our Putuo property
(Shanghai) and review other opportunities for investment.

The uncertainties of the global markets and China’s slowdown
in economic growth will inevitably have an impact across the
region. We expect the global steel market to continue to face
imbalances. China’s steel production continues to outpace
demand and will put pressure on pricing. Iron ore output is also
outpacing demand giving steel mills cost relief as steel price
falls.



As China’s growth slows down, the competitive environment
will continue to intensify. We will seek opportunities in new
products and processes with existing customers and continue
our geographic expansion into areas where we are not
present.

In steel, we will continue to diversify our product and process
offering while continuing to create a more efficient supply
chain across all products. Our Hong Kong Steel team will
continue to deliver aggressive growth by continuing to grow
market share of structurals and carbon plate while maintaining
our market share in reinforcement bar. Hong Kong and Macau
infrastructure, residential and non-residential construction will
continue at a break neck pace.

We will continue to work with contractors and the government
to define the right investment in downstream processing for
construction steel. In May 2014, we signed a joint venture
agreement with a renowned international steel processing
company. Their knowledge of processing and our experience
in construction steel procurement and distribution will make
us a sizeable player in downstream construction steel
processing.

Bao Shun Chang will continue its drive to move from a
local player in surface critical coil serving automotive, home
appliance and construction to a national distributor across
multiple product lines of steel. We will also explore an
export strategy to take advantage of Mainland China’s steel
production capacity.

Engineering plastics will continue to focus on high-growth
industries and expanding our geographic presence in
Mainland China. We have worked to strengthen our ties to
our strategic partners like Sabic Innovative Plastics Hong
Kong Limited and Toray Plastics (China) Co. Ltd. and will work
to recover and grow our market share in Hong Kong and
Southern China.

China urbanization will continue at an accelerated pace.
Coupled with the property upgrade drive that is taking place in
tier 1 cities, our BDSG business should benefit as long as we
remain in the high-end segment of sanitary ware. New brands
are continually making their way to China and we will have to
remain vigilant and one step ahead by using our relationships
with developers and the brands we represent to expand our
reach geographically.

Our partnership with BAGNODESIGN London will allow us to
tap into the needs of architects and designers looking for a
high-end European option in sanitary ware. Our partnership
with BAGNODESIGN London gives us exclusivity for China
and Asia.

BDSG is now positioned for significant growth. Our recent re-
organization in Changsha and Wuhan created a province wide
sales strategy further boosting its presence in China’s interior.

We have concluded a robust restructuring process that
included the elimination of businesses that were not adding
value while taking up valuable resources. For the first time
in many years, VSC has begun new financial year, with a
clean slate as it relates to legacy issues and non-performing
businesses. Our strong results of the year allowed us to close
businesses that had been generating losses in prior years
and face related expenses while still delivering a significant
improvement in net profit year over year. We will continue to
mandate that each office, city and overall business deliver a
profit. We will not subsidize non-performing or non-strategic
businesses.

Our new organization is lean, nimble and, as a result of recent
changes, very focused. We have a new management team
that is driving a revitalized business model and delivering
earnings improvement. We maintain that we are far from our
potential and that our share price is significantly undervalued.
We are now positioned to deliver aggressive top line growth
and continuous bottom line improvement.

| want to thank our chairman and board of directors for their
guidance and trust. We thank our partners (suppliers, banks,
service providers) for their constant support.

| want, especially, to thank our employees for their loyalty and
hard work. FY2014 was full of changes and challenges that
tested our personnel’s ability to embrace change. Thank you
for your trust, dedication and perseverance. Our recent results
show that the sacrifices made were necessary and fruitful. Our
future results will prove recent decisions accurate.

Frank Munoz

Executive Director and Chief Executive Officer
30th June 2014
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The VSC Group’s results showed significant improvements
in the year as a series of important internal changes were
implemented. Gross profit for the year was approximately
HK$370 million, up by 4.2% compared to last year, while
revenue grew by 2.4% year over year. Net profit surged
by 46.7% to approximately HK$105 million, a significant
improvement from last year’s net profit of approximately
HK$71 million. Gross profit margin and net profit margin were
about 9.6% and 2.7% respectively, higher than about 9.4%
and 1.9% respectively recorded in last year.

Profit attributable to the equity holders of the Company was
approximately HK$104 million (2013: HK$72 million). Basic
earnings per ordinary share was HK24.93 cents (2013:
HK17.30 cents). The Board recommended a final dividend of
HK4.15 cents (2013 final: HK2.9 cents) per ordinary share for
the year.

The VSC Group’s cash and cash equivalents were
approximately HK$371 million as at 31st March 2014 (2013:
HK$460 million) of which about 4.4% were in US dollar, about
40.2% were in Chinese Renminbi (“RMB”), about 55.4% were
in HK dollar. Net cash flow used in operating activities for the
year was approximately HK$129 million.

As at 31st March 2014, the VSC Group’s total borrowings
amounted to approximately HK$1,572 million of which 100%
were interest bearing borrowings (2013: HK$581 million).
Net interest bearing borrowings, after deducting pledged
bank deposits of approximately HK$39 million (2013: HK$97
million) and cash and bank deposits of approximately HK$371
million (2013: HK$460 million), amounted to approximately
HK$1,162 million (2013: HK$24 million). Gearing ratio as at
31st March 2014, 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 increased from 3.1% to 59.8% and
current ratio was decreased from 1.47 times to 1.05 times as
compared to 31st March 2013. 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.

As at 31st March 2014, the VSC Group had no material
contingent liability.
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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 volatility of RMB, the VSC Group will continue to
match RMB payments with RMB receipts to minimize the
exchange exposure.

As at 31st March 2014, about 72.3% of the VSC Group’s
interest-bearing borrowings were denominated in HK dollar,
about 20.5% in US dollar and about 7.2% 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 2014,
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 RMB117
million. All of the VSC Group’s borrowings as at 31st March
2014 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.

As at 31st March 2014, the VSC Group had certain charges
on assets which included (i) bank deposits of approximately
HK$13 million which were pledged as collateral for the VSC
Group’s banking facilities, and (ii) investment properties of
approximately HK$1,006 million were pledged as collaterals
for certain of the VSC Group’s bank borrowings.

As at 31st March 2014, the VSC Group employed 327 staff.
The Company is focusing on building an elite team to help
lead the Company to future success. During the year, options
to subscribe for 8,700,000 ordinary shares have been offered
and granted to our directors and employees under the share
option scheme adopted on 11th August 2011.



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 2014 (the
“year”), save for the deviations discussed below.

During the year, in order to comply with the CG Code provision
A.4.1, the Company’s non-executive directors have been
appointed for a specific term, they (including all other directors)
are subject to retirement by rotation and re-election at least
once every three years according to the Company’s Bye-laws.

CG Code provision A.6.7 stipulates that independent non-
executive directors and other non-executive directors, as
equal board members, should attend general meetings
and develop a balanced understanding of the views of
shareholders. Due to other important engagement at the
relevant time, certain directors were unable to attend
the special general meeting of the Company held on 5th
December 2013. However, all the directors attended the
annual general meeting and special general meeting of the
Company held on 16th August 2013.

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.

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 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.

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

The Board has adopted the Board Diversity Policy during
the year. Under the Policy, the Company recognizes and
embraces the benefits of having a diverse Board to enhance
the quality of its performance. Selection of candidates will
be based on a range of diversity perspectives, which would
include but not limited to gender, age, cultural and educational
background, professional and industry experience, skills,
knowledge and length of service. The ultimate decision will be
based on merit and contribution that the selected candidates
will bring to the Board.
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In March 2014, the Company was pleased to welcome Mr.
Yeung Wing Sun Mike to the Board. He adds diversity to the
Board and has a wealth of financial and banking experience.
At present, more than half of the directors on the Board are
independent non-executive directors. The Board composition
reflects various cultural and educational backgrounds,
professional development, length of service, knowledge of the
Company and a broad range of individual attributes, interests
and values. The Board considers the current composition has
provided the Company with a good balance and diversity of
skills and experience appropriate to the requirements of its
business. The Board will continue to review its composition
from time to time taking into consideration specific needs for
the VSC Group’s business.

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 financial
officer and human resource director under the leadership of the
chief executive officer.

Minutes of Board meetings are taken and kept 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,
Board Committees meetings and general meetings attended
by each director during the year is as follows:

Remuneration Audit  Nomination Annual Special

Board Committee = Committee = Committee General General
Directors Meeting Meeting Meeting Meeting Meeting Meeting
Executive Directors:
Mr. Yao Cho Fai Andrew (Chairman) 4/4 2/2 N/A i 11 1/2
Mr. Frank Mufioz (Chief Executive Officer) 4/4 N/A N/A N/A 11 2/2
Non-Executive Director:
Mr. Dong Sai Ming Fernando 4/4 N/A N/A N/A 11 2/2
Independent Non-Executive Directors:
Mr. Tam King Ching Kenny 4/4 2/2 2/2 i 11 1/2
Mr. Xu Lin Bao 4/4 2/2 2/2 1/1 11 1/2
Mr. Tse Lung Wa Teddy 3/4 2/2 2/2 N/A 11 2/2
Mr. Yeung Wing Sun Mike 11 N/A N/A N/A N/A N/A

(appointed on 25th March 2014)

Total Number of Meetings Held 4 2 2 1 1 2

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

The Chairman and the Chief Executive Officer of the Board are
Mr. Yao Cho Fai Andrew and Mr. Frank Mufioz respectively.
The roles of the Chairman and the Chief Executive Officer are
distinct and segregated with a clear division of responsibility.
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The Chairman plays a leading role and is responsible for
effective running of the Board while the Chief Executive Officer
is delegated with the authority and responsibility of overall
management, business development and implementation
of the VSC Group’s strategy determined by the Board in
achieving its overall commercial objectives.

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



The Company’s non-executive directors are appointed for a
specific term. They (including all other directors) are, subject
to retirement by rotation and re-election at the annual general
meeting at least once every three years according to the
Company’s Bye-laws.

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 Mufioz as member.

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

Minutes of committee meetings are taken and kept 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 in 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:

(i) 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;

(vi) developing, reviewing and monitoring the code of
conduct and compliance manual (if any) applicable to
employees and directors; and

(vii)  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.

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 as members. 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 has adopted new terms
of reference of the Remuneration Committee in March 2012 to
conform with the provisions set out in the CG Code. The terms
of reference of the Committee setting out its authority, duties
and responsibilities are available both on the websites of the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

Minutes of committee meetings are taken and kept 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” of this
report.
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The Audit Committee has been in place since December 1998
and now consists of four independent non-executive directors
with Mr. Tam King Ching Kenny as chairman and Mr. Xu Lin
Bao, Mr. Tse Lung Wa Teddy and Mr. Yeung Wing Sun Mike
(appointed on 25th March 2014) as members. 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 has adopted new terms of
reference of the Audit Committee in March 2012 to conform
with the provisions set out in the CG Code. The terms of
reference of the Committee setting out its authority, duties
and responsibilities are available both on the websites of the
Company and the Stock Exchange.

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

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” of this report.
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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 Company has
adopted new terms of reference of the Nomination Committee
in March 2012 to conform with the provisions set out in the
CG Code. The terms of reference of the Committee setting out
its authority, duties and responsibilities are available both on
the websites of the Company and the Stock Exchange.

Minutes of committee meetings are taken and kept 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” of this report.

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 includes various duties
relating to corporate governance matters which are set out in
paragraph “Executive Committee” of this report.



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 auditor. 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 2014.

The Company has set up a corporate practices committee
in May 2013, chaired by Mr. Tse Lung Wa Teddy.
The committee is responsible for risk assessment and
management in preventing or reducing operational risk that
might damage VSC Group’s value. The committee chairman
periodically reviews with the chief executive officer, the chief
financial officer and other members of the leadership team
the procurement policy, credit policy and other policies and
reports to the Board of any finding, as appropriate. Ms. Helen
Luk, director of financial planning and risk analysis focuses
on risk identification and ensures high priority issues are
aggressively tackled and cost is effectively managed, thereby
minimizing risks and allowing the VSC Group’s objectives to
be achieved optimally.

During the year, 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 2,100
Taxation services 67
Total 2,167

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.

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,
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On appointment to the Board, each director receives a
comprehensive induction package covering policy and
procedures of the Company as well as the general, statutory
and regulatory obligations of being a director to ensure that
he is sufficiently aware of his responsibilities under the Listing
Rules and other relevant regulatory requirements. All directors
shall participate in continuous professional development to
develop and refresh their knowledge and skills.

The directors are from time to time provided materials on
amendments to or updates on the relevant laws, rules and
regulations to ensure that their contribution to the Board
remains informed and relevant. The Company has been
encouraging the directors and officers to participate in
a wide range of professional development courses and
seminars relating to the Listing Rules, applicable regulatory
requirements and corporate governance practices organized
by professional bodies and/or independent auditors to further
improve their relevant knowledge and skills.

All directors have confirmed that they have participated in
appropriate continuous professional development activities
by attending seminar relating to corporate governance and
regulations or by reading materials relevant to their duties and
responsibilities during the year.

The company secretary supports the Chairman, the Board
and Board committees by ensuring good information flow
within the Board and that Board policy and procedures are
followed. The company secretary reports to the Board and
assists the Board in functioning effectively and efficiently. She
also advises the Board on governance matters and facilitates
the induction and professional development of directors. All
directors may call upon the company secretary for advice
and assistance at any time in respect to their duties and the
effective operation of the Board and the Board committees.

Ms. Lam Yee Fan is the company secretary of the Company.
She is a full time employee of the Company and has day-to-
day knowledge of the Company’s affairs. Ms. Lam undertook
not less than 20 hours of relevant professional training during
the year. For details of Ms. Lam, please refer to page 35 of this
annual report.

Van Shung Chong Holdings Limited Annual Report 2013/14

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

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.

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, 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.

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 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)  inthe 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 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.

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).
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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 2014.

The VSC Group is principally engaged in stockholding and distribution of construction materials such as steel products, sanitary
wares, kitchen cabinets, home furniture and engineering plastics, 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.

For the year ended 31st March 2014, the five largest customers of the VSC Group accounted for less than 19% 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 12% 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.

Details of the VSC Group’s results for the year ended 31st March 2014 are set out in the consolidated income statement on page
40 of this annual report.

An interim cash dividend of HK3.3 cents per ordinary share was declared and paid during the year and the Board has
recommended the payment of a final cash dividend of HK4.15 cents per ordinary share. Total cash dividend payable for
the year ended 31st March 2014 will amount to HK7.45 cents per ordinary share or approximately HK$31,094,000 (2013:
HK$21,525,000).

Details of share capital and share options of the Company are set out in Notes 32 and 33, respectively, to the accompanying
consolidated financial statements.

Movements in reserves and retained earnings of the VSC Group and the Company during the year are set out in Note 34 to the
accompanying consolidated financial statements.

As at 31st March 2014, approximately HK$53,986,000 (2013: HK$53,986,000) of the Company’s reserves and approximately
HK$21,933,000 (2013: HK$17,327,000) of the Company’s retained earnings were available for distribution to its equity holders.
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REPORT OF THE DIRECTORS

Purchase, Sale or Redemption of Shares
During the year ended 31st March 2014, pursuant to the mandates to repurchase shares of the Company obtained from the

Company’s shareholders at the annual general meetings of the Company held on 17th August 2012 and 16th August 2013,
the Company repurchased an aggregate of 1,126,000 ordinary shares on The Stock Exchange of Hong Kong Limited for an
aggregate consideration of HK$1,298,140 (before expenses) and all these shares were subsequently cancelled by the Company.

Particulars of the repurchases are as follows:

July 2013 360,000 1.12 1.04 393,400 1
August 2013 466,000 1.15 1.10 521,440 2
December 2013 78,000 1.34 1.21 98,540 3
January 2014 78,000 1.36 1.35 105,600 3
March 2014 144,000 1.25 1.24 179,160 3
Total 1,126,000 1,298,140

Notes:

(1) Pursuant to the mandate to repurchase shares of the Company obtained on 17th August 2012.

) 366,000 shares were repurchased pursuant to the mandate to repurchase shares of the Company obtained on 17th August 2012; and
100,000 shares were repurchased pursuant to the mandate to repurchase shares of the Company obtained on 16th August 2013.

©)) Pursuant to the mandate to repurchase shares of the Company obtained on 16th August 2013.

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 2014.

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 Properties and Land Use Rights
Details of movements of property, plant and equipment, investment properties and land use rights during the year are set out in

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 20 and 21, respectively, to the accompanying

consolidated financial statements.

Borrowing
Particulars of borrowings as at 31st March 2014 are set out in Note 31 to the accompanying consolidated financial statements.
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Details of the pension schemes are set out in Note 8 to the accompanying consolidated financial statements.

During the year, the VSC Group made charitable donations of approximately HK$241,000 (2013: HK$4,000).

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 Munhoz, Chief Executive Officer

Non-executive Director
Mr. Dong Sai Ming Fernando

Independent Non-executive Directors

Mr. Tam King Ching Kenny

Mr. Xu Lin Bao

Mr. Tse Lung Wa Teddy

Mr. Yeung Wing Sun Mike (appointed on 25th March 2014)

In accordance with the Company’s Bye-laws 86(2) and 87(1), Mr. Yeung Wing Sun Mike, Mr. Yao Cho Fai Andrew and Mr. Xu Lin
Bao will retire from office at the forthcoming annual general meeting and being eligible, will offer themselves for re-election at such
meeting.

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.

As at 31st March 2014, 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 “SFQO”)) 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:
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Long positions in Shares and options of the Company

Mr. Yao Cho Fai Interest of controlled Deemed interest 173,424,000 41.52% - 173,424,000
Andrew (“Mr. Yao") corporation, Huge (indirectly)
Top (Note a)
Beneficial owner 100% (directly) 2,612,000 0.63% 1,500,000 4,112,000

176,036,000 42.15% 1,500,000 177,536,000

Mr. Frank Mufoz Beneficial owner 100% (directly) - - 8,000,000 8,000,000

Mr. Dong Sai Ming Beneficial owner 100% (directly) 142,000 0.03% 200,000 342,000
Fermnando

Mr. Tam King Ching Beneficial owner 100% (directly) - - 1,000,000 1,000,000
Kenny

Mr. Xu Lin Bao Beneficial owner 100% (directly) - - 1,000,000 1,000,000

Mr. Tse Lung Wa Teddy Beneficial owner 100% (directly) - - 1,000,000 1,000,000

Notes:

a. As at 31st March 2014, Huge Top Industrial Ltd. (“Huge Top”) held 173,424,000 Shares. Mr. Yao is one of the two directors of
Huge Top while the remaining director of Huge Top is 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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(i)

Long positions in associated corporation — Huge Top

Mr. Yao (Refer to Interest of controlled Deemed interest (indirectly) 36 42.86%
Note a in (i) above) corporation, Perfect
Capital
Beneficial owner 100% (directly) 10 11.90%
46 54.76%
Mr. Dong Sai Ming Beneficial owner 100% (directly) 13 15.48%
Fernando

Save as disclosed above, as at 31st March 2014, 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.
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Persons who have interests or short positions which are discloseable under divisions 2 and 3 of part XV
of the SFO

Other than interests disclosed in the section headed “Directors’ Interests and Short Positions in Shares, Underlying Shares and
Debentures” above, as at 31st March 2014, according to the register of interests kept by the Company under Section 336 of the
SFO, the following entities had 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:

Huge Top Beneficial owner 173,424,000 41.52%
Perfect Capital Interest of controlled corporation 173,424,000 41.52%
(Note a)
Ms. Yao Che Li Miriam Interest of controlled corporation 173,424,000 41.52%
(Note b)
Beneficial owner 2,000,000 0.48%
175,424,000 42.00%
Notes:

() As at 31st March 2014, 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)  Asat 31st March 2014, 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 2014, 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. 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 purpose of the 2011 Share Option
Scheme is to provide incentives to participants to contribute to the VSC Group and/or to enable the VSC Group to recruit and/or
1o retain high-calibre employees and attract human resources that are valuable to the VSC Group. 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 and will expire on
10th August 2021. Details of the terms of the 2011 Share Option Scheme were contained in the Company’s circular dated 8th July
2011.
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The details of the movements in the share options granted to the Company’s employees (including Directors) under the 2001
Share Option Scheme and 2011 Share Option Scheme during the year were as follows:

2001 Share Option Scheme

Directors:
Mr. Yao 13th September 2006 13th September 2007 to HK$0.90 1,500 - - 1,500
12th September 2016
Mr. Dong SaiMing ~ 19th September 2003 19th September 2005 to HK$1.418 300 - (300) -
Fernando 18th September 2013
13th September 2006 13th September 2007 to HK$0.90 200 - - 200
12th September 2016
Mr. Tam King Ching ~ 19th June 2008 19th June 2008 to HK$0.78 1,000 - - 1,000
Kenny 18th June 2018
Mr. Xu Lin Bao 19th June 2008 19th June 2008 to HK$0.78 1,000 - - 1,000
18th June 2018
Sub-total 4,000 - (300) 3,700
Employees:
In aggregate 7th May 2003 7th May 2005 to HK$0.97 500 - (500) -
6th May 2013
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$0.90 300 (200) - 100
12th September 2016
In aggregate 18th September 2009 18th September 2011 to HK$0.586 1,336 (584) - 752
17th September 2019
In aggregate 13th October 2009 13th October 2009 to HK$0.504 10,500 - - 10,500
12th October 2019
Sub-total 13,636 (784) (1,500) 11,350
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Others:

In aggregate 2nd May 2003 2nd May 2008 to HK$0.98 1,000 - - (1,000) -
1st May 2013

In aggregate 19th June 2008 19th June 2008 to HK$0.78 1,000 - - - 1,000
31st December 2014

In aggregate 13th October 2009 13th October 2009 to HK$0.504 6,000 - - - 6,000
12th October 2019

In aggregate 1st August 2011 1st August 2013 to HK$0.692 3815 - (8,815 - -
3st July 2015

Sub-total 11,815 - (8,815) (1,000) 7,000

Total of 2001 Share Option Scheme 29,451 - (4,599 (2,800) 22,052

Notes:

1. The share options were vested in three tranches, with each tranche covering 30%, 40% and 30% of the relevant options respectively, i.e.

exercisable to the extent of the respective percentage of the relevant options and with the 1st, 2nd and 3rd tranche becoming exercisable
from 7th of May in the years 2005, 2006 and 2007 respectively and the years onwards till 6th May 2013. These options have been expired
on 7th May 2013.

2. The share options were vested in three tranches, with each tranche covering one-third of the relevant options, i.e. exercisable to the extent

of one-third of the relevant options and with the 1st, 2nd and 3rd tranche becoming exercisable from 18th of September in the years 2011,
2012 and 2013 respectively and the years onwards till 17th September 2019.
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2011 Share Option Scheme

Directors:
Mr. Frank Mufoz 16th November 2012 16th November 2013 to 1 HK$0.67 4,000 - - - 4,000
15th November 2022
27th November 2013~ 27th November 2013 to 2 HK$1.30 - 4,000 - - 4,000
26th November 2023
Mr. Tse Lung Wa 27th November 2013 27th November 2013 to HK$1.30 - 1,000 - - 1,000
Teddy 26th November 2023
Sub-total 4,000 5,000 - - 9,000
Employees:
In aggregate 16th November 2012 16th November 2012 to 3 HK$0.67 3,240 - (460) (300) 2,480
15th November 2022
27th November 2013 27th November 2013 to 2 HK$1.30 - 3,400 - (500) 2,900
26th November 2023
17th December 2013 17th December 2013 to 4 HK$1.30 - 300 - - 300
16th December 2023
Sub-total 3,240 3,700 (460) (800) 5,680
Others:
In aggregate 7th September 2012 1st August 2014 HK$0.49 3,815 - - - 3815
31st July 2016
Total of 2011 Share Option Scheme 11,065 8,700 (460) (800) 18,495
Notes:

The share options were/will be vested in four tranches, with each tranche covering one-fourth of the relevant options, i.e. exercisable to the
extent of one-fourth of the relevant options and with the 1st, 2nd, 3rd and 4th tranche becoming exercisable from 16th of November in the
years 2013, 2014, 2015 and 2016 respectively and the years onwards till 15th November 2022.

The share options were/will be vested in four tranches, with each tranche covering one-fourth of the relevant options, i.e. exercisable to the
extent of one-fourth of the relevant options and with the 1st, 2nd, 3rd and 4th tranche becoming exercisable from 27th of November in the
years 2014, 2015, 2016 and 2017 respectively and the years onwards till 26th November 2023.

The share options were/will be vested in five tranches, with each tranche covering one-fifth of the relevant options, i.e. exercisable to the
extent of one-fifth of the relevant options and with the 1st, 2nd, 3rd, 4th and 5th tranche becoming exercisable from 16th of November in
the years 2012, 2013, 2014, 2015 and 2016 respectively and the years onwards till 15th November 2022.

The share options were/will be vested in four tranches, with each tranche covering one-fourth of the relevant options, i.e. exercisable to the
extent of one-fourth of the relevant options and with the 1st, 2nd, 3rd and 4th tranche becoming exercisable from 17th of December in the
years 2014, 2015, 2016 and 2017 respectively and the years onwards till 16th December 2023.
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Details of related party transactions are set out in Note 40 to the accompanying consolidated financial statements.

For the year ended 31st March 2014, 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.

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.

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 auditor 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, 30th June 2014
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aged 48, 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 Hong Kong Deputy to the 12th National People’s Congress (NPC) of PRC, the Standing
Committee Member of All-China Youth Federation, the Chairman of Hongkong-Shanghai Economic Development Association,
the Board Member of Lingnan University in Hong Kong, the Vice-Chairman of Shanghai Federation of Industry & Commerce and
the Board Member of Fudan University in Shanghai. 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 the chairman of the
Nomination Committee and a member of the Remuneration Committee of the Company. He also acts as a director of certain
subsidiaries of the Company.

aged 45, is the chief executive officer of the Company. Mr. Mufoz joined the VSC Group in June 2011. He 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 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 co-chairman of the board of VSC-Ryerson China Limited
(Name changed to “Ryerson China Limited”). Mr. Mufioz was also a member of the executive and remuneration committees and
a 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.). He was the chairman of all the subsidiaries of Ryerson China
Limited. He also acts as a director of certain subsidiaries of the Company.

aged 52, is a non-executive director of the Company. Mr. Dong joined the VSC Group in 1987. 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.

Van Shung Chong Holdings Limited Annual Report 2013/14



aged 65, 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 Chartered Professional Accountants of
Ontario, Canada. Mr. Tam is serving as a member of the Restructuring and Insolvency Faculty Executive Committee, the Small
and Medium Practioners Leadership Panel and the Insolvency SD Vetting 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 six 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, West China Cement Limited and BeijingWest Industries International Limited (appointed with effect on 27
January 2014). 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. Mr. Tam is the chairman
of the Audit Committee and a member of the Remuneration Committee and the Nomination Committee of the Company.

aged 65, joined the VSC Group in April 2006. He 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. Xu is the chairman
of the Remuneration Committee and a member of the Audit Committee and the Nomination Committee of the Company.

aged 50, joined the VSC Group in August 2012. He 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 2012 April 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 2012 April. Mr. Tse is the vice chairman of Smart
Timing Steel Limited from 2012 July till now. Mr. Tse is a member of the Audit Committee and the Remuneration Committee of the
Company. He is also the chairman of the Corporate Practice Committee of the Company.

aged 61, joined the VSC Group in March 2014. He has over 40 years’ working experience in the banking industry. He began
his career with the HSBC Group in 1972 and advanced himself in the organization by taking up different positions under various
business streams including personal banking, sales and marketing, branch operation and trade service. Since 2001, Mr. Yeung
was relocated to Shanghai and took up the role of Branch Manager of HSBC Shanghai. In June 2006, he was seconded to Hang
Seng Bank (China) Limited and appointed as the Head of Personal Financial Service and Wealth Management. He assumed the
role of Deputy Chief Executive and Head of Retail Banking and Wealth Management in May 2007. Mr. Yeung retired from HSBC
Group in January 2014. Mr. Yeung is a member of Chinese People’s Political Consultative Conference Committee in Shanghai
and the Distinguished Advisory President of Hong Kong Chamber of Commerce in Shanghai. He was awarded the “Magnolia Gold
Award” presented by the Shanghai Municipal government. Mr. Yeung is a member of the Audit Committee of the Company.
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Managing Director - Hong Kong Steel and International Trading

Mr. Lau Chi Chiu Patrick, aged 47, joined VSC in 1991. Mr. Lau has held various sales and marketing, and supply chain 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.

Managing Director - Bao Shun Chang

Mr. Jiang Zhong Xian, aged 51, is the Managing Director of Shanghai Bao Shun Chang International Trading Co., Ltd. (Bao Shun
Chang). He joined Bao Shun Chang, 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 30 years and has more
than 23 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 with extensive knowledge in
the domestic and international steel market.

Managing Director of Building & Design Solutions, Mainland China

Mr. Deng Ming Eric, aged 37, joined the VSC in 2003. He has over 15 years of experience in sanitary ware distribution and has
great relationships with TOTO Supplier. Mr. Deng holds a Bachelor degree in Material Engineering from Shanghai University of
Engineering Science.

General Manager - Building & Design Solutions, Hong Kong

Mr. Siu Yik Lun Alan, aged 386, joined VSC since 2001 in our Marketing Department and switched to Building Products Division
since 2009. He has over 13 years of experience in wholesale and retail business. He holds a Bachelor degree in Business
Administration with major in Accountancy from City University of Hong Kong. He is experienced in sales & marketing of medium
to high end building materials.

General Manager — Engineering Plastics

Mr. Lau Shui Kee FEric, aged 38, joined VSC in 2013. Mr. Lau was the Sales Director (Industrial Sales) — Asia Pacific of Alcoa
International (Asia) Limited. He has over 14 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.

Managing Director - Property Investment

Mr. Mak Yiu Man Daniel, aged 57, joined VSC in 2014. Mr. Mak has over 33 years of experience in land acquisition, valuation &
development, sales and leasing as well as asset management. Prior to joining VSC, he held senior executive positions for the Hong
Kong Housing Society, Savills (Hong Kong) Limited, and various dominant companies. Mr. Mak holds a Bachelor degree in Estate
Management from Reading University, UK and a Master degree in Business Studies from University of Salford, UK. He is a fellow
member of The Royal Institution of Chartered Surveyors, a fellow member of the Hong Kong Institute of Surveyor, a Registered
Professional Surveyor (GP) and a member of China Institutes of Real Estate Appraisers and Agents.
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Chief Financial Officer

Ms. Luk Pui Yin Grace, aged 49, 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.

Group Treasurer

Mr. Yip Wing Yan Charles, age 44, joined VSC in 2011. Prior to joining VSC, Mr. Yip was the Corporate Treasury Director of
Semiconductor Manufacturing International Corporation, the largest and most advanced semiconductor foundry in Mainland
China, listed in both New York Stock Exchange and the Hong Kong Stock Exchange. Before working in the corporate side, Mr.
Yip has over 13 years of bank treasury experience in market making and financial trading with various international banks in Hong
Kong, including UBS, HSBC, Citibank, and The Standard Chartered Bank. Mr. Yip holds a Bachelor degree in Commerce majoring
in Accounting and Finance from the University of New South Wales in Australia.

Company Secretary

Ms. Lam Yee Fan Karen, aged 46, 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.

Human Resources Director

Ms. Lau Ching Han Charity, aged 52, 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 26 years of experience in human resources and administration and
has held various senior positions prior to joining VSC. 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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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 complimented our construction materials offer to include kitchen, bathroom products. 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 clearly defined a capital
allocation strategy that assures sufficient funding to support growth while considering acquisitions, capital expenditures, dividend
payout, and share buyback. We are committed to creating a path to continuous value creation and sustainable transformation.
We will place emphasis on talent upgrade. Our objective is creating an organization that is flatter and closer to the markets we
serve. Our talent management and upgrade process is allowing us to establish succession and create expertise to support
expansion, diversification and invest in downstream services to deliver 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. Employees have clear goals that contribute to the delivery of our annual plan and receive feedback in a timely manner.

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, profitable 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 continue to 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, a focus on bottom line, return on assets and long-term viability.

SUSTAINABLE TRANSFORMATION

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, engineering plastics and building & design solutions.

We will continue to:

° 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 timely collection of trade receivables;

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

° Roll out our talent management process;

° 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 value-based culture throughout our entire organization.

Our mandate is clear. We must create a company that generates sustainable and superior shareholder returns.



Contents
H &%

Independent Auditor’s Report
PRV A S CIE
Consolidated Income Statement

ABER

Consolidated Statement of Comprehensive Income

0

FermEmK

Statement of Financial Position

AR

Consolidated Statement of Changes in Equity
rEEREER

Consolidated Statement of Cash Flows
mElRenER

Notes to the Consolidated Financial Statements

R M ImA M

38

40

41

42

44

46

47

Annual Report 2013/14 | —F—=/—J4FFif 37



38

Independent Auditor’s Report
B B R R

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 40 to
168, which comprise the consolidated and company statement
of financial position as at 31st March 2014, 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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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 2014, 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, 30th June 2014

Independent Auditor’s Report
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Consolidated Income Statement

%/T ,\JIll

For the year ended 31st March 2014 #HZE —=F

—E=ZA=1T—RIFE

2014 20183
—E-mE —ZT—=F
Note HK$’000 HK$’000
BT FEx FHET
Revenue A 9 3,849,306 3,760,620
Cost of sales SHERAR 7 (3,479,263) (3,405,558)
Gross profit EF 370,043 355,062
Selling and distribution expenses HERDHZ M 7 (53,623) (31,494)
General and administrative expenses — M RITE S 7 (288,337) (206,729)
Other gains — net Efb e — F5E 6 13,306 534
Fair value gain on investment properties BEYE L A EEKE 16 73,022 =
Operating profit R R 114,411 117,373
Finance income B UA 10 2,617 1,412
Finance costs HIEER 10 (37,252) (21,499)
Share of profit of investments accounted FE(R AR E AR 2
for using equity method — net RE=F—F5E 21 69,580 3,529
Profit before income tax BB B0 R A 149,356 100,815
Income tax expense Fifsfi it 11 (44,537) (29,355)
Profit for the year FEEEF 104,819 71,460
Attributable to: FEG -
Equity holders of the Company RRAIIRERB A 14 103,708 71,600
Non-controlling interests FEPE I R 1,111 (140)
104,819 71,460
Earnings per ordinary share attributable 722 BREZFE A
to the equity holders of the Company EhtEeRZEREF
Basic BN 14  HK24.93 cents &1l HK17.30 cents &1l
Diluted B 14 HK23.91 cents &1l HK17.14 centsi&{ll
Dividends BRE 13 31,094 21,525

The notes are an integral part of these consolidated financial

statements.
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Consolidated Statement of Comprehensive Income
FmETHE@RK

For the year ended 31st March 2014 &2 —ZF—NF=A=+—HIFE

2014 2013
—E—-mEF —T—=F
HK$’000 HK$’'000
FET FAT
Profit for the year FERA 104,819 71,460
Other comprehensive income: HitZ2EBKA :
Items that may be subsequently HEnEHsEABR2ER !
reclassified to profit or loss:
Change in fair value of available-for-sale ~ RAIEHE 2B EEE 2
financial asset ANEEEE (35) (190)
Currency translation differences EHETE 2R (3,747) 1,176
Other comprehensive (loss)/income  FEHMZMHE (F5iE) WA
for the year (3,782) 929
Total comprehensive income FEEXEBALLE
for the year 101,037 72,389
Total comprehensive income/(loss) FEEZEBA(BR) 248 :
attributable to:
— Equity holders of the Company — NARIRIER B A 99,237 72,408
— Non-controlling interests — I R e 1,800 (19)
101,037 72,389

The notes are an integral part of these consolidated financial statements. [ffz B2 475 R RFRBE 7 —2 5 o
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Statement of Financial Position

B B AR AR

As at 31st March 2014 R -Z—W&=HA=+—H

Consolidated Company
xa PN
2014 2013 2014 2013
“E-MF —E-=F ZB-NEF —FT-=F
Note HK$000 HK$000 HK$000 HK$000
Bzt THERr T THAR THT
Non-current assets FREBEE

Property, plant and equipment I ER G 15 14,954 14,767 - -
Investment properties K& 16 1,005,580 22,000 - =
Land use rights TP A 17 10,123 10,324 - -
Intangible assets B AE 18 87,183 18,136 - -
Investments in subsidiaries REB AR Z%E 20 - - 532948 514543
Investments in associates R E AR ZIRE 21 237,179 182,592 - -
Prepayments, deposits and other receivables  TFFUA & R A EUER R 27 26,335 = - =
Deferred income tax assets EERETREE 22 14,995 15,204 - =
Avallable-for-sale financial asset e RBEE 23 283 255 - -
Amount due from an associate [ — B AR 21 - 6,197 - -
Total non-current assets FnBEELE 1,306,632 269475 532,948 514,543

Current assets RBEE
Inventories FE 25 332,993 365,717 - =
Trade and bill receivables AR R =& 26 405,355 423,490 - =
Loan receivable [ERER 26 - 19,000 - =
Prepayments, deposits and other receivables  FBITHUE  #&& R E M EUEER 27 106,810 117,825 69 66
Derivative financial instruments TESRMIA 24 - 1,059 - -
Amounts due from associates & AT 21 1,197 24,773 - -
Pledged bank deposits BERFITER 28 39,458 97,428 10473 12,050
Cash and cash equivalents BeRReEE 28 370,528 460,403 361 8,928
Total current assets ME A FE R 1,256,341 1,509,695 10,903 21,044

Current liabilities Vit =V
Trade and bil payables BRI REE 29 80,028 340,141 - -
Receipts in advance FUEE 42,440 48,328 - -
Accrued liabilities and other payables [Est B BEREMENERR 30 55406 47,856 103 70
Current income tax liabilities REEHAR 8,629 10,860 - =
Derivative financial instruments TESRTA 24 912 = - -
Borrowings e 31 1,010,011 581,030 - -
Total current liabilties BB ERHE 1,197,426 1,028,215 103 70
Net current assets RBEEFH 58,915 481,480 10,800 20,974
Total assets less current liabilities BEERRBEE 1,455,547 750,955 543,748 535517
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Statement of Financial Position

BF BRI R

As at 31st March 2014 R=ZE—MFE=A=+—H

Consolidated Company
=& N
2014 2013 2014 2013
“E-NF —E-=F ZB-NEF —FT-=F
Note HK$'000 HK$'000 HK$000 HK$'000
FitzE THER AT THER THL
Non-current liabilities FrRBaE
Accrued liabilities and other payables JESTE B R E A BT ER R 30 4,990 - - -
Deferred income tax liabilities EEREHAE 22 107,330 817 - =
Borrowings &8 31 561,595 - - -
Total non-current liabilties FnBE EER 673,915 817 - -
Net assets EEFE 781,632 750,138 543,748 535,517
Equity i
Capital and reserves attributable to ADFIRERE AN
equity holders of the Company RAR
Share capital %N 32 41,770 41,377 41,770 41,377
Reserves &t 34
— Proposed final dividend —BERIRE 13 17,335 12,000 17,335 12,000
- Others —Hith 722,087 661,747 484,643 482,140
781,192 715,124 543,748 535,517
Non-controlling interests FEFIER 440 35,014 - -
Total equity A 781,632 750,138 543,748 535517
Yao Cho Fai Andrew Frank Munoz
PkiEE
Chairman Executive Director
== HITES
The notes are an integral part of these consolidated financial MERREREMGHREBE 2 2D -
statements.

Annual Report 2013/14 | —E—=/—I&E i 43



Consolidated Statement of Changes in Equity

o A RE Y2 4=
I =] *Eﬁﬁ ﬁ E.b %
For the year ended 31st March 2014 HE=ZT—NF=A=+—HIEFE

Attrioutable to equity holders of the Company

RARIRERE AELR
Non-
Share Other Retained controling Total
capital reserves eamings Total interests equity
A Aot REAH B8 FEttER EniE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TATL TR TR TATL TR TR

(Note 32) (Note 34) (Note 34)

(HfEs2) (i3E34) (fsE34)

As at 1st April 2012 RZE-—#mE-A 41,413 530,478 87,016 658,907 32,816 691,723
Profit for the year ERRA] - - 71,600 71,600 (140) 71,460
Other comprehensive income Ht2ERA
~ Change in fair value of avallable-for-sale  — AT HE 2B BEE
financial asset ZDRTEERD = (190) - (190) - (190)
- Currency translation differences - REELES - 998 - 998 121 1,119
Total comprehensive income ENAEE - 808 71,600 72,408 (19) 72,389

Contributions by and distributionsto  EIESEEHE A 215
owners of the VSC Group recognised K EBZ2REE

directly in equity RERRD
Transfer from retained earnings ERARBEF - 425 (425) - - -
Lapse of share options Rz BiRE - (1,739) 1,735 - - -
Share option scheme - value of services  EBRiE: 2] - RHE(E - 2,748 - 2,748 - 2,748
Acquisition of a subsidiary KRB AR - - - - 12,014 12,014
Loss on control of subsidiaries REMBAR - (1,469) - (1,469) (9,159) (10,628)
Share repurchased and cancelled R KRR (145) 145 (1,175) (1,175) - (1,175)
Exercise of share options i e 109 575 - 684 - 684
Dividends paid to equity holders BRAARREREA

of the Company ZIRE

- 2012 final dividend -Z3-ZEXERE - - (7,454) (7,454) - (7,454)

- 2013 interim dividend - T FhfRE - - (9,525) (9,525) - (9,525)
Dividends paid to @ non-controlling Eff—fRHBARZ L

shareholder of a subsidiary FEHBIMERR Z RS, - - - - (638) (638)

Total contributions by and distributions ~~ EIEEEBEAAZTER
to owners of the VSC Group EEHRER (36) 689 (16,844) (16,191) 2217 (13974)

As at 31st March 2013 R=B-Z£=B=1-H 41,377 531,975 141,772 715,124 35,014 750,138
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Consolidated Statement of Changes in Equity

GABRBER

For the year ended 31st March 2014 HE=—FT—NF=A=+—HIEFE

Attributable to equity holders of the Company

FARREREAER
Non-
Share Other Retained controlling Total
capital reserves earnings Total interests equity
e AthidtE REERF BE  FEHMEER ERis
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’000
FAR ThEx ThEx ThEx ThEx ThEx
(Note 32) (Note 34) (Note 34)
(W 32) (MEka4) (MizE34)
As at 1st April 2013 R-E-=£mA-A M377 531,975 141,772 715,124 35,014 750,138
Profit for the year EEHR - - 103,708 103,708 1,111 104,819
Other comprehensive income HitZEBA
— Change in fair value of —AHE 7 MBEE
avallable-for-sale financial asset ZATEEES - (35) - (35) - (35)
— Currency translation differences —EHEREE - (4,436) - (4,436) 689 (3,747)
Total comprehensive income EELN - (4,471) 103,708 99,237 1,800 101,037
Contributions by and distributionsto  BIEEEEHEA 2T E
owners of the VSC Group recognised K EB 22 REE
directly in equity RERRER
Realisation of currency translation REE-FBERRRER
differences on disposal of an associate  SMEH =5 - (18,360) - (18,360) - (18,360)
Transfer from retained eanings BRARBAT - 450 (450) - - -
Lapse of share options K2 e - (608) 608 - - -
Share option scheme - value of services B iRiEz 2] - RAEE - 763 - 763 - 763
Change in ownership in a subsiolary R—TNBAR BAE
without change of control gEmiztiETe - (3,449) 11,590 8,141 (36,374) (28,233)
Share repurchased and cancelled BE R HRR (113) 113 (1,306) (1,306) - (1,306)
Exercise of share options TfeiERE 506 2,964 - 3,470 - 3,470
Dividends paid to equity holders ERARRREREA
of the Company ZIRE
- 2013 final dividend -ZZ-ZERHRE - - (12,092) (12,092) - (12,092)
- 2014 interim dividend ~ZZ-ERHRS - - (13,785) (13,785) - (13,785)
Total contributions by and distributions to - EIEE£BHEEA 2 FE
owners of the VSC Group REBZ kB 393 (18,127) (15,435) (33,169) (36,374) (69,543)
As at 31st March 2014 R-E-NE=A=1+-H 4,770 509,377 230,045 781,192 440 781,632

The notes are an integral part of these consolidated financial

statements.
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Consolidated Statement of Cash Flows

SERETRER

For the year ended 31st March 2014 B Z —Z—NFE=A=+—HItFE

2014 2013
—Z-mEF —T—=F
Note HK$’000 HK$'000
FizE FER T
Cash flows from operating activities RETH HESRE
Cash (used in)/generated from operations me () EfzBe 35(a) (129,426) 299,753
Interest received RG] 2,617 1,412
Interest paid Eﬁ ﬂ,% (37,252) (21,499)
Hong Kong profits tax (paid)/refunded 1),/ BREBEFNEH (20,077) 401
China corporate income tax paid 1"JL¢‘ B EREH (7,903) (5,957)
Net cash (used in)/generated from mEEE) (TR EE2
operating activities ReFHE (192,041) 274,110
Cash flows from investing activities RETHZHERE
Purchase of property, plant and equipment BENE  BE K& 15 (4,834) (24,116)
Proceeds from disposals of property, HEWE BERREZ
plant and equipment PS5 A 35(b) 366 603
Acquisition of a business WiE— TR 36 (852,873) (8,041)
Proceeds from disposal of interest HER—HEMBAR 2 Ex
in a subsidiary Z TS R0R 35(c) - 3,509
Purchase of an available-for-sale financial asset ~ BE—HAHHE ZBKEEE 28 (63) -
Dividend received from an associate B —EE DR ZRE - 2,107
Loan to an associate A—fHE & N RREZER - (12,395)
Acquisition of a non-controliing interest Wik —TEIEE i (28,233) -
Net cash outflow from investing activities REREML 25 &5 (885,637) (38,333)
Cash flows from financing activities METH2HERE
New bank loans FRRITER 861,849 67,417
Repayment of bank loans Eiﬁfﬁﬁgﬁ (191,350 (84,141)
Net increase/(decrease) in trust receipt ERRERTERZF
bank loans 0,/ ( ﬂ 281,181 (56,387)
Decrease in pledged bank deposits EEARITEE /)ch/ 57,970 36,397
Dividends paid to equity holders of the Company B AR B ER B A 2 S (25,877) (16,979)
Dividends paid to a non-controlling B—HENBARZ—f
shareholder of a subsidiary FEREIMEAR R 2 S, - (638)
Capital injection by non-controlling —fENT B A 7l 2 FEHE I
shareholders of a subsidiary BERZFE - 11,911
Share repurchased Ok (1,306) (1,175)
Exercise of share options Ed 3,470 684
Net cash inflow/(outflow) from financing activities ~ BY&ESRENRA /(i) 2 985,937 (42,911)
BeFE
(Decrease)/increase in cash and cash equivalents B & MEEEEZ (Rd), /&N (91,741) 192,866
Cash and cash equivalents, beginning of the year FHzE & MRS E 460,403 267,448
Translation adjustments B 5 R 1,866 89
Cash and cash equivalents, end of the year FR7AeRREEE 370,528 460,403

M AREGAMBRRER Y — 55 -

The notes are an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

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 distribution of
construction materials such as steel products, sanitary wares,
kitchen cabinets, home furniture and engineering plastics,
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 30th June 2014.

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 available-for-sale financial asset and
derivative financial instruments at fair value and investment
properties, which are carried at fair value.
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Notes to the Consolidated Financial Statements

BF RS AR M AL

PN
w3

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
to the 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,
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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Notes to the Consolidated Financial Statements
e M HRRMEE

2 Summary of significant accounting

policies (Continued)

2.1 Basis of preparation (Continued)

(@ The VSC Group has adopted the following new,
revised and amended standards and interpretations
to existing standards (“new HKFRS”) that have
been issued and are effective for the VSC Group’s
accounting year beginning on or after 1st April 2013:

HKAS 1 (Amendment)

HKAS 19 (Amendment)

HKAS 27 (Revised 2011)

HKAS 28 (Revised 2011)

HKFRS 10
HKFRS 11
HKFRS 12
HKFRS 13
HKFRS 10, HKFRS 11,

HKFRS 12
(Amendment)

HKFRS 1 (Amendment)

HKFRS 7 (Amendment)

Presentation of Financial Statements:
Presentation of ltems of Other
Comprehensive Income

Employee Benefits

Separate Financial Statements

Investment in Associates and
Joint Ventures

Consolidated Financial Statements

Joint Arrangements

Disclosures of Interests in
Other Entities
Fair Value Measurement

Consolidated Financial Statements,
Joint Arrangements and
Disclosure of Interests in Other
Entities: Transition Guidance

First Time Adoption
- Government Loans

Financial Instruments - Disclosures
on Asset and Liability Offsetting

2 FESTHHEREE &)

2.1 REEE(H)
BIEESEEHRM T ISR MHE
REIEESRER -_FT—=FMA
—HRZRAR G FREEN
ZHET ~ BIERT RAREBERI R
HRAE 2R ((HEERHE
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Notes to the Consolidated Financial Statements
A B ER R

2 Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

(@ The VSC Group has adopted the following new,
revised and amended standards and interpretations
to existing standards (“new HKFRS”) that have
been issued and are effective for the VSC Group’s
accounting year beginning on or after 1st April 2013:
(Continued)

HK (IFRIC)-Int 20 Stripping Costs in the Production
Phase of a Surface Mine

Annual Improvements Annual Improvements to HKFRSs
2009 - 2011 Cycle issued in June 2012

The adoption of the above new HKFRSs did not
result in substantial changes to the accounting
policies of the VSC Group and had no material
effect on how the results and financial position for
the current or prior accounting periods have been
prepared and presented.

(b) The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
VSC Group:

HKAS 32 (Amendment)  Financial Instruments: Presentation
on Asset and Liability Offsetting
(effective for annual periods
beginning on or after 1st January
2014)

HKAS 36 (Amendment)  Impairment of Assets: Recoverable
Amount Disclosures (effective for
annual periods beginning on or
after 1st January 2014)
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Notes to the Consolidated Financial Statements
e M HRRMEE

2 Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

(b)

The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
VSC Group: (Continued)

HKAS 39 (Amendment)  Financial Instruments: Recognition
and Measurement — Novation of
Derivatives (effective for annual
periods beginning on or after 1st
January 2014)

HKFRS 9 Financial Instruments (effective for

annual periods: to be determined)

HKFRS 10, HKFRS 12 Consolidation for Investment Entities

and HKAS 27 (effective for annual periods
(Amendment) beginning on or after 1st January
2014)
HKFRS 14 Regulatory deferral accounts

(effective for annual periods
beginning on or after 1st January
2016)
HK (IFRIC)-Int 21 Levies (effective for annual periods
beginning on or after 1st January
2015)

The VSC Group has commenced an assessment
of the impact of these new, amended and revised
HKFRS, but is not yet in a position to state whether
they would have a significant impact on its results of
operations and financial position.
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Notes to the Consolidated Financial Statements
A B ER R

2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries

(@) Consolidation

A subsidiary is an entity (including a structured entity)
over which the VSC Group has control. The VSC
Group controls an entity when the VSC Group is
exposed to, or has right to, variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over the
entity. Subsidiaries are consolidated from the date
on which control is transferred to the VSC Group.
They are deconsolidated from the date that control
ceases.

()  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.

Acquisition-related costs are expensed as
incurred.

The excess of the consideration transferred,
the amount of any non-controlling interest in
the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree
over the fair value of the identifiable net assets
acquired is recorded as goodwill (Note 2.7).
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Notes to the Consolidated Financial Statements

2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries (Continued)

(a)

(b)

Consolidation (Continued)

(i)  Business combinations (Continued)
Intra-group transactions, balances and
unrealised gains on transactions between
group companies are eliminated. Unrealised
losses are also eliminated. When necessary,
amounts reported by subsidiaries have
been adjusted to conform with the group’s
accounting policies.

(i)  Changes in ownership interests in subsidiaries
without change of control
Transactions with non-controlling interests that
do not result in a loss of control are accounted
for as equity transactions - that is, as
transactions with the owners of the subsidiary
in their capacity as owners. The difference
between fair value of any consideration paid
and the relevant share acquired of the carrying
amount of net assets of the subsidiary is
recorded in equity.

Separate financial statements
Investments in subsidiaries are accounted for at cost
less impairment. Cost 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 a dividend 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 goodwiill.
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Notes to the Consolidated Financial Statements
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2 Summary of significant accounting

policies (Continued)

2.3 Associates

An associate is an entity 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 investments in associates include goodwill
identified on acquisition.

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 profit of investments
accounted for using equity method-net” in the
consolidated income statement.
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Notes to the Consolidated Financial Statements

2 Summary of significant accounting
policies (Continued)

2.3

24

25

Associates (Continued)

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.

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.

Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of each
of the VSC Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional currency”).
The consolidated financial statements are presented
in HK$, which is the Company’s functional and the
VSC Group’s presentation currency.

(b) 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 within “other gains — net”.

e B HmRM

2 FESTHHEREE &)

2.3 BEQT (&)

I8 S &= B 81 AL Bk ) ] ] 2 B Op A
TR zaMRER EEIBES
BZRAMBHRTER  BENE
MEREENBERT ZERA/R -
BRIEZRX B IREEBRBRIEREEE
BFORE  BRIARBERBEIT T K
e BMERRZETRREET R
HE s DHERESIRSEEERAZ
BER—5 -

z4ﬁ%ﬁ%
BOEURMEBLBEBRRE (B
BERRE DREABZ2HR—H2H
EER HBEEEN»B2BERSK
N R RWAR A 5 E KBS R E
ZHITES °

25 HNEEBRE
(a) MERZFIEH

BIEE M & EE s BBREN

FIER U E R ERETE

RERE EBHEB( S

) BAMBBRRIABITE
B BTAAATZIAEEER

“m @Y 25|EH -

(b) XRZREEEH
SNERSZIRAR S A E(EH
FAERE)ERAZER  BER
W EE - HENERH M5
BHECEBEERBBAFR
ERME  MELZER KR
BERREABSRTRR - I8
PE e R BB RS BER
[ Bl es —F5E | W25 o

Annual Report 2013/14 | —E—=/—I&E i 55



56

Notes to the Consolidated Financial Statements
A B ER R

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:

()  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;

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

(i)  all resulting currency translation 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. Currency translation difference is
recognised in other comprehensive income.

2.6 Property, plant and equipment

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.
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Notes to the Consolidated Financial Statements
e M HRRMEE

2 FESTHHEREE &)

2 Summary of significant accounting
policies (Continued)

2.6 Property, plant and equipment (Continued) 2.6 Y% BWERZE (&)

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 to 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:

2% 10 5%
20% to 33%

—  Buildings

- Leasehold improvements
- 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 “general and administrative expenses”
in the consolidated income statement.
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Notes to the Consolidated Financial Statements

RE MR R AR MR

2 Summary of significant accounting
policies (Continued)

2.7 Intangible assets

(a)

(b)

Goodwill

Goodwill arises on the acquisition of subsidiaries
represents the excess of the consideration
transferred over the VSC Group’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 of disposal. 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 rights over their estimated useful life of 10
years.
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Notes to the Consolidated Financial Statements

2 Summary of significant accounting
policies (Continued)

2.7

2.8

2.9

Intangible assets (Continued)

(c) Use right of car park
Use right of car park acquired in a business
combination is recognised at fair value at the
acquisition date. Use right of car park has a finite
useful life and is carried at cost less accumulated
amortisation. Amortisation is calculated using the
straight-line method to allocate the cost of use right
of car park over its estimated useful life of 20 years.

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 properties

Investment properties, principally comprising leasehold
land and buildings, are held for long-term rental yields or
for capital appreciation or both, and that are not occupied
by the companies in the VSC Group. Land held under
operating leases are classified and accounted for as
investment property when the rest of the definition of
investment property is met. In such case, the operating
lease is accounted for as if it were a finance lease.

Investment properties are measured initially at its
cost, including related transaction costs. After initial
recognition, investment properties are carried at fair
value, representing open market value determined at
each reporting date by external valuers. 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 as a valuation gain or
loss.
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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

(@) 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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Notes to the Consolidated Financial Statements
e M HRRMEE

2 Summary of significant accounting 2 FESHBEHE (&)
policies (Continued)
2.11 Financial assets (Continued) 211 MKEE (&)
(a) Classification (Continued) (a) 2E(E)
(i)  Loans and receivables iy EFRRERERRK
Loans and receivables are non-derivative B R W ER R A B E = A]
financial assets with fixed or determinable BN - AR AT E R
payments that are not quoted in an active MiGREZETETBE
market. They are included in current assets, E - WEBEBREERDE
except for the amounts that are settled or EA - AR BN R
expected to be settled more than 12 months HERERT R T —(E A%
after the end of the reporting period. These HENZeE (DBERIER
are classified as non-current assets. The VSC FEE) IR - BIEE S
Group’s loans and receivables comprise “trade B2 B M EWER R BIER
and bill receivables”, “prepayments, deposits REMBIRRR 2 [ EUER
and other receivables”, “loan receivable”, REERE] - [FEERUE - &
“amounts due from associates”, “pledged bank & REAEWERFR -« [
deposits” and “cash and cash equivalents” in B [RlEE R -
the consolidated statement of financial position [BRRRITER] R [Re
(Notes 2.15 and 2.16). kBEeEE] (MF215%
2.16) °
(i) Available-for-sale financial asset (i) FIHEEZHBEE

Available-for-sale financial asset is non- A& 2 WIS A E RIS
derivatives that are either designated in this EVEML ARSI S fE AT
category or not classified in any of the other fAIEMAER 2 FEPTAET A o
categories. They are included in non-current FrIEFZ IR & B Bk B 1R [ R
assets unless the investment matures or REERRETZE A AE
management intends to dispose of it within 12 BZRE  GAUSEESR
months of the end of the reporting period. FEEIEREEEN ©
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2 Summary of significant accounting
policies (Continued)

2.11 Financial assets (Continued)

(b)

Recognition and measurement

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.
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Notes to the Consolidated Financial Statements

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 loans 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 carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated
income statement.

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.
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2 Summary of significant accounting

policies (Continued)

2.12 Impairment of financial assets (Continued)

(b) 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. In the case of 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”.

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

2.15 FEUR AR 7 B2 EL it FE U BR =X

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.

Where any group company purchases the VSC Group’s
equity share capital (treasury shares), the consideration
paid, including any directly attributable incremental costs
(net of income taxes) is deducted from equity attributable
to owners of the VSC Group until the shares are cancelled
or reissued.

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.
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2 Summary of significant accounting

policies (Continued)

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.

Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be
drawn down.

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
qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in the
consolidated income statement in the period in which they
are incurred.

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.
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Notes to the Consolidated Financial Statements

2 Summary of significant accounting
policies (Continued)

2.21 Current and deferred income tax (Continued)

(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.

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.
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2 Summary of significant accounting
policies (Continued)

2.21 Current and deferred income tax (Continued)

(b)

(c)

Deferred income tax (Continued)

Outside basis differences

Deferred income tax liabilities are provided
on taxable temporary differences arising from
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. Generally the VSC Group
is unable to control the reversal of the temporary
difference for associates. Only where there is an
agreement in place that gives the VSC Group
the ability to control the reversal of the temporary
difference not recognised.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries and associates only to
the extent that it is probable the temporary difference
will reverse in the future and there is sufficient
taxable profit available against which the temporary
difference can be utilised.

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.
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Notes to the Consolidated Financial Statements

2 Summary of significant accounting
policies (Continued)

2.22 Employee benefits

(a)

(b)

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.

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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Notes to the Consolidated Financial Statements
RE BTSRRI

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:

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

° 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

° including the impact of any non-vesting conditions

(for example, the requirement for employees to
save).

70 van Shung Chong Holdings Limited | BIEE&£@EAR AT

2 FESTHBEREE &)

222 EETER ()
(c) fEArstaEl
BlEE BRIt EREENRS
H o ERAKNREXBBEED
EERTEAN BEEEEE
HER A o

d) EEEEREMY
BRERZFENEN TRERRE
R EENBERE HBREMR
BREZ ZFREFTABED IR
- BEEERZERBRRDBERMRN
SCEREFJT A FERR ©

223 I AER 2T
BIESEEBAESHAEREN - A
B RER Y MEE - Bt B
ERESRY - EASIES EmMBRA
TE(BEMRHE) 2 KRB - AHREERE
BHMERY EEREAFEEER
BYXH BT RH B ERERT
CHERREATEEET

s BREMMEBERAGE(FIME
BZRE)

o TERBREARBEIETSRRE
& 5 (Ian B FIRE ) - $HEIR
RABREBRNFERHSHT
BER)Z2FE R

s BREEMIBRBEEM(HIMESR

EERE) <&



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

2.23 Share-based payments (Continued) 223 R AER 2 (&)

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
performance and service 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.

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.

M RE RRB RIS AR B
B BRERE 2R - XA
7 57 & B (BN AR B e SR IR 1 IR
RZHiRE) ARER -

BEHN - EREFRT  BEAERL
BRIz A RMIRY Rt REB#Z
NHEETI B ER IR F 16 R
BHz IR L fhET -

EBEAREHR - BIEEKEERIE
FMBRBARRBIRITETLENR
BZRBEREZRE 2 A5 - BIEEKE
EREBERRANERRGEEER (10
B) 27 & YWHESIERRRRE -

ERBBEEITEE - AABSERTH
B o FTURERZ FRSSOR (IR B
FEIERZ B s ABRA (H1E) &

HER

2.24 45

ERIEEEEEBEEMAMELRA
EENEERME  RAARERLE
RABNEE  BEEE A SEMAET
AlemiRRER  BERARERR
ERERER  EARGEEEER L
S0k M B B BRI 50 - TR
LEIRERRE -

WEZEALUEE  AIZREEZE
BRIBEEAEENTREERZ
AREtE - A ER—BRIEEMES
ZAEM— AR B ERR L Z AT g1 4R
1K - D/RTERER

Annual Report 2013/14 | —E—=/—IEFif 71



72

Notes to the Consolidated Financial Statements

BA RS AR M AL

PN
)77 N = |

2 Summary of significant accounting
policies (Continued)

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.

Revenue is recognised as follows:

(a) Sales of goods

Sales of goods are recognised when a group
entity has delivered products to the customer,
the customer has full discretion over channel
and price to sell the products, and there is no
unfulfilled obligation that could affect the customer’s
acceptance of the products. Delivery does not occur
until the products have been shipped to the specified
location, the risk of obsolescence and loss have
been transferred to the customer, and either the
customer has accepted the products in accordance
with sales contract, the acceptance provisions have
lapsed, or the VSC Group has objective evidence
that all criteria for acceptance have been satisfied.

(b) Service income
For sales of services, revenue is recognised
in accounting period in which the services are
rendered, by reference to stage of completion of the
specific transaction and assessed on the basis of
actual services provided as a proportion of the total
service to be provided.

(c) Rental income
Rental income from investment properties is
recognised in consolidated income statement on
a straight-line basis over the period of the relevant
leases.
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e M HmRMEE

2 FESTHHEREE &)

2 Summary of significant accounting
policies (Continued)

2.26 Interest income 2.26 R E U A

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 loans and receivables is
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.

M EBRARERF R LR  fHER
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FHSEREAMRESE - BMEEHR
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2.27 REIWA
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3 Financial risk management

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 2014, the VSC
Group had committed sales orders 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)). To manage its
commodity price risk arising from committed
sales orders, the VSC Group is closely
monitoring the market price of steel products
and adjusting their procurement strategy
accordingly.
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3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)
Market risk (Continued)

(a)

()

Price risk (Continued)

The VSC Group is subject to price risk from its
investment in listed shares. Management does
not consider the risk is 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. The
VSC Group use forward contracts to manage
their foreign exchange risk arising from future
commercial transactions and recognised
assets and liabilities. 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.

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.
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3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)
Market risk (Continued)

(a)

(i)

Foreign exchange risk (Continued)

At 31st March 2014, if HK$ had weakened/
strengthened by 1% against the RMB with
all other variables held constant, profit before
income tax would have been approximately
HK$2,117,000 (2013: HK$1,445,000) higher/
lower, mainly as a result of foreign exchange
gains/(losses) on translation of RMB-
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/depreciated against US$ by
1% with all other variables held constant, profit
before income tax for the year would have been
lower/higher by approximately HK$1,474,000
(2013: HK$3,416,000).
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3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)
(@) Market risk (Continued)

(iii)

Cash flow and fair value interest rate risk

The VSC Group’s interest rate risk arises
mainly from borrowings. Borrowings obtained
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 2014, if interest rates on
floating rate borrowings had been 100 basis
points higher/lower with all other variables
held constant, profit before income tax for
the year would have been approximately
HK$15,716,000 lower/higher (2013:
HK$5,810,000), mainly as a result of higher/
lower interest expenses on floating rate
borrowings.
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3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b)

Credit risk

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 2014, the VSC Group has a
concentration of credit risk given that the top 10
customers account for approximately 29% (2013:
34%) 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 31)
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$370,528,000
(2013: HK$460,403,000) (Note 28) and trade and
bill receivables of approximately HK$405,355,000
(2013: HK$423,490,000) (Note 26) that are
expected to readily generate cash inflows for
managing liquidity risk.

The table below analyses the VSC Group’s and the
company’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.
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3 Financial risk management (Continued) 3

3.1 Financial risk factors (Continued)

MEREREE (&)
3.1 BEREZ (H)

Liquidity risk (Continued) (c) REBELEE (&)
Between Between
Repayment  Less than 1and 2 2and5
on demand 1 year years years Total
MEER  OME 1828 285% &g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T5r TH T THr THr
Consolidated &a
At 31st March 2014 R=E-mE=R=1+-AH
Trade and bill payables ERERRRE - 80,028 - - 80,028
Derivative financial instruments fTEEMIA - 912 - - 912
Accrued liabilties and other payables B B EREMERNERR - 55,406 4,990 - 60,396
Borrowings BE 3,768 1,006,243 - 561,595 1,571,606
Interest payable JE IS 45 43,799 25,369 60,405 129,618
3813 1,186,388 30,359 622,000 1,842,560
At 31st March 2013 WZE—=#=f=+-H
Trade and bill payables ENEFRRE - 340141 - - 340,141
Accrued liabilties and other payables et B R REMENRR - 43,856 - - 43856
Borrowings - 6,118 574912 - - 581,030
Interest payable ERFIE 115 16,038 - - 16,153
6,233 974,947 - - 981,180
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3 Financial risk management (Continued) 3 MKERERE(E)

3.1 Financial risk factors (Continued) 3.1 MKREEZE (&)
(c) Liquidity risk (Continued) (c) REBELEKE(E)

Between  Between

Repayment  Less than 1and2 2and5
on demand 1 year years years Total
MEEYR  SME 1228 2E5F &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL TAT TATL TAL TATL

Company KRR
At 31st March 2014 RZF-ME=A=1-H

Accrued liabilties and other payables JERT B B R E MR - 103 - - 103
At 31t March 2013 RZE-ZF=A=1-H

Accrued liabilties and other payables Era R REMENRR - 70 = = 70
The following table summarises the maturity analysis TR MIZE IR ZTEEHE
of loans with a repayment on demand clause based EBREMERMEEERERZ
on agreed scheduled repayments set out in the ERBEBEA - @EEREEEN
loan agreements. The amounts include interest FIEFE 2 TR %%i‘“%
payments computed using contractual rates. Taking EBIBEESE KA RE R
into account the VSC Group’s financial position, BRI IR TEEREEER
the directors do not consider that it is probable SKENBFEEIE - WARS A RIE
that the bank will exercise its discretion to demand ERinEmE S EERREE
immediate repayment. The directors believe that EBENEFHER -

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 BIRKREEE(E)
3.1 Financial risk factors (Continued) 3.1 BEEREZE (&)
(c) Liquidity risk (Continued) (c) REBELEE (&)
Between Between
Less than 1and 2 2and 5
1 year years years Total
D& 122F 2F55F pok
HK$’'000 HK$'000 HK$'000 HK$'000
FAL FAL T THEL
Consolidated 24
At 31st March 2014 RZZE-W$=A=+—H
Term loans subject to repayment Wi BN E R IETR 2
on demand clause THEX 2,373 1,395 - 3,768
Interest payable FERAIE, 37 8 - 45
2,410 1,403 - 3,813
At 31st March 2013 RZE—=F=A=+—H
Term loans subject to repayment Wi BN ER IR
on demand clause EHER 2,350 2,380 1,388 6,118
Interest payable FERIS 66 40 9 115
2,416 2,420 1,397 6,233
3.2 Capital risk management 3.2 E-RAMEE

The VSC Group’s objectives when managing capital are to
safeguard the VSC Group’s ability to continue as a going
concern in order to provide returns for shareholders and
benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the
VSC Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.
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3 Financial risk management (Continued) 3 MKERERE(E)

3.2 Capital risk management (Continued) 32 EcREKMERE (&)

Consistent with others in the industry, the VSC Group RERX— BIEESKBEREER
monitors capital on the basis of the gearing ratio. This BENRERER - ZELEETIVFA
ratio is calculated as net debt divided by total capital. Net BERAE R BREAESH - FAED
debt is calculated as total borrowings less pledged bank LAfE B R RER B E IR RITF A KR
deposits and cash and cash equivalents. Total capital is S RRSEETE - WERE TR
calculated as equity (excluding non-controlling interests), RN - BERBRED R (T RiEIEE
as shown in the consolidated statement of financial HlEiER) INF B ERTHE -

position, plus net debt.

The gearing ratios at 31st March 2014 and at 31st March RZE—NFEF=A=+—HKZ=ZE
2013 were as follows: —=F=A=t—HZEXRAEKLEX
W
2014 2013
—E-mEF —E-=5F
HK$’000 HK$’'000
FET FAT
Total borrowings (Note 31) BER%E (MFE31) 1,571,606 581,030
Less: Cash and cash equivalents and & : IR& RIS SEAK
pledged bank deposits (Note 28) BEHIRRITIE (75 28) (409,986) (557,831)
Net debt FEE 1,161,620 23,199
Total equity (excluding non-controling  #Ezs#2%8 (15
interests) FEREHI MRS ) 781,192 715,124
Total capital BERGRE 1,942,812 738,323
Gearing ratio BEREELX 60% 3%
The increase in the gearing ratio during the year FRERE B RIE I+ EHRER
resulted primarily form borrowing obtained as part of the ERWE—ENBAR IR EZE
consideration of the acquisition of a subsidiary (Note 36). B (KizE36) °
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3 Financial risk management (Continued) 3 HERKRERE(E)
3.3 Fair value estimation 3.3 AT EEME
The table below analyses the VSC Group’s financial TRABFEAFEEZHEERMZ
instruments carried at fair value as at 31st March 2014, by BABBKESMBIEESEER =2
level of the inputs to valuation techniques used to measure —mE=A=+—HEZAFEEAR
fair value. Such inputs are categorised into three levels ZHIEEE BB ARAFEES
within a fair value hierarchy as follows: BOBERIAT=E -
e Quoted prices (unadjusted) in active markets for e HREEFABMEEMSZHR
identical assets or liabilities (level 1). B CREHAE)(FE—[E) °
e Inputs other than quoted prices included within level s REELEE - EAHREENE
1 that are observable for the asset or liability, either BE2RENGA - ] BEE(H
directly (that is, as prices) or indirectly (that is, derived Blan{ES ) sk E (AR B E1%)
from prices) (level 2). (=) -
e Inputs for the asset or liability that are not based on s BEFAGBIWIKEAISEMS
observable market data (that is, unobservable inputs) HEza A(BERBRH A)
(level 3). (=)
The following table presents the VSC Group’s assets and TRERBIEESENR=F—HFE=
liabilities that are measured at fair value at 31st March A=T—HBRAFEBEFAEZEER
2014. See Note 16 for disclosures of the investment BE RATEEFEZREMFEZ
properties that are measured at fair value. #EERMIEE16 ©
Level 1 Level 2 Level 3 Total
E—E E_E E=E k)
HK$’000 HK$’000 HK$’000 HK$’000
FEr FExT FExT FExT
Assets — Consolidated BE—#E
Available-for-sale financial asset A E B EE
— shares listed on The Stock —REBBER I
Exchange of Hong Kong Limited BRAR LR 283 - - 283
Liabilities — Consolidated BE-4&E
Forward foreign exchange contracts ~ =HIINEA L) - 912 - 912
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3.3 AV EEMLE (H)

TRETEIEEEER —T—=F=
H=1+—HBRAVEEFEZEER

3 Financial risk management (Continued) 3

3.3 Fair value estimation (Continued)

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

2018. afE e
Level 1 Level 2 Level 3 Total
F—[E F_B F=E B
HK$'000 HK$’000 HK$’000 HK$’000
FHL FAT FAT FAHT
Assets — Consolidated BE—IRA
Available-for-sale financial asset e MR EE
— shares listed on The Stock —REBMER S
Exchange of Hong Kong Limited BRAR LMz KD 255 - - 255
Forward foreign exchange contracts & HISNEA 4 - 1,059 - 1,059
255 1,059 - 1,314

There were no transfers among levels 1, 2 and 3 during REAEE F— B -F-_ERFE=

the year. 2[R i EE R o
(a) Financial instruments in level 1 (a) J}A\%— BNE@mITA
The fair value of financial instruments traded in active NERmMEEE 2/ T AEZ N

markets is based on quoted market prices at the

FEEDENHRER ZTH R

reporting date. A market is regarded as active if
quoted prices are readily and regularly available from
an exchange, dealer, broker, industry group, pricing
service, or regulatory agency, and those prices
represent actual and regularly occurring market
transactions on an arm’s length basis. The quoted
market price used for financial assets held by the
group is the current bid price. These instruments
are included in level 1. Instruments included in level
1 comprise primarily equity investment classified as
available-for-sale.
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3 Financial risk management (Continued)

3.3 Fair value estimation (Continued)

(b)

Financial instruments in level 2

The fair value of financial instruments that are not
traded in an active market is determined by using
valuation techniques. These valuation techniques
maximise the use of observable market data where
it is available and rely as little as possible on entity
specific estimates. If all significant inputs required
to fair value an instrument are observable, the
instrument is included in level 2.

If one or more of the significant inputs is not based
on observable market data, the instrument is
included in level 3.

Specific valuation techniques used to value financial
instruments include:

° Quoted market prices or dealer quotes for
similar instruments.

° The fair value of forward foreign exchange
contracts is determined using forward
exchange rates at the balance sheet date, with
the resulting value discounted back to present
value.

° Other techniques, such as discounted cash
flow analysis, are used to determine fair value
for the remaining financial instruments.

All the resulting fair value estimates are included in
level 2.
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Notes to the Consolidated Financial Statements

Critical accounting estimates and
judgements

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

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

(@) Onerous contracts

As at 31st March 2014, 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
2014, 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 2014, no provision for onerous
contract was recognised by the VSC Group (2013:
HK$4,000,000).

e M HmRMEE
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4 Critical accounting estimates and
judgements (Continued)

(b)

(c)

(d)

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 and competitor actions in response
to severe industry cycle. Management reassesses the
estimations at each reporting date. In current year,
the provision for inventory has been decreased by
HK$3,281,000 as a result of change in estimation of net
realisable value for inventory aged over one year.

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.
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Notes to the Consolidated Financial Statements
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4 EESHEERAE(E)

4 Critical accounting estimates and
judgements (Continued)

(d) FREBRIEZERSH (&)

(d) Income taxes and deferred income tax

(Continued)

Deferred income tax assets relating to certain temporary

fied & P2 [ 73 4% P B PR R JR B AR 5t 7

differences and tax losses are recognised when AR E =R BIEEE @ Qg
management considers it is likely that future taxable profits RELETEOZERFEBER@AZ
will be available against which the temporary differences BIEFTSIHEE - MBHERER %L
or tax losses can be utilised. When the expectations are ZHEETR  ZEREBSHELEME

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.

MEEMRRA RS LR
NZFIEHERBREE

(e) Fair value of derivatives and other financial (e) FTERHMEMTAZAFEE
instruments
The fair value of financial instruments that are not traded FNERTHEBREZEMIARNTE
in an active market is determined by using valuation BEABERNEE - BIEE KB ER
techniques. The VSC Group uses its judgement to select a HUEURETR G EREZENS
variety of methods and make assumptions that are mainly WS AR E 2 TR B RER
based on market conditions existing at each reporting
period.

() Estimated impairment of goodwill (H BEEREEE
The VSC Group tests annually whether goodwill B8 S & BB IR M 5E2.7 Byl & 51
has suffered any impairment in accordance with the REFREEETRENR - Be
accounting policy stated in Note 2.7. The recoverable BBz NSRS BT EER
amounts of CGUs have been determined based on value- BEAE - WEFEFTEFERAEE (M
in-use calculations. These calculations require the use of FE18) °
estimates (Note 18).

(9) Impairment of loan and other receivables () BRI H i FE U BR R I P Lk Bt

and amounts due from associates

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.

A RIRE

BIEE KBRS ERS AR - RIBM
2 12FTiMt c @ET K FEERE
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4 Critical accounting estimates and
judgements (Continued)

(g) Impairment of loan and other receivables and
amounts due from associates (Continued)
For the year ended 31st March 2014, the VSC Group
recognised provisions for impairment for loan and
other receivables and amounts due from associates of
approximately HK$62,939,000 (2013: HK$8,000,000)
(Note 7).

(h) Fair value of investment properties

The fair value of investment properties is determined by
using valuation technique. Details of the judgement and
assumptions have been disclosed in Note 16.

5 Revenue and segment information

The VSC Group’s revenue consists of the following:

EESHEE R AE (&)

(9)

(h)

B R H i FE W BR R % FE Wi B
A RIRE ()
HE-_Z—NF=A=+—HItHF
B BIEE £ B E & EH M EIR
# %K&FEH&H%M“WEWWE%&
{5 #962,939,000 IL( = F — = &
8,000,000787T) (MI=E7) °

BREMEZ A AFEE

WA Y E 2 N EE T E B G E R
FUBTE - HETRBROFBRER
BI5E16 °

WA R D ERE R
BIES KB 2 WA BERT :

2014 2013

—E—lmF =eE—

HK$’000 HK$’000

FHExT FAIT

Sales of goods EmiEE 3,825,076 3,718,563
Service income BRASUA 10,917 41,601
Rental income LA 13,313 456
Total revenue WA 4B=E 3,849,306 3,760,620

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 & design solutions;
i) Engineering plastics; and
iv)  Property investment.
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Notes to the Consolidated Financial Statements
e HRRMEE

WA R ZBEF ()

Revenue and segment information 5
(Continued)

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.

BIRE KB 2 X 28 ERRELEH AR
ZETEFHAEEDRRE - L ERELSE
REBENPIECRHETHZTE » AR
ERFBEBLRIERBERREEZRE °

A ELERKEERREHIPALTZHA
ZERTENAREAMBHR W -

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

BIEEEEREEZE T NF=A=+—H
IFEERREB DR 2 FEIITT

Analysis of the VSC Group’s results by business segment for
the year ended 31st March 2014 is as follows:

Building
Steel  &design Engineering Property
distribution  solutions plastics investment Unallocated Total
BEERR
W% KRR IREB REHERE KO k)
HK$'000  HK$000  HK$000  HK$000  HKS$'000  HK$000
TiEn T#n TiEn i Ti#n TiEn

External revenue HINEA 2929183 487,051 419,326 13,746 - 3,849,306
Operating profit/oss) mEis/ (58) 176,686 8,974 2,693 63216 (137,158 114411
Finance income U5 VN 1,550 725 113 202 27 2,617
Finance costs HBER (18,009) (6,027) (997) (12,182 37) (37,252
Share of profit of investments accounted B AEZE AR 2 &

for using equity method - net = 119 - - 81,648 (12,187) 69,580
Profit/{loss) before income tax BEANET/ (58 160,346 3,672 1,809 132,884  (149,355) 149,356
Other gains - net Hitlzs— 548 8,684 1,821 2,291 276 234 13,306
Fair value gain on investment properties  RAYE 2 ATFEER - - - 73,022 - 73,022
Depreciation and amortisation TERBH (1,332) (2,573) (105) (203) (1,674) (5,887)
Provision for impairment of amounts Rl R AR - B3

due from associates, loan and REA KRR

other receivables ERE - (1,180) - - (61,759) (62,939)
Income tax (expense)/credit FIfRRt (i) /3 A (28,565) (6,910) (524)  (19513) 10,975 (44,537)
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5 Revenue and segment information 5 WARDEBER (&)
(Continued)
Analysis of the VSC Group’s results by business segment for SBEESERNEBE_T—=F=HA=1+—H
the year ended 31st March 2013 is as follows: WEFEEREB DI FEDITAT ¢
Building
Steel &design  Engineering Property
distribution solutions plastics  investment  Unallocated Total
BEEDR
WA AR IREB EHERE RO &3
HKS000  HK$000  HK$000  HKS000  HK$O00  HK$'000
TATL THL TATL TR THL TATL
External revenue HIMRA 2765346 490524 472,170 32,580 - 3,760,620
Operating profit/{loss) mEEN/(FB) 173,764 31,560 6,067 4,932 (98950) 117,373
Finance income 0N 1,161 90 149 b 7 1,412
Finance costs HEER (14,025) (5,829) (1.39) (80) (169 (21,499)
Share of profit of investments accounted  FEIAEZE AR 2 &
for using equity method - net A —F e (289) - - 4,424 (606) 3,529
Profit/{loss) before income tax BEtanaF/ (58) 160,611 25,821 4,820 9,281 (99,718) 100,815
Other gains/(losses) - net Hfulas / (B8) -8 4,293 681 672 1) (5,071) 534
Depreciation and amortisation FERESE 2,209) (1762) (72) () (2,300) (6,348)
Provision for impairment of amount el — R E A R ERtE
due from an associate - - - - (8,000) (8,000)
Income tax (expense)/credit FAfR R (i) /3T A (36,385) (5,400) (802) (4,804 18,042 (29,355)
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5 Revenue and segment information 5 WARZHES (&)
(Continued)
The Company is domiciled in Hong Kong. Analysis of the VSC ZIS AIRNBAEE - BIEESE 2 WAL
Group’s revenue by geographical market is as follows: MEAAT
2014 2013
—E-mF —E—=F
HK$°000 HK$’'000
FTHExT FHTT
Revenue WA
Hong Kong BB 2,442,020 2,235,459
Mainland China R EL A 1,407,286 1,525,161
Total revenue DON-t| 3,849,306 3,760,620
6 Other gains - net 6 Hftblzm—F8
2014 2013
—E-mEF —T—=%F
HK$’000 HK$’000
FET FHTT
Write back of provision for/(provision for) BB 2 BEME
onerous contracts (Note 30) (%48 ) (Bt 30) 4,000 (4,000)
Net fair value change on forward foreign FHES & Ak 2 REIHNE
exchange contracts held for trading BRI AT EEFE (1,971) 430
Loss on disposal of investment in HER—HRBARZ
a subsidiary (Note 35(c)) & 2 B8 (K7 385(c)) - (2,448)
Gain on deemed disposal of investment BRIEELER—HMMNBARZ
in a subsidiary & 2 W - 1,354
Realised loss on steel future contracts MBI E A 42 B 1R - (843)
Net exchange gain HIE H e 7,936 3,206
Sundry income HEIEUA 3,341 2,835
13,306 534
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7 EMEES X
IR [HERE] - [HERDHZI ] B
[—ARBATHE ] X2 SHTT -

7 Expenses by nature

Expenses included in “cost of sales”, “selling and distribution
expenses” and “general and administrative expenses” are

analysed as follows:

2014 2013
—E—-mE —E—=F
HK$’000 HK$’'000
FET FAT
Cost of finished goods sold SURK i 88 B AR 3,477,956 3,407,400
Provision/(write-back of provision) for TFERERE (BEKE)
impairment of inventories 1,307 (1,842)
Depreciation of property, plant Y BEREEZITE
and equipment (Note 15) (FIZE15) 4,658 5,553
Gain on disposals of property, plant HEWE - BB KH
and equipment (Note 35(b)) Z Wz (M1EE 35(0)) (252) (566)
Amortisation of intangible assets B EERTHFRAEZ
and land use rights g 1,229 795
Employee benefit expenses (Note 8) e BfEFI i (fI7E8) 111,654 120,709
Operating lease rental expenses in respect ZEEH - WAERER
of retail outlets, offices and warehouses LEMRAOBES T 31,710 24,675
Provision for impairment of trade FEWBRSUR B - JF5R
receivables, net (Note 26(a)) (FftzE26()) 1,883 2,212
Provision for impairment of amounts due JEUES 5 A BRI E S
from associates 30,759 8,000
Provision for impairment of loan receivable  [EWE ZORE R
(Note 26(0)) (F13E 26(0)) 19,000 -
Provision for impairment of other H b R BR OB E R
receivables (Note 27) (fFzE27) 13,180 -
Auditor’s remuneration ZEEN S 2,100 1,960
Legal and professional fees FENEES 34,232 7,100
Freight charges EE 40,668 22,983
Others Hth 51,139 44,802
Total cost of sales, selling and distribution SHENA « SHE RS
expenses and general and administrative B —A% R AT
expenses Y H4ERE 3,821,223 3,643,781

Van Shung Chong Holdings Limited | BIEE£EER AT



Notes to the Consolidated Financial Statements

Employee benefit expenses (including
directors’ emoluments)

e M HmRMEE

8 EERAXZH(BESEEMS)

2014 2013

—E-INF ZE—=F

HK$’000 HK$’'000

FET FAT

Salaries and allowances Fre MoERL 78,138 80,398
Bonus TE4L 17,037 24,203
Pension costs — defined contribution plans ~ iEREMKA — R E G2 7,888 7,322
Share option scheme — value of services ISR 8 — RS EE 763 2,748
Welfare and benefits @A &z 7,828 6,038
111,654 120,709

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

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

Under the MPF Scheme, each of the VSC Group and its
employees make monthly contributions to the scheme at 5%
of the employee’s relevant income, as defined in the Hong
Kong Mandatory Provident Fund Scheme Ordinance. Both the
VSC Group’s and the employee’s contributions are subject to
a cap of HK$1,250 per month. The contributions are fully and
immediately vested for the employees.

BIRE £ BT MERERARSHARETE T
MREBZEE - RESF I MRTEEE
g o WMEFTB - EEDREIREEE &
ENRBE  YHEVESER -

BREAELTE BIRESERHEESZR
BARZREEHF S 25% MZstEEE AH
K RILEAZEEREBZ MmO hmEIR
ERERERDAREHK -

RiFeEesE  BIEESEREESAR
BIREBRIE AE T BIEDIFT R E %
BEFRWA Z 5% MZatEltEE A HR -
BIEEEBREREZHATIZRNE A
1,250/ 7R LR - HSREBRAR BN
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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 2014, the aggregate
amount of VSC Group’s contributions to the aforementioned
pension schemes was approximately HK$7,888,000 (2013:
HK$7,322,000), net of forfeited contributions of approximately
HK$131,000 (2013: HK$240,000). As at 31st March 2014,
there is no unutilised forfeited contribution which could be
utilised to reduce future contributions of the VSC Group (2013:
Nil).
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9 Directors’ and senior management’s 9 EERSREEAENSE
emoluments
(a) Directors’ emoluments (a) E=EME
The remuneration of every director for the year ended 31st BHE-ZT—NE=A=+—HLHF
March 2014 is set out below: B BREEZFMAT

Employer's  Share option

Salaries contribution ~ scheme -
and Discretionary  to pension value of
Fees allowances bonus® scheme services Total

ExHEke BREHY
we HEREE  DERAY HEZHR  -REEE 2%
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
TR TiER TiEn TR TiER TiEn

Chief executives and THARRHUTES
executive directors
Mr. Yao Cho Fai Andrew o Siih e - 1,938 1,950 15 - 3,903
Mr. Frank Mufioz Frank Mufioz 75 - 4,764 1,156 15 242 6,177
Non-executive directors FATES
Mr. Dong Sai Ming Femando Eithnk 429 - n 15 - 515
Mr. Tam King Ching Kenny BRELE 205 - - - - 225
Mr. Xu Lin Bao BHELE 207 - - - - 207
Mr. Tse Lung Wa Teddy AEELE 830 - - - 342 1,172
Mr. Yeung Wing Sun Mike BRASE (R —IE
(appointed on 25th March 2014) ZA-tRAZA) - - - - - -

1,691 6,702 3177 45 584 12,199

Annual Report 2013/14 | —E—=/—I&E i 97



Notes to the Consolidated Financial Statements
A SRR

9 Directors’ and senior management’s 9 EERSHEBEAEME (&)
emoluments (Continued)
(a) Directors’ emoluments (Continued) (a) E=M< (E)
The remuneration of every director for the year ended 31st BE-T—=F=ZA=+—HL*HF
March 2013 is set out below: B BuESEHFMOT

Employer's  Share option

Salaries contribution scheme -
and  Discretionary  topension value of
Fees  allowances bonug' scheme senvices Total

Eritiite BREE
e FeREE  BERL REZHR  -REEE BE
HKS000  HKS000  HKS000  HKS000  HK§O0D  HK$000
T THEL TR TEL THEL T

Chief executives and THARRHTES
executive directors
Mr. Yao Cho Fai Andrew st
(resigned from chief executive (W=F—=%
officer on 1st November 2012 +-A-H
and remained as an executive BHETRERT
director) BEA#ITES) - 1963 100 15 - 2,078
Mr. Frank Mufioz Frank Mufioz 70
(appointed as chief executive (W=F-=F
officer and re-designated from T-A—-R%fA
anon-executive director to an THBERBENTES
executive director on BEAHTES) - 1,941 780 6 793 3520
1st November 2012)
Executive director YIES
Mr. Kem Lim WIEE (M=%
(resignedl on 315t December TZR=T-HEf)
2012) - 2,645 1,600 47 1,376 5,668
Non-executive directors FiTES
Mr. Dong Sai Ming Femando E#EE(R=2——F
(re-designated from an executie  N\ATLARHTES
drector to anon-executive director  HTAFHTES)
on 17th August 2012) - 429 36 15 - 480
Mr. Frank Mufioz Frank Mufioz 75
(re-dlesignated from (W=F-—=F+-A—-H
anon-executive director to BFTES
an executive director RfpunEs)
on 1st November 2012) 275 - - - = 275
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9 Directors’ and senior management’s 9 EERSREEAEME (&)
emoluments (Continued)
(a) Directors’ emoluments (Continued) (a) EE=M< (E)
The remuneration of every director for the year ended 31st BT —=F=ZRA=+—HIF
March 2013 is set out below: (Continued) B BRESZZFHMET : (&)

Employer's  Share option

Salaries contribution scheme -
and  Discretionary  topension value of
Fees  allowances bonus? scheme senvices Total

Eiftiie  BREE
e HeREh  BRRL R -REERE BE
HK§000  HKS000  HKS000  HKS000  HK§O0D  HK$000
T THEL TR TAL THEL TR

Mr. Tam King Ching Kenny BRELE 225 - - - - 225
Mr. Xu Lin Bao BHELE 207 - - - - 207
Mr. Harold Richard Kahler Harold Richard Kahler 754
(refired on 17th August 2012) (RZZ-ZENATEREE) 263 - - - - 263
Mr. Tse Lung Wa Teddy AEELE(NZT—ZF
(appointed on 17th August 2012) NATERZE) 112 - - - - 112
1,082 6,978 2,516 83 2,169 12,828

Note: BfdaE :

()  The executive directors are entitled to discretionary () WTEFAZHALREIBEEEET
bonuses which are determined with reference to the RSBz MG RIBMETE 2B
financial performance of different business units of the 1ETEAT o
VSC Group.

The share option scheme — value of services represent R ERE - RFEEAERER S

charges to the consolidated income statement of the fair TRERLEBHAETRGEEERR

value of the share options under the share option scheme IIERZ 2 BRENTEE - M R

measured at the respective grant dates, regardless of B D ETE

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

emoluments (Continued)

(a) Directors’ emoluments (Continued)

No director waived any emolument during the year. No
incentive payment (2013: Nil) as an inducement for joining
the VSC Group or compensation for loss of office was

paid to any director during the year.

(b) Five highest paid individuals

The five individuals with highest emoluments in the
VSC Group include two directors (2013: three) whose
emoluments are reflected in the analysis presented in
Note 9(a) above. The emoluments paid/payable to the
remaining three (2013: two) individuals during the year are

as follows:

9 EERSRETEAEHE (F)

() E=M= (&)
RER BEEFRERTAME - 7T
B(ZF—=F: )2 TEM
EXMESBIINAEES & B kB i
fHE -

(b) EEBREHFAL
BlEEEBAZERME A LEEM
NEE(ZZT—=%F: =) HZz
B < 5 _E BT 5 9(a) BBl 2 47 R Ak
AEEERN ENEGB=( (ZZ—=
F ) AL ZBEIT

2014 2013
—ZE—-F —E—=F
HK$’000 HK$’000
THET FHTT
Salaries and allowances e MERL 4,474 3,425
Bonus TEAT 953 1,615
5,427 5,040
The emolument fell within the following bands: BN T IA TS :

Number of individuals

- HK$1,500,001 to HK$2,000,000

- HK$2,500,001 to HK$3,500,000

—1,500,001 BITE
2,000,000 47T
—2,500,001 BTE
3,500,000 7T

A
2014 2013
—E—-F =%
3 1
- 1
3 2

No emoluments were paid/payable to the five highest paid
individuals as an inducement to join the VSC Group or as
compensation for loss of office during the year.
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10 Finance income and costs

11

Notes to the Consolidated Financial Statements
e M HRRMEE

10 BHBBAREHR

2014 2013
—E-mEF —E-=5F
HK$’000 HK$’000
FHER FAT
Finance income BRI
Interest income: FLEBMA -
— short-term bank deposits — R HRIRI TR 2,617 1,412
Finance costs Hi5E A
Interest expenses: FEEZH :
— bank borrowings —RITEE (31,595) (18,073)
Bank charges RITEA (5,657) (3,426)
(37,252) (21,499)
Net finance costs FHEER (34,635) (20,087)
Income tax expense 11 BB H
The Company is exempted from taxation in Bermuda until AAREREHNEARERBEE T — X
2016. F o
Hong Kong profits tax has been provided at the rate of 16.5% BEBENEHIIBEELEES KRBT B ZMA
(2013: 16.5%) on the estimated assessable profit arising in or TR R AIERE16.5% (ZF—=F :
derived from Hong Kong. 16.5%) fEHL B -
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11 Income tax expense (Continued) 11 FIEBixH (&)
During the year, subsidiaries established in Mainland China are RNEE - AR B A 2 T8 A Bl E &
subject to China corporate income tax at 25% (2013: 25%). 25%(=F—=1F : 25% )@t P R EFTF
i o
The amount of income tax expense recorded in the REREIEEERPIIRZ SRS HETE :

consolidated income statement represents:

2014 2013
—F-mF —F=f
HK$’000 HK$’000
FET FAT

Current income tax = HARTS
— Hong Kong profits tax —BBNEH 15,380 4,125
— China corporate income tax — B EATIER 9,653 9,995
Deferred income tax (Note 22) EIEATISET (MtsE 22) 18,969 15,050
Under provision in prior years BEFEZRETR 535 185
44,537 29,355
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12

Notes to the Consolidated Financial Statements

e M HmRMEE

Income tax expense (Continued) 11 FIEBixH (&)
The tax on the VSC Group’s profit before income tax differs EIESE BRI 2 BIIH IR S T
from the theoretical amount that would arise using the weighted wAER 2 IEF R R E 2R e A
average tax rate applicable to profits of the consolidated entities FrE2 - 180T
is as follows:
2014 2013
—E2-mF —E—=F
HK$°000 HK$’'000
FHExT FET
Profit before income tax R 5% Al Al 149,356 100,815
Tax calculated at domestic tax Z{ERIBI K 2 4 F)
rates applicable to profit in P 2 & =T 8
the respective countries ZBiIA 36,942 30,017
Income not subject to tax BARY Z WA (543) (1,155)
Expenses not deductible for tax purposes N AIHIF: < % i 5,595 700
Tax losses not recognised as deferred W ERERIELETSHREE
income tax assets 2 BiIAEE 1,675 19
Withholding tax on Mainland China R B R 5 R E A
unremitted earnings Z TBHIRR 333 411)
Under provision in prior years BEFEREZBED R 535 185
Income tax expense FriS sz 44,537 29,355

For the year ended 31st March 2014, the weighted average
applicable tax rate was 24.7% (2013: 29.8%). The decrease is
due to the impact of the decrease in profit of Mainland China’s
subsidiaries.

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$31,181,000 (2013:
HK$13,692,000).

12

BHE-_Z-MFE=F=+—HILEE -
ETFHEAMEK E247% (T — =4
29.8%) ° HE = B B A H K E A A
Zm R A TR o

R FRERE ABGER
ARTRIEE AR DEAR NG

& 431,181,000 8T 2@ (ZFE—=
£ : 13,692,000/ 7T) °
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13 Dividends 13 K&
2014 2013
-k —E—=F
HK$’000 HK$’000
FET FAT
Interim dividend of HK3.3 cents R ERRR B AR
(2013: 2.3 cents) per ordinary share A% 3.3 78
(ZZF—=F : 2.381) 13,759 9,525
Proposed final dividend of HK4.15 cents ERAHREERR
(2013: HK2.9 cents) per ordinary share A% 4.15 841
(ZT—=%: 29//l) 17,335 12,000
31,094 21,525

A final dividend for the year ended 31st March 2014 of
HK4.15 cents (2013: HK2.9 cents) per ordinary share, totalling
approximately HK$17,335,000 (2013: HK$12,000,000)
has been recommended by the Board 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 2014.

The actual final dividend for the year ended 31st March 2013
was approximately HK$12,092,000 due to 3,915,000 additional
shares issued upon exercise of share options and cancellation
of 726,000 shares repurchased during the period from 21st
June 20183 to 23rd August 2013, the last closure date of the
register of the members for ascertaining the entitlement to the
final dividend, and was paid out on 6th September 2013.
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EEeRNIIBRTZARERREAFAS L
EREE—T-NE=A=+—HILFEX
HAPG B G RE mAR 458 (T —=5F :
2.9%81l) - A £417,335,0008 5t (=&
—=%F : 12,000,000/ 7T ) ° EZ KRR E
WER-_E—NFE=A=+—HZEBF7
BEMRE -

ERE-_ZE— =% "A-+—HZ_T—=
FNAZT=B (RECEERBREZE
BEEHIEROBPERFENREAR)
BARE A R 1T {5 4 AR A T BB /M 25 17 3,915,000
RS R% 17 & 784 726,000 B E BB I A1 - AL
EE—=F=ZA=1+—HILFEZEEX
HARG 849 512,092,000 7T YER -F
—=FNANBIKA o



13

14

Notes to the Consolidated Financial Statements

Dividends (Continued) 13

The actual interim dividend for the six months ended 30th
September 2013 was approximately HK$13,785,000 due
to 800,000 additional shares issued upon exercise of share
options during the period from 20th November 2013 to
138th December 2013, the last closure date of the register of
the members for ascertaining the entitlement to the interim
dividend, and was paid out on 15th January 2014.

Earnings per ordinary share 14
(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.

e M HmRMEE

RE (&)
BHRE—ZE—=F+—A-tHZ-_ZT—=
F+-A+=H(RECERTHEREZE
BEEREROBEELFENREZAMH)
HARE N R 17 {52 % A i M 88 71887 800,000 AR
B - EE—E—=FAA=1H I~
Az B H B S 4)/518,785,000/87T + I
BER-Z—WFE—A+RBIKN o

BEREERERN

(a) EZA&
FREBREARBF IR N BRE
BAEAEBERHBRARNEEERITE
BB TR -

2014 2013
—ZE-ImF —E-=F
Profit attributable to equity holders of — ZNA FIAXHERE A A FE(G % F
the Company (HK$’000) (F#T) 103,708 71,600
Weighted average number of ordinary & 217 &8 A% < I 15 21
shares in issue ('000) (FA&) 416,075 413,984
Basic earnings per ordinary share SR mAREAZF (BL)
(HK cents) 24.93 17.30
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e MR R AR MR

14 Earnings per ordinary share (Continued)

(b) Diluted

14 BEREBERER (&)

(b) #F

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

the exercise of the share options.

B R ERF TR B R BT
EEIEE 2 T E AR 2 B R A e
ﬁ%%ﬁﬁﬁgﬁﬁzwﬁﬁﬁ%%
HoAprABTEHEHE LR
E g AR fE T 2= A Aﬁéﬁﬁﬁﬁﬁ
FHEREMMNRERE 2 EBEBE
it ANEEREUATEE(EES
RARRMDZ 2EFHTHRE) Wi
ZBRHEE - EXFTEBE ZBRMHE
B B REBREETEmE T 2R
DB B 1ELLE ©

2014 2013
—E-mEF —T—=%F
Profit attributable to equity holders of ~ ZNA BIARHEI B A FE(RE R
the Company and used to determine & FUAEE E SR E A%
diluted earnings per ordinary share BERR (F47T)
(HK$°000) 103,708 71,600
Weighted average number of ordinary 2317 @M% 2 I 55
shares in issue ('000) (F8%) 416,075 413,984
Adjustment for share options ('000) FAEERE (FHD) 17,578 3,742
Weighted average number of ordinary &A% & @A ESEF 2
shares for diluted earnings per TR (FRR)
ordinary share ('000) 433,653 417,726
Diluted earnings per ordinary share BT mREEE AT (BL)
(HK cents) 23.91 1714
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e HRRMEE

15 Property, plant and equipment 15 Y% - BERRE
Consolidated
&8

Leasehold
improvements,
furniture and Motor

Buildings ~ equipment  Machinery vehicles Total

HENERE

BF GHERE K& e L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

T Tin T TiEn Tin

At 1t Apri 2012 W-Z——%£mA-H
Cost A 4433 40407 5574 10575 60989
Accumulated depreciation ZitinE (013 (33.914) (5,437) (5,370) (45,634)
Net book amount BEE 3,520 6,493 137 5206 15,305
Year ended 31st March 2013 HE-F-=F=P=t-HIEFE
Opening net book amount HREE 3520 6,493 137 5205 15,355
Addttions AE 3,698 3774 13,532 312 24,116
Attributable to disposal of a subsidiary LE-RNBARMmES (3,680) (1,328) (12539) (1,584) (19,131)
Disposals i - (19) - (19 (37
Depreciation e (135) (2,739) (716) (1,969) (5,559
Exchange differences ERER - 6 - 11 17
(Closing net book amount BREE R 3403 6,188 414 4762 14,767
At 315t March 2013 and 15t April 2013 RZE-=F=A=t-AR-F-—=4WA-A
Cost A 4434 42,046 5919 11614 64,013
Accumulated depreciation ZitinE (1,031) (35,858) (5,508 (6,852 (49,246)
Net book amount FRFE 3403 6,188 414 4762 14767
Year ended 31st March 2014 HE-EB-ME=B=+-HIFE
Opening net book amount HOREFE 3,403 6,188 414 4,762 14,767
Addtions AE - 4,554 280 - 4,834
Disposals & - (50) - (64) (14)
Depreciation e (118) (2,518) (104 (1,918) (4,658)
Exchange differences EAES 4 52 - 69 125
(Closing net book amount HREE S 3,289 8,26 590 2,849 14,954
At 31st March 2014 R-E-RE=A=1-H
Cost A 4442 46,324 6,187 10,515 67,468
Accumulated depreciation ZiiE (1,153) (38,098) (5,597) (7,666) (52,514)
Net book amount il 3,289 8,26 590 2,849 14,954
Depreciation expense is charged to “general and administrative NEE  FESTHRNGEABREZ[—BE
expenses” in the consolidated income statement during the 1TEZ ] Rk -
year.
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16 Investment properties 16 REYE
Consolidated
e
2014 2013
—E2-mF —E-=F
HK$’000 HK$’000
FET FHIT
At fair value BATFEE

At st April HmA—B 22,000 22,000
Acquisition (Note 36(a)) L (Fi13E 36(a)) 920,449 -
Fair value change N EEE 73,022 -
Exchange differences X =5 (9,891) -
At 31st March R=A=+—8H 1,005,580 22,000

Amount recognised in consolidated income statement for R BERRERIIREMESENT ¢

investment properties as follows:

Consolidated

=a

2014 2013

—E—mEF R

HK$’000 HK$’000

FET FAT

Rental income HEWA 13,313 456
Direct operating expenses from properties ~ KEEAEHAS WA Z

that generated rental income M2 BESERY (2,011) 72)

11,302 384
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e B HmRM

16 REY = (&)
SRR B R ST ERRHE T ¢

16 Investment properties (Continued)

Details of the geographical locations and tenure are as follows:

Consolidated

wa
2014 2013
—E-mEF —E=5F
HK$°000 HK$’'000
FBT FHT
In Hong Kong RER
— long-term leases of -10F&E50F 2
between 10 and 50 years REFEL 22,000 22,000
In Mainland China R E A
— long-term leases of -10FE50F 2
between 10 and 50 years KHATAD 983,580 =
1,005,580 22,000

As at 31st March 2014, investment properties of approximately
HK$1,005,580,000 (2013: HK$22,000,000) were stated at
open market value as determined by the directors based on
valuations assessed by an independent, professional qualified
valuers.

As at 31st March 2014, investment properties of approximately
HK$1,005,580,000 (2013: HK$22,000,000) were pledged as
collaterals for certain of the VSC Group’s bank borrowings
(Note 31).

Independent valuations of the VSC Group’s investment
properties were performed by the valuers, Knight Frank Petty
Limited and Jointgoal Surveyors Limited, to determine the fair
value of the investment properties as at 31st March 2014 (2013:
Jointgoal Surveyors Limited). The fair value gains or losses are
recognised in the consolidated income statement. The following
table analyses the investment properties carried at fair value, by
valuation method.

R=Z—&F=A=+—H ' 41,005,580,000
BIL(ZZ—=4F : 22,000,000/87T) 2% & -
VEBESRILZE R B EE ARG EMATT
HZHEEE 2 ARMESR

R=Z—&F=A=+—H ' 41,005,580,000
BIL(ZZE—=4F : 22,000,000/870) 2 & &
MECIEER - ERBIEESEETRITE
BB HRm(MHEE31) o

(AR AETEITT AR A A R &= R 2 A0
T(ZZ—=% : ExA2/TERAE)E
SIEEEEREMERTEGE  LET
WEPER_ZT—NF=A=+—HHNAF
1“@ o N EERE S E BN TS IBS R TE
R o TRINMGEESITRATFEBEARZE
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16 Investment properties (Continued)

Fair value hierarchy

16 &Y= (&)
AP EESER

Fair value measurements at 31st March 2014 using

RZB-BEZA=+-HEATHERET 2 ATEENE

Quoted prices Significant
in active markets  Significant other unobservable
for identical assets  observable inputs inputs
REBTEA BEARHM EATA
BEEEZRE TERGA 22PN
Description (Level 1) (Level 2) (Level 3)
ik (%-8) (%5=FE) (%5=8)
HK$'000 HK$'000 HK$'000
FEr TEn TEn
Recurring fair value measurements REHATEETE
— Residential unit - Hong Kong -AEET-&HE - - 22,000
- Commercial units — Mainland China -EEL-FE RN, - - 983,580
- - 1,005,580

Fair value measurements at 31st March 2013 using
RZB—=F=A=+—ARATIIARETZATEEHE

Quoted prices Significant
in active markets Significant other unobservable
for identical assets ~ observable inputs inputs
NG| BEXRAL EyNv|
BAIEEBE AEEHA BEHA
Description (Level 1) (Level 2) (Level 3)
fit () (F=FE) (F=RE)
HK$'000 HK$'000 HK$'000
T TR TR
Recurring fair value measurements EEEATEETE
~ Residential unit - Hong Kong -FEET-FH - - 22,000
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Fair value hierarchy (Continued)

Fair value measurement using significant unobservable

inputs (Level 3)

Notes to the Consolidated Financial Statements

16 Investment properties (Continued)

BB HmERM

n‘/—ﬁ

16 REWZE (&)

NP EESR (E)
EAEATTERBAZAVEE R
(B=@)

Investment properties

REYE
Hong Kong Mainland China Total
o HE Rt @et
HK$’000 HK$’000 HK$’000
TERT THET TET
At 1st April 2013 RZE—=FWH—H 22,000 - 22,000
Additions NE - 920,449 920,449
Gains recognised in IR B B iR 2 e
consolidated income statement - 73,022 73,022
Exchange difference MEHERE - (9,891) (9,891)
At 31st March 2014 —mE=A=+—H 22,000 983,580 1,005,580
Total unrealised gains for the year RZE—WE=A=+—H
included in consolidated T EERAFEERA
income statement IR Bmr s AR
for asset held at 31st March 2014 4azE - 73,022 73,022
Investment property
REMZE
Hong Kong  Mainland China Total
B B At HBEr
HK$'000 HK$'000 HK$'000
FHT FHT FHT
At 1st April 2012 and RZZE——FMA—BRK
31st March 2013 —ET—=#=A=1+—H 22,000 - 22,000
Total unrealised gains for the year —=#=A=+—H
included in consolidated T EERAFEERA
income statement ReBnk I RER NG
for asset held at 31st March 2013 B - - -
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16 REWZE (&)

AFEESR(EH)
AREREATABRRBA(E=E) 2
NP EEEZ AR

16 Investment properties (Continued)

Fair value hierarchy (Continued)

Information about fair value measurements using significant
unobservable input (Level 3) as follows:

Relationship
Range of of unobservable
Valuation Unobservable unobservable inputs inputs to
Description Fair value technique inputs (weighted average) fair value
TAERHAEE TABEE AR
it NF{EMRE b fERT TABEEEA (ImETs) ATEEZEE
(HK$ 000)
(FA71)
As at 31st March 2014
RZZ-ME=A=+—H
Investment property 22,000 Direct comparison Comparable sales HK$20,000,000t0  The higher the comparable
-Hong Kong approach evidence HK$25,000,000 market price, the higher
(HK$22,000,000) the fair value
RENZ 22,000 EL3A A RREER 200000008TE  AIHETHEEES
-5k 25,000,000/ ATEEER
(22,000,000%7¢)
Investment property 983,580 Income capitalisation Adjusted market yield Office 4.50%to  The higher the weighted
- Mainland China approach (office, retail) 6.50% (5.75%) average adjusted
market yield,
Retall 6.00% to the higher the fair value
9.00%(7.75%)
RENZ 983,580 K&E ERE  HRE450%ZE650% IMETIEAE
—HRElR Moz iglEE (6.75%) EEEE -
(BR=  ZE) ATEEER
TE6.00%ZE
9.00%(7.75%)
As at 31st March 2013
RZZ-=F=A=1-H
Investment property 22,000 Direct comparison Comparable sales HK$20,000,000t0  The higher the comparable
-Hong Kong approach evidence HK$25,000,000 market price,
(HK$22,000,000)  the higher the fair value
e 22,000 EL 34 A RREER 200000008TE  AIHETHEEES
-5k 25,000,000/ ATEEES
(22,000,000%7¢)
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16 Investment properties (Continued)

Valuation processes of the investment properties

The VSC Group engages external, independent and qualified
valuers to determine the fair value of the investment properties
at the end of every financial year. As at 31st March 2014, the fair
values of the investment properties were determined by Knight
Frank Petty Limited and Jointgoal Surveyors Limited (2013:
Jointgoal Surveyors Limited).

The main Level 3 input used by the VSC Group is derived and
evaluated as follows:

Comparable sales evidence

The comparable sales evidence are selected by referring
to recent sales transactions within the locations and are
considered comparable to the property in term of factors such
as location, size, view and other factors.

Adjusted market yield

The adjusted market yield has been determined by making
reference to recent sales and rental transactions with
adjustments to reflect the differences between the comparables
and the investment property, in terms of location, building
quality and other factors.

e B HmRM

16 REWZE (&)

REWMFRZHERF
BIRESRERIBINIEL A BRMAERE
EREMBRFERREYE 2 DFEE - 1

—HFE=ZA=1T—B REVEZAF
EBEEHFGAEITERARLRESNE
ETARAREE(ZE—=F &= l&
EhTTERAR) °

BIEEEEFEANEZE=EARE R
0T :

ALREEERE

A LB S B R IR TG 2L B Rt BT HA 5
EXSTMARBIANE - HE - BHER
HiRFT ERRRENERE

REBENS SR
RABTIZRAEXR RS E T MHE RS
R 5 (R FHEARRAT L8 S BT B ) 2
ERE BFEERHEMEAZRTEZZER)
TIAEERE °
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17 Land use rights 17 i fEFRE
The VSC Group’s interests in land use rights represent prepaid ElEEEER L FRAE s IEEMA
operating lease payments and their net book amounts are EEAAOFIEREREFESTAOT ¢

analysed as follows:

Consolidated

mE
2014 2013
—F-mF —F =%
HK$’000 HK$’000
FER FHTT
At 1st April REA—H 10,324 10,526
Amortisation B (201) (202)
At 31st March R=A=+—~ 10,123 10,324
Details of the geographical locations and tenure are as follows: IR E R FEEEEHFBNT

Consolidated

mE
2014 2013
—E-mF —E-=F
HK$’000 HK$’000
FET FHTT
In Hong Kong NEH
— long-term leases of over 50 years — iR 50 G 2 R HEAFAAY 96 96
In Mainland China AR B R
— long-term leases of over 50 years — 818 50 F 2 REAMHA 10,027 10,228
10,123 10,324
Amortisation expense of land use rights has been included TR BET BB AGEBRRRZ
in “general and administrative expenses” in the consolidated [—MRITHH ] ©

income statement.
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18 BILEE

18 Intangible assets

Consolidated

RE
Distribution Use right of
Goodwill rights car park Total
HE DR FEGERE e
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT
At 1st April 2012 R=—E—=—FmA—H
Cost A 6,708 4,389 - 11,097
Accumulated amortisation 25T - (438) - (438)
Net book amount HREFE 6,708 3,951 - 10,659
Year ended 31st March 2013 HE_T-=F=-A=+-HLTFE
Opening net book amount AR 6,708 3,951 = 10,659
Additions (Note 36(a)) AE ([iFE36(a)) 4,263 3,778 = 8,041
Amortisation g - (593) - (593)
Exchange differences BE X =58 22 7 - 29
Closing net book amount HRAR BRI 8 10,993 7,143 - 18,136
At 31st March 2013 and 1st April 2013 RZE—=F=A=1+—H
k—Z—=%1MA—H
Cost A 10,993 8,181 = 19,174
Accumulated amortisation B §i - (1,038) - (1,038)
Net book amount HREFE 10,993 7,143 - 18,136
Year ended 31st March 2014 HE_ZT-MF=A=+—-RALFE
Opening net book amount BRI SR 10,993 7,143 - 18,136
Additions (Note 36(a)) AE (13 36(2) 57,743 - 12,748 70,491
Amortisation i - (833) (195) (1,028)
Exchange differences EHER (415) 138 (139) (416)
Closing net book amount HR R 68,321 6,448 12,414 87,183
At 31st March 2014 RZE-NE=A=+—H
Cost PR 68,321 8,339 12,610 89,270
Accumulated amortisation 25T - (1,891) (196) (2,087)
Net book amount REFE 68,321 6,448 12,414 87,183
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A B ER R

18 Intangible assets (Continued) 18 B EE (&)
Amortisation expense of distribution rights and use right of car DI RIS EAERET LB LS
park has been is included in the “general and administrative BamRkZ [—MRITBEE ] -

expenses” in the consolidated income statement.

Impairment tests for goodwill BB R ERH
Goodwill is allocated to the VSC Group’s CGU as follows: EEE SR EEIEESE N T REEAS
iz
2014 2013
—F-OF —F=fF
HK$’000 HK$’'000
FET FAT
Building & design solutions (“BDS”) BEERREAR
([BREERRFFHE]D
— Wuhan (“Wuhan BDS”) — BB
([REZEEMK
Rt HER]) 6,861 6,730
— Changsha (“Changsha BDS”) —&
([RAZEELK
B S wES)) 4,345 4,263
Investment property business in Shanghai R _E/8 2 EWEER 57,115 =
68,321 10,993
The recoverable amount of the CGU is determined based REEEEN 2 RECREERTEFERE
on value-in-use calculations. These calculations use cash BEE - kirEFNRReREFAERERS
flow projections based on financial budgets approved by EEEMEREVSTEERTESDE -

management covering the budget period.
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18 Intangible assets (Continued)

Impairment tests for goodwill (Continued)

Key assumptions used for value-in-use calculations:

e B HmRM

BILEE (K)
AERENH (F)
HEEREERBZESHR

Wuhan BDS Changsha BDS

EUEEE RIDESE

EmRETAR EmEETAR

Growth rate of revenue N =92 5%-20% 10%-15%
Post-tax discount rate Tt BhIR = 18% 18%
Gross profit margin FEH= 23% 13%
Operating profit margin #e 2T 6% 1%
Investment

property business

B YT

Growth rate of revenue WA E R &= 5%-10%
Post-tax discount rate Ti1B AR = 15%

Management determined the average annual growth rate of
revenue based on past performance and its expectations of
market development. The discount rates used reflect specific
risks relating to the relevant segments.

In Wuhan BDS, the recoverable amount calculated based
on value in use exceeded the carrying value. Growth rate of
revenue in Wuhan BDS falls to 5%-11% would remove the
remaining headroom.

In Changsha BDS, the recoverable amount calculated based
on value in use exceeded the carrying value. Growth rate of
revenue in Changsha BDS falls to 8%-10% would remove the
remaining headroom.

For property investment business, the recoverable amount
calculated based on value in use exceeded the carrying value.
No reasonable possible range in key assumptions on which
management has based its determination of recoverable
amount would cause the carrying amount to excess its
recoverable amount.

EEERBEERRMEHMGER 2 A
BERAZFHREEX - PTARLE KRR E
HED BB ERR -

REVEZEER MR TR - REMEE
BerOeRBBREEE- RERE
EmERFATRZBWAREERTRESS =
% AEHRAER

REDZLERRRF TR - REMEET
BerhoeRBaRmEER RAOEE
EmRRATRIBAERETHES% =
10% RHESHIR B =58 o

BHEREXRBIE - REREEFEZA
Yo eEEBREEE - TR EEE N KE
SEMKEZ T ERRPHESE A EEE
ol EHERBEETKESHE -
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A B ER R

19 €@ T EDE

Consolidated

19 Financial instruments by category

SE
Loan and Available-
receivables for-sale Total
B R EWERR AEHE et
HK$'000 HK$'000 HK$°000
FTEx TEx TER
At 31st March 2014 R-E-WE=A=1+—H
Assets as per statement of BRRRRAZEE
financial position
Available-for-sale financial asset AHHE 2 BB EE - 283 283
Amounts due from associates JEL S & A A 1,197 - 1,197
Trade and other receivables JFE ST BR 5% e L A1t B WS AR TR
(excluding prepayments) (PBRIEBNFIR) 436,228 - 436,228
Cash and cash equivalents and RekReFER
pledged bank deposits BHEFRITER 409,986 - 409,986
Total st 847,411 283 847,694
Consolidated
SE
Liabilities Other financial
at fair value liabilities
through the at amortised
profit & loss cost Total
BAFEEFA REBHEREAR
BEnvBfE ZHtHKEE st
HK$’000 HK$’000 HK$’000
FTET FTER TERT
At 31st March 2014 R-BE-NE=A=+—H
Liabilities as per statement of BERREAZARE
financial position
Borrowings BE - 1,571,606 1,571,606
Derivative financial instruments TSI A 912 - 912
Trade and bill payables EREREFRER - 80,028 80,028
Other payables H i e (S BRR
(excluding non-financial liabilities) (TRIEFMEERE) - 6,874 6,874
Total #at 912 1,658,508 1,659,420
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e B HmRM

19 Financial instruments by category 19 EMIAESE(E)
(Continued)
Consolidated
,ij— (=}
Assets
at fair value
Loan and through the Available-
receivables  profit & loss for-sale Total
BATEEA
ERRERER  BEEE AfEE @t

HK$'000 HK$'000 HK$'000 HK$'000
TRt TEr TR TER

At 31st March 2013 R=B-=%=R=t-H
Assets as per statement of HBERRRAZEE

financial position
Avalable-for-sale financial asset AL E 2B AR - - 255 255
Derivative financial instruments (TESRTIE - 1,059 - 1,059
Amounts due from assoclates N 30,970 - - 30,970
Loan receivable FEWER 19,000 - - 19,000
Trade and other receivables FEUCR R L PR AR R

(excluding prepayments) (TRERFR) 443,908 - - 443,908
Cash and cash equivalents and RERFLEER

pledged bank deposits BEREIER 557,831 - - 557,831
Total it 1,051,709 1,099 255 1,053,023
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A B ER R

19 Financial instruments by category 19 @RTESE (&)
(Continued)
Consolidated
e
Other financial
liabilities
at amortised cost
TR SERC AR A BR
ZEMBEE
HK$’000
FAT
At 31st March 2013 R-ZE—=F=A=+—H
Liabilities as per statement of BERRRAZEE
financial position
Borrowings BE 581,030
Trade and bill payables R BRI SRR 340,141
Total #Et 921,171
Company
¥ /N
Loan and receivables
BERRERERR
2014 2013
—E-mEF —E—=F
HK$’000 HK$’'000
THET FAT
Assets as per statement of BEMRRERAZEE
financial position
Cash and cash equivalents and RERBEFER
pledged bank deposits BRI TIF R 10,834 20,978
Amounts due from subsidiaries FEURKTE A E) 460,536 442,305
471,370 463,283
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e B HmRM

20 Investments in subsidiaries 20 R BRARIZIRE
Company
RAFE
2014 2013
—E-IF —F=F
HK$’000 HK$’'000
FET FAT
Unlisted shares, at cost JEETRRD » LA 72,412 72,238
Amounts due from subsidiaries & B B8 R ) 460,536 442,305
532,948 514,543
The amounts due from subsidiaries are unsecured, non- BB AR 2 &R AEEKIE « FETE -~ LA
interest bearing, denominated in HK$ without predetermined BIFHERTEBEERY - NZE—=F
repayment terms. The carrying amounts approximated to their EZF—MFE=RA=+—8H ' HiREcHEHE
fair values and were not impaired as at 31st March 2013 and HAFEBEESE - BWERE -
2014.

Annual Report 2013/14 | —F—=/—J4FFif 121



Notes to the Consolidated Financial Statements
A B ER R

20 REBA R ZzRE ()
R_E—=FR-_ZF-—NF=HA=+—H"

20 Investments in subsidiaries (Continued)

Details of the principal subsidiaries as at 31st March 2013 and

2014 are as follows: FEMBRBIFBAT
Place of Issued and Percentage of
incorporation/ fully paid equity interest Principal
establishment and share capital/ attributable to activities and
Name kind of legal entity registered capital the VSC Group (i) place of operations
HMEL/ RIS ERORERKRA/ BIRESEEL
28 REEERIEE AR BRAERA DL () TEXHREE L
2014 2013
“E-mFE =%
Eastlink International Investment Inc. British Virgin Islands, USS$1 100% - Property investment in
limited liability company. Mainland China
R AR EERAR ERRLES 1% A ER
BREFLT REME
Fit Team Holdings Limited British Virgin Islands, US$10,050,002 100% 100%  Investment holding
limited liability company in Hong Kong
ERRAHE 10,050,002 REBRE R
BREFEAT
Leisure Plus Building Products Mainland China, HK$10,000,000 100% 100%  Trading of sanitary wares
(Shenzhen) Co., Ltd. (i) limited liability company in Mainland China
FEEES GRY) BRAR i) REl - 10,000,000/7C RPEIR EEZE
AREERT
Leisure Plus International Trading Mainland China, US$6,500,000 100% 100%  Trading of sanitary wares
(Shanghai) Co., Ltd. (i) limited liability company. in Mainland China
MERERE 5 ( H8) BRAR (v HER, 6,500,000%7t RPEAEERE
BREMEARA
Leisure Plus Trading (Shenzhen) Co., Ltd. i) Mainland China, HK$5,000,000 100% 100%  Trading of sanitary wares
limited liability company. in Mainland China
MikE % (R BRAR i) eI, 5,000,007 RAEAMEEZA
BREFAH
SC Metal Recycling Investments Limited Hong Kong, HKS$1 100% 100%  Investment holding
limited liability company in Hong Kong
JEE BB S RRERRAA B4 BREEAT 1T REBREER
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e M HRRMEE

20 Investments in subsidiaries (Continued)

20 REBA R Z2RE ()

Place of Issued and Percentage of
incorporation/ fully paid equity interest Principal
establishment and share capital/ attributable to activities and
Name kind of legal entity registered capital the VSC Group (i) place of operations
HMAL/HIts  ERTRERRA/ EIRESBEL
28 RigERIE R RARREAL)  FEEHRCEHY
2014 2013
Z2-mF —T=F
Shanghai Bao Shun Chang International Mainland China, US$2,067,500 100% 66.7%  Stockholding and
Trading Co., Ltd. (v) limited liability company trading of steel
in Mainland China
HEEIRERRESERAAN) R, 2,067,500% 7T RAE MR BB
BREFERT
Tomahawk Capital Limited Hong Kong, HK$10,000 100% 100%  Finance business
limited liability company in Hong Kong
R % (B8) FRAR &% AREEAA 10,0007 REBUBER
Van Shung Chong (B.V.1.) Limited () British Virgin Islands, US$6 100% 100%  Investment holding
limited liability company. in Hong Kong
EERAHS GES REBRERR
BREFAH
Van Shung Chong Hong Limited Hong Kong, HK$2,000 ordinary 100% 100%  Provision of management
limited liability HK$10,000,000 services in Hong Kong
company non-voting deferred (i)
EIRSTERAR A BREEAR 2,000 BT L AR REBREERRE
10,000,000/7C
ERSEETRN (i)
Vantage Godown Company Limited Hong Kong, HK$200,000 100% 100%  Provision of warehousing
limited liability company. services in Hong Kong
IE%ERBR AR &% BRERAH 200,000/ REBREEERE
VSC (China) Investments Limited Hong Kong, HK$2 100% 100%  Investment holding
limited liability company. in Hong Kong
BIRS (hE) REERAT] &% AREEAA 28T REBREAER
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A B ER R

20 REBA R ZzRE ()

20 Investments in subsidiaries (Continued)

Place of Issued and Percentage of
incorporation/ fully paid equity interest Principal
establishment and share capital/ attributable to activities and
Name kind of legal entity registered capital the VSC Group (i) place of operations
HMRL/Rus  BRTREARKRE/ EIEESBEL
£ RipERtE AR RAEZAALL() FTEXHREL
2014 2013
Z2-mEF —T-=F
VSC Building Products Hong Kong, HK$2 100% 100%  Trading of sanitary wares,
Company Limited limited liability company kitchen cabinets and
home fumiture and
kitchen cabinet installation
in Hong Kong
BIRS RSN ERAR] &% BREEAH 2B REBEERE  HER
FARZEEE
VSC Plastics Company Limited Hong Kong, HK$2 100% 100%  Trading of engineering plastics
limited liability company. in Hong Kong
EIRE2BER AR &% BREEAT 28T REBEETRZE
VSC Steel Company Limited Hong Kong, HK$38,000 ordinary 100% 100%  Stockholding and trading of
limited liability HK$20,000,000 steel in Hong Kong
company non-voting deferred (i)
EIREHRE AR AR &% ARALAR 38,000 T EER REBFHREEAN
20,000,000/
BREEETRA ()
VSC Steel (Shanghai) Co., Ltd. (iv) Mainland China, US$7,280,000 100% 100%  Stockholding and trading
limited liability company of steel in Mainland China
DEAERES (L8 ERAR W e - 7,280,000% 7 TER R BB M
BREFEAT
VSC Trading (Shenzhen) Co., Ltd. (vi) Mainland China, HK$20,000,000 100% 100%  Trading of engineering plastics
limited liability company in Mainland China
SEE 5 (A1) BRAR vi) e - 20,000,000/ KPR EETIRER

AREAAH
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e M HRRMEE

20 REBA R Z2RE ()

20 Investments in subsidiaries (Continued)

Place of Issued and Percentage of
incorporation/ fully paid equity interest Principal
establishment and share capital/ attributable to activities and
Name kind of legal entity registered capital the VSC Group (i) place of operations
HMRL/KItE  BRTREARKREK/ EIRESBEL
£ REEERNE R RAEZEDLL() TEEXHRESHE
2014 2013
Z2-mF ZT-=F
RE=2EMBRAF (vii) Mainland China, RMB10,000,000 97% 97%  Trading of sanitary wares
limited liability company in Mainland China
el - AR%10,000,0007C RAEAEEZE
BREFLH
LR ESEARAR (X Mainland China, US$500,000 100% 100%  Property agent in
limited liability company Mainland China
HEIR - 500,000%7t ST
BREFLH
ROBRENERAR () Mainland China, RMB 3,000,000 100% 100%  Trading of sanitary wares
limited liability company. in Mainland China
R - AK%3,000,00070 RPBEREEZE
ARELAH
Notes: g
()  The shares of Van Shung Chong (B.V.l.) Limited are held ()  Van Shung Chong (B.V.l.) Limited & f% {2

MARFEERSH - i ERRZK
AIRZESE -

directly by the Company. The shares of other subsidiaries are
held indirectly.

I EEGZERERNBSIEE S EE
B ERZEETCKRMHILEREZRE
MEERERBESZRE  HEEIEE
TERARERARIEBEABESRE
}%2,000,000,0007% 7t 2 5k 28 =k & IE &
WEGRAR 2 ERKRIFTEATEDIK
10,000,000,000 % 7T 2 SREERIBR SN ©

(i)  These non-voting deferred shares are owned by the VSC (i

Group. The non-voting deferred shares have no voting rights,
are not entitled to any distributions upon winding up unless
a sum of HK$2,000,000,000 per share has been distributed
to the holders of ordinary shares for Van Shung Chong Hong
Limited or a sum of HK$10,000,000,000 has been distributed
to the holders of ordinary shares for VSC Steel Company
Limited.
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e MR R AR MY R

20 Investments in subsidiaries (Continued)

Notes: (Continued)

(i)

(V)

(vi)

(vii)

(viil)

()

Wholly foreign owned enterprises established in Mainland
China with an operating period of 20 years to 2028.

Wholly foreign owned enterprises established in Mainland
China with an operating period of 20 years to 2023.

Wholly owned enterprises established in Mainland China with
an operating period of 10 years to 2023.

Wholly foreign owned enterprise established in Mainland
China with an operating period of 50 years to 2062.

Wholly foreign owned enterprise established in Mainland
China with an operating period of 20 years to 2024.

Equity joint venture established in Mainland China with an
operating period of 10 years to 2021.

Wholly foreign owned enterprise established in Mainland
China with an operating period of 10 years to 2020.
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GERCY

(i)

(V)

(vi)

(vii)

(viil)

()

KRB AR ZIEBERE &
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Notes to the Consolidated Financial Statements

21 Investments in associates/Amounts due

from associates

A B HmRMEE

21 RFE QR ZIRE TR &

A

Consolidated

o=

2014 2013

—E—ImF —E—=F

HK$’000 HK$’000

FET FAT

Investments in associates REEE R R 2% 237,179 182,592
Amounts due from associates JFE Lt o A )

— Current —&EH 39,956 32,773

— Non-current —JFEH - 6,197

39,956 38,970

Less: Provision for impairment B ORERE (38,759) (8,000)

1,197 30,970

Less: Non-current B FEEHR - (6,197)

Current =5 1,197 24,773

The amounts due from associates are unsecured, non-interest
bearing and without pre-determined repayment terms. The
carrying amounts approximated to their fair values.

Movements on the provision for impairment of amounts due

from associates are as follows:

U S N R SR AEER - TEHERL
BREESY - FHREERAFEEM

4+

= o

FEUEE & N R 2R ER R 2 EET

Consolidated

=a

2014 2013

—E—F —E—=F

HK$’000 HK$’000

FET FHTT

At st April MmA—AB 8,000 :
Provision for impairment recognised in EREEERRTER

the consolidated income statement BB 30,759 8,000

At 31st March R=A=+—H 38,759 8,000
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21 Investments in associates/Amounts due 21 REE AR ZRE TEWNEE

from associates (Continued) YNNG D)

Provision for impairment of HK$38,759,000 (2013: B sk i A R R AT U Bl 2 FEAE A B BRI B
HK$8,000,000) has been made due to the recoverable B+ BB BB R 38,759,000 /8T (=&
amounts of amounts due from associates are below their —=4F : 8,000,000/87L) °

carrying values.

The carrying amounts due from associates were denominated FEUES & AR 2 BRE R IA T 5| E¥5I(E
in the following currencies:

Consolidated

=ae
2014 2013
—ZT-mF =%
HK$’000 HK$’000
FHBxT FHEIT
HKS$ BT 26,605 22,892
RMB AR 13,351 16,078
39,956 38,970
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21 Investments in associates/Amounts due
from associates (Continued)

The movements of investments in associates are as follows:

e M HmRMEE

21 REEE DR ZRE e
AT (&)
RBRARZ RESBNT ;

Consolidated

=a

2014 2013

—E—mEF —ET—=F

HK$’000 HK$’000

FER FHT

At 1st April RIUA—H 182,592 169,552

Acquisition of interest in an associate Ui B — B & A R 2 e - 11,399
Share of profit of investments accounted JE(RLAREREARR ZI8E

for using equity method — net (Note) st — R (P5E) 69,580 3,529

Dividend paid BERRE - (2,107)

Realisation of currency translation I — [N

differences of an associate EEIER =5 (18,360) -

Exchange differences PE =58 3,367 219

At 31st March W=A=+—H 237,179 182,592

Note: On 24th January 2014, Shanghai Property (No. 1) Holdings
SRL, an associate of the VSC Group, entered into a
sale and purchase agreement with an independent third
party, whereby Shanghai Property (No. 1) Holdings SRL
agreed to sell 100% of the equity interest of its subsidiary,
Changyu (Shanghai) Real Estate Management Company
Limited at an aggregate consideration of approximately
RMB652,788,000 (equivalent to approximately
HK$840,800,000) net of net debt as at date of disposal,
payable in cash. The disposal was completed on 21st
March 2014, resulting in a gain on disposal of a subsidiary
of approximately HK$153,816,000 in the financial statement
of Shanghai Property (No. 1) Holdings SRL. The gain on
disposal of approximately HK$51,272,000 and cumulative
exchange gain of approximately HK$18,360,000 are
included in “share of profit of investments accounted for
using equity method — net” in the consolidated income
statement.

Set out below are the associates of the VSC Group as at 31st
March 2013 and 2014. The associates as listed below have
share capital consisting solely of ordinary shares, which are held
directly by the VSC Group.

Mzt RZZE—WFE—A=+ME - BIEEE
B 2 —fE% & A &) Shanghai Property
(No. 1) Holdings SRLE — £ % 37 5
=FHEI BB - #RUt - Shanghai
Property (No. 1) Holdings SRL &
EEMBRAREWR(LE) FHELE
BRARI100% 2 AR - &R
ERHZ BB FREE  AREANAR
# 652,788,000 7T ( 4955 74 840,800,000
BL) BRBREEXN - HEFER
—T-—NF=ZA=-+—H%EMK " EH
# Shanghai Property (No. 1) Holdings
SRLEYE FS R R R E 4 & —
A AR 49 153,816,000 7T - HEWK
8 #761,272,0007% 7T} 2 51 FE i s
#718,360,00078 TTE &t AR & &K
2 [EIEAESRIEAR 2 RE R A —F
R

ATEHINEIREEER T =FR_F
—HE=A=1T—"BZBERT] - LATHSI
BENRABERREARZERA - AEIR
SEEEFH -

=
=
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e MR R AR MR

21 Investments in associates/Amounts due
from associates (Continued)

21

\

RN R 2IRE W&
NCIRE: |

~

o|

Details of the principal investments in associates as at 31st RZZE—=FRZF-—NF=A=+—H2Z
March 2013 and 2014 are as follows: FERBERR ZIREFBAT
Place of business/ % of Nature of
Name of entity country of incorporation ownership interest the relationship Measurement method
BERaE g%/ AR LAERR REREZAI BEEE STEEE
2014 2013
—E-mE =%
China Able Limited British Virgin Islands 33.3% 33.3% Notei Equity
EERNEE i B&
Changshu Baoshunchang Mainland China 49.9% 34.9% Note i Equity
Steel Processing Co., Ltd.
FAZIRS MM R E R Mzt i
MIERAF
Note i China Able Limited (“China Able”) is engaged in property BfzEi China Able Limited ([ China Able])
investment business. China Able is a contractual joint REYEIEZER o China Able
venture which is held in equal shares between Fit Team —[# B Fit Team Holdings Limited
Holdings Limited, a wholly owned subsidiary of the (EB=ZZEENF=ZA=1+H
VSC Group since 26th March 2008, Nanyang Industrial BRABIEEEE Y —BHE2EM
(China) Limited, an independent third-party and Marvel B AR B E = Nanyang
Champ Investments Limited, another independent Industrial (China) Limited K& >
third-party. China Able was an associate of the VSC — % 2 £ = 7 Marvel Champ
Group since May 2007. Investments Limited [R5 558
BhzaEdtsk BZTTLFH
A ' China Able B ABIEE 5 E
Z—EEERT]
Noteii:  Changshu Baoshunchang Steel Processing Co., Ltd. Mizkii: HREIESMMMNIERAR(TE

(“HAZEIEE ") is engaged in processing of steel in
Mainland China. EZVE)IES 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.

There are no contingent liabilities relating to the VSC Group’s
interest in the associates.
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e M HRRMEE

21 Investments in associates/Amounts due 21 REE AR Z2RE TEWEE
AT

from associates (Continued) (#8)
Summarised financial information for associates BE N T MK ERSME
Set out below are the summarised financial information for TR AR EARR 2B & AR 2 HIEE
associates which are accounted for using equity method. BE -
Associates not
China Able (i) EAEIEE (i) individually significant Total
ETENIEDN
ZBELT EE
2014 2013 2014 2013 2014 2013 2014 2013

“R-BE ZF=F CE-RF ZFSF 0 CRmE R SF CR-RF ZF R
HKS000 ~ HKS000  HKS000 ~ HKS000  HKS000  HKS000  HKS000  HKS000
fén  TEL TR TEL AR TEL TR TAR

Summarised statement OBHRAHE

of financial position

Current ok

(Cash and cash equivalents ReRnesE 344 939 8,046 491 909 8,887 10,199 10247
Other current assets EfhREEE 763,055 1565 31,474 26,724 49,157 102990 843,686 131279
Total current assets HBEELE 763,399 2504 40,420 27,145 50,066 111877 853,885 141526
Financial liabities itk (75,617) (28,196) (17,466) (7,650) (04,885) 05157 (117,968) (101,003
Other current iablities HtrEaE (2,207) (4,041) (11,190) 9,234 (2,905) 4,907) (16,302) (18,182)
Total current liabilities hHARLE (77,824) (32,297) (28,656) (16,884) (27,790) (70,064)  (134.210) (119,185
Non-current assets FRaEE - 791,677 5519 6,520 37,418 43830 42,007 842,027
Non-current financial iabilies ~ JEREIBIKERE - (00889 - - (71,826) (69,650) (11,826) (270539
Other non-current liabilies HtrsEnaak - (74,950) - - - - - (74.950)
Total non-current liabilites ~ FRBEEAE - (275839 - - (71,826) (69,650) (11,826) (345,489
Net assets/(liabilities) BE/(BR) 78 685575 486,10 17,343 16,781 (12,132) 15,993 690,786 518879
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e MR R AR MR

21 Investments in associates/Amounts due

from associates (Continued)

Summarised financial information for associates

BENRMBENEE (F)

21 RFE DR ZIRE TR E
A ()

(Continued)
Associates not
China Able (i) EAEIEE (i) individually significant Total
THERER
ZHELT @it
2014 2013 2014 2013 2014 2013 2014 2013
ZE-mE -Z--F ZE-mE -3--f CZE-ME -T--F CE-mF -—I--F
HK$000 HKS$'000 HK$000 HKS'000 HK$'000 HKS'000 HK$'000 HK$'000
T Thr T Thr T Thr T Thr
Summarised statement of ~ 2HEZAME
comprehensive income
Revenue WA 58,972 49,543 95,787 124,062 116,693 80,821 271,452 264,416
Operating proft/foss) megH /(58 255,996 21,035 436 (429) (29,124) (10082 227,308 10,531
Income tax expense FIEHER (11,028) 7,762) (199) 207) @ (19 (11,229) (7,989)
Profit{loss) for the year and total £/ (B518) &
comprehensieincomeloss)  2EMA/(BE)EE 244,968 13273 27 (629) (29,126) (10,101) 216,079 2543
Dividend received from B-FBERARE
an assoclate - - - (4,045) - - - (4,045)

The information above reflects the amounts presented in the
financial statements of the associates (and not the VSC Group’s
share of those amounts) adjusted for differences in accounting
policies between the VSC Group and the associates.
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e M HmRMEE

21 Investments in associates/Amounts due 21 REE AR Z2RE TEWEE

from associates (Continued) YNNG D)
Summarised financial information for associates B AR BEERBE (4)
(Continued)
Reconciliation of summarised financial information BB ENMES R
Reconciliation of the summarised financial information T 2 SR B RHET 2 Bl 2 A Rl i e 2 BRE
presented to the carrying amount of its interests in associates DREZ HER
Associates not
China Able () EHEEE (i individually significant Total
YH#ERIER
HEDT i
2014 2013 2014 2013 2014 2013 2014 2013

E-mE Z3-=F  CE-ME “3--F  CE-MF  “3--F CE-PMF C5=F
HKS$'000 HK$ 000 HK$'000 HKS 1000 HK$000 HK$ 1000 HK$000 HK$ 000
T Tin T Tin T Tin T Fin

Summarised financialinformation BB ERHE
Opening net assets/(iabiites) REA-BE

at 1st Apri 4E/(8R)5E 486,105 472,826 16,781 17,361 15,093 (17,781) 518,879 472,406
Addiion of investment in TERBENA A

an associate - - - - - 43,151 - 43,151
Profti{oss) for the year KERER/ (BB 244,968 13273 287 (629) (29,126) (10,101 216,079 2543
Curency transktion diferences ~ E®ERZR (45,498) 6 3% 49 1,001 724 (44,179) 79
Closing net assets/(iabittes) SREE/(8F)3E 685,575 486,105 17,343 16,781 (12,132 15,993 690,786 518,879
Investments n associates MEEAARE
Carrying value EHEE 228,525 162,035 8,654 8373 - 12,184 21,179 182,592
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A SRR

22 Deferred income tax (liabilities)/assets 22 EEFBH (BE) EE

Deferred income tax assets and liabilities are offset when there g AA ARSI & E BB FTS T A &
is a legally enforceable right to offset current income tax assets W2 BVRR BT - ARE R — T
against current income tax liabilities and when the deferred B IE AR B il T RIE R B B stk it
income tax assets and liabilities relate to income taxed levied FTiSHi B E KEEASH & ERURATEE -

in the same taxation authority on either the taxable entity or Hih G T E B ER - BT
different taxable entities where there is an intention to settle the SREERAEH A BRK - HiHS5a
balances on a net basis. The offset amounts are as follows: S &

Consolidated

Fo
2014 2013
—E=—-F —ET—=F
HK$’000 HK$’000
FET FAT
Deferred income tax assets: FIEFTSTHEE ¢
— Deferred income tax assets to —BRT=EA’KE
be recovered after 12 months FIEFTISTHEE 12,129 12,733
— Deferred income tax assets to — R+ @A RKEZ
be recovered within 12 months RIEFTISTHEE 2,866 2,471
14,995 15,204
Deferred income tax liabilities: FIEFTSTALE ¢
— Deferred income tax liabilities to —BRt+ZER%BEEZ
be settled after 12 months RIEFTSTHBE (107,330) ©17)
Net deferred income tax RIEFTIS L
(liabilities)/assets (BB EBEFHE (92,335) 14,387
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e M HRRMEE

22 Deferred income tax (liabilities)/assets 22 EEFEBH (BE) EE (&)
(Continued)

The movements in net deferred income tax (liabilities)/assets are EEFTSH (BE) BEFELHWT
as follows:

Consolidated

=E

2014 2013

—E-mEF —E-=5F

HK$’000 HK$’000

FHER T

At 1st April HrmA—A 14,387 31,366

Charged to the consolidated ERirAEmET
income statement (Note 11) HBk (FFE11) (18,969) (15,050)
Acquisition of a subsidiary (Note 36(a)) L i — I ff BB 2 ) (88,839) —
(P 36(a))

Disposal of investment in a subsidiary HER—HRBARZIRE - (1,955)
Exchange differences PER =58 1,086 26
At 31st March R=A=+—H (92,335) 14,387
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A SRR

22 EEFEH (AE) EE (&)

22 Deferred income tax (liabilities)/assets

(Continued)

The movements in deferred income tax assets and liabilities RNERIBELEMEREERBE (W ET KR
during the year, without taking into consideration the offsetting —WBRERRAN ZERIEE) 2 ZH10
of balances within the same tax jurisdiction, are as follows: K

Deferred income tax assets:

BEREFRSHEE

Consolidated

e
Cumulative Decelerated

tax losses depreciation Total

ZEHMEER RIETE B

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

TEL TAL THL

At 1st April 2012 R-E——&mA—A 32,130 407 32,557
Charged to the consolidated ERGaEERT R

income statement (15,294) (122) (15,416)

Disposal of investment in a subsidiary HER—HNBARZRE (1,955) - (1,955)

Exchange differences BEHZEE 26 - 26

At 31st March 2013 W-_Z—=#=A=1+-H 14,907 305 15,212
Charged to the consolidated ERGABERT IR

income statement (174) (177) (351)

Exchange differences ERER 149 - 149

At 31st March 2014 RZF-—ME=A=1—H 14,882 128 15,010
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e M HRRMEE

22 EFEFTSHL(BE) EE (&)

22 Deferred income tax (liabilities)/assets
(Continued)

Deferred income tax liabilities: FRIEFTSTALE ¢

Consolidated
e
Investment ~ Withholding ~ Accelerated
property tax  depreciation Total
REME BHR  NEAE o
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT THET THx

At 1st April 2012 RZZE——FMA—H - (1,120) (71) (1,191)
Credited/(charged) to EREGAERRF

the consolidated income statement A/ (%) - 410 (44) 366
At 31st March 2013 R-E-=#=B=+-H - (710) (115) (825)
Charged to the consolidated BRRABEERTIR

income statement (18,256) (333) (29) (18,618)
Acquisition of a subsidiary YebE —FAMT B2 7 (3£ 36())

(Note 36(a)) (88,839) - - (88,839)
Exchange differences ERER 937 - - 937
At 31st March 2014 R-E-mE=R=+-H (106,158) (1,043) (144)  (107,345)

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 2014, the deferred income tax assets recognised from
tax loss of approximately HK$6,098,000 (2013: HK$7,333,000)
can be carried forward indefinitely. The remaining tax losses of
approximately HK$8,784,000 (2013: HK$7,574,000) will expire
in five years from the year they were incurred.

The VSC Group did not recognise deferred income tax assets
of approximately HK$417,000 (2013: HK$421,000) in respect
of tax losses amounting to approximately HK$2,528,000 (2013:
HK$2,550,000) that can be carried forward indefinitely to offset
against future taxable income.

Deferred income tax liabilities of approximately HK$236,000
(2013: HK$1,383,000) have not been recognised for the
withholding tax that would be payable on the unremitted
earnings of certain subsidiaries, as management currently has
no intention to remit those earnings.

EEFEREEDEERBEREHSEBR
o FR ot ik K BAIR M LT AL B 2 R B ES1E(E
"R - N-—ZE—NE=A=+—8 23
TH B 1R TERR < IR FE P 15 5 & EE 49 6,098,000
BT (ZZT—=4 : 7,333,000/8 7T ) 0] LA
MRERZEEE - 82 T 2 BiTH/E 18 498,784,000 7
TT(ZZT—=4 : 7,574,000 7)) B REL
FEEBERAFRRY °

B8 S & B E 3 42,528,000/8 L (==
—=4F : 2,550,000/ 7T ) Z FIB B HERL
417,000/ 7L (ZF — =4 : 421,000 7% 7T )
IR HEAE @ 2o BRI ERBEE
LA SH AR SR ERBIURA o

WERE THEBRARZ R IREF 2 ERS
AN AER4236,0008 T (=T — =4 :
1,883,000/ ) ZIBLEFSTLAE - BAE
BEENESDRLSAT -
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rE B HRAR MR

23 Available-for-sale financial asset 23. At HHECHBEE

Consolidated

=Ee

2014 2013

—E—F —T—=fF

HK$’°000 HK$’'000

FHx FAT

At 1st April REUA—H 255 445

Addition NE 63 -
Change in fair value (Note 34) N EEZE (K15E34) (35) (190)

At 31st March R=A=+—8H 283 255
Available-for-sale financial asset, which is stated at fair value BAFEEYRY S THENHEEZ
and denominated in HKS, represents shares listed on The Stock WEEE  ERBBHAERSFIER AR £

Exchange of Hong Kong Limited. 2B e
24 Derivative financial instruments 24. TEEMITE

Consolidated

RE
2014 2013
—E—mEF —E—=F
Assets Liabilities Assets Liabilities
BE afE BE BfE

HK$’000 HK$’000 HK$’000 HK$’000
FExT FExT THTT TR

Forward foreign exchange contracts & HiSNEA 47

— held for trading —REEEERS - (912) 1,059 =
The credit quality of derivative assets has been assessed with MEBREZEEER2ZHM@I A AT
reference to historical information about the counterparty B R 2 BRETHE - BB BT
default rates. The existing counterparties do not have defaults in WHREL o
the past.
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Notes to the Consolidated Financial Statements

e B HmRM

Derivative financial instruments 24 fTHE SR T A (48)
(Continued)
The total notional principal amount of the outstanding RIZE-—MFE=A=+—H ' HEEHINE
forward foreign exchange contracts at 31st March 2014 was B H 7 HERE AN B A #919,000,000 € 7T
approximately US$19,000,000 (2013: US$44,000,000). Net fair (: & —=4F : 44,000,00037T) o ANFEF -
value change on forward foreign exchange contracts during the RESNESH 2 AT EEFEZHCNGREE
year was recognised in “other gains — net” in the consolidated k| s — 55 P ER - RIREER
income statement. The settlement date of the last instalment is BT —RFt+tAZ+ZH(ZZE—=%F":
22nd October 2015 (2013: 27th May 2014). —E—FRA=-++tH)-
Inventories 25 78
Consolidated
RE
2014 2013
—E—-mEF —E—=F
HK$’000 HK$'000
FHET FHET
Finished goods el 332,993 365,717

The costs of inventories recognised as expenses and included
in “cost of sales” in the consolidated income statement
amounted to approximately HK$3,477,956,000 (2013:
HK$3,407,400,000).

#493,477,956,000/% t( — T — =
3,407,400,00078 7T ) 2 TF &R AN E TR 7‘5&
i WEFFALZAEBER Z[HERA F -
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26 Trade and bill receivables and loan 26 EWRARAREEREWRER
receivable
(@) Trade and bill receivables (a) EWERRREE

Consolidated

RE
2014 2013
—E—mEF —E—=F
HK$’000 HK$’'000
FHET FAT
Trade and bill receivables FEUR AR TN R ZE 4
— from third parties —REE=H 414,185 419,951
— from an associate —k e —EEE A A - 10,780
Less: Provision for impairment R FEWERFUR B
of trade receivables (8,830) (7,241)
Trade and bill receivables, net EURER K R 1% - FER 405,355 423,490
Sales are either covered by letters of credit or open HEH U EABKEEER 2R
account with credit terms of 15-90 days. NETT EEH-—BNF15290HT
E
Ageing analysis of trade and bill receivables by invoice FEWBR T R EEREREHH 2 BRIk
date is as follows: DI :
Consolidated
wE
2014 2013
—E-mEF —E-=5F
HK$’000 HK$’000
FET FAT
0 to 60 days 0—60H 343,788 359,418
61 to 120 days 61—120H 33,386 37,394
121 to 180 days 121—180 H 10,135 19,451
181 to 365 days 181—365H 15,659 7,279
Over 365 days HiE 365 H 11,217 7,189
414,185 430,731
Less: Provision for impairment B EWERFUR B A
of trade receivables (8,830) (7,241)
405,355 423,490
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26 Trade and bill receivables and loan

receivable (Continued)

(a) Trade and bill receivables (Continued)

As at 31st March 2014, trade and bill receivables of
approximately HK$311,629,000 (2013: HK$333,706,000)
were fully performing and were from customers with no

history of default.

e B HmRM

26 FEWERR
(#8)

(a) EBUHRARKRRE (&)

ARRERERER

Movements on the provision for impairment of trade

receivables are as follows:

R-ZE—WF=A=+—H " EKE
R EHE#)311,629,000 BT ( —F
— =4F : 333,706,00078 7T ) & B EE
HEREBEHRCDEZEF o

FEYSRIR 2 BB EE T

Consolidated

we
2014 2013
—E-mF —E—=F
HK$’000 HK$'000
FHET FHTT
At 1st April E/\E H—H 7,241 6,179
Provision for impairment recognised in RIFEBmERTPERZ
the consolidated income statement, ﬂ@%ﬁﬁ R R (MEET)
net (Note 7) 1,883 2,212
Write-off of provision for impairment W SH R ([E 7 (385) (1,173)
Exchange differences M ZEHE 91 23
At 31st March R=A=+—H 8,830 7,241
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RE MR R AR MR

26 Trade and bill receivables and loan

receivable (Continued)

(a) Trade and bill receivables (Continued)

As at 31st March 2014, trade receivables of approximately
HK$8,830,000 (2013: HK$7,241,000) were impaired and
fully provided for. The amount of provision recovered in
the consolidated income statement during the year was
approximately HK$1,798,000 (2013: HK$434,000). The
ageing analysis of these receivables is as follows:

26 BUWRRERERERER
(&)

(a) EWERRRERE (&)

R-_ZE—MFE=A=+—H ' EBRE
X 498,830,000/ L (= F — = F :
7,241,000 B L) B 1ERE K& 2 &
- ANEE  BREABSEEPIRE
2 BE £ 541,798,000 T( ==
— =4 : 434,000 7T) ° & F R
KRB DITAOT ¢

Consolidated

mE
2014 2013
—E—-mEF ==
HK$’000 HK$’000
FET FAT
0 to 60 days 0—60H 300 26
61 to 120 days 61—120H - -
121 to 180 days 121—180 H 1,012 34
181 to 365 days 181—365 H 427 372
Over 365 days A 365 H 7,091 6,809
8,830 7,241

The ageing analysis of trade receivables past due but not
impaired (based on due date) is as follows:

BB IR RAE (REEIHA) 2 kK
BRI I -

Consolidated

wE
2014 2013
—E2-mF —T—=F
HK$’000 HK$’000
FHERT FHTT
0 to 60 days 0—60H 68,044 58,991
61 to 120 days 61—120H 9,076 16,708
121 to 180 days 121—180 H 10,701 18,309
181 to 365 days 181—365 H 5,737 772
Over 365 days BB 365 H 168 4
93,726 89,784
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26 Trade and bill receivables and loan 26 EUWRREEEBREVRER

receivable (Continued) (#8)

(a) Trade and bill receivables (Continued) (a) BUWERRKREE (&)
The carrying amounts of net trade and bill receivables R FEW AR R SRR 2 AR S B B H RN
approximated to their fair values as at 31st March 2013 —E—=ERZTMF=R=+—
and 2014. HZ ATFEERES -
The carrying amounts of trade and bill receivables were EWRER R ER 2 RMES U TIE
denominated in the following currencies: BETE -

Consolidated

we
2014 2013
—E—EF —T—=4F
HK$’000 HK$’000
FET FHBIT
RMB AR 160,953 183,370
HK$ BIT 241,898 233,866
US$ X7 11,334 13,495
414,185 430,731

(b) Loan receivable (b) BRER

Consolidated

we
2014 2013
—E-mF —E—=F
HK$’000 HK$'000
FHER FAT
Loan receivable JEH &R 19,000 19,000
Less: Provision for impairment B B (19,000) -
- 19,000
The loan receivable was interest-free and secured by EWE R TI Tt B RAERAFES
certain equity interest and loan receivable owned by the B T AR AN 2 % P W B SRR AR o
borrower. Provision for impairment of HK$19,000,000 AEWKRER AT K ESEERERT
(2013: Nil) has been made due to the recoverable amount BE - E LR E R 19,000,000 7
of loan receivable is below its carrying values. T(ZE—=F : ) -
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27 ANFIE - REFKHEMEWR

27 Prepayments, deposits and other

receivables

e
TA

Consolidated

ma
2014 2013
—ZT—-NF —T—=F
HK$’000 HK$’000
FER FAT
Prepayment for leasehold improvement THEMREFIETENTHRIE 16,028 -
Prepayments for purchases and services TR ERHE K AR 7S 500E 98,244 97,407
Rental and other deposits e REMES 11,227 6,933
Value-added tax recoverable ALY Bl {E R 8,278 4,412
Others Hh 12,548 9,073
146,325 117,825
Less: Provision for impairment B BB (13,180) -
133,145 117,825
Less: Non-current o IEE (26,335) =
Current = H 106,810 117,825

BRI E At fE U BR SRy T Uk Bl & BB IR A HLBR T (B
& » e RERE 13,180,000 8L (==
—=F )

Provision for impairment of HK$13,180,000 (2013: Nil) has
been made mainly due to default that the recoverable amounts
of other receivables are below their carrying values.

TENFIE « i2E REAERERR Z BRE S8
BER T —=FR T JNF=F=+—
Bz AV EERE - BAKE - ke REM
FEUBRFUA MY EEEEHE

The carrying amounts of prepayments, deposits and other
receivables approximated to their fair values as at 31st March
2013 and 2014. They were denominated in the following

currencies:
Consolidated
wae

2014 2013
—ZT—-mF —T—=F
HK$’000 HK$’000
FHExT FABIT
RMB AR 114,482 95,013
HKS$ BIT 16,584 20,861
Us$ E7T 2,079 1,351
EUR ¢ - 600
133,145 117,825
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28 Pledged bank deposits/Cash and cash 28 BIRIFRITER HERRS

equivalents B8
Consolidated Company
wE AR FH
2014 2013 2014 2013

—E-mF —T—=F ZT—NF —_T—=F
HK$’000 HK$'000  HK$’000 HK$’000
FET FAET FET FET

Cash on hand FERE 200 230 - -
Cash at bank RITIER 370,328 460,173 361 8,928
Short-term bank deposits 5HASRITIE R 39,458 97,428 10,473 12,050
409,986 557,831 10,834 20,978

Less: Pledged bank deposits A EERIRITER (39,458) (97,428) (10,473) (12,050)
Cash and cash equivalents ReRRSEE 370,528 460,403 361 8,928
Pledged bank deposits and cash and cash equivalents were CIRERITER RE S RIBSEEIUATNIE
denominated in the following currencies: e

Consolidated Company

we A 7]
2014 2013 2014 2013

—F-mE ZT=F —B-NF T =F
HK$000  HK$'000  HK$'000  HK$000
TRz TET Tz TET

HK$ BIT 218,720 356,722 359 8,722
RMB AR 164,379 152,618 - -
us$ =TT 26,831 48,397 10,475 12,256
Others Hith 56 94 - -

409,986 557,831 10,834 20,978
The carrying amounts of pledged bank deposits and cash and BEAETEIRESRRSCEBEER
cash equivalents approximated to their fair values as at 31st SHEAER T =FF _FT—NF=H
March 2013 and 2014. =t+—HZAFEERES -
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RE MR R AR MR

28 Pledged bank deposits/Cash and cash

29

equivalents (Continued)

The effective interest rate on the bank deposit is 1.15% (2013:
0.67%) per annum. These deposits have an average maturity of
30 days (2013: 28 days).

As at 31st March 2013 and 2014, the VSC Group’s bank
deposits were pledged as collateral for the VSC Group’s bank
borrowings and banking facilities (Note 31).

As at 31st March 2014, pledged bank deposits and cash and
bank deposits totalling approximately HK$164,379,000 (2013:
HK$152,618,000) 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 with credit period.

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

28 CIKHBTER BREREAS

29

ZFE (&)

BITGERZEBRIEETF115%(=F
—=F :0.67%) c ZE5GFHHFHEIEHBE
B=TH(CZZE—=F:=1+/\H) -

R-T—=Fp-_T-WE=A=+—0"
BIEE KB RITEHRCAER - (FREIR
ERERTERERRITRE ZE R (HEE

R-T—NF=A=+—8 ' BEEFETEF
FARIR & K R1T17 204 ££49 164,379,000
BIL(ZZT—=4F : 152,618,000/ %) AA
REHE - ZEBU T ERBEMSERL
# o MEEERFBRARRITEE °

BNERRRERE
SR 2 IR A S AR R AR
ZRERRT -

FERTER R R RIB R IR T B B2 BRie D AT 40
i

Consolidated

mE
2014 2013
—E—mEF —E-=5F
HK$’000 HK$’000
FET FAT
0 to 60 days 0—60H 76,070 338,983
61 to 120 days 61—120 H 3,526 175
121 to 180 days 121—180 H 63 314
181 to 365 days 181—365 H 3 363
Over 365 days B8 365 H 366 306
80,028 340,141
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29 Trade and bill payables (Continued) 29 BERERFREEE (&)
The carrying amounts of trade and bill payables approximated EAEREEEZ REeHEEEN T —=
to their fair values as at 31st March 2013 and 2014. They were FR-_F-—NMF=/=+—HZAFEER
denominated in the following currencies: A o BRNRREERBATIIEBE

Consolidated

we

2014 2013
—ZT—F —F—=F
HK$°000 HK$’000
FET FHBIT
RMB AR 48,097 94,822
US$ ET 26,966 238,745
HK$ BIT 4,965 6,574
80,028 340,141

30 Accrued liabilities and other payables 30 ExtEEREMENERR

Consolidated Company

we AT

2014 2013 2014 2013

—E-mF —T—=F —ET—NmNF —T—=F
HK$°000 HK$'000  HK$’000 HK$’000
FExT FAT FET FHBT

Accrual for employee benefit fEEHRERAIX
expenses 20,383 18,953 103 70
Accrual for operating expenses FERT &S 31,838 22,978 - =
Rental deposits received BWHERe 6,874 = - =
Value-added tax payables FERHEER 1,301 1,925 - —
Provision for onerous contracts BERZY 2 BE - 4,000 - =
(Note 6) (Pf3ES)
60,396 47,856 103 70
Less: Non-current & EEER (4,990) - - -
Current =4 55,406 47,856 103 70

Annual Report 2013/14 | —E—=/—I&E i 147



Notes to the Consolidated Financial Statements

=
:%/T\ A B

30 Accrued liabilities and other payables

31

BF RS AR M AL

30 BErREREMEMNRNK (E)

(Continued)

The carrying amounts of accrued liabilities and other payables E‘l‘%ﬁ&ﬁﬁﬁﬁgﬁﬁﬁmzﬁﬁﬁﬁﬁ HER
approximated to their fair values as at 31st March 2013 and R =FRZTENF=A=1— Z&
2014. FEEES

They were denominated in the following currencies:

st BB R EAMENRFUA T EHBEHE

Consolidated Company
RE PIN/NE|
2014 2013 2014 2013

—EB-mFE —T=F —T-HmE —T-=F
HK$000  HK$'000  HK$000  HK$'000
TR TAT TR THT

RMB AR 30,334 20,571 - -
HKS BT 30,062 27,285 103 70
60,396 47,856 103 70
Borrowings 31 B8
Consolidated
=e
2014 2013
—E—mEF —E—=F
HK$’000 HK$’'000
FET FAT
Current =gt
— Trust receipts bank loans, secured —ErEMIRIRTTER
(Note i) BHEA ( Ffﬁz i) 763,936 482,755
— Short-term bank loans —RHIRITE K 242,307 92,157
— Portion of mortgage loan from bank ——iﬁﬂ@]ﬁﬂ%ﬁ%ﬁﬁﬁ
due for repayment within one year B E R ISR 2 2B 2,373 2,350
which contains a repayment of IRITIZIBE R (KEi)
demand clause (Note i)
— Portion of mortgage loan from bank due ~ ——4 & Z|HFfA
after one year which contains a BB R 2 8
repayment on demand clause (Note ii) IRITIZBE R (KEi) 1,395 3,768
1,010,011 581,030
Non-current FEE B
— Long term bank loan, secured (Note iii) —REIRITER
B HEAR (=) 561,595 -
Total borrowings [Ep=fksl 1,571,606 581,030
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31 Borrowings (Continued)

Note i:  The trust receipts bank loans are secured by the pledge of
the VSC Group’s bank deposits of HK$26,408,000 (2013:
HK$97,428,000) (Note 28).

Note ii:  The mortgage loan from bank is secured by the pledge of
the VSC Group’s investment property of HK$22,000,000
(2013: HK$22,000,000) (Note 16).

Note ii:  The long term bank loan is secured by the pledge of the
VSC Group’s investment property of HK$983,580,000
(2013: Nil) (Note 16) and bank deposits of
HK$13,050,000 (2013: Nil) (Note 28).

The maturity of VSC Group’s borrowings in accordance with
the repayment schedule, without taking into account of the
repayment on demand clause:

e B HmRM

31 B8 (&)

MiaEi: EERIERTERHBIEESEEF
3 7 $R171F 7% 26,408,000/ 7T (=&
— =4 : 97,428,000 7T ) {EHE3E (Bt 5
28) °

MizEii : SRITIRIBERABIEE £ B E (EHK T
Z 18BN % 22,000,000 (2 —=
£ 22,000,0008 D) EE AR (FT5E16) ©

BizEii - REARITEFABIEESEEER
1 2 4% & ¥ % 983,580,000 It (=
T— =4 &)(KfizE16) RIRITER
13,050,000 70 (=T — =4 &) (M
+E28) R -

BIEEEEREE 2 H A THERERERE
=& WEE B AR EE K -

Consolidated

o)
2014 2013
—E-lmF —E—=F
HK$’000 HK$'000
FERT FAT
Within one year 1FR 1,008,616 577,262
Between one and two years 1524 1,395 2,380
Between two and five years 2FEHE 561,595 1,388
1,571,606 581,030
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31 Borrowings (Continued)

Borrowings were denominated in the following currencies:

31 BE (&)
EEUTEEE :

Consolidated

e

2014 2013
—B-MF —ET-=F
HK$’000 HK$’000
TR TAT
HK$S BT 1,136,796 485,063
RMB AR® 112,607 92,157
us$ e 322,203 3,810
1,571,606 581,030

The effective interest rates of borrowings (per annum) at the RIPER » EBZERIR(EFE)MT :

reporting dates are as follows:

2014 2013
—EF-nmF —ET-=F
RMB ARE 7.1% 8.4%
HK$ BT 3.0% 2.0%
us$ XL 0.5% 0.5%

All the VSC Group’s borrowings as at 31st March 2013 and
2014 are on floating rate basis and the carrying amounts of the
borrowings approximated to their fair values.

The VSC Group has the following floating rate undrawn
borrowing facilities:

R_B—=FfR-F-NF=H=+—8 "
FE?J\IE%%%Zﬁﬁ*ﬁ%%ﬂﬁ?f?ﬁﬂwéﬁ%&
BEZ RS EELNHEERE

BIEEEEB U T RENZZEEERE

Consolidated

=a
2014 2013
—E—lmF —E—=F
HK$’000 HK$'000
FET FHT
— expiring within one year ——FREE 149,831 7,820
— expiring beyond one year — —F1& 55 1,037,549 921,440
1,187,380 929,260
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32 Share capital

e B HmRM

32 |
Authorised Issued and fully paid
(Ordinary shares of (Ordinary shares of
HK$0.10 each) HK$0.10 each)
EE ERITRAZE

(BR0.10BT2EEBR) (BKR0.10BTZEBR)

Number of Nominal Number of Nominal

shares value shares Value
R EE HE ROHE HE
‘000 HK$’000 ‘000 HK$'000
T FAT TFh FAT
At 31st March 2012 RZE——F=H
=+—H 1,000,000 100,000 414,128 41,413
Share repurchased and cancelled & & s 5%

(Note) (BfF5E) = = (1,450) (145)
Exercise of share options 1TERE AR - - 1,090 109
At 31st March 2013 RZE—=%F

=A=+—H 1,000,000 100,000 413,768 41,377
Share repurchased and cancelled 88 [0] & 5t $5R% (7

(Note) (B &E) = = (1,126) (113)
Exercise of share options TR RE R - - 5,059 506
At 31st March 2014 RZZE—F

=A=+—H 1,000,000 100,000 417,701 41,770
Note: GEE

During the year, the Company repurchased an aggregate of
1,126,000 (2013: 1,450,000) ordinary shares of HK$0.10 each
(2013: HK$0.10 each) at average repurchase price of HK$1.16
(2013: HK$0.81) per ordinary share. The repurchased shares
were cancelled and accordingly the issued share capital of the
Company was reduced by the nominal value of these shares. The
premium paid on the repurchase of the shares of HK$1,193,000
(2013: HK$1,030,000) was charged to share premium. An
amount equivalent to the repurchase price of the shares cancelled
of HK$1,306,000 (2013: HK$1,175,000) was transferred from
retained earnings to the capital redemption reserve.

REE AARKEFHELRESRYL BR
1168 (=T —=F:0818x) EBE
$1,126,000% ( == — = 4 : 1,450,000 % )
BREEAET(ZE—=F : FRO0.10/
T) ZEER - BERMBWESE - BEAAR
BETRAE IR ZER D 2 EE - BEE
BEAD B AT Z 518 1,193,000/8 T (— B — =4 :
1,030,000 47T REX D B HIBR - HERE
FEEHAR 19 BB BB 2 — £ 5/38 1,306,000 7 7T (=
T—=1F : 1,175,000/ 7T) E B R B A F|EE
ERATER R
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33 Share options 33 B

The VSC Group has a share option scheme under which it
may grant options to any person being an employee, agent,
consultant or representative (including executive directors
and non-executive directors) of the VSC Group to subscribe
for shares in the Company, subject to a maximum of 30% of
the issued share capital of the Company from time to time,
excluding for 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.
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AR AR LERE R HEREH AR ST
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33

Share options (Continued)

Notes to the Consolidated Financial Statements

=
o)

33 B ()

B A AR ML

Movements of share options were as follows: BIESAT -
Exercise Asat Asat
price per 1st April 31st March
Date of grant Exercise period share 2013 Granted Lapsed Exercised 2014
RZE-=F RZF-mE
i ag=k i BRITEE MA—A &¥ KR Bfiff ZA=1-H
HK$ '000 '000 '000 '000 '000
AL i i i i i
17th December 2013 17th December 2013 to 1.8 - 300 - - 300
ZE-=Et-AttH 16th December 2023
“T-=F+-A+tRZ
ZRZ=FTZA1rA
27th November 2013 27th November 2013 to 1.3 - 8,400 (600) - 7,900
T-=%1t-A-ttH 26th November 2023
o sy e =
I S S WA=
16th November 2012 16th November 2012 to 0.67 7,240 - (300) (460) 6,480
S e RN 15th November 2022
I WA
“Z-Z%1t-AtEHA
7th September 2012 1st August 2014 to 31st 0.49 3,815 - - - 3,815
“T--EnAtA July 2016
ZZ-MENA-RE
ZZ—rEtA=1-H
1st August 2011 1st August 2013 to 0.692 3,815 - - (8,815) -
—2—%/\R-A 31st July 2015
—Z-=5\f-HE
“E-REtA=T-H
13th October 2009 18th October 2009 to 0.504 16,500 - - - 16,500
ZZENETATZR 12th October 2019
ZZTNETATEHE
“Z-NETATZH
18th September 2009 18th September 2011 to 0.586 334 - - (167) 167
“EENENATNR 17th September 2019

“F—&AATN\AE
“T-NENRTER
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Share options (Continued)

33 EAE (E)

Exercise As at As at
price per 1st April 31st March
Date of grant Exercise period share 2013 Granted Lapsed Exercised 2014
RZT-—=% RZE-ME
RTHS {7l BIR1IEE mA—A g %k Bif =A=1-H
HK$ '000 '000 '000 '000 '000
AT i i i i i
18th September 2009 18th September 2012 to 0.586 335 - - (167) 168
“ZENENATNR 17th September 2019
ZZ-ZENRTN\EE
“Z-NFNATEA
18th September 2009 18th September 2013 to 0.586 667 - - (250) 417
ZEZNENRTAR 17th September 2019
“Z-=FNAT/\RE
“Z-NENATER
19th June 2008 19th June 2008 to 18th 0.780 3,000 - - - 3,000
T \E~AthA June 2018
ZZTN\ERATNAZE
—E2-\E:ATN\R
13th September 2006 13th September 2007 to 0.900 2,000 - - (200) 1,800
T ENATEH 12th September 2016
“ZTHENATEHE
Z2-~ENnATZA
19th September 2003 19th September 2005 to 1.418 1,300 - (1,300) - -
ZEZ=EnANA 18th September 2013
ZTRENATAEE
2-=FnA+NR
7th May 2003 7th May 2005 to 0.970 500 - (600) = =
ZZT-FRAtH 6th May 2013
“TRRERALAR
“ZE2-=%1A5A
2nd May 2003 2nd May 2003 to 0.980 1,000 - (1,000) - -
—“ZZ=FRR-A 1st May 2013
“TZ-FHACAZE
“2--%nA-A
40,506 8,700 (3,600) (5,059) 40,547
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33 Share options (Continued) 33 B (&)
Options exercised in current year resulted in 5,060,000 shares NEZITEERESBURINETHEGTR
(2013: 1,090,000 shares) being issued at a weighted average 0.69/8 T (=T —=% : BR0.63%7T)E1T
exercise price of HK$0.69 each (2013: HK$0.63 each). The 5,060,000 f&fxfn (=& —=%: 1,090,000
related weighted average share price at the time of exercise was AR (7)) o 77150 f AR AR RS 2 78 A N ¥ AR
HK$ 1.17 (2013: HK$ 0.92) per share. BABRIA7TET(ZE—=F:092%
TT) ©
The fair value of options granted was determined by the ERHERE AT EERRESEE IR
directors based on the valuations assessed by independent, B L ERGERMRA =B R 2
professionally qualified valuers, using the Trinomial Model. BET - G AZEA  SEHBEEREKRE A
The significant inputs into the model were share price at the HARR(E « 17fE(8 - TEEHES RAKRBERX -
grant date, exercise price, expected exit rate of employees T{EREARRE 2 hat iR 3B - BT H
and representatives, estimated trigger price of exercising of R BRIRERRFEERREEX o KIER
option, expected life of options, expected dividend payout B 4500 = 520 & 2 B EAE A S B R B Fi st
rate and annual risk-free rate. The volatility measured is based DITETE ©
on statistical analysis of daily share prices over a period of
approximately 500 — 520 weeks.
34 Reserves 34 f#iE
Consolidated
e
Cumulative
foreign
Share Share Capital Investment  currency
premium option redemption  Statutory Capital  revaluation ~translation  Retained
reseve  resenve  reserves” reserve reserve adjustments  eamings Total
FivE ANEE REEE
Rir%E B BEY ZRERY EAEE HE  ENXRE  REEM g
HKS$000  HK$'000 HK$000  HK§000  HK$'000  HKS000  HK$000  HK$'000  HK$'000
Tér  TAr  TEr  TEr  Tér  TEr  TEr  TEr  TEn
At 1st Apri 2012 R-Z-——FmA-A 338,005 5,886 17,203 13,431 58,355 147 37,451 87,016 617,494
Profit for the year EREH = - - - - - - TI0 71600
Qurrency translation differences EHELEE - - - - - - 998 - 998
Change in fa value of AHHE ZBEE
avaiable-for-sale financial asset LATEES - - - - - (190) - - (190)
Transfer from retained eamings BRERERA - - - 425 - - - 425) -
Loss on control o subsidiaries REMERA 2 FrrlHE - - - - - - (14689 - (1489
Share repurchased and cancelled EERFHRD (1,030) - 1,175 - - - - (117 (1,090
Exercise of share options ek 827 (252) - - - - - - 575
Lapse of share options Rz - {13 - - - - - 1,735 -
Share option scheme - value of senvices  EEFIETE - R EE - 248 - - - - - - 248
Dividends paid to eqity holders ENARARE
of the Company FRAZRE - - - - - - - (16979 (16979)
At 31st March 2013 RZE-ZF=A=1-H 337802 6,647 78,378 13,856 58,355 43) 36,90 141,772 673,747
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34 Reserves (Continued) 34 f#fE (&)
Consolidated
&4
Cumulative
foreign
Share Share  Capital Investment  currency

premium option redemption  Statutory ~ Capital revaluation translation  Retained
reserve reserve reserves®  reserve  reserveadjustments  earnings Total
BhRE E4RE REER Rt
REE s REY EEREY ERBE fife EXWE REEA an
HK$000 HK$'000 HK$000 HK$000 HKS000 HKS'000 HKS000 HKS'000  HK$'000
Tén TER TEn  TEr TEx  TEr TEn  TEr TR

At 1st April 2013 RZE—=EMmA—A 337,802 6,647 78,378 13,856 58,355 43 3690 141,772 673,747
Proft for the year R - - - - - - - 103,708 103,708
Qurrency translation differences ERELEH - - - - - - (443 - (44%)
Realisation of currency translation REEBELNF

differences on disposal of TERERER

an associate =8 - - - - - - (18,360 - (18,360)
Fair value change of avallable-for-sale ~ EHE 217

financial asset BECATERERS - - - - - (35) - - (35)
Transfer from retained eamings ERRRAET - - - 450 - - - (450) -
Share repurchased and cancelled BERFHERD (1,193) - 1,306 - - - - (1,308 (1,199)
Exercise of share options TEERE 397 (1,0%9) - - - - - - 2,964
Lapse of share options K ERE - (608) - - - - - 608 -
Share option scheme - value of senices B RRiEzHEl - RIS E(E - 763 - - - - - - 763

Change in ownership interest in WBARELERRE

subsidiary without change of control - - - (3449) - - - 11590 814
Dividends paid to equity holders BAAARIRE
of the Company FEAZRE - - - - - - - (2581 (2587)
At 31st March 2014 RZZ-WF
=A=1-A 340606 5760 79684 10857 58,355 (78) 14184 230,045 730422
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34 Reserves (Continued) 34 f#& (&)
Company
/NG|
Share Capital
Share option  redemption  Contributed Retained

premium reserve reserve surplus eamings Total
BkiE  EAEE

BRAEE [#HE B0 BARRD  RERM s

HK$000  HK§000  HK$O00  HK$000  HK$000  HK$'000
TAL TAL TAL TAT TAT TAT

At 1st April 2012 RoE——f

mA—H 338,005 5,886 77,203 53,986 20,054 495,134
Profit for the year FERA - - - - 13,692 13,692
Share repurchased and cancelled B0 R R (1,030) - 1,175 - (1,175) (1,030)
Exercise of share options 1Tl Rk 827 (252) - - - 575
Lapse of share options KA R - (1,735) - - 1,735 -
Share option scheme B2

~ value of services —R%ERE - 2,748 - - - 2,748

Dividends paid BERRE - - - - (16,979) (16,979)
At 31st March 2013 R_E—=F 337,802 6,647 78,378 53,986 17,327 494,140

=A=1+—H
Profit for the year FEEF - - - - 31,181 31,181
Share repurchased and cancelled BE R R (1,193) - 1,306 - (1,306) (1,193)
Exercise of share options 1Tl BB 3,097 (1,033) - - - 2,964
Lapse of share options Kbz R - (608) - - 608 -
Share option scheme B2

—value of services —R%EE - 763 - - - 763

Dividends paid BRRE - - - - (25,877)  (25,877)
At 31st March 2014 RZZ—MF

=A=+—H 340,606 5,769 79,684 53,986 21,933 501,978

Annual Report 2013/14 | —E—=/—IEFif 157



Notes to the Consolidated Financial Statements

e MR R AR MR

34 Reserves (Continued)

Notes:

(i)

(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.

In addition to the retained earnings, under the Companies
Act 1981 of Bermuda (as amended), contributed surplus
is also available for distribution to shareholders. However,
the Company cannot declare or pay a dividend, or make a
distribution out of contributed surplus if () the Company is,
or would after the payment be, unable to pay its liabilities as
they become due; or (i) the realisable value of the Company’s
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.
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35 KEBERER
MRS R ERE S (FrA) ELE IR

35 Consolidated statement of cash flows

(@ Reconciliation of profit before income tax to net cash (@)

(used in)/generated from operations is as follows:

SFEHRAD

2014 2013
—E-mEF —E-=F
HK$’000 HK$’000
FiEx FAT
Profit before income tax BRAT A& Al 149,356 100,815
Share of profit of investments FE(G LARERR A
accounted for using equity AR Z&& & 7F
method — net — 55 (69,580) (3,529)
Interest income A BUA (2,617) (1,412)
Interest expenses FEXZH 37,252 21,499
Depreciation of property, plant M BMEREBITE
and equipment 4,658 51568
Gain on disposals of property, HEYE « BE&EE
plant and equipment pdl gy (252) (566)
Amortisation of intangible assets B EERTHERE
and land use rights S 1,229 795
Fair value gain on an investment property ~ —IBREMEZ A FEBEK (73,022) -
Loss on disposal of investment HER—TENBRARIZIEEZ
in a subsidiary BB - 2,448
Gain on deemed disposal of BIEHER—HERBARZ
investment in a subsidiary BE 2 e - (1,354)
Provision for impairment on amount JiE W — Pl Bt 2 A B RU(E B
due from an associate 30,759 8,000
Provision for impairment of loan B R E bR ERTOR B
and other receivables 32,180 -
Change in fair values of derivative TESBMTAZ AT EES
financial instruments 1,971 (430)
Share option scheme - value of services ~ BBAHERT 3] — FRISEE 763 2,748
Operating profit before working BB S EER S RT
capital changes 112,697 134,567
Decrease in inventories FERD 32,724 31,141
Decrease in trade and bill receivables EWER A R E R R 22,423 140,486
Increase in prepayments, deposits A - e REAER
and other receivables BRFIE AN (28,500) (1,216)
Increase in amounts FEUSE & A I3 N
due from associates (986) (2,495)
(Decrease)/increase in trade and bill JETBRR R E IR
payables R4 /s (258,044) 166
Decrease in receipts in advance TAURIE R (5,888) (14,314)
(Decrease)/increase in accrued et B R R E A ER AR
liabilities and other payables R/t (3,852) 11,428
Net cash (used in)/generated e (A EEZ
from operations &3 (129,426) 299,753
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35 Consolidated statement of cash flows
(Continued)

(b) In the consolidated statement of cash flows, proceeds
from disposals of property, plant and equipment

35 GERERER(E)

REZERETRERT  HEWE K

R FEZ SRIAEYE

comprise:
2014 2013
—E—mEF —E—=F
HK$’000 HK$’'000
FET FAT
Net book amount AR RE 114 37
Gain on disposals of property, HEME - BEMEEZ
plant and equipment Wiz 252 566
Proceeds from disposals of HEME - BEMEEZ
property, plant and equipment Frf8 508 366 603

(c) In the consolidated statement of cash flows, proceeds
from disposal of investment in a subsidiary comprise:

%

mealfenBRt  HER—HH
J% BZREZFSHIARSE

r

2014 2013

—B-mEF —T—=F

HK$’000 HK$’'000

FET FAT

Net assets disposed HEZEEFHE - 5,957

Loss on disposal of investment HER—FNBARIZIRE

in a subsidiary 2 [EE - (2,448)
Cash consideration received Bz BHERE - 3,509
On 12th July 2012, the VSC Group disposed of its RZEBE——FtA+_-_H BIEES

100% equity interest in VSC Steel (Shenzhen) Co., Ltd.,
a subsidiary which was engaged in stockholding and
trading of steel in Mainland China, at a cash consideration
of RMB2,900,000 (equivalent to approximately
HK$3,509,000) to a former management of the
subsidiary.
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36 Significant business combination

For the year ended 31st March 2014

On 12th October 2013, the VSC Group and China
Travel Service (Holdings) Hong Kong Ltd. (“CTS”), an
independent third party, entered into the Sale and Purchase
Agreement, pursuant to which the VSC Group acquired
100% of the issued share capital of Eastlink Investment
International Inc. (“Eastlink”), at a consideration of
approximately RMB708,000,000 (equivalent to approximately
HK$903,0832,000). The goodwill of approximately
HK$57,743,000 is primarily attributable to economies of scale
expected from combining the operations of the VSC Group. The
acquisition was completed on 10th December 2013.

The following table summarises the consideration paid and

e M HmRMEE

36 EREKESH

BE-Z—NE=A=1+—HILFE
NR-ZE—=F+A+-0 BIEEE=E®R
HaPik(EE)BRAR ([HIK]) CBIZE
=F)FINEEHE Bt BIEESEIK
BRBBEREEARAR ([HE])100% 2
BETRA - REAL AR 708,000,000
70 ( #9 % $2903,032,00058 7T ) ° & £ %
57,743,000 T EHBREHRE G HE
I 2 5 B 275 R AR ARAS T - IR BB =
—=F+=A+H85%HK -

TREGEEMRERRKE A SRERZE R

the fair value of the assets acquired and liabilities assumed BEEZATEEREAERE -
recognised at the acquisition date.
HK$’000
FHTT
Cash consideration paid Bt 2BReNRE 903,032

BEREABREERDAERBLZ

Recognised amounts of identifiable

assets acquired and liabilities assumed: HRERE

Investment property BB 920,449
Trade receivables FEUTAR SR 4,288
Cash and cash equivalents HeERBEEEE 50,159
Intangible assets M EE 12,748
Deferred income tax liabilities BEEMBHAas (88,839)
Accrued liabilities and other payables ERT B ERE MR ER (16,392)
Borrowings BE (37,124)
Total identifiable net assets A BRI EEFERTE 845,289
Goodwill (Note 18) 2 (5t 18) 57,743

Net cash outflow on acquisition of business: USRS 7 R
Cash consideration paid Bt ZREeNRE 903,032
Cash and cash equivalent acquired BERe MREEE (50,159)
852,873
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36 EXXEBKESO(E)

36 Significant business combination

(Continued)

Acquisition-related costs of approximately HK$22,432,000
have been charged to administrative expenses in the
consolidated income statement for the year ended 31st March
2014.

The revenue and profit included in the consolidated income
statement since 10th December 2013 contributed by Eastlink
were approximately HK$13,085,000 and approximately
HK$56,360,000 respectively. Had Eastlink been consolidated
from 1st April 2013, the consolidated income statement would
show pro-forma revenue of approximately HK$3,875,310,000
and profit of approximately HK$113,769,000 respectively.

For the year ended 31st March 2013

On 8th November 2012, the VSC Group acquired the
distribution business of selling building products at a cash
consideration of approximately HK$8,041,000 from an
independent third party (“the Acquisition”).

As a result of the Acquisition, the VSC Group is expected to
increase its presence in Mainland China market. It also expects
to reduce costs through economies of scale. The goodwill of
approximately HK$4,263,000 arising from the Acquisition is
primarily attributable to the significant synergies expected to
arise in connection with the VSC Group’s strategic objectives
and the development of customer-focused products to
capitalize on the business growth in Mainland China.

The following table summarises the consideration paid and
the amounts of the assets acquired and liabilities assumed
recognized at the acquisition date.

U BE B RARK AN 4922,432,000/8 L ERE E =
T—FE=F=+—HILFENLGREERR
RITTER A R HIER ©

BT —=F+ZA+tHEF ALK
AEmExBREFMZEAREF
2 Bl & %7 13,085,0007% 7T K& #56,360,000
BIT  MREE —T—=F A —HGE
ABR - BREERE D RPN ES BAL
3,875,310,000/% 7T K24 A1149113,769,0007%
5T o

BE-Z—=-F=-A=1+—HILEE
R=F—=—F+—ANA ' BIEEEELL
8,041,000 8 T2 RENRENBELE =7
BIHEEEEM IO HER (TWE]) -

BEETWE BIEEEEBEHNTE
RNt ER D FETEREBRIEL
EREBEERSN - WEEEZEHERY
4,263,000/87C * TEFANTEHBEEZ
BEARRABEMS - ZBRBEESIESE
B2 RS BN ERE AT ANEmEELH
FREIAMEBISRP X EEH -

TREVEENRE RN A R
BEESHENMCAERE -

HK$'000
FAT
Consideration at 8th November 2012: R_ZE——F+—A\HZRE:
— Cash —R& 8,041
Identified net asset BRI B E R
— Distribution rights — 7 iHtE (3,778)
Goodwill e 4,263
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Notes to the Consolidated Financial Statements

Significant business combination
(Continued)

The revenue and profit included in the consolidated income
statement since 8th November 2012 contributed by Acquisition
were approximately HK$16,281,000 and approximately
HK$339,000 respectively. Had the Acquisition been
consolidated from 1st April 2012, the consolidated income
statement would show pro-forma revenue of approximately
HK$3,785,562,000 and profit of approximately HK$70,870,000
respectively.

Transactions with non-controlling
interests

Acquisition of additional interest in a subsidiary

On 25th June 2013, the VSC Group acquired an additional
33.3% shareholding of Shanghai Bao Shun Chang
International Trading Co., Ltd. (“BSC”) for a consideration of
RMB22,390,000 (equivalent to approximately HK$28,234,000).
The carrying amount of the non-controlling interests in BSC
on the date of acquisition was HK$36,374,000. The VSC
Group recognised a reduction in non-controlling interests
of HK$36,374,000 and an increase in equity attributable
to owners of the VSC Group of HK$8,141,000. The effect
of changes in the ownership interest of BSC on the equity
attributable to owners of the VSC Group during the year is
summarised as follows:

36

37

BB HmERM

n‘/—ﬁ

BEXREBSH (F)

BE-ZT——F+—A/\BEALZEER
FEKESEE B 2 WA K F D B4
716,281,000 7T 5 339,000/ Tt ° fﬁ’uﬁz
BEEE-_T——_FHA—HBEKA
iR 46 B %:ZHQ/\/DJJ@JT\%%W)\@
&ma%zmmam&mﬂm7awamm%
T o

BFIEHIMERETINRS

ML — R E A R 2R
R-E—=F~A_1+HA BIEESEZE
SNREE ESEIREBBRZE ZER AR ([EE
2 1)33.3% &4 - REAARE 22,390,000

TC(#) & 17228,234,000/8 ) R E B &
RSN EERSR RESEA
36,374,000 7T ° AFE - BlEE SEH#ER
FE4E Il MR 2SR 36,374,00058 7T K B IE &
EEIFE AE(EEZIE 8,141,000 7T °
EEERAEESEINENLEIEEEE
A AR GRS 2R

HK$’000

FHTT

Carrying amount of non-controlling interests acquired 2R IEIE SRR 2 BRE© 58 36,374

Consideration paid to non-controlling interests B I d M s 2 (KB (28,233)
Excess of consideration paid recognised within equity A iEmiER 2 B R ER L ZEEE 8,141
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38 Guarantees 38 ER
Company
RAF
2014 2013
—E-mEF —E—=F
HK$’000 HK$’'000
FET FAT
Guarantees provided by the Company AR mI L EL R B A | g
in respect of banking facilities IRITRLE MR it 2 FElR
of its subsidiaries 3,489,286 2,219,799
Banking facilities utilised by subsidiaries AREI R EMBARALZ
in respect of guarantees provided RITRVE IRt 2 IR
by the Company 1,571,606 581,030
39 Commitments 39 EiE
(a) Commitments under operating leases (a) ZHEBELOAIE
() Lessor (i) HEA
The VSC Group leases an investment property under SIEEEBEIRBETAIEEE 2 &%
non-cancellable operating lease agreements. The MHHHE—IBREYE - A
lease terms are between 1 and 10 years, and the —Z21+F - mABLAEHEEER
lease agreements are renewable at the end of the BLATHISHBEES -
lease period at market rate.
Total commitments receivable under various non- SHEEYEME 2 %0
cancellable operating lease agreements in respect of SHE ML 2 RUBORIEB ST
rented premises are analysed as follows: R
Consolidated Company
o) RAF]
2014 2013 2014 2013
ZE-mE —T=F ZB-OF —T-=F

HK$°000 HK$’'000 HK$’000 HK$’'000

FHER FHET FET FAT

Not later than one year  K#1 1 4F 40,160 223 - =
Later than one year and %11 & & K61 5 F

not later than five years 105,517 = - =

Later than five years B5F 15,235 = - =

160,912 223 - -

164 van Shung Chong Holdings Limited | EIEE&£@EARAF]



Notes to the Consolidated Financial Statements

e M HmRMEE

39 Commitments (Continued) 39 A&iE (4E)
(a) Commitments under operating leases (a) EEMBEHNRE(E)

(Continued)

(i) Lessee (i) ABEA
The VSC Group leases various retail outlets, offices EIEEEERE TR &%
and warehouses under non-cancellable operating MHOFAAZETERNH HAE
lease agreements. The lease terms are between 1 HE - MEANT1ZE5F - mA
and 5 years, and the majority of lease agreements B {n 49 AT 7E 18 HAfE M 14 AT %5
are renewable at the end of the lease period at FABEES -

market rate.

Total commitments payable under various non- LAY ZEME] 2 S0 DA
cancellable operating lease agreements in respect of SHE ML 2 R AEBRE ST
rented premises are analysed as follows: R
Consolidated Company
wa AT
2014 2013 2014 2013

—E-NFE —T—=F —ET-NF —_T—=F
HK$’000 HK$'000  HK$’000 HK$’000
FExT FHT FET T

Not later than one year R 1 £ 20,238 25,253 - -

Later than one year and %11 48 2R3 5 5
not later than five years 7,417 8,316 - -
27,655 383,569 - -

Annual Report 2013/14 | —F—=/—J4FFif 165



Notes to the Consolidated Financial Statements
A SRR

39 Commitments (Continued)

39 A&IE (48)

(b) Capital commitment (b) EBEAREIE
Capital commitment at the end of the reporting period is RRERZ ERAEDAT ¢
as follows:
Consolidated Company
wa AT
2014 2013 2014 2013
TE-mE —_T=F ZB-OF —T-=F
HK$’000 HK$’000 HK$’000 HK$’'000
FExT FHT FHxT FAT
Contracted but not EEENEIRESZE
provided for:
Renovation work for —IBIREYIHEZ
an investment property MisTE 2,634 - - -
Authorised but not EIREEITRETL :
contracted for:
Renovation work for —IRIREYIF 2
an investment property BT 56,745 - - -
(c) Commitments under derivative contracts (c) TTHEEHEE

As at 31st March 2014, the VSC Group had
outstanding forward foreign currency contracts to
purchase approximately US$19,000,000 (2013:
US$44,000,000) for approximately RMB117,450,000
(2013: RMB283,960,000) by 19 monthly settlements. The
settlement date of the last instalment is 22nd October
2015 (2013: 27th May 2014).

As at 31st March 2014, the Company has no commitment
under derivative contracts (2013: Nil).
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40 Related party transactions 40 EHEEA LT ZRX 5
(a) Transactions (@ X%
The following is a summary of significant related party REBIEESEHBEFBRIERHETLZ
transactions, which were carried out in the normal course EREEALTRGBMENT :

of the VSC Group’s business:

2014 2013
—E-lmE —g—=
Notes HK$’000 HK$'000
B aE FTERT FHT
Management fee income from A — [ & A Bl fR
services provided to an associate RISz BEREMA ) 2,102 562
Sales of goods to an associate R—EHEARHECER (i 90,857 109,207
Rental expenses paid to an B —fEBERRZ
associate MeTi (i 5,207 3,450

Notes: FieE

()  Management services were provided by VSC Steel () HEMEEREZES(LE8)ERAT
(Shanghai) Co., Ltd. to an associate at prices mutually RET—HEE QR 2 EBREE
agreed by both parties. ST 2 BIEUER °

(i)  Goods were sold by Shanghai Bao Shun Chang iy ALEBIESEREZSERAAHE
International Trading Co., Ltd. to an associate at prices BT —HBERARZERIEETH
mutually agreed by both parties. TE 2 BAEURER -

(i) Rental expenses were charged to VSC Steel (Shanghali) (i) FA—FEEEQFREEHERES
Co., Ltd. and Leisure Plus International Trading (E8) AR AR KA EIKERE 5
(Shanghai) Co., Ltd. by an associate at prices mutually (B8)BRABMKERZHE X H
agreed by both parties. EBIRE T HE 2 BREKER
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40 Related party transactions (Continued)

(b) Key management compensation

40 HEEBEA LT X5 (&)
(b) EESEERH

2014 2013

—ZT—-NF —T—=F

HK$’000 HK$’'000

FET FAT

Salaries and allowances e KR 13,388 11,848

Bonus TE4T 4,158 3,317
Pension costs — defined RIRE AR

contribution schemes — ARSI 188 183
Share option scheme RS

— value of services —RBEE 328 2,443

18,062 17,791

41 Events occurring after the balance sheet
date

On 16th May 2014 the VSC Group entered into a Joint
Venture Agreement with an independent third party, pursuant
to which the VSC Group will need to inject approximately
HK$19,500,000 to the joint venture company. The VSC Group
owns 50% equity interest in the joint venture company, which
will engage in the processing of steel products.
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