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

Bermuda.

The Company and its subsidiaries (together “the VSC Group”)
principally engaged in (i) China Advanced Materials
Processing, including manufacturing of industrial products
such as rolled flat steel products and enclosure systems, and
trading of engineering plastic resins, and (i) Construction
Materials Group, including stockholding and trading of
construction materials such as steel products, sanitary wares
and kitchen cabinets, and installation work of kitchen

cabinets.

These financial statements are presented in Hong Kong

dollars, unless otherwise stated.

These financial statements have been approved for issue by
the Board of Directors on 14th July 2006.
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The principal accounting policies applied in the preparation of
these 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 financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRS"). The financial statements have
been prepared under the historical cost convention, as
modified by the available-for-sale financial assets,
financial assets and financial liabilities (including
derivative instruments) at fair value through income
statement and investment properties, which are carried

at fair value.

The preparation of 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
Company’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
financial statements, are disclosed in Note 4. These
assumptions and estimates affect the reported amounts
of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial
statements and the reported amounts of revenues and
expenses during the year. Although these estimates are
based an management’s best knowledge of event and
actions, actual results ultimately may differ from those

estimates.

REATBRERRAZ TR SFHBEREIIMT
RRERAN  ZEBRRNAZINZABEFE—
HEREA -

2.1

RREE

AR BEHRRKREBUBHRELER ([FEH
BIREEA]) RS - AATFIwK T IRE LK
AEPIRE  UEHAHHELHBEE -
WHEERMBRAE(BRERTA) UAY
BEIABZREIREDEARHEET
B o

\

BREBNBREENRRATBEHRRETR
AETEEz gt hE - TAERENEKA
ADBEFHHEZBIEFHELHE - PR
ZHESERE 2 BE - IEAMBRET
EEEZCREARGECEMTINEE -
BEBRERGESHAMBRRMLELE
E-BE IREERIAGBEREEAM
EZWARZHEEMRTE - BAUF-RE
EREEEE LSRR RAMBIEAE B
BRERAGEREREEMEE



2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRS

During the year ended 31st March 2006, the VSC Group

adopted the new/revised standards and interpretations

of HKFRS below, which are relevant to its operations.

The 2005 comparative figures have been amended as

required, in accordance with the relevant requirements.

HKAS 1

HKAS 2

HKAS 7

HKAS 8

HKAS 10

HKAS 16

HKAS 17

HKAS 21

HKAS 23

HKAS 24

HKAS 27

HKAS 28

HKAS 32

HKAS 33

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in

Accounting Estimates and Errors
Events after the Balance Sheet Date

Property, Plant and Equipment

Leases

The Effects of Changes in Foreign
Exchange Rates

Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial
Statements

Investments in Associates

Financial Instruments: Disclosures and

Presentation

Earnings per Share
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2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRS (Continued)

HKAS 36 Impairment of Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and
Measurement

HKAS 39

(Amendment) Transition and Initial Recognition of

Financial Assets and Financial Liabilities

HKAS 40 Investment Property

HKAS-Int 15 Operating Leases - Incentives

HKAS-Int 21 Income Taxes - Recovery of Revalued
Non-Depreciated Assets

HKFRS 2 Share-based Payments

HKFRS 3 Business Combinations

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 16,

21, 23, 24, 27, 28, 33 and HKAS-Int 15 did not result in
substantial changes to the VSC Group’s accounting

policies. In summary:

- HKAS 1 has affected the presentation of minority

interests and other disclosures.

- HKASs 2,7,8,10, 16, 23, 27, 28, 33 and HKAS-Int
15 had no material effect on the VSC Group's

policies.
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2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRS (Continued)

- HKAS 21 had no material effect on the VSC Group's
policy. The functional currency of each of the
consolidated entities has been re-evaluated based
on the guidance to the revised standards. All the
VSC Group entities have the same functional
currency as the presentation currency for respective

entity financial statements.

- HKAS 24 has affected the identification of related

parties and some other related-party disclosures.

The adoption of revised HKAS 17 has resulted in a
change in the accounting policy relating to the
reclassification of leasehold land and land use rights
from property, plant and equipment to operating leases.
The up-front prepayments made for the leasehold land
and land use rights are expensed in the income
statement on a straight-line basis over the period of the
lease or where there is impairment, the impairment is
expensed in the income statement. In prior years, the
leasehold land and land use rights were accounted for at
cost less accumulated depreciation and accumulated
impairment losses, if any. The transitional provisions
require retrospective application of this new policy and
accordingly the 2005 comparative figures have reflected

the retrospective effect of the change.
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2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRS (Continued)

The adoption of HKASs 32, 39 and 39 (Amendment) has
resulted in a change in the accounting policy relating to
the classification of available-for-sale financial assets. It
has also resulted in a change in the recognition,
measurement and classification of derivative financial
instruments. Certain foreign exchange contracts which
do not qualify for hedge accounting, are initially
recognised at fair value on the date on which such
derivative contracts are entered into and subsequently
remeasured at their fair value. Changes in fair value of
the derivatives are recognised immediately in the income
statement. The transitional provisions do not require
retrospective application of this new policy to restate the
amounts for previous years, and in this connection the
VSC Group has chosen not to reflect the effect of this
change in the 2005 comparative figures.
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2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRS (Continued)

The adoption of HKASs 36 and 38 and HKFRS 3 has
resulted in a change in the accounting policy for
Until 31st March 2005, goodwill was
amortised on a straight-line basis over a period ranging

goodwill.

from 4 to 5 years, and assessed for an indication of
impairment at each balance sheet date. In accordance
with the provisions of HKFRS 3, the VSC Group ceased
amortisation of goodwill from 1st April 2005;
accumulated amortisation as at 31st March 2005 has
been eliminated with a corresponding decrease in the
cost of goodwill; from the year ended 31st March 2006
and onwards, goodwill is tested annually for impairment,
as well as when there is indication of impairment. The
transitional provisions allow retrospective application of
this new policy under certain restricted situations, which
are not applicable to the VSC Group, and accordingly
the 2005 comparative figures have not reflected the

effect of this change.

The adoption of revised HKAS 40 has resulted in a
change in the accounting policy of which the changes in
fair values of investment properties are recorded in the
income statement from 1st April 2005. In prior years,
the increases in fair value were credited to the
investment properties revaluation reserve; decrease in
fair value were first set off against increases on earlier
valuations on a portfolio basis and thereafter expensed
in the income statement. The transitional provisions do
not require retrospective application of this new policy
to restate the amounts for previous years, and in this
connection the VSC Group has chosen not to reflect the

effect of this change in the 2005 comparative figures.
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2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRS (Continued)

The adoption of HKAS-Int 21 has resulted in a change in
the accounting policy relating to the measurement of
deferred income tax liabilities arising from the
revaluation of investment properties. Such deferred
income tax liabilities are measured on the basis of tax
consequences that would follow from recovery of the
carrying amount of that asset through use. In prior
years, the carrying amount of that asset was expected to
be recovered through sale. The transitional provisions
require retrospective application of this new policy and
accordingly the 2005 comparative figures have reflected

the retrospective effect of the change.

The adoption of HKFRS 2 has resulted in a change in the
accounting policy for share-based payments. Until 31st
March 2005, the provision of share options to employees
did not result in an expense in the income statement.
Effective 1st April 2005, the VSC Group expenses the
cost of share options in the income statement. The
transitional provisions require retrospective application
of this new policy on prescribed situations and
accordingly the 2005 comparative figures have reflected

the retrospective effect of the change.

All changes in the accounting policies have been made
in accordance with the transitional provisions in the
respective standards, wherever applicable. All standards
adopted by the VSC Group require retrospective
application other than:

- HKAS 16 - the initial measurement of an item of
property, plant and equipment acquired in an
exchange of assets transaction is accounted at fair

value prospectively only to future transactions;
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2.1

Basis of preparation (Continued)

The adoption of new/revised HKFRS (Continued)

HKAS 21 - prospective accounting for goodwill and

fair value adjustments as part of foreign operations;

HKAS 39 - does not permit to recognise,
derecognise and measure financial assets and
liabilities in accordance with this standard on a
retrospective basis. The VSC Group applied the
previous SSAP 24 “Accounting for investments in
securities” to investment in securities. The
adjustments required for the accounting differences
between SSAP 24 and HKAS 39 are determined and

recognised at 1st April 2005;

HKAS 40 - since the VSC Group has adopted the
fair value model, there is no requirement for the
VSC Group to restate the comparative information,
any adjustment should be made to the retained
earnings as at 1st April 2005, including the
reclassification of any amount held in revaluation

reserve for investment property;

HKAS-Int-15 - does not require the recognition of
incentives for leases beginning before 1st January
2005;

HKFRS 2 - only retrospective application for all
equity instruments granted after 7th November
2002 and not vested at 1st January 2005; and

HKFRS 3 - prospectively after the adoption date.
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2.1 Basis of preparation (Continued) 2.1 REEE (F)

The adoption of new/revised HKFRS (Continued) BRFTET  AE(EET & BB B 3R & 2R ()
The effect on the adoption of the accounting policies NTARERM g BREBRER 2T E

described above on the income statement is as follows:

For the year ended 31st March 2006 For the year ended 31st March 2005
BE-BE/REZP=1-HLEE BE-STLF=B=t-HLEE
HKASs HKAS- HKAS-
HKAS 17 32and 39 HKAS40 HKFRS 2 Int 21 Total HKAS 17  HKFRS 2 Int 21 Total
R
2 &zl B BREUE Ei EE BEME R
giEg #3 EHER HERY eEy- SRR BEED &:fEH-

F17% R3E  F0%E  F2E REN aE  EUY F2% REN a5y
HK$'000  HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000  HK$'000
Thr Thr Thr ThAxr TEx  TErxr  TEr  TEr TEr TEn

Increase in other Bl R

gains - net Em - - 1118 - — 11,188 - - - -
Decrease/(Increase) — R

in general and W/ (5)

administrative expenses 224 (4,476) - (57) —  (4309) 15 (612) — (597)
Increase in income FER S LEm

tax expense = = = - (1101) (1,101) = — (4201 (@291
Increase/(Decrease) RAAIRE

in profit attributable 1A AR

to equity holders wHlE/

of the Company (B 24 (4476) 11,188 (57) (1,101) 5778 15 (612)  (4,291)  (4:888)
Increase/(Decrease) in EAEREM

basic earnings per share 11,/

(HK cents per share) (&)
(BRAEIL) 0.06 (121) 3.4 (0.02) (030) 157 = 017)  (117)  (134)
Increase/(Decrease) in BEEREN
diluted earnings Em/
per share (B2)
(HK cents per share) (FHAW) 0.06  (1.21) 304  (0.02) (030) 157 - 017)  (18)  (133)



2.1 Basis of preparation (Continued) 2.1 REEE (@)

The adoption of new/revised HKFRS (Continued) RNFTET A EET BB R EER (B)
The effect on adoption of the accounting policies NTARRA RS BREREEERR
described above on the consolidated balance sheet is as IRE
follows:
As at 31st March 2006 As at 31st March 2005
WZBERE=A=1-H R-EERF=-f=1-H
HKASs HKAS- HKAS-
HKAS 17 32and 39  HKFRS 2 Int 21 Total HKAS17  HKFRS 2 Int 21 Total
B
EE il EAUE BB BE BAUE Bk
R £3) BEE %A - iER  WEER &FEl-

8% R0 #2% REN aE 2% % REN &%
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000  HK$'000
Thr Tér Tz Téx TEx  ThEr  ThAr TiEx  Tin

Decrease in property, nE HBER

plant and equipment FRRD (22,429) - = —  (22429) (23,003) = - (23,003)
Increase in leasehold BETHR LN

land and land use rights 5 A1 22,741 = = — 2741 23,091 = — 23,091
Increase in available-for-sale 2] £ Hi ¢ 2 87

financial assets EEEM - 1331 - — 133N = = = =
Decrease in non-trading ~ FEEEZ

securities FHRD - (13372) = - (13312) = - - -
Increase in derivative TESBT A%

financial instruments — (952) — — (952) — — — —
Increase in deferred EEmEHEE

income tax liabilities i = = - (6932) (6932) = - (581)  (5831)
Increase/(Decrease) BEFBIEN/

in net assets (B ) 312 (952) —  (6932) (7.572) 88 —  (581) (5743
Increase in share premium {3 & (B2 11 - - 1M - 1M — 1014 — 1014
Increase/(Decrease) REBAEM/

in retained earnings (R ) 312 (952) (1,071) (6.932) (8,643) 8  (1014) (581) (6757)

Increase/(Decrease) in equity M,/ (54 312 (952) —  (6932) (7.572) 88 —  (581) (5743



2.1 Basis of preparation (Continued)

Standards, interpretations and amendments to published

standards that are not yet effective

Certain new standards, interpretations and amendments
to existing standards have been published that are
mandatory for accounting periods beginning on or after

the effective date as described below, as follows:

New HKFRS or

interpretations Effective date
MEBUBES
EARERE £X%A
HKAS 1 (Amendment) 1st January 2007
BAGEERE 15 (BFT) —_ZT+F¥—H—H
HKAS 19 (Amendment) 1st January 2006
BARGERFE 195 (BF]) —_ZETRF-H—-H
HKAS 21 (Amendment) 1st January 2006
BRGERE 215 (IB3]) —EEXRF—H—H
HKAS 39 & HKFRS 4 1st January 2006
(Amendment)
ERGHERFE3HK —EEXRF—H—H
BARM B RS ERF45% (BRT)
HKAS 39 (Amendment) 1st January 2006
BAR G ERFE395 (BF]) —ZETRF-H—-H
HKAS 39 (Amendment) Tst January 2006
B G ERFE39% (IBF]) —ETR¥—-HA—H
HKFRS 1 (Amendment) 1st January 2006
BEVBHEENNE 15K (BF]) —EZR¥—-HA—H
HKFRS 6 1st January 2006
BEARMBHREERFE6HR —ETR¥—-HA—H
HKFRS 7 1st January 2007
BEARMBREERNETR —ZEZLF—H—H

2.1 REEE ()

AL ER - BEER B RMER 2 &
H

AT RERMER T AR RIS A
th 2 St RSBt 2 FER R R A%
Blz 2B RER]

Description

(i34

Capital Disclosure

BRI E

Actuarial gains and losses, group plans and
disclosures

BRERLZ  EEFEIRKE

Net investment in a foreign operation
BINERKEFHR

Financial guarantee contracts

HBEFREH

Cash flow hedge accounting of forecast
intragroup transactions
HHEEABcRe et RE

The fair value option

NTEEEER

First-time adoption of Hong Kong Financial
Reporting Standards
BERERMEBE BB REED

Exploration for and Evaluation of Mineral
Resources

MR EBEER

Financial instruments: Disclosures

SRTE: BE



2.1 Basis of preparation (Continued)

Standards, interpretations and amendments to published

standards that are not yet effective

New HKFRS or

interpretations

HEBUMBRE
EARERE

HKFRS-Int 4
BERMBGHREEN -2
HKFRS-Int 5

BERAMBHRE LN - RS
HK(IFRIC)-Int 6

B7% (BB 53R
—#%E6
HK(IFRIC)-Int 7

2ELEE

1:m|
JE)3

G
— % B7

nEZE9)

Effective date

%A

1st January 2006

—ZEEXRF—HA—H
1st January 2006

1st December 2005

“EEHF+-A—H

1st March 2006

The VSC Group has not early adopted these new/revised
HKFRSs. The Company’s directors and the VSC Group’s
management anticipate that the adoption of these

Standards or Interpretations or Amendments will have

no material impact on the financial statements of the

VSC Group and will not result in substantial changes to

the VSC Group's accounting policies.

2.1 REEE (H)

HARERZER - 2R EBMERZ A&
il

Description

HH

Determining whether an arrangement contains

a lease

B -AXHRGER/REE

Rights to interests arising from

decommissioning, restoration and
environmental rehabilitation funds

R - MERIRREBEESIEENET
Liabilities arising from participating in a specific
market - waste electrical and electronic
equipment
SHEEETSNET —BELEERETRE
Applying the restatement approach under
HKAS 29
hyperinflationary economies

FE R & AT RI29%: (B E AR I s s |
EOE=E 7DDz

financial reporting in

BIRE £ B Y\ F AU/ EEFT
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2.2 Consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
made up to 31st March.

(a) Subsidiaries

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

controls another entity.

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

ceases.
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2.2 Consolidation (Continued)

(a) Subsidiaries (Continued)

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

directly in the income statement.

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also
eliminated but considered as an impairment

indicator of an impairment of the asset transferred.

Accounting policies of subsidiaries have been
changed where necessary to ensure consistency

with the policies adopted by the VSC Group.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less accumulated
impairment losses, if any. The results of subsidiaries
are accounted for by the Company on the basis of

dividend received and receivable.

22 REUBER (B

(a) BT (E)
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2.2 Consolidation (Continued)

(b) Associates

Associates are all entities over which the VSC
Group has significant influence but not control,
generally accompanying a shareholding of between
20% and 50% of the voting rights. Investments in
associates are accounted for by the equity method
of accounting and are initially recognised at cost.
The VSC Group’s investment in associates includes
goodwill (net of any accumulated impairment loss)

identified on acquisition.

The VSC Group's share of its associates’ post-
acquisition profits or losses is recognised in the
income statement, and its share of post-acquisition
movements in reserves is recognised in reserves.
The cumulative post-acquisition movements are
adjusted against 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 obligations or

made payments on behalf of the associate.

Unrealised gains on transactions between the VSC
Group and its associates are eliminated to the
extent of the VSC Group's interest in the associates.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of
the asset transferred. Accounting policies of
associates have been changed where necessary to
ensure consistency with the policies adopted by the
VSC Group.
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2.2

2.3

2.4

Consolidation (Continued)
(b) Associates (Continued)

In the Company’s balance sheet the investments in
associated companies are stated at cost less
accumulated impairment losses, if any. The results
of associated companies are accounted for by the
Company on the basis of dividend received and

receivable.

Segment reporting

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

operating in other economic environments.

Foreign currency translation

(a) Functional and presentation currency

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

Company’s functional and presentation currency.

2.2

2.3
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2.4 Foreign currency translation (Continued)

(b) Transactions and balances

(c)

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions. 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 income statement.

Group companies

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

follows:

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

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

and
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2.4 Foreign currency translation (Continued)

(c) Group companies (Continued)

(i) all resulting exchange differences are

recognised as a separate component of equity.

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

as part of the gain or loss on sale.

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

the closing rate.

2.5 Property, plant and equipment

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

of the items.

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

which they are incurred.
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2.5

2.6

Property, plant and equipment (Continued)

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

as follows:

2.5% t0 4%
20% to 33% (lease terms)
15% to 33%
10% to 25%

- Motor vehicles 20%

- Buildings

- Leasehold improvements
- Furniture and equipment
- Machinery

The assets’ residual values and useful lives are reviewed,

and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount

is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by
comparing proceeds with carrying amount. These are

included in the income statement.

Leasehold land and land use rights

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

expensed in the income statement.
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2.7 Investment properties

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

investment property.

Investment property comprises land held under
operating leases and buildings held under finance leases.
Land held under operating leases are classified and
accounted for as investment property when the rest of
the definition of investment property is met. The
operating lease is accounted for as if it were a finance

lease.

Investment property is measured initially at its cost,
including related transaction costs. After initial
recognition, investment property is carried at fair value.
Fair value is determined 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 VSC Group uses
alternative valuation methods such as recent prices on
less active markets or discounted cash flow projections.
These valuations are performed annually by independent
external valuers, in accordance with the guidance issued

by the International Valuation Standards Committee.

The fair value of investment property reflects, among
other things, rental income from current leases and
assumptions about rental income from future leases in
the light of current market conditions. Changes in fair

values are recognised in the income statement.
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2.7

2.8

Investment properties (Continued)

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow to
the VSC Group and the cost of the item can be
measured reliably. All other repairs and maintenance
costs are expensed in the income statement during the

period in which they are incurred.

If an investment property becomes owner-occupied, it is
reclassified as property, plant and equipment, and its fair
value at the date of reclassification becomes its cost for

accounting purposes.

If an item of property, plant and equipment becomes an
investment property because its use has changed, any
difference resulting between the carrying amount and
the fair value of this item at the date of transfer is
recognised in equity as a revaluation of property, plant
and equipment under HKAS 16. However, if a fair value
gain reverses a previous impairment loss, the gain is

recognised in the income statement.

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the VSC Group’s share
of the net identifiable assets of the acquired subsidiary/
associate at the date of acquisition. Goodwill on
acquisitions of subsidiaries is included in intangible
assets. Goodwill on acquisitions of associates is included
in interests in associates. Separately recognised goodwill
is tested annually for impairment and carried at cost less
accumulated impairment losses, if any. Impairment losses

on goodwill are not reversed.
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2.8

2.9

Goodwill (Continued)

Gains and losses on the disposal of an entity include the

carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the
purpose of impairment testing (Note 2.9). The allocation
is made to those cash-generating units or groups of
cash-generating units that are expected to benefit from

the business combinations in which the goodwill arose.

Impairment of non-financial assets

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

of the impairment at each reporting date.
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2.10 Financial Assets

From 1st April 2004 to 31st March 2005:

The VSC Group classified its investments in securities,
other than subsidiaries and associates, as non-trading

securities and trading securities.

(a) Non-trading securities

Investments which were held for non-trading
purpose were stated at fair value at the balance
sheet date. Changes in the fair value of individual
securities were credited or debited to the
investment revaluation reserve until the security
was sold, or was determined to be impaired. Upon
disposal, the cumulative gain or loss representing
the difference between the net sales proceeds and
the carrying amount of the relevant security,
together with any surplus/deficit transferred from
the investment revaluation reserve, was dealt with

in the income statement.

Where there was objective evidence that individual
investments were impaired, the cumulative loss
recorded in the revaluation reserve was taken to

the income statement.
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2.10 Financial Assets (Continued)

(b) Trading securities

Trading securities were carried at fair value. At each
balance sheet date, the net unrealised gains or
losses arising from the changes in fair value of
trading securities were recognised in the income
statement. Profits or losses on disposal of trading
securities, representing the difference between the
net sales proceeds and the carrying amounts, were

recognised in the income statement as they arised.

From 1st April 2005 onwards, the VSC Group classifies
its financial assets as available-for-sales based on the
purpose for which the financial assets were acquired.
Management determines the classification of its financial
assets at initial recognition and re-evaluates this

designation at every reporting date.

Available-for-sale financial assets are non-derivatives.
They are included in non-current assets unless
management intends to dispose of the investment within

12 months of the balance sheet date.

Regular purchases and sales of investments are
recognised on 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
income statement. Investments 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 assets are

subsequently carried at fair value.
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2.10 Financial Assets (Continued)

Changes in the fair value of securities classified as
available-for-sale are recognised in equity. When
securities classified as available-for-sale are sold or
impaired, the accumulated fair value adjustments
recognised in equity are included in the income
statement as ‘gains and losses from investment
securities’. Interest on available-for-sale securities
calculated using the effective interest method is
recognised in the income statement. Dividends on
available-for-sale equity instruments are recognised in
the income statement when the VSC Group's right to

receive payments is established.

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

entity-specific inputs.
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2.10 Financial Assets (Continued)

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

reversed through the income statement.

2.11 Inventories

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

selling expenses.
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2.12 Installation contracts

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

incurred.

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

immediately.

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

contract work under current liabilities.
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2.13 Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost
using the effective interest method, less provision for
impairment. A provision for impairment of trade and
other receivables is established when there is objective
evidence that the VSC Group will not be able to collect
all amounts due according to the original terms of
receivables. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency in
payments are considered as indicators that the trade and
other receivable is impaired. The amount of the provision
is the difference between the asset’s carrying amount
and the present value of estimated future cash flows,
discounted at the effective interest rate. The amount of

the provision is recognised in the income statement.

2.14 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits
held at call with banks, and bank overdrafts. Bank
overdrafts are shown within borrowings in current

liabilities on the balance sheet.

2.15 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of
new shares or options are shown in equity as a

deduction, net of tax, from the proceeds.
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2.16 Borrowings 2.16 B &

Borrowings are recognised initially at fair value, net of BEERTNRATFEE(HREEEZRHK
transaction costs incurred. Transaction costs are $) R RGEUARNE BIHHE—
incremental costs that are directly attributable to the BV BEESMBAREERGEZERK
acquisition, issue or disposal of a financial asset or X BERACE - BRE - Z“‘%E&X%Fﬁ?ﬁi'i
financial liability, including fees and commissions paid to MzEBRALAE EBEREBBERESFR
agents, advisers, brokers and dealers, levies by TRz AR BEELHRIBRRK fag
regulatory agencies and securities exchanges, and Hig RO SR ARSI ¢ AT RKIE (MR R
transfer taxes and duties. Borrowings are subsequently SRA) EEREER EMEENEEE
stated at amortised cost; any difference between the FERERMEZEZNBRRABR -
proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the
period of the borrowings using the effective interest
method.
Borrowings are classified as current liabilities unless the BREBIEESEREAEGHEINTERRE
VSC Group has an unconditional right to defer BEZEZEREZD12EA BREES
settlement of the liability for at least 12 months after the ERMEBEIE -
balance sheet date.

2.17 Borrowing costs 2.17 BERA
Borrowing costs that are directly attributable to the FURBHEGEAERAEIHECEER
acquisitions, construction or production of an asset that B BRESEEERETZEENAEAZ
necessarily takes a substantial period of time to get BEZHMEAE - IBEEMBEKRARTINE
ready for its intended use or sale are capitalised as part EEZFERBERRMNR

of the cost of that asset. All other borrowing costs are
charged to the income statement in the period in which

they are incurred.



2.18 Deferred income tax

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the financial statements. However, 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
substantially enacted by the balance sheet date and are
expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is
settled.

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

utilised.

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

reverse in the foreseeable future.
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2.19 Employee benefits

(a)

(b)

Retirement benefits

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

current and prior periods.

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

contributions.

Bonus plans

The VSC Group recognise a liability and an expense
for bonuses. It recognises a provision where
contractually obliged or where there is a past

practice that has created a constructive obligation.
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2.19 Employee benefits (Continued)

(c)

(d)

Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrued to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the balance sheet date. Employee
entitlements to sick leave and maternity leave are

not recognised until the time of leave.

Share-based compensation

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

corresponding adjustment to equity.

The proceeds received net of any directly
attributable transaction costs are credited to share
capital (nominal value) and share premium when

the options are exercised.
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2.20 Provisions

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

when the reimbursement is unusually certain.

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.

2.21 Contingent liabilities

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

cannot be measured reliably.

A contingent liability is not recognised but is disclosed in
the financial statements. When a change in the
probability of an outflow occurs so that outflow is

probable, it will then be recognised as a provision.
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2.22 Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and services
in the ordinary course of the VSC Group's activities, net
of value-added tax rebates and discounts and after
elimination of sales with the VSC Group. Revenue is

recognised as follows:

(a) Sales of goods

Sales of goods are recognised when a group entity
sells a product to the customer, has delivered
products to the customer, the customer has
accepted the products and collectibility of the

related receivables is reasonably assumed.

(b) Revenue from installation contracts

Revenue from each individual installation contract is
recognised using the percentage-of-completion
method by reference to the stage of completion of
the contract activity, generally based on the
proportion of contract costs incurred for work
performed to date to estimated total contract costs
(see Note 2.12).

(c) Service income
Service income is recognised when the services are
rendered.

(d) Rental income

Rental income is recognised on a straight-line basis

over the period of the relevant leases.
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2.22 Revenue recognition (Continued)

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

(f) Interest income

Interest income is recognised on a time-proportion

basis using the effective interest method.

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

advance.

2.23 Operating Leases (as the lessee)

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 income statement on a

straight-line basis over the period of the leases.

2.24 Dividend distribution

Dividend distribution to the Company’s equity holders is
recognised as an liability in the VSC Group’s financial
statements in the period in which the dividends are

approved by the Company’s equity holders.
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3.1 Financial risk factors

The VSC Group's activities expose it to a variety of

financial risks: foreign exchange risk, credit risk, liquidity

risk, and cash flow and fair value interest-rate risk.

Management regularly monitors the financial risks of the

VSC Group. Because of the simplicity of the financial

structure and the current operations of the VSC Group,

no major hedging activities are undertaken by

management.

(a)

(b)

Foreign exchange risk

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

transactions.

Credit risk

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

financial institution.
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3.1 Financial risk factors (Continued)

(9]

(d)

Liquidity risk
Prudent liquidity risk management implies
maintaining sufficient cash and marketable

securities, the availability of funding through an
adequate amount of committed credit facilities and
the ability to close out market positions. Due to the
dynamic nature of the underlying business, the VSC
Group's management aims to maintain flexibility in
funding by keeping committed credit lines

available.

Cash flow and fair value interest-rate risk

As the VSC Group has no significant interest-
bearing assets, the VSC Group's income and
operating cash flows are substantially independent

of changes in market interest rates.

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

its bank borrowings.
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3.2 Accounting for derivative financial instruments and

hedging activities

From 1st April 2004 to 31st March 2005, derivative
financial instruments were designated “hedging” or
“non-hedging instruments”. The transactions that,
according to the VSC Group's policy for risk
management, were able to meet the conditions for
hedge accounting were classified as “hedging”
transactions; the others, although set up for the purpose
of managing risk (since the VSC Group's policy does not
permit speculative transactions), had been designated as
“trading”. The VSC Group recorded derivative financial
instruments at cost. The gains and losses on derivative
financial instruments were included in the income
statement on maturity to match the underlying hedged
transactions where relevant. For foreign exchange
instruments designated as hedges, the premium (or
discount) representing the difference between the spot
exchange rate at the inception of the contract and the
forward exchange rate was included in the income
statement, in other gains - net, in accordance with the

accrual method.

From 1st April 2005 onwards, derivatives are initially
recognised at fair value on the date a derivative contract
is entered into and are subsequently remeasured at their
fair value. The method of recognising the resulting gain
or loss depends on whether the derivative is designated
as a hedging instrument, and if so, the nature of the
item being hedged. Since the derivative instruments
entered into by the VSC Group do not qualify for hedge
accounting, changes in the fair value of any derivative
instruments are recognised immediately in the income

statement.
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3.3 Fair value estimation

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

price.

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

instruments.

The nominal value less estimated credit adjustments of
trade and bills receivables and trade and bills payables
are assumed to approximate their fair values. The fair
value of financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash
flows at the current market interest rate that is available

to the VSC Group for similar financial instruments.
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Estimates and judgement are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be

reasonable under the circumstances.

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

discussed below.

(a) Useful lives, residual values and depreciation of

property, plant and equipment

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

future periods.
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(b) Impairment of property, plant and equipment and

leasehold land and land use rights

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

estimates.

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

statement.
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(0

(d)

Impairment of goodwill

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

therefore the results of the impairment reviews.

Net realisable value of inventories

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

sheet date.
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(e) Trade and other receivables

(f)

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

Income taxes and deferred income tax

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

which such determination is made.

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised when
management considers it is likely that future taxable
profits will be available against which the temporary
differences or tax losses can be utilised. When the
expectations are different from the original estimates,
such differences will impact the recognition of deferred
income tax assets and income tax charges in the period

in which such estimates have been changed.
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(a)

(b)

Turnover by nature

Manufacturing of industrial products
— Processing of rolled flat steel products
— Enclosure systems
Trading of industrial products
— Engineering plastic resins and
injection moulding machines
Stockholding and trading of
construction materials

— Steel products - steel rebars,

structural steel and flat steel products

— Sanitary ware and kitchen cabinets
— Revenue from installation
work of kitchen cabinets

Rental income from investment properties

Primary reporting format - business segments

(a)
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The VSC Group operates predominantly in Hong Kong

and Mainland China and in two business segments - (i)
China Advanced Materials Processing (“CAMP"),

including manufacturing of industrial products such as

rolled flat steel products and enclosure systems, and

trading of engineering plastic resins, and (ii)

Construction Materials Group (“CMG"), including

stockholding and trading of construction materials such

as steel products, sanitary wares and kitchen cabinets,

and installation work of kitchen cabinets.
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(Continued)

Analysis of the VSC Group's results by business segment

was as follows:

External sales
Inter-segment sales

Segment results
Other gains - net

Unallocated
corporate expenses

Operating profit
Finance costs
Income tax expense

Profit for the year
Assets

Liabilities

Capital expenditure

Depreciation and
amortisation

Impairment of
trade receivables

Write-down
of inventories

Impairment loss of
an available-for-sale
financial asset

Impairment of goodwill
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(b) Primary reporting format - business segments

CAMP
FELE
MRMI
HK$'000

FERT

1,502,193

1,502,193
31,708

11,750

869,860
369,611

8,994

12,812

2,057

6,491

1,437

(b) ERHHFA—XB M (&)

(MG
BEMH
HK$'000

TER

3,070,937

85,981

3,156,918
73,836

6,544

871,854
716,158

10,243

6,702

1,840

5,228

BIEESE XEREGDBOMMT

2006
ZBERE
Other
operations

Hipx#
HK$'000
TER

1,809

1,809
(5,650)

419

105,489
1,175

8,742

1,052

15

Elimination
o
HK$'000
TET

(85,981)

(85,981)

Group
%8
HK$'000
TER

4,574,939

4,574,939
99,894

18,713

(46,051)

72,556
(45,959)
(68)

26,529
1,847,203
1,086,944

27,979

20,566

3,912

11,719

14,424

1,437



(b) Primary reporting format - business segments
(Continued)

CAMP
R G
MRmI
HK$'000
TEx
External sales HIMNEE 1,289,481
Segment results PBEE 103,100
Other gains - net Hiblhss —F8 3,477
Unallocated *OR
corporate expenses TEXH
Operating profit BE RN
Finance costs HKER
Income tax credit FBHETA
Profit for the year FEERN
Assets BE 868,590
Liabilities B 465,317
Capital expenditure BAYH 8,128
Depreciation FEREH
and amortisation 16,897
Impairment of N R SR
trade receivables 207
Write-down/ (Write-back) Tz &M,/
of inventories (#el) 2,191

Impairment loss of —HIEEER
anon-trading security  EHZRERFRE —

(b) ERHHFA—XHL W (&)

CMG
REMK
HK$'000

TAL

2,847,126
(22,453)

1,888

1,262,868
855,573

5,834

7,181

1,206

(346)

2005
“ZTRE
Other
operations

LB
HK$000
TEL

2,014
1,086

32,575

141,374
228,731

20,492

1,647

400

10,000

Elimination
i
HK$'000
TET

Group
£E
HK$'000
TRL

4,138,621
81,733

37,940

(53,949)

65,724
(17,927)
29

47,826
2,272,832
1,549,621

34,454

25,725

1,845

10,000



(b) Primary reporting format - business segments

(Continued)

Unallocated cost represents corporate expenses. Inter-
segment transfers or transactions are entered into under
the normal commercial terms and conditions that would

also be available to unrelated third parties.

Segment assets consist primarily of property, plant and
equipment, leasehold land and land use rights, goodwill,
inventories, receivables and cash. They exclude items
such as investment properties and available-for-sale

financial assets/non-trading securities.

Segment liabilities comprise operating liabilities
(including derivatives financial instruments). They

exclude corporate borrowings.

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

combination.

Other operations mainly comprise the provision of rental
services in Hong Kong and miscellaneous investments in
Mainland China, which do not constitute separately

reportable segments.

(b) ERHHFA—XK 2 (B
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(c) Secondary reporting format - geographic segments () RERBEX—HED I

The VSC Group's business activities operate BIEESE XK ECEARPEAML
predominately in Hong Kong and Mainland China. o
Analysis of the VSC Group’s results by geographical BEESEz¥EEMESHHITMT

segment was as follows:

2006
—EEXRE
Hong Kong Mainland China Total
Ebi B R it wE
HK$'000 HK$'000 HK$'000
TER TER TER
External sales HHMNEE 1,306,327 3,268,612 4,574,939
Assets BE 558,511 1,288,692 1,847,203
Capital expenditure BAXH 6,694 21,285 27,979
2005
—TTRF
Hong Kong  Mainland China Total
BB A 1w
HK$'000 HK$'000 HK$'000
FET THET FET
External sales HSMEE 1,150,722 2,987,899 4,138,621
Assets BE 878,213 1,394,619 2,272,832
Capital expenditure BRI 21,380 13,074 34,454
Sales are allocated based on the places in which HERBRE MWEME MDA o
customers are located.
Assets and capital expenditure are allocated based on BERBEASHEZEEEZHERMEm S

=

where the assets are located. g o



Interest income
Dividend income from
available-for-sale financial assets/
non-trading securities
Service income
Gains on disposals of investment properties
Gain on disposal of a building included
in property, plant and equipment
Gain on disposal of a subsidiary
Loss on disposal of certain interest
in a subsidiary
Gain on disposal of certain interest
in a subsidiary
Fair value gains on investment properties
Exchange gain - net
Impairment loss of an available-for-sale

financial asset/a non-trading security

Impairment of goodwill
Loss on disposal of

an available-for-sale financial asset
Others

FEHA
AHEEZMBEE/
FEEEZ

B BBWA
FRASHA
HEREBEMR 2 Wt
HE-RBEENE  BE
PELPA: Al 6
HE— KT8 QR 2 W
HER—RHNBLRET

EEZEBE
HER—RFBRRIET
a2 Wk

REME 2 AV EERES

Salss —FE
—RAURHE M BEE/
—BIEREBE RS
RIER B

AERE
HE—RARHEZ
HHEEER

Hity

2006
“FEAE
HK$’000
TR

4,490

1,603
1,087

4,740

(198)

607
11,188
7,867

(14,424)
(1,437)

(1,560)
4,750

18,713

2005

“ETRHEF

HK$'000

FET
(Restated)
(e =751)

5,059

2,296
2,033
55

10,474

25,654
2,369

(10,000)

37,940



Expenses included in cost of goods sold, selling and

distribution expenses and general and administrative expenses

are analysed as follows:

Amortisation of leasehold land
and land use rights
Amortisation of goodwill
Depreciation of property, plant and equipment
Loss/(Gain) on disposals of property, plant and
equipment other than buildings
Employment costs (Note 13)
Operating lease rental in respect of
— land and buildings
— plant and machinery and motor vehicles
Impairment of trade receivables
Write-down of inventories

Auditors’ remuneration

Interest expense on
— bank loans wholly repayable
within five years
— other loans wholly repayable

within five years

BXHZHmT
2006
—BEAF
HK$"000
TET
HET MK L
Rz B 660
B 3= —
ME BERRBZIE 19,906
HERBFINZUE  BE
REzEBR () 32
EEAAR (HF13) 84,101
HERNAS
—THREF 10,038
—BE - BERE 3,684
FE W BR R (B 3,912
FE MR 11,719
%A & 1,225
2006
—BEXE
HK$"000
FBT
FEXZH :
—~BRAEFAEZHER
ZHITER 45,363
—BRAFREZHER
2 E A E® 596

45,959

XHBRHEERA - HERDE IR KRR

2005
—TTRF
HK$'000
FET
(Restated)

€ 27))

246
3,969
21,510

(107)
80,346

8,197
4,459
1,813
1,845
1,038

2005
“EThHEF
HK$'000
FHET

17,740

187

17,927



The Company is exempted from taxation in Bermuda until
2016.

Hong Kong profits tax has been provided at the rate of
17.5% (2005: 17.5%) on the estimated assessable profit
arising in or derived from Hong Kong.

Subsidiaries established in Mainland China are subject to
Mainland China enterprise income tax at rates ranging from
10% to 33% (2005: 10% to 33%). However, subsidiaries
engaging in manufacturing are exempted from Mainland
China enterprise income tax for two years starting from the
first year of profitable operations after offsetting prior years'
tax losses, followed by a 50% reduction for the next three

years.

The amount of income tax charged/(credited) to the income

statement represents:

BEEERCEMBRENEEE_T—RF-

ERFERTIBERENRERE BTS2 Gt ER
TR IR Z175% (ZBEERF : 17.5%) {EH
Bt o

KBRS KB A RIEHRE10%E33%
(ZZTRHF 1 15%233%) BAIFRECEHE
Blootboh - RBEREZECHBARE BEERNF
B (EHEEBTFEER) B MERNTR RN
FRREMEMEH - B = FRIES0%RE o

RERRTHER GIA) 2AEHRERE :

2006 2005

ZEBXRF —EEREF

HK$'000 HK$'000

TER FHET

(Restated)

(F=5)

Current income tax BHMREHR

— Hong Kong profits tax —BBNEH 848 1,897
— Mainland China enterprise income tax —HEPCEMERH 1,694 6,868
Deferred income tax (Note 21) BREFREH (HaE21) (2,474) (8,794)

68 (29)



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

Profit before income tax BR % AT A

= %‘%lZﬁﬁRHuﬁnﬂ RN & B S &=
BEHERENREAE  EReEAMER -
HBWmT

Tax calculated at domestic tax rates applicable
to profits of the respective places

Income not subject to tax

Expenses not deductible for tax

Deferred income tax assets not recognised

Recognition of previous unrecognised
deferred income tax assets

Under/(over) provision in prior years

Income tax expense/(credit)

2006 2005
—BERE “ETRHEF
HK$’'000 HK$'000
FEx FET
(Restated)
€<5==p7l))
26,597 47,797
RERBERERZ
HABXRHE 2HIE 3,139 3,140
BEARBZ A (1,260) (6,583)
A 2 X 672 1,979
ﬂiﬁ&’pazLUﬁ HMEE 2,356 5,982
TER LA BT R FERR
mLPﬁ{ﬂRﬁE (5,101) (4,129)
BESBEFE KRS/
(=fh) BE 262 (418)
FIEBTE/ GIA) 68 (29)

For the year ended 31st March 2006, the weighted-average
applicable tax rate was 11.8% (2005: 6.6%). The increase is
caused by a change in the distribution of the profitability of

the VSC Group’s subsidiaries in the respective places.

The consolidated profit attributable to equity holders includes
a loss of approximately HK$479,000 (2005: HK$694,000, as
restated) dealt with in the financial statements of the

Company.

BE_TTRE=A=1T—BILFE ' NETH
ERAMER11.8%(ZETAF : 6.6%) c HX
Zi‘ﬂﬂgﬂ%\\ﬁ SEZHBRAREERNERZ
BN Dz BB -

BEREABREESENTRERREAS 2
H#9479,0008 T (ZFFHF : 694,000 T -
KES)



2006 2005

ZEBXRF —ETREF
HK$'000 HK$'000
TET FHET
Proposed final dividend of HK1.1 cents BRERDRSSRE®BAR. 1B
(2005: HK2.2 cents) per ordinary share (ZZEZRF : 2.28) 4,055 8,109
Adjustment to final dividend for 2004 HE_ZTMFERARE — 5
4,055 8,114
The proposed final dividends had to be approved by RERAIREENFEEZRRBFERG it
shareholders at Annual General Meeting subsequent to year HKo-RZZEERF=ZA=1T—HAZMBRERLR
end. The financial statements as at 31st March 2006 have not [ B i FE AR S, ©
reflected such dividend payable.
(a) Basic (a) EX

Basic earnings per share is calculated by dividing the

profit attributable to equity holders of the Company by

BRERBNRBEARRARESE ARG
i MR A BN E 1T B AR A0 PSS BEt

sty

the weighted-average number of ordinary shares in issue Ho
during the year.
2006 2005
ZBERE —ZTTREF
(Restated)
(fe=351)
Profit attributable to equity holders ARBREFREA
of the Company (HK$'000) FEAE & A (FE&TT) 22,867 36,189
Weighted-average number BRILTRERZ
of ordinary shares in issue ("000) IR (FIR) 368,605 368,190
Basic earnings per share (HK cents per share) SRR ERZEF| (FRE) 6.20 9.83



(b) Diluted

Diluted earnings per 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 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

(b) #F

AEBBREEANE - HERTERERZM
BYHEERBRmALEE T BRERHE
BIELAE - ARRIZABEL BRERBR
BEMESL - HetBRERARITEBRER
Ptz Rz SR EEEL - BUERTRE
NAYEE (BRI RAARBRND 22F 115
MIERE) REZBRH < BB - EXMEE
BB T RBRERETEMEHTL

the Company’s shares) based on the monetary value of B fn &R B 1ELL 8 o
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.
2006 2005
—BEAF —TERF
(Restated)
(&)
Profit attributable to equity holders ARARIRERE ARG RN R
of the Company and used to determine ANETSREERT
diluted earnings per share (HK$'000) (FAT) 22,867 36,189
Weighted-average number BEEITEERZ METHH
of ordinary shares in issue ("000) (FR%) 368,605 368,190
Adjustments for share options (‘000) FEBERE (T17) — 2,197
Weighted-averaged number STESREERT
of ordinary shares for diluted LAz Nt T 15 2
earnings per share ("000) (F&) 368,605 370,387
Diluted earnings per share BREE AT

(HK cents per share) (R AL 6.20 9.77



2006 2005

—EERE —ETREF

HK$'000 HK$'000

TER FET

(Restated)

(FEE71)

Wages, salaries and allowances I%  Haek=2is 74,971 69,908
Bonus 1E4T 2,084 3,994
Pension costs — defined contribution schemes RIKE A — REHREE 3,624 3,608
Share option scheme - value of services B2 - RBEE 57 612
Welfare and benefits B R A &= 3,365 2,224
84,101 80,346

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 of
approximately 5% of the employees’ salary. The unvested
benefits of employees who have terminated employment are

utilised by the VSC Group to reduce its future contributions.

Under the MPF Scheme, each of the VSC Group and its
employees makes 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 subjected
to a cap of HK$1,000 per month. The contributions are fully
and immediately vested for the employees.
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As stipulated by rules and regulations in Mainland China, the
VSC Group contributes to state-sponsored retirement plans
for employees of its subsidiaries established in Mainland
China. The employees contribute up to 8% of their basic
salaries, while the VSC Group contributes approximately 14%
to 20% of such salaries and has no further obligations for the
actual payment of pensions or post-retirement benefits
beyond these contributions. The state-sponsored retirement
plans are responsible for the entire pension obligations
payable to retired employees.

During the year ended 31st March 2006, the aggregate
amount of the VSC Group's contributions to the
aforementioned pension schemes was approximately
HK$3,624,000 (2005: HK$3,608,000), net of forfeited
contributions of approximately HK$63,000 (2005:
HK$64,000). As at 31st March 2006, there was no unutilised
forfeited contribution (2005: HK$31,000), which could be

utilised to reduce future contributions of the VSC Group.

BETFEAMER  BIEEEEAAESBTRE
B At B ARz B THBREBERAKGE#
R BIMRBEREREEHE©28%  BIRE
EEEZEHFEN14%Z20%HR - BREFHR
gp - Eiﬁ&ﬁf*L%%ﬁLW&ﬁﬂo%
FEREPENRFEEEERNRAREIXMNZ

RIKE o

(<0

REZEZTTAF-A=+—HLFEHRH -
IES & &Y ﬂﬁ%iﬁﬂ21m%ﬁ%ﬁ
3,624, oooﬁér‘c( ZTAF : 3,608,000 L) °
>aa>xum\miﬁ 00T (ZETAF : 64,000
BIL) c RZET EEHEJF*E'ﬂEﬁ?Hﬁ
%IJFHZ%&"/XMM\* B(ZTZTHEF ¢ 31,000%7T)
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(a) Directors’ emoluments (a) EE=M2

The remuneration of every Directors for the year ended HE_ZTF-ZA=ZTHULFESUE
31st March 2006 is set out below: EemT

Contribution

to defined

contribution Share

retirement options

benefit scheme -

Salaries schemes value of
and  HREEHK services 2006
Fees allowances BAMR BRETH Total
wE HeRRE HEzHR  -REEE 8%

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TERn FTEx TR

Executive directors B7EZE
Mr. Andrew Cho FaiYao — SkEB%4E - 556 12 = 568
Mr. Fernando Sai Ming Bttt
Dong — 464 12 37 513
Non-executive director FHTES
Dr. Shao You Bao BrREEL
(passed away on (i =3
12th March 2006) At BEt) 80 - - - 80
Independent BUEHITES
non-executive directors
Dr. Chow Yei Ching ARHEL 80 - - - 80
Mr. Kenneth Woo Shou ~ THS5%4
Ting (resigned (R=ZThE
on 26th August 2005)  NAZT+ABE) - = - - -
Mr. Harold Harold Richard
Richard Kahler Kahlert £ 369 - - - 369
Mr. Kenny King Ching ERELEHE
Tam 120 — — — 120

Mr. Xu Lin Bao (appointed %4 E %4
on 21st April 2006) (R=FERX

649 1,020 24 37 1,730



(a) Directors’ emoluments (Continued)

The remuneration of every Directors for the year ended

31st March 2005 is set out as below:

Fees
we
HK$'000
T
Executive directors #OES
Mr. Andrew Cho FaiYao ~ BkERB%4E —
Mr. Fernando Sai Ming ~ Ett 8854
Dong =
Mr. Johnson Sai Hou Ho & %4
(resigned on (R-ZZnF
28th March 2005) ZAZT\B#E) -
Non-executive director ~ FH{TEZ
Dr. Shao You Bao BREELT 80
Independent BUEHTES
non-executive directors
Dr. Chow Yei Ching AnEEL 80
Mr. Kenneth Woo Shou ~ THS5%4
Ting 80
Mr. Harold Richard Harold Richard
Kahler Kahler% £ 351

EHRLEE
(R-ZZMmF
NA=+HEZ) 60

Mr. Kenny King Ching
Tam (appointed on
30th September 2004)

651

Salaries
and
allowances
Ge Rzl
HK$'000
T

556

464

1,004

2,024

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

performance of the VSC Group.

(a) E=M= (8

HIF—EZERE=A=1t—"HIEEGMNE

EMewmT ¢
Contribution
to defined
contribution
retirement
benefit
schemes
Discretionary ~ HREEI
bonus*  BFIMER
BB FEIZHE
HK$'000 HK$'000
FAT FAT
20 12
100 12
— 40
120 64

Share
options
scheme -
value of
Services
DGR
-R%ER
HK$'000
T

244

2005

Total
ok

HK$000
TiEx

588

655

1,209

80

80

80

351

3,103

# HTERUZANBREAL BN2REREEE

ZHBRAMET -



(a)

(b)

Directors’ emoluments (Continued) (a) ESH< (8)
The share options scheme - value of services represent EERRPEFAZERETE—RBEE
charges to the income statement of the fair value of the BERBERRENE T2 B HBRETR
share options under the share option scheme measured REATHEREELXE S I MMUAEER
at the respective grant dates, regardless of whether the BERAZATEBEFE -
share options are or will be expired or not.
No director waived any emolument during the year. No AEEAN  WREEEHEEMME - 5
incentive payment for joining the VSC Group or BEA - WEER/EAEAME TESUE
compensation for loss of office was paid/payable to any HEMABIEE SEBEBmE -
directors during the year.
Five highest paid individuals (b) REEEHAL
The five individuals whose emoluments were the highest BEESREF AU GERFATHFIRES
in the VSC Group do not include any directors (2005: “ZETRE M) REZHMESER
two directors), whose emoluments are reflected in the R EXHF140) - EHAN (ZSTHEF
analysis presented in Note 14(a) above. The emoluments =) ZATEN/ BN A
paid/payable to the remaining five (2005: three)
individuals were as follows:
2006 2005
“BERE “TTRE
HK$'000 HK$'000
TET FHET
Salaries and allowances e kR 6,650 5,696
Bonus fE4T 798 39
7,448 5,735
2006 2005
ZEEBRF —TTREF
The emolument fell within MezER AT -
the following band:
— HK$1,000,001 to HK$1,500,000 1,000,001/8 7L £ 1,500,000 7T 2 1
— HK$1,500,001 to HK$2,000,000 1,500,001/ 7L £2,000,0007% 7T 3 1
— HK$2,500,001 to HK$3,000,000 2,500,001/ 7T £3,000,000/5 7T — 1
5 3

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

RERR  TEINEANE FRRUKSHA
TIMEBBIMABIRE S B EREBAE



At 1st April 2004
Cost

Accumulated depreciation

Net book amount

R-ZEENFNA—A
A
2iE

REFE

Year ended 31st March 2005 BEZ-ZZR4=H

Opening net book amount,

as previously stated
Effect on adoption
of HKAS 17

Opening net book amount,

as restated
Additions
Disposals
Transfer to investment
properties (Note 16)

Depreciation
Closing net book amount

At 31st March 2005
Cost

Accumulated depreciation

Net book amount

=t-ALEE
BNEETE
BRN2R
Hive s

(& B -~ B/ 4R
F1H Y2

BNEREFE -
]

EE S
i

BRAZRE
(et 16)
i

e

BREEFE

Leasehold
land and
land use

rights
HEL
RitERE
HK$'000
TiEn

11,241

(11,241)

R-FTEF=A=1-A

RA
ZiHE

REFE

Consolidated

= A

=

Leasehold
improvements,

furniture and

equipment
BENZ
Buildings %% &#l
BF E3]
HK$'000 HK$'000
TiEn TR
89,578 48,076
(14,964) (23,581)
74,614 24,495
74,541 24,495
73 -
74,614 24,495
6,129 7,301
(25,926) (129)
(15,477) —
(3,131) (9,307)
36,209 22,360
45,449 54,990
(9,240) (32,630)
36,209 22,360

Machinery
B
HK$'000
TER

68,329

(22,554)

45,7175

45,775

45,775
1,745

(7,708)

39,812

68,834
(29,022)

39,812

Motor
vehicles
"E
HK$'000
TER

7,040

(3,726)

3,314

3,314

3,314
2,893
(212)

(1,364)

4,631

7,954
(3,323)

4,631

Total
ag
HKS$'000
TiER

213,023

(64,825)

148,198

159,366

(11,168)

148,198
18,068
(26,267)

(15,477)
(21,510)

103,012

177,227
(74,215)

103,012



Consolidated

g8
Leasehold
Leasehold improvements,
land and furniture and
land use equipment
rights BENX Motor
BEL#  Buildings & &M  Machinery vehicles Total
Rt i &2 k& Ha RE a5

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

Year ended 31st March 2006 BZE-EEE=FA

St-BLERE
Opening net book amount, ~ EA#IER 3 /E -
as previously stated REHZH 23,091 36,121 22,360 39,812 4,631 126,015
Effect on adoption e srEd
of HKAS 17 FTHLTE (23,091) 88 - - - (23,003)
Opening net book amount, ~ E3#ERE3E -
as restated mE5 - 36,209 22,360 39,812 4,631 103,012
Additions NE — 113 11,668 4,058 1,910 18,349
Disposals & - - (39) - (47) (86)
Depreciation ik - (2,424) (8,819) (7.211) (1,452) (19,906)
Exchange differences ERES - 581 301 868 79 1,829
Closing net book amount B BREFE - 35,079 25,471 37,527 5,121 103,198
At 315t March 2006 RZZEZRE=A=1-H
Cost XA - 46,879 62,205 74,950 9,532 193,566
Accumulated depreciation  ZFHTE - (11,8000  (36,734)  (37,423) (4.411)  (90,368)
Net book amount REFE — 35,079 25471 37,527 5,121 103,198
Depreciation expense recognised in the income statement is MEHNERRERNT :
as follows:
2006 2005
ZEBXRF —ETREF
HK$'000 HK$'000
TER FET
Cost of goods sold HEKAR 10,770 12,087
General and administrative expenses —REITH X 9,136 9,423
19,906 21,510
As at 31st March 2006, buildings of approximately RZZETRF=A=+—H - 425,307,000 T
HK$25,307,000 (2005: HK$8,314,000) were pledged as <:$2 F:8314 oooﬁém ZEFEHEME
collaterals for certain of the VSC Group’s short-term bank loans BIEESE 2 RHHRTER (R KIFE30) °

(see Note 30).



At 1 April

Transfer from property, plant and
equipment (Note 15)

Disposals

Fair value gains

At 31 March

Details of the geographical locations and tenure were:

In Hong Kong
- medium-term leases of between 10 to 50 years

- long-term leases of over 50 years

As at 31st March 2006,

Consolidated

"E
2006 2005
—EERE —TTRHF
HK$'000 HK$'000
FTER FHETT
MU A—H 71,100 36,448
EEEYE  BERRE
(BF5E15) — 15,477
HE (34,288) (8,548)
AEEERE 11,188 27,723
R=A=+—H 48,000 71,100
WA ERERBERFER
Consolidated
A
wh R
2006 2005
—EBERE —ETRHEF
HK$'000 HK$'000
FTER FHET
RES
— 102504 2 R ERFE 4 28,000 56,000
—BE50F 2 REAL 20,000 15,100
48,000 71,100

investment properties of

approximately HK$48,000,000 (2005: HK$38,100,000) were
stated at open market value as at 31st March 2006 as

determined by Jointgoal Surveyors Limited,

independent

qualified valuers. As at 31st March 2005, the remaining

investment properties of approximately HK$33,000,000 were

stated at open market value as at 31st March 2005 as

determined by lan Cullen & Associates, independent qualified

valuers.

TERNFE=HF=1+—H ' 448,000,000/ 7T
TERE ¢ 38,100,000/87T) 2 R B EIRTB

\
N

/\
[l

VRERGEMESNEMERARMEER =
EERF-A=+T—HZRRMEIR - R-F
ZRE=A=+—H8 ' #I'T433,000,000/ &
BYRRBYAERGEMBRER TR
FEER _TTAF=A=1—HzZAMRMES
g o



The VSC Group leases out certain investment properties under

operating leases, for an initial period of two to three years,

with an option to renew on renegotiated terms. None of the

leases includes contingent rentals. During the year ended 31st

March 2006, the gross rental income from investment

properties amounted to approximately HK$1,809,000 (2005:
HK$2,014,000). As at 31st March 2006, the VSC Group's

future rental income under non-cancellable operating leases

was as follows:

Not later than one year

Later than one year and not later than five years

REFE
B1FRARBEF

BIEESET Y2 XMAOMELETRENE - 1
HEINR2E3F  WERERNBHE NEL -
BERNARIAELN - HEZZTTRF=A=T
—HILFEHRE  aREVEFERZHERAR
E#)751,809,0008 T (ZEZTHF : 2,014,000
AL RZZETERF=ZA=+—H " BlEE&
EETUAAME s g ¥R RKESKAR
T

Consolidated

)
2006 2005
—2ERE “TTHEF
HK$'000 HK$'000
TET THET
322 1,557
107 960
429 2,517



The VSC Group’s interests in leasehold land and land use
rights represent prepaid operating lease payments and their

net book amounts are analysed as follows:

At 1st April, as previously stated
Effect on adoption of HKAS 17

At 1st April, as restated
Additions
Amortisation

Exchange differences

At 31st March

RMA—H - RZRAZ2RK
EMEst B 1TR 2R E
RUA—H  &&75

NE

5
RIBER

R=RA=+—H

BEESENHEET R T ERE S RE
NERHORBREREFEINET

Consolidated

s

2006 2005
FRAE  —TTEA
HK$’'000 HK$'000
TR TH7
23,091 11,241
23,091 11,241
= 12,096
(660) (246)
310 =

22,741 23,091



Details of the geographical locations and tenure were: WU ERFERNERFER

Consolidated

me
2006 2005
ZEBRF —TTREF
HK$'000 HK$'000
TER FET
In Hong Kong REE
- long-term leases of over 50 years — #8506 2 REMAL 1,006 1,007
In Mainland China iNGREEAb: )
- medium-term rights of 10 to 50 years —10&E50F 2 H it s 10,042 9,988
- long-term rights of over 50 years —HBE50F 2 K iR 11,693 12,096
22,741 23,091
Amortisation of leasehold land and land use rights has been METH R T EREZEHEBENERERZ
included in cost of goods sold and general and administrative HEKAR —MRITHZH °
expenses in the income statement.
As at 31st March 2006, leasehold land and land use rights of RZZBZERF=ZA=1+—8H - 412,730,000/ T
approximately HK$12,730,000 (2005: HK$1,037,000) were (ZZEZERF :1,037,0008 ) cHEL R £
pledged as collaterals for certain of the VSC Group’s short- mERAECEREE TEREEE cRBARITE

term bank loans (see Note 30). F(RPFEE30) ©



HK$'000

FHET
At 1st April 2004 R_ZETHFMEA—H
Cost XA 73,479
Accumulated amortisation Rt (65,189)
Net book amount REFE 8,290
At 31st March 2005 R-_ZEZERFEF=A=+—H
Opening net book amount H9ERmE 3 E 8,290
Adjustment to purchase consideration for FRUGEFEWE
subsidiaries acquired in prior year MEBARZRE 3,705
Amortisation expense BT (3,969)
Closing net book amount HR R R E 8,026
At 31st March 2005 RZEERF=A=1+—H
Cost XA 77,184
Accumulated amortisation Rt (69,158)
Net book amount REFE 8,026
At 31st March 2006 R-ZZEERF=A=+—H
Opening net book amount H9ERmE 3 E 8,026
Adjustment to purchase consideration for FRAGEFEWE
a subsidiary acquired in prior year MERRZHKE 186
Impairment expense REX H (1,437)
Closing net book amount BB R E 6,775
At 31st March 2006 RZBEERNFE=ZA=1+—H
Cost XA 17,318
Accumulated amortisation and impairment 2T EERRE (10,543)
Net book amount REFE 6,775
Amortisation of goodwill for the year ended 31st March 2005 was BE_ZTRGF-A=-+T—HLEFE HEHH
included in general and administrative expenses in the income EBREERRRZ —RRITHXHE -
statement.
Impairment loss of goodwill for the year ended 31st March BE-TSF=-RA=+—HUFEZHERE

2006 is included in other gains - net in the income statement.

PRCKRERERAR  EMlE—FE -

Bl



Impairment tests for goodwill

Goodwill is allocated to the VSC Group's cash-generating
units (“CGUs") identified accordingly to country/place of

operation and business segment.

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

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

business in which the CGU operates.

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

Gross margin 14%
Growth rate 5%
Discount rate 5%

Management determined budgeted gross margin based on
past performance and its expectations for the market
development. The weighted-average growth rates used are
consistent with the forecasts included in industry reports. The
discount rates used are pre-tax and reflect specific risks

relating to the relevant segments.

BB Z BiE A

HENRERBER M 2 EERERD B
R BIEERBEHR e EL B -

RZZETREF=A=+—08 EBIREKBEHE
DEERRAFEAM 2 R EEEME NI o
BETTREF=-A=1T—HLFE  aRuR
RN REELEN 2 LEEE - REBE
e

ReELEU Al BEREEREER
B &t BN aEAREEERSERAEEEL]
EZHBREGHRELFHR R RERN
E1T - BRLFHRARSRETIEAA T2
AHERERIEEHMAR - BREIGBEBHCELE
fERZHFE I RBTIYERE -

EREEFECEIERRA

EF=E 14%
BRX 5%
I35 & 5%

EEESRBABERANEEMERR 2 EAE
AIREEMNE - KA METHREREETR
ﬁ¢WZﬁN*ﬁ°W%%Z%ﬁ$I%ﬁ&M
B WRBREED B E



Unlisted shares, at cost

Due from subsidiaries

The amounts due from subsidiaries are unsecured, non-

Company

VN
2006 2005
—EERE —TTRHF
HK$'000 HK$'000
FTER FHETT
FEEMRG - BRAE 71,746 71,746
=G| 412,370 431,261
484,116 503,007
FEUHT B AR 2 B AR - et Fl 8 R &
%EZ@M

interest bearing and without pre-determined repayment

terms.

Details of the principal subsidiaries as at 31st March 2006 =

were:

Name

=1

Dongguan Van Shung

Chong Steel Products

Co., Ltd. (i)
=B ES 8 E S S
=1 NG

Leisure Plus International

Trading (Shanghai)

Co., Ltd. (iii)
FHEERE S (L8)
=1 RN ()

Shanghai Bao Shun Chang

International Trading

Co., Ltd. (iii)
LEEIREBRKRES

AR 2 A

Place of
incorporation
and operations
af 8 B 3L B
e

Mainland China
AR A i

Mainland China
A A 3D

Mainland China
AR [ A 3B

Issued and

fully paid

share capital/
registered capital
ERTRERE
R/ B A

HK$36,190,000
36,190,000% 7T

US$200,000
200,000 7T

US$3,000,000
3,000,0003 7T

EERF-A=T—HZETZMBRRAFER

Percentage of
equity interest
attributable to the
VSC Group (i)
BEEE&EEMG
BRA Rz B 2L (i)

100%

100%

66.7%

Principal
activities

FRER

Processing of rolled

flat steel products

% 8l 2 an i1 T

Trading of sanitary

wares

///////

Stockholding and

trading of steel

FHREENM



Name

£

Guangzhou Shenchang
Metal Products
Co., Ltd. (iii)

B E & B %l m
A BR A (i)

Tianjin Van Shung Chong
Metal Products
Co., Ltd (iii)
XEEBIEEL B R
A R 2 A

Tomahawk Capital Limited
RAULE (FE)
BRAR]

Van Shung Chong
(B.V..) Limited

Van Shung Chong Hong
Limited
BIEETERAR

Vantage Godown
Company Limited
IEEERHRA

Place of
incorporation
and operations
a8 R AL &

Mainland China
B A 3B

Mainland China
A A 3B

Hong Kong
BB

British Virgin Islands

REREIES

Hong Kong
BB

Hong Kong
BE

Issued and

fully paid

share capital/
registered capital
ERTREE
R/ A

RMB46,500,000
AE#46,500,0007T

HK$33,000,000
33,000,000/ 7T

HK$10,000
10,000 7T

uss$e
6%7T

HK$2,000 ordinary
HK$10,000,000

non- voting deferred (ii)

2,000/ 7T L BA%
10,000,000 7T,
45 2 R R ST R (1)

HK$200,000
200,000/ 7T

Percentage of
equity interest
attributable to the
VSC Group (i)
BEEEREREMGZ
N ()

70%

100%

100%

100%

100%

100%

Principal
activities

ITREHR

Processing of rolled
flat steel products

B E m T

Processing of rolled

flat steel products

HllEmMNT

Finance business

IR E

Investment holding

REER

Trading of steel, and
provision of
management services
BEE MR MH

B R

Provision of
warehousing services

et B E AR



Name

=1

VJY Telecommunication
Equipment (Shenzhen)
Company Limited (iii)

BRREARE
CRYN) A BR 2 B(iii)

VSC Building Products
Company Limited

BIRE 2 &M E
BRAR]

V/SC Plastics
Company Limited
BIEEZBER LA

VSC Shinsho
Company Limited
BIES AR AR

VSC Steel Company
Limited
BESHEF R A A

Place of
incorporation
and operations
18 B 3L B
REWH

Mainland China
H A 3D

Hong Kong
BE

Hong Kong
B

Hong Kong
Bt

Hong Kong
B

Issued and

fully paid

share capital/
registered capital
ERTRBRE
R R A

HK$15,000,000
15,000,000/ 7T

HK$2
28T

HK$2
2/87T

US$9,646,200
9,646,200 7T

HK$38,000 ordinary
HK$20,000,000
non-voting deferred (i)
38,000/ 7T & i@ Ak
20,000,000 T &% 2
REIR T AR (i)

Percentage of
equity interest
attributable to the
VSC Group (i)
BEEEREEMGZ
N R ()

100%

100%

100%

70%

100%

Principal
activities

FEEHK

Manufacture of

enclosure systems
RER B RBINR

Trading of sanitary
wares and kitchen
cabinets and kitchen
cabinet installation
EZZANEHERER
R IR

Trading of plastics

BE%¥R

Trading of processed
rolled flat steel
products
BEENTEME®

Stockholding and
trading of steel

FHEEEMM



Name

£

VSC Steel (Shenzhen)
Co., Ltd. (iii)
BIEE & ORI
7 BR A J(iii)

VSC Steel Products
Company Limited

BIESHATRERDA

VSC Steel (Shanghai)

Co., Ltd. (iii)
DEMERES(L8)

AR 2 E (i)

VSC Trading (Shenzhen)

Co., Ltd. (iii)
SEBZ 5 (FI)
=1 RN (1)

Notes:

Place of
incorporation
and operations
a8 R AL &
ReEWH

Mainland China
A A 3D

Hong Kong
B

Mainland China
A A 3D

Mainland China
A A b

Issued and

fully paid

share capital/
registered capital
ERTREE
R/ A

HK$20,000,000
20,000,0007% 7T

HK$2
278 7T

US$2,780,000
2,780,000F T

HK$240,000
240,000/ 7T

(i) The shares of Van Shung Chong (B.V.l.) Limited are held directly
by the Company. The shares of other subsidiaries are held

indirectly.

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

Percentage of
equity interest
attributable to the
VSC Group (i)
BEEEREREMGZ
N ()

100%

100%

100%

100%

Pi&E

(ii)

Principal
activities

ITREHR

Stockholding and
trading of steel

FHEEEMM

Trading of processed
rolled flat steel
products
BEENTEMER

Stocking and trading
of steel

FHEEEMM

Trading of plastics
and stockholding of
sanitary wares
ESZBNFHZRA

Van Shung Chong (B.V.I.) Limited 2 B& {3 B AR 2
REEREE - HiMBRARZEROBHES

B o

WEERZRRETRNEBIREEEHEE - B

SRETRMLERR

& TEENERENFE

BRERBIBIEETERAALBERIZEACE
2RI L A% 2,000,000,0008 T 2 HESE

IEEHBERLAZEBRRFTAEACENIK

TREI

10,000,000,0007& 7T 2



(i)

Dongguan Van Shung Chong Steel Products Co., Ltd. is a
contractual joint venture established in Mainland China with an
operating period of 12 years to 2007. Leisure Plus International
Trading (Shanghai) Co., Ltd. and VSC Steel (Shanghai) Co., Ltd.
are wholly foreign owned enterprises established in Mainland
China with an operating period of 20 years to 2023. Shanghai
Bao Shun Chang International Trading Co., Ltd. is an equity
joint venture established in Mainland China with an operating
period of 20 years to 2014. Guangzhou Shenchang Metal
Products Co., Ltd. is a co-operative joint venture established in
Mainland China with an operating period of 50 years to 2043.
Tianjin Van Shung Chong Metal Products Co., Ltd. is a wholly
foreign owned enterprise established in Mainland China with
an operating period of 50 years to 2052. VJY
Telecommunication Equipment (Shenzhen) Company Limited is
a wholly foreign owned enterprise established in Mainland
China with an operating period of 15 years to 2016. VSC Steel
(Shenzhen) Co., Ltd. is a wholly foreign owned enterprise
established in Mainland China with an operating period of 30
years to 2035. VSC Trading (Shenzhen) Co., Ltd. is a wholly
foreign owned enterprise established in Mainland China with
an operating period of 20 years to 2024.

The above summary lists the principal subsidiaries which

principally affected the results or formed a substantial portion

of the net assets of the VSC Group. To give details of other

subsidiaries would, in the opinion of the Company’s Directors

and the VSC Group’s management, result in particulars of

excessive length.

None of the subsidiaries had any loan capital in issue at any
time during the year ended 31st March 2006.

(i) REBIESME D RBRA BT —ERTFE A
R zHoNEERE  KEBARNF  Z2FF
+FIE - FEEREES (L) BRARARESR
HEBRE S (L8 AR A B TR B A 2
INELE  KEBENE E-T-=FIt-
BEIESRRESERAR D —ERHEAMA
NZEBERERE  KEHR0F  Z2E N
Fit- BEMHESBHmAERAR D —HRPE
WIS 2 RONE TR - & HIARS0F - B2
TW=FIf - XZEEELBHRERABTI—
IR P B AR 2 SNE 3 - = B R506 -
EZTRCFIE  BRRBMRE ORI ARA
AT — R BN ZNERE - EEEA
15 BT —X"FIt - BIEEWE (RI) R
DRI —ERFRBE A 2 INERE - EEH
BI0F  EZT=RFI - 2EEH(FI)ER
DED—EARFBE AL 2 MBS - KL
B0F ETPF o

MBI EEFEEIRE R E 2 XA A
BIEESEFEECASNEIEWB AR - AR
AZEEREIRERE CERERRIREEMK
BRAZHABRERBBNIE



Investment cost

Advance to an associate

Less: Provision for doubtful receivables

Amount due to an associate

REKK

& —REE R Rl B

B MR BR B

BN —HBEAR

The amount due to an associate is unsecured, non-interest

bearing and have no fixed repayment terms.

Details of the associate as at 31st March 2006 were:

Name

=1

Changshu Baoshunchang
Electromechanical
Manufacturing
Co., Ltd. (i)
EAREIEERS

BLEBR 2 B)

Note:

Place of
incorporation
and operations
A AL S R
e

Mainland China
A A 3

Issued and
fully paid
share capital
ERTR
BERE

US$6,400,000
6,400,0003 7T

(i)  Changshu Baoshunchang Electromechanical Manufacturing

Co., Ltd. is a contractual joint venture established in Mainland

China with an operating period of 30 years to 2035.

Consolidated

o)
2006 2005
~BBAE  -TTIF
HK$"000 HKS'000
A% 5%
5,832 B
. - 12,534
- (12,532)
5,832 ,
9,396 .

RN —RBE DR TR AEEN - NEMER

RIZBERFZA=THBERRZFER:

Percentage of

equity interest

held indirectly

BEFERA Principal activity
BB TEXK

49.9% Processing of rolled
flat steel products

R EmMINT

Pi&E

(i)

ﬁ?ﬁ%ﬂl&iE%&%%‘I?ﬁﬁﬁﬁ“ﬂﬁ*ﬁﬁ“@lmﬂﬂ
RIULZFIRERE  REHMRI0F  2-F=
AFIE-



Deferred income tax assets and liabilities are offset when BEFMSHEERBBERAIERTAEHEER

there is a legally enforceable right to offset current income BREASEAENEBEHERBELEMRER AR —H
tax assets against current income tax liabilities and when the BHET - HAIEEEH REEEHEEREER
deferred income taxes relate to the same fiscal authority. The BRZEHRIMT

balances shown in the balance sheet are, after appropriate

offsetting, as follows:

Consolidated

me
2006 2005
—BEAF “TTREF
HK$'000 HK$'000
TER FHT
(Restated)
€27
Deferred income tax assets: BREFRSEHERE :
- Deferred income tax asset to be — BN+ @A ‘KB
recovered after more than 12 months BEMENERE 10,589 566
- Deferred income tax asset to be — Rt ZEARKE
recovered within 12 months BEFREHEE 6,604 13,231
17,193 13,797
Deferred income tax liabilities: BEXEFREHAE
- Deferred income tax liabilities to be —BR+EAREEZ
settled after more than 12 months BREFEHEAR (2,382) (1,460)
- Deferred income tax liabilities to be - BRTZEARBEZ
settled within 12 months BEMENAE — (4,740)
(2,382) (6,200)

Net deferred income tax assets RIEFMEREETSSE 14,811 7,597



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

Consolidated

=E
2006 2005
—EERF ZTERF
HK$'000 HK$'000
FEx FET
At 1st April, as previously stated RMA—H - RZRAE2RK 13,428 343
Effect on adoption of HKAS-Int 21 RNE A GG &,ﬁl
REBNZTE (5.831) (1,540)
At 1st April, as restated REUA—RB - &&7 7,597 (1,197)
Recognised in the income RBm KPR
statement (Note 9) (M 5E9) 2,474 8,794
Reversal of deferred income tax liabilities BEIEHE—FRMERA
arising from disposal of a subsidiary FIEEZBREMEHAR 4,740 —
At 31st March R=A=+-8 14,811 7,597
The movement in deferred income tax assets and liabilities RAFERELEMEHEERABE 28 (UE
during the year, without taking into consideration the ZEMERADEERA 2 EAREE) N
offsetting of balances within the same tax jurisdiction, is as
follows:
Deferred income tax assets: BEEMENEE
Consolidated
&
Cumulative
Provisions tax losses Total
B R REEBE kel
HK$'000 HK$'000 HK$'000
THT THT TET
At 1st April 2004 R-ZENENA—A 318 870 1,188
Credited to the income statement REBZEEXTA 563 13,054 13,617
At 31st March 2005/1st April 2005 R-ZTR=A=+-8/
“ZERhFNA—H 881 13,924 14,805
Credited/(Charged) to the income statement REZH XA/ (315) 6,101 (2,617) 3,484

At 31st March 2006 RZETRF=A=1—H 6,982 11,307 18,289



Deferred income tax liabilities:

EXAMEHAR

Consolidated

RE
Fair value
gains of
investment
Accelerated properties
depreciation REM%E Total
mEHE ZAVEERE nEg
HK$'000 HK$'000 HK$'000
THET TET FTET
At 1st April 2005, as previously stated RZZEZERFHA—R -
REMZ® (845) — (845)
Effect on adoption of HKAS-Int 21 RINE B &R
REUZFE — (1,540) (1,540)
At 1st April 2005, as restated RZZETHFMA-A "
gl (845) (1,540) (2,385)
Charged to the income statement REZRINK (532) (4,291) (4,823)
At 31st March 2005/1st April 2005 R-ZZEERF=RA=1+—-H/ (1,377) (5,831) (7,208)
“ZTHREMA-AH
Reversal of deferred income tax liabilities BRORLE-—RNEBAR
arising from disposal of a subsidiary EE 2 ERMEHAR — 4,740 4,740
Credited/(charged) to theincome statement  REHXRFT A/ (15) 91 (1,101) (1,010)
At 31st March 2006 RZETERF=ZA=1t—H (1,286) (2,192) (3,478)

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. The VSC Group did
not recognise deferred income tax assets of approximately
HK$3,828,000 (2005: HK$6,573,000) in respect of losses
amounting to approximately HK$23,278,000 (2005:
HK$37,264,000) that can be carried forward against future taxable
income. The cumulative tax losses of approximately HK$13,221,000
can be carried forward indefinitely while tax losses of
approximately HK$10,057,000 (2005: Nil) will expire in 5 years.

SBIE A1 7 & B 0 A PR AR B 75 1 2238 iR R R g
RPN EFAMMA T EE 2 FABBERER - 8
B & S @£ 5 4923,278,0008 T 2 518 (= F
THF :37,264,00087T) BRELEMESHEE
#13,828,000%8 L (Z T T A F : 6,573,000/
JT) o Ze A B BRERRERT - 2
SHRTEE1E4913,221,0008 7T A AR B 8 1
B IBEE£10,057,0008 T (ZETHF ¢
&) BN AFNR



Available-for-sale financial assets (31st March 2006)/Non-
trading securities (31st March 2005) include the following:

Listed securities - equity securities in Hong Kong
Unlisted securities - debt securities

of private issuers

Movements were:

At 1 April
Additions
Disposals
Write-off
Net revaluation deficit charged

against reserve (Note 33)

At 31 March

AEHEHBEE(CEERNE=A=1—8)
SIEBEBEER (CEERFE=A=1t—H)F
1

Consolidated

SEe

2006 2005

—EERE —ZTTRF

HK$"000 HK$'000

TERT FHETT

ETES -BERAES 4,734 10,837
FEEMESF-FABITE

ZEF 8,638 23,264

13,372 34,101
k=

Consolidated
sy

2006 2005

—EEXRE —TTRHF

HK$'000 HK$'000

FTHERT FHETT

MBIUA—H 34,101 60,012

NE 3,612 585

k= (15,600) (15,600)

sH (1,560) —
ERREENR 2 FEREL

(B3E33) (7,181) (10,896)

R=A=+—H 13,372 34,101

As at 31st March 2006, investment in shares listed in Hong
Kong amounting to approximately HK$3,929,000 (2005: HK$
10,837,000) represents approximately 6.6% (2005: 18.9%)
equity interests in North Asia Stratgic Holdings Limited, a

company incorporated in Bermuda and whose shares are

listed on the Growth Enterprise Market of The Stock

Exchange of Hong Kong Limited.

RZZFZEANE=RA=1+—08 REALTRHG
BEHENH39290008 T (ZTTHEF :
10,837,000 7T) * BFEL T RBIERERAF
46.6% (ZZZTRF : 18.9%) BA#EZ GZA A
REREFMRIREROREBHEZHME
[RABIEIZER ET) o



Raw materials R
Work in progress F &K m
Finished goods SIpK o

The costs of inventories recognised as expenses and included
in cost of goods sold in the income statement amounted to
approximately HK$4,270,793,000 (2005: HK$3,879,634,000).

As at 31st March 2006, inventories of approximately
HK$32,975,000 (2005: HK$34,000,000) were pledged as
collaterals for certain of the VSC Group’s short-term bank
loans, and certain inventories were held under trust receipt
bank loan arrangements (see Note 30).

Consolidated

He
2006 2005
—¥EAE  -TTIF
HK$’'000 HK$'000
TR TH7
189,918 281,237
37,274 22,509
287,112 592,100
514,304 895,846

FERACRRALIERERENESRZHBE
BX 75 AR #94,270,793,00008 T (ZEE R £ -
3,879,634,000/8 7T) ©

RZZETXE=A=+—H8 ' #32,975,000% T
(ZZZHE : 34,000,000/87T) 2 75 F LA
BlEERE s RHRBTEFRAE TEFERNMER
FAWRBITERZH A (RHE30) -



Due from customers on installation contract work consisted BRERP s ZEANTRRBE

of:

Costs plus recognised profits less
foreseeable losses

Less: Progress billings received and receivable

Due to customers on installation contract work consisted of:

Costs plus recognised profits less
foreseeable losses

Less: Progress billings received and receivable

Consolidated

ey
2006 2005
—REAF “TTHE
HK$'000 HK$'000
FTHERT FHETT
BRI HER
Y AR AT TR R g 18 161,434 164,306
B B R RN 2 E R (153,109) (149,690)
8,325 14,616

BNREFPZZERANIRERE

Consolidated

sy
2006 2005
—REAF “TTHE
HK$"000 HK$'000
FTHERT FHETT
BRI HER
Y AR AT TR R g 18 945 689
W Bl R EN 2 EFRR (1,047) (1,631)

(102) (942)



Sales are either covered by letters of credit with bills payable
at sight or on open account with credit terms of 15 to 90

days.

Ageing analysis of trade and bills receivables was as follows:

HEAUREBRAN 2 ERE R AR
7 EEH-—RNFISEORTE -

RUEARREZREDITIT

Consolidated

PAN
wh R
2006 2005
—EEBRF —TERF
HK$'000 HK$'000
TER FHET
0 to 60 days 0-60H 472,646 448,247
61 to 120 days 61-120H 175,263 170,993
121 to 180 days 121-180H 42,741 83,219
181 to 365 days 181-365H 19,631 20,124
Over 365 days #BiB365H 34,439 27,670
744,720 750,253
Less: Provision for impairment of receivables B EUERRERE (15,105) (13,495)
729,615 736,758
The carrying amounts of trade and bills receivables BURSREEZ REHEEE A TEEAS
approximate their fair values.
Included in trade and bills receivables as at 31st March 2006 - BEERKERTR

were retentions from installation contract work of
approximately HK$2,393,000 (2005: HK$4,297,000), which
were not due for collection until satisfaction of the conditions

specified in the underlying contracts.

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

dispersed customers.

During the year ended 31st March 2006, the VSC Group
recognised a loss of HK$3,912,000 (2005: HK$1,813,000) for
impairment of its trade and bills receivables, which is included
in general and administrative expenses in the income

statements.

TBREEEKANMERZ GERRA AR -

AREERSHE N BT BARRRRE
WEREERTER -

BE-TTF-A=+—HULFEHH " BIE
ESBEEHR43,912,0008 T (ZTEFTAF :
1,813,000 7T) 2 BKERER L EE 2 RERERE -
HEEEEOEERRRF 2 —RETHRX H
A o



Trade and bills receivables were denominated in the following FUEERRZEZEBETIES :

currencies:

Consolidated

o)
2006 2005
—EBXRF —TERF
HK$'000 HK$'000
FH THT
Hong Kong dollars BT 262,800 251,152
Chinese Renminbi AR 295,783 249,432
United States dollars ETT 183,426 244,540
Euro BT 2,711 5,090
Japanese Yen Ht — 39
744,720 750,253

Consolidated

me
2006 2005
ZBERE —TTREF
HK$'000 HK$'000
FTET FHET
Prepayments for purchases TE T EREE IR 115,406 125,850
Dividends receivable e RZ B 1,589 1,110
Value added tax receivables JE W2 B R 12,127 14,502
Consideration receivable arising from REE—HMBRBZET

disposals of certain interest in a subsidiary BEmEEZERRE 2,102 —
Other receivables and advances Hofth e W ]2 BV R 20,765 —
Other deposits and prepayments Hitniz e RIEMRIE 21,213 20,358
173,202 161,820

The carrying amounts of prepayments, deposits and other TBNFIE  HeREMERER  RESEER

receivables approximate their fair values. RNTEBERE



Pledged bank deposits and cash and cash equivalents are

denominated in the following currencies:

Hong Kong dollars AT
Chinese Renminbi AR
United States dollars ETT
Pound sterling HEE
Euro BT
Japanese Yen Hit

As at 31st March 2006, bank deposits of approximately
HK$5,896,000 (2005: HK$8,574,000) were pledged as
collateral for the VSC Group's banking facilities (see Note 30)
and of approximately HK$194,000 (2005: HK$3,612,000) was

restricted as custom deposits in Mainland China.

As at 31st March 2006, cash and bank deposits totalling of
approximately HK$96,226,000 (2005: HK$103,636,000) were
denominated in Chinese Renminbi, which is not a freely
convertible currency in the international market and its

exchange rate is determined by the People’s Bank of China.

BEERARTERRREERE

8

ERETIE

L
Consolidated
sy
2006 2005
ZEBARF —TERF
HK$'000 HK$’000
TR T
43,341 44,137
96,226 103,636
37,342 29,876
23,474 24,465
3,532 709
731 1,349
204,646 204,172

RZZEXF=A=1+—H EAEIESSER
TEE(RME0)ERR 2 RITIFERL
5,896,000 L (ZE TR : 8,574,000/ L) &
B 8 BRE € 2 R 53R £ £9194,000% 7T
(ZZZT A% :3,612,00087T) °

R-ZFZAE=A=1+—H BEE£EZHE:
LRI FE R 47596,226,0008 L (ZTTH
% : 103,636,000 ) BRRBEARY - ZE¥R
THEBEmSERAL R EE R EXR A
BARBITETE °



Payment terms with suppliers are on letters of credit and

open account. Certain supplier grant credit period ranging

from 30 to 210 days.

Ageing analysis of trade and bills payable was as follows:

0 to 60 days

61 to 120 days
121 to 180 days
181 to 365 days
Over 365 days

0-60H
61-120H
121-180H
181-365H
HiB365H

The carrying amounts of trade and bills payables approximate

their fair values.

Trade and bills payables were denominated in the following

currencies:

Hong Kong dollars
Chinese Renminbi
United States dollars

Euro

HEUERYAEEERCEIRNET ETHE
BZEEBNT30E210BRE -

BNRAREBRZKESNOT :

Consolidated

s
2006 2005
—9RAE  —TTIF
HK$'000 HK$'000
FHR FHT
130,822 306,357
33,298 33,015
19,063 20,524
438 3,671
2,975 1,371
186,596 364,938

ENEREER FReBEEE A FEERS -

BB RERS THEE -

Consolidated

&4
2006 2005
—REAE  -TTEF
HK$’000 HK$'000
TR TH7
24,926 6,445
33,369 101,123
128,301 257,287

— 83

186,596 364,938



Accrued purchases

Accrual for employment costs
Accrual for operating expenses
Value added tax payables
Payables for operating expenses

FEATiRE

JEATIE B AR
FERHE 2
IR ER
AN S

The carrying amounts of accrued liabilities and other payables

approximate their fair values.

Bank loans
- Trust receipt bank loans
- Short-term bank loans
- Long-term bank loan, current portion

Other loan
- A minority shareholder
of a subsidiary

Bank loans
- Long-term bank loan,
non-current portion

Consolidated

2006
—EERE
HK$'000
TEx

3,200
5,972
20,498
14,616
4,830

49,116

EAEEREMEMESR FEeREE

@ﬁ

)

2005
—ETRHEF
HK$'000
FHET

2,300
11,969
14,624
17,625

8,876

Consolidated

PAN
=]

2006
—EBEXE
HK$'000
FTER

RITEX
— =W %Eﬁiéﬁx 539,520
—EHRITER 218,999
—%%ﬁﬁ%% 2 5 —
758,519

H ﬁﬂ =E: /V\

——fMBARZ

—fN L EKE 11,700
770,219

RITEX

—RERITEN - FEHIH

2005
“EThHEF
HK$'000
FET

678,004
165,644
55,555

899,203

11,700

910,903

166,667



The VSC Group’s bank borrowings were secured by:

(i) pledge of buildings of the VSC Group of approximately
HK$25,307,000 (2005: HK$8,314,000) (see Note 15);

(i) pledge of leasehold land and land use rights of the VSC
Group of approximately HK$12,730,000 (2005:
HK$1,037,000) (see Note 17);

(iii) pledge of the VSC Group's inventories of approximately
HK$32,975,000 (2005: HK$ 34,000,000) and certain of
VSC Group's inventories held under trust receipt bank

loan arrangements (see Note 23);

(iv) pledge of the VSC Group's bank deposits of
approximately HK$5,896,000 (2005: HK$8,574,000) (see
Note 27); and

(v) guarantees provided by the Company.

Other loans are unsecured and bear interest at commercial

rates.

As at 31st March 2006, all borrowings are due within one

year and the carrying amount approximate fair value.

BIES & E 2 RITER B TISRELR

() BIEE%EEZEIFEFL25,307,000/% T
(ZZZERHE : 8,314,000 t) (B
15) :

(il BIEEEEZEMRAE iR+ FEREY
12,730,000 L (ZZZHF : 1,037,000
B (RME17)

(i) BIESEE 2 #HM7FEL32,975000% T
(ZZEZTAHE : 34,000,000 70) RiEET
WERTERLZHFEE2ETEE (R
23) :

(iv) BIES%EE ZIEMEIT1FET 45,896,000/
T (ZEERE : 8,574,000/ 7T) (BT
27) &

(v) ADBHRHZFER -
HtEF I EERRATEN R R -

RZZEERF=A=+—H ﬁﬁﬁlﬁ\ﬂﬁ'ﬁ&i
FREEMEFCEESREEATEERS



Borrowings were denominated in the following currencies:

Hong Kong dollars (HK$)
Chinese Renminbi (RMB)
United States dollars (US$)

B TL(HKS)
AR (RMB)
FEIT(US$)

The effective interest rates at the balance sheet date were as

follows

Bank loans
Other loan

HK$

sk

IRITE R 4.9%

HER —

2006
—REAE
RMB

5.5%

&

BETIEE

Consolidated

Consolidated

)

uss

5.3%

A

=}
2006 2005
—¥RAF  “TTEF
HK$’000 HK$'000
TRER TET
564,118 893,688
151,999 122,645
54,102 61,237
770,219 1,077,570

REFH  BERFERMF
2005
—TTHF

HK$ RMB us$
2.6% 5.3% 3.3%
— = 2.8%

4.5%



2006 2005

ZEERE “ZERE
Number of Nominal Number of Nominal
shares value shares value
k4] HE BSnE 4 [EED
‘000 HK$'000 ‘000 HK$'000
TR THER T FiET
Authorised (Ordinary shares AT (BREE0.10BT
of HK$0.10 each) TEA%) 1,000,000 100,000 1,000,000 100,000
Issued and fully paid (Ordinary ~ EE{TRER (B
shares of HK$0.10 each): 0. 108 T2 L&)
At 1Tst April RMA—A 368,605 36,861 367,784 36,778
Issue of shares upon RITHE R EE M
exercise of warrants Eapd) {v) — — 821 83
At 31st March R=A=1+—H 368,605 36,861 368,605 36,861

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

Company’s shares of HK$0.10 each.

REBIBESKE  BRETE BIRSKEAE
TEIRESBE  EMER - REA - BRSAAKRK
(BRMITESIFMITESR) URBARR K
o MABEBIREEHTEARARMNZ30%
(TR BRI EITAMD RSN © (TEERAERR
AEFEEERRIBRATIITRSERE
(AERRBEORELE TRREEREERAR
SAAR ARG ZWHE : ()RR RRORE
EROARTEBRERHI LA AESEHE
RHABRABMAIN 2 FHRHE  R(i)AA
Al EEZR0.108TT



Movement of share options were:

Date of grant
BTEH

19th September 2003

“EZ=FNAATIH

2nd May 2003

—“ZTE=FRHA_"H

7th May 2003

—ZTE=FHA+H

Exercise period

TR

19th September 2005 to
18th September 2013
“TTRFAATNAE
“T-=FhnA+NR

2nd May 2003 to

1st May 2013
—ZET=-FhAZRZE
—T-=%1HA—H

7th May 2005 to

6th May 2013
= T e =
—E-=FHANH

Subscription
price per
share
BRITEE
HK$

AT

1.418

0.980

0.970

BRELDIT

Beginning
of year

£
'000
Tin

2,300

7,250

5,900

15,450

Lapsed
during
the year
FRXK
‘000
T

(1,000)

(800)

(1,800)

End of year

5
‘000
5

1,300

7,250

5,100

13,650



At st April 2005, as
previously reported

Effect on adoption of
HKAS 17

Effect on adoption of
HKFRS 2

Effect on adoption of
HKAS-Int 21

At st April 2005,
as restated
Opening adjustment on

adoption of HKASs 32 and 39

Opening adjustment on
adoption of HKAS 40

At 1st April 2005, after
opening adjustment

Profit for the year
attributable to equity
holders of the Company

Transfer from retained earnings

Share option scheme -
value of services

Change in fair value of
available-for-sale
financial assets

Investment revaluation reserve
transferred to income
statement upon recognition
of impairment loss of
an available-for-sale
financial asset

Dividends paid to equity
holders of the Company

Currency translation differences

At 315t March 2006

Representing:
Proposed dividend
Others

RZETHEMA-A -
BRHER
Rhgmedz
EAVEiA 7
RhEEaEREEN
2y
FhEsetE
2R Y

RZZZREMA-H -
Y]
RhEReHEIENR
395 2 A%

R EREHERE40R
b2 TS

R-ETHEMA-A
BB
ARRRE
HEAER
EREA
ERARBET
e HER
RHEE
Akt E 2B
BEAVBE
8
—BAfttEr
HBEEL
REBE
ARG E
EfEER
EREX
ERARARE
HEAZERSE
EHELER

RZETREZA=T-A
B

eI
At

Share
premium

ki@
HK$'000
TEn

313,59

314,610

57

314,667

Capital
redemption
reserve
g%
ROt
HK$'000
Ti7

71,203

71,203

71,203

71,203

Statutory Capital
reserves()  reserve
EERE() ERRE
HK$'000 HK$'000

T THR
8,259 58,355
8,259 58,355
8,259 58,355
2,807 -

11,126 58,355

Consolidated

£

Investment
revaluation
reserve
k&
EfiikfE
HK$'000
T

(6,993)

(6,993)

(6,993)

(7,181)

14,424

250

Investment
properties
revaluation
reserve
RENE
EfRE
HK$'000
fin

2,069

2,069

(2,069

Cumulative
foreign
currency
translation
adjustments
2R
EiHE
HK$'000
T

(2,647)

(2,647)

Retained
earnings

REEA
HK$'000
TERL
206,874
88

(1,014)

(5,831)

200,117
3524

2,069

205,710

22,867
(2,867)

217,601

4,055
213,546

217,601

Total
g
HK$'000
AL
656,716

88

(5.831)

650,973

3524

654,497

22,867

57

(7,181)

14,424

(8,109)
2,039

678,594



At st April 2004, as previously
reported
Effect on adoption of
HKAS 17
Effect on adoption of
HKFRS 2
Effect on adoption of
HKAS-Int 21

At 1st April 2005,
as restated
Profit for the year attributable
to equity holders
of the Company
Transfer from retained earnings
Issuance of shares upon
exercise of warrants
Share option scheme -
value of services
Fair value gains of
investment properties
Change in fair value of
a non-trading security
Investment revaluation reserve
transferred to income
statement upon
recognition of impairment
loss of a non-trading security
Dividends paid to equity
holders of the Company
Currency translation differencs

At 31st March 2005
Representing:

Proposed dividend
Others

Share
premium

Rita@E
HK§'000
TER

RZZTMEMA-A -

BENZR 312,712
RyEmeEl

FTHE2 -
FERIBREEN

2 8 402
FyEEedEl

DENzYE -

RZETHEMA-A

]| 313,114
ARRRIE

FEAER

EREA -
BRARART -
R AR

ESG 884
BREE -

RHEE 612
YN

[EBYE -
—BHEEE RS2

ATEEE -
—BHEEEER

LHEBE

ERNRE

EL

ERZERR -
BRALAIRE

REAZRE -
ERELER -

RZEEREZF=T-H 314610

=r

#
&
it

Capital
redemption
reserve
g%
REffk
HKS'000
TEn

71,203

71,203

71,203

Consolidated

&&
Investment
Investment properties
Statutory Capital  revaluation  revaluation
reserves(i) reserve reserve reserve
RE  REWE

EERED) ERRE  EMER  ERER
HK§'000 HK$'000 HK$'000 HK$'000
TER TER TER TER

5532 58,355 (6,097) =

5532 58,355 (6,097) =

2,721 = = =
= = = 2,069
= = (10,89) =
= = 10,000 =

8,259 58,355 (6,993) 2,069

Cumulative
foreign
currency
translation
adjustments
2R
Ei#%
HK$000
TARL

2,75)

(2,752)

105

(2,647)

Retained
earnings

REEH
HK$'000
TET
178827
73

(402)

(1,540)

176,958

36,189
@)

(10,303)

200,117

8,109

192,008

200,117

Total

2%
HK$'000
T
623,780

73

(1,540)

622,313

36,189

884

612

2,069

(10,89)

10,000

(10,303)
105

650,973



At 1st April 2005,

as previously stated

Effect on adoption
of HKFRS 2

At 1st April 2005,
as restated

Loss for the year

Share option
scheme - value
of services

Dividends paid

At 31st March 2006

Representing:
Proposed dividend
Others

BREHZR
RABRBMBERE
RAE2FZ 2T E

R_ZETREF
MA—H -
mED|

FEEE

Rt —
RGEE

B AE

519
[ 1

i
I

[1]

o A

[1] u}lﬂ
a

=
<5
s

N
/

el )

Share
premium
R E
HK$'000

TET

313,596

1,014

314,610

57

314,667

Capital
redemption
reserve
EXEORE
HK$'000
TER

77,203

77,203

77,203

Company

KAF
Contributed Retained
surplus(ii)  earnings
BAREG) HREEA
HK$'000 HK$'000
FET FET
53,986 21,443
— (1,014)
53,986 20,429
— (479)
— (8,109)
53,986 11,841
4,055
7,786

11,841

Total
k]
HK$'000
FET

466,228

466,228
(479)

57
(8,109)

457,697



Company

AR
Capital
Share  redemption  Contributed Retained
premium reserve surplus(ii) earnings Total
BRGEE BEABOHE ARG REEN mE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET FTHET FTHET FTHET FTHET
At 1st April 2004, RZTTWEF
as previously stated mA—B -
RERMZW 312,712 77,203 53,986 31,828 475,729
Effect on adoption of ~ RMBF BB RS
HKFRS 2 BRER 2 E 402 — — (402) —
At 1st April 2005, RZETRHE
as restated MA—A &&5 313,114 77,203 53,986 31,426 475,729
Loss for the year FEEHR — — — (694) (694)
Issue of shares upon BT RAERT
exercise of warrants BITRA 884 — — — 884
Share option scheme — BER% 5t &) —
value of services BBER 612 — — — 612
Dividends paid B E = = = (10,303) (10,303)
At 31st March 2005 ~ RZTThF
—A=t—~H 314,610 77,203 53,986 20,429 466,228
Representing: B
Proposed dividend #zRE 8,109
Others HAh 12,320

20,429



Notes:

(i)

(ii)

Statutory reserves represent enterprise expansion reserve fund
and general reserve fund set up by certain subsidiaries in
Mainland China. As stipulated by regulations in Mainland
China, the subsidiaries established and operated in Mainland
China are required to appropriate a portion of their after-tax
profit (after offsetting prior years losses) to the enterprise
expansion reserve fund and general reserve fund, at rates
determined by their respective boards of directors. The general
reserve fund may be used for making up losses and increasing
capital while the enterprise expansion reserve fund may be
used for increasing capital.

Under the Companies Act 1981 of Bermuda, contributed
surplus is distributable to equityholder subject to the condition
that the Company cannot declare or pay a dividend, or make a
distribution out of contributed surplus if (i) it is, or would after
the payment be, unable to pay its liabilities as they become
due, or (ii) the realisable value of its assets would thereby be
less than the aggregate of its liabilities and its issued share
capital and share premium account.

Hi g

(i)

(ii)

EERBELRTEAME THERARZEXER
EEES R —RHEEESIRY - KRPERD
ERATH > R BRI KRG 2B R RA
REBRBRBEN (REHBEFEER) PR
PDECERRFRES R —RERES - LEXTS
HEEEFEETE - —REBESURELEEES
BRENEA  MEXERFEEES WA EEMN
B o

BEBRE-NAN—FRAE  FABRBRATDIK
TRIEFAA  MHEHBIREES K MRS
RBABBELDIKE - ()BIBE T EERE(ES
XEB T MEIER - RNEEEZ A
REEKSERAMINERRARESETERARK
aERAMAFTER  ABIEETAEL it
HER  XNEDIK -



(a)

Reconciliation of profit before income tax to net cash (@) BRBiADE
inflow/(outflow) generated from/(used in) operations is /(i)
as follows:

Profit before income tax BR 25¢ Al s A

Interest income BN ON

Interest expense FEX

Dividend income from available-for-sale
financial assets/non-trading securities

Depreciation of property, plant and
equipment

Gain on disposal of a building included
in property, plant and equipment

Net loss/(gain) on disposals of property,

plant and equipment other than a building

Gain on disposals of investment properties

Gain on disposal of a subsidiary
Loss on disposal of certain
interest in a subsidiary
Gain on disposal of certain interest
in a subsidiary
Loss on disposal of an available-for-sale
financial asset
Fair value gains of investment properties
Impairment loss of an available-for-sale

financial asset/a non-trading security

Amortisation of goodwill
Amortisation of leasehold land and

land use right

AN E 2 BB E JEE
BEZERZBRBBA
ME - BERRE

ZIE
HE—EEFEERYE -
BE RS 2 e
HERBFINZYE BER
R EER (W)
HEREBEME 2 W=
ekl | NS A
HE—RNBARET
w2 ER
HE—RNBARSET

B o e
HE-BAHEHEEZ
MBEELER
REWMELTFEAKE
—EHAHHECMBEE
—IHFEBEZERZ
REEE

HEEH
HELTH R i

5 A 2 B8

IMEEEESE (A ZRERA

SFRHEENT ¢

Consolidated

A

wh R
2006 2005
—REAE  TIEF
HK$’000 HK$°000
TER TR
26,597 47,797
(4,490) (5,059)
45,959 17,927
(1,603) (2,296)
19,906 21,510
= (10,474)
32 (107)
— (55)
(4,740) =
198 =
(607) =
1,560 =
(11,188) (25,654)
14,424 10,000
= 3,969
660 246



(a)

(Continued)

Impairment of goodwill

Change in fair value of derivative

financial instruments

Share option scheme - value of services

Operating profit before working
capital changes

Decrease/ (Increase) in inventories

Decrease/ (Increase) in due from customers

on installation contract work

Increase in prepayments, deposits and

other receivables

Decrease in trade and bills receivables

Decrease in loans receivable

(Decrease)/Increase in trade and bills payables

(Decrease)/Increase in due to customers

on installation contract work

Increase in amount due to an associate
Increase/(Decrease) in receipts in advance

(Decrease)/Increase in accrued liabilities and

other payables

Net cash inflow/(outflow) generated

from/(used in) operations

(@) (&)

WA
(TESHTIAY
ATEE
AR 8- RS

BERD/ (M)
BREFPZRANTIRE
wA/ (&)
BN - Re REM
JE U AR KB A
FEW BR AR M R BB D
FEY & R A
AT BR TR R R (R 4) /40
BNEFPZZRANIR
(R4 /$& 0
JE A< — TR & 2 BIE N
AlEEE M, (i)
AT REREMEN
FIECRD)

geEL /(R 2
RERA/ (i) 28

Consolidated

)

2006

S L
HK$’000
FiE

1,437

4,476
57

92,678
381,542

6,291
(8,882)
7,143
6,491
(178,342)
(840)
9,396

24,755

(6,178)

334,054

2005
—ETHEF
HK$'000
FET

612

58,416
(199,905)

(3,166)
(73,589)
99,599

400
14,309
785

(2,228)

10,470

(94,909)



(b) In the consolidated cash flow statement, proceeds from (b) EHZERETERTP  HEDE BEKRX

sale of property, plant and equipment comprise: BIIRZHIAR
Consolidated
oy
2006 2005
ZEBARF —TERF
HK$'000 HK$'000
FET FHET
Net book amount REFE 86 26,267
(Loss)/Gain on disposals of property, HEWE  BERZEZ
plant and equipment BB/ (&R
- a building ——IHEF — 10,474
- other property, plant and equipment —HbE - BEREE (32) 107
Proceeds from disposal of property, HEME  BEREE

plant and equipment FT{3 %8 54 36,848



(c) During the year ended 31st March 2006, the VSC Group () BE_ZZ F-A=t+—HIFEHMH "

disposed 100% of its equity interest in a subsidiary for a BlEESEHE—HMNBAR AR -
consideration of approximately HK$34,593,000. Details {E{E #934,593,000/ 7T  Z M B A AN
of the net assets of the subsidiary as at the date of ERZFEEFAER -

disposal were:

HK$'000

FET

Investment properties REWME 34,288
Prepayments, deposits and other receivables FEf3XIB « & R H b IR K 83
Cash and cash equivalents RekBReEE 360
Accrued liabilities and other payables FERT BB R H fth FE 15 AR X (100)
Current income tax liabilities BHREHAR (38)
Deferred income tax liabilities EXEFREHAE (4,740)
Net assets disposed of g2 FEE 29,853

Analysis of net cash inflow in respect of disposal of the FEREHE FMMBARZRESRAFEITAT ¢
above subsidiary was as follows:

HK$'000

FHET

Consideration for the disposal HEZRE 34,593
Less: Cash and cash equivalents B FTHEZHRER

disposed of BeEE (360)

Net cash inflow RERNFEE 34,233



Consolidated Company
me b NN
2006 2005 2006 2005
—BERE —TTRF ZBERE CITITInF
HK$'000 HK$'000 HK$’000 HK$'000
TET FHET TET FHET
Performance bonds BHRRE 1,612 6,293 — —
Guarantees provided by AREHHE
the Company in respect B8 Bl
of banking facilities RITRE M
of its subsidiaries heft 2 EIR — — 1,525,559 2,171,204
1,612 6,293 1,525,559 2,171,204
(a) Capital commitments (a) EFRAEIE

REEREAINERRELEZERRMN

yet incurred is as follows: T :

Capital expenditure at the balance sheet date but not

Consolidated

#e
2006 2005
ZBEXRE —TTRF
HK$'000 HK$’'000
TER FHET
Property, plant and equipment ER e
Contracted but not provided for B AERER 9,742 —



(b) Commitments under operating leases

(0

Total commitments payable under various non-
cancellable operating lease agreements in respect of

rented premises was analysed as follows:

Not later than one year REF
Later than one year and BIFER
not later than five years RESF

Commitments under forward foreign currency

contracts

As at 31st March 2006, the VSC Group had outstanding
forward foreign currency contracts to purchase
approximately US$97,400,000 (2005: US$70,731,000)
for approximately HK$752,602,000 (2005:
HK$530,254,000), for the purpose of hedging against
the Group’s commitments arising from its trading

activities.

(b) EXRBEHNEE

(9]

REEADEZE T AMEE ZHOEN
ZEERBEIWFWT

Consolidated

&
2006 2005
—REAE  —TTIF
HK$’000 HK$'000
TR T
2,373 3,194
515 =
2,888 3,194
BIMEEMANRS

RZZEZRF=ZA=1T—RH BEEKEM"
B #£752,602,0008 T (Z 2T R F :
530,254,000 7T) K11 2 EHINEEH
BH A ERER97,400,000% T (=TT H
% :70,731,000%7T) - BENAZIEESE
RESEEEE 2 AL ERE S -



Parties are considered to be related to the VSC Group if the VSC

Group or any member of its key management personnel or their

close family members has the ability, directly or indirectly, to

exercise significant influence over the parties in making financial

and operating decisions, or vice versa, or where the VSC Group

and the parties are subject to common significant influence.

Related parties may be individuals or entities.

(a) Transactions

The following is a summary of significant related party

transactions, which were carried out in the normal

course of the VSC Group business:

Sales of goods and services:
Sales of goods to
a related party (i)
Management services provided
for a related party (i)
Rental service provided

for a related party (i)

Purchases of goods and services:

Commission for procurement
service provided
by a related party (i)
Purchase of goods from

a related party (ii)

Interest received/(paid):
Interest received from
a related party (i)
Interest paid to

a related party (ii)

iﬁz%%
Hﬁ%ﬁﬁ(i)
[r) — ] B3 1~ B R AR
Z,éfuu(ll)

Bl (B FE
BER—REELRR
Z &)

BN —REELRR

Z M2 i)

BIEESBEARAEZ AL IEEEIRESE N

TREEBZKBIMERNE CKEREAE
%Yﬁﬁﬁm NI R ERRITEEAY
@ﬁ~@xﬂw—E2%§'i%§@%%E$

—IBEXHARABEATER  BREEEEA
iOEEAiﬂME@lAtﬁE%°

N

t

%

—_
Q
~
»

HEEBBALZBEARSGHBOT  ERXS
ERRBREBESRERTEXRB LR GIE

GE
Consolidated
A
I =|
2006 2005
—EERE —ZTTRHEF
HK$'000 HK$'000
TEx FHET
(iii)
220,257 339,246
30 360
22 162
(iii)
— 2,221
164,281 104,395
(iv)
1,154 3,380
(524) (187)



(a) Transactions (Continued)

(b)

Notes -

(i)

(ii)

(iii)

(iv)

Year-

This comapny relates to North Asia Strategic Holdings
Limited (“NAS"), which the VSC Group had 6.6% (2005:
18.9%) equity interests as at 31st March 2006. A director
of the Company is also a director of NAS.

This company relates to Shinsho Corporation, the
minority shareholder equityholder of VSC Shinsho
Company Limited, a 70% owned subsidiary of the VSC
Group as at 31st March 2006.

Goods and services are sold and purchased at prices
mutually agreed by both parties.

Interest income and expense are determined at
commercial rate of approximately 4.5% per annum on
overdue balances.

end balances (included in trade receivables

and trade payables)

Recei

Payable to a related party (ii)

e W — ] B
J& A< — ] B

vable from a related party (i)

Notes -

(i)

(ii)

This company relates to North Asia Strategic Holdings
Limited (“NAS"), which the VSC Group had 6.6% (2005:
18.9%) equity interests as at 31st March 2006. A director
of the Company is also a director of NAS.

This company relates to Shinsho Corporation, the
minority shareholder of VSC Shinsho Company Limited, a
70% owned subsidiary of the VSC Group as at 31st
March 2006.

(@) x5 (&)

Pt —

(i

(ii)

(iif)

(iv)

ZAFEIL T REERERDF ([1LEK])
Eﬂ =+—BEIE

ZAREMHEERASHARE B8
IEEHEAR ARz~ DEBER R
ZERF=-A=+—HEREIREEEHEFR
70% 2 Fft B8 7 A)

EmEEARERRBEE R
& (BARETT »

8 77 A 1

FBMA RS T IZE R FHEH4.5%5
HRBEH NS -

(b) FRGH(BRERRRRKENRR

Consolidated

Pt —

0)

(if)

)
2006 2005
—¥¥AE  —2TEF
HK$'000 HK$'000
FHT THT
39,916 118,843
65,288 51,762
2N m L TR AA R A F (T4t J)ﬁ

BiE - N—_ZETFE-A=t+—HBIEE
E%ﬁﬁ%awﬁ%(_?gﬁﬁz
18.9%) ° KAR—NEERAILEZES -

FZARHBHEER G ERE BB
IBEMEBERARZ —MLHERE - R=
ZERE=-A=+-—HABIEE£ERE
70% 2 f 8 1A 7]



(c) Non-trade year-end balances

Payable to a minority shareholder
of a subsidiary (i)

Amount due to an associate (ii)

(i) The balance is unsecured and bear interest at

(0 *EZELZFRER

Consolidated

A
F =1

2006
—BEAF
HK$'000
TET

[ER—FEIB AR
—f D ERER 11,700
e — & AR 9,396

2005
—ETRHEF
HK$'000
FHET

11,700

() BRI BRI RIZHEMNKRFTER

commercial interest rates. B
(i) The balance is unsecured, non-interest bearing and (i) ZEHRUEEF - TFFERIERF
has no fixed repayment term. EZRE -

(d) Key management compensation

Wages, salaries and allowances

Bonus

Pension costs — defined
contribution schemes

Share option scheme - value of services

(d) TREEEHMH

Consolidated

PAN
f =t

2006

—EERE

HK$'000

TR

IE  HekEhs 7,560

T 798
BREKAR—RE

HRETE 134

BREE - RBEEERE 51

8,543

2005
“EThHEF
HK$'000
FHET

6,372
1,920

92
387

8,771



