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UNAUDITED INTERIM RESULTS

The Board of Directors (the “Board”) of Van Shung Chong Holdings Limited
("VSC" or the "Company”) hereby announces the unaudited condensed
consolidated interim financial information of VSC and its subsidiaries (the
"VSC Group”) as at and for the six months ended 30th September 2006,

together with comparative figures, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30th September 2006

AEERTHRE
BEESEARAR([BIRE]HIARF]) 2
Bz (258 EUEMBIEERANEBAR
A(BIEEEE)NEBEE-TTRFAA=
TRIEAEAZ REERMAG AT HREE
MERLBHEFNOT :

BHAERAR
BE-FTAFNAZTALNER

For the six months ended
30th September

2006 2005
BZAA=1+HIEAEA
—EEXRE “TERF
Notes HK$'000 HK$'000
BisE FER FET
(Unaudited) (Unaudited)
(REER) (REEER)
Sales HE 4 2,342,272 2,313,673
Cost of goods sold EERAK (2,159,663) (2,191,446)
Gross profit ER 182,609 122,227
Other gains — net H i — 58 10,631 9,694
Selling and distribution expenses HERDHX N (18,284) (14,325)
General and administrative expenses ~ —#& R 1T H (96,788) (66,393)
Operating profit R 78,168 51,203
Finance costs HHER 6 (18,082) (20,968)
Profit before income tax BRBE AT A 60,086 30,235
Income tax expense PS5 2 7 (14,821) (4,254)
Profit for the period HRER 45,265 25,981
Attributable to: JE1G
Equity holders of the Company RARRERE A 41,694 21,976
Minority interests DHRRER 3,571 4,005
45,265 25,981
Dividends KE 8 8,109 —
Earnings per share for profit BHAXARREREA
attributable to the equity EBEEFFEZERET
holders of the Company
during the period 9
- Basic —EAR HK11.3 cents Bl  HK6.0 cents &1l
- Diluted —#E HK11.3 cents B fll  HK6.0 cents & (Ll

The notes form an integral part of this condensed consolidated

financial Information.
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CONDENSED CONSOLIDATED BALANCE SHEET

As at 30th September 2006

ERGCEERRR
K-FEAENAZTE

As at As at
30th September 31st March
2006 2006
R-ZEEXRE RZEERF
AB=tH =F=+—8H
Notes HK$'000 HK$'000
B & FER FET
(Unaudited) (Audited)
(REER) (BE®%)
Non-current assets ERBEE
Property, plant and equipment ME - BB KHE 10 104,157 103,198
Investment properties REME 10 48,000 48,000
Leasehold land and land use rights ME T ]+ fF AR 10 25,173 22,741
Goodwill SES 10, 11 6,775 6,775
Interest in an associate R—EBE R FED 5,832 5,832
Deferred income tax assets RIEFEHEE 18,013 17,193
Available-for-sale financial assets AEHEE T BREE 12,210 13,372
Total non-current assets FEMBEELR 220,160 217,111
Current assets RBEE
Inventories FE 498,684 514,304
Due from customers on installation BREFPLZEZEHTIRE
contract work 7,153 8,325
Trade and bills receivables EWEBRZ N 2B 12 791,198 729,615
Prepayments, deposits and ENRIE - He REMEKER
other receivables 251,021 173,202
Derivative financial instruments TEERIA 848 —
Pledged bank deposits EEMRITER 20,394 6,090
Cash and cash equivalents Rekiie® 119,920 198,556
Total current assets MBEERR 1,689,218 1,630,092
Current liabilities nEAE
Trade and bills payables ENERRRE 13 189,623 186,596
Due to customers on installation BREFPZEZANTRE
contract work 99 102
Amount due to an associate JE A~ —FE B 2 1 A — 9,396
Receipts in advance U RIE 101,589 56,695
Accrued liabilities and other payables  FE&T & & & H ftb & BR 5% 59,333 49,116
Current income tax liabilities REMEHARE 22,370 11,486
Derivative financial instruments MTEERMIA — 216
Borrowings B8 14 695,801 770,219
Total current liabilities mEBBELER 1,068,815 1,083,826




As at As at

30th September 31st March
2006 2006
RZBEARE RZEERF
AB=+H =A=+—A1
Notes HK$'000 HK$'000
By sx TR FET
(Unaudited) (Audited)
(REER) (BE%)
Net current assets RBEETRHE 620,403 546,266
Total assets less current liabilities #EERFHER 840,563 763,377
Non-current liabilities ¥rBEE
Derivative financial instruments MTELmMTA 1,409 736
Borrowings faE 31,200 —
Deferred income tax liabilities BEFEHEaRE 2,200 2,382
Total non-current liabilities FERBDBELT 34,809 3,118
Net assets EEFHE 805,754 760,259
Equity Ei
Capital and reserves FARRESEARERERGE
attributable to equity holders
of the Company
Share capital R 15 36,861 36,861
Reserves 1 22 720,909 678,594
757,770 715,455
Minority interests DERRES 47,984 44,804
Total equity ERAE 805,754 760,259

The notes form an integral part of this condensed consolidated interim M AEBEEaTHEBERER 0K -
financial Information.



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30th September 2006

LRy £33 ES
RE-ZENFAAZTHILNER

For the six months ended
30th September

2006 2005
BZEAA=1THLEXEAR
ZBEAF “ETRE
HK$'000 HK$'000
TET FAT
(Unaudited) (Unaudited)
(RECER) (REEZ)
Balance as at 1st April REUA—Bz&e 760,259 732,566
Profit for the period B 45,265 25,981
Change in fair value of AftHEHBEEEL
available-for-sale financial assets NFEEBEEZD (1,107) (5,376)
Share option scheme — IR RERT & —
value of services R%EE — 57
Capital contributions from a —RARBARZ
minority shareholder of —MPBRRZERRA
a subsidiary — 1,544
Dividends paid to equity holders ERARRIREREAZRE
of the Company (4,055) (8,109)
Dividends paid to a minority BRN—BHREBRARZ—L
shareholder of a subsidiary LHBRR RS — 611)
Disposal of a subsidiary HE—RK B AR (391) —
Currency translation differences EHENESE 5,783 1,718
Balance as at 30th September RAA=ZtTRZ&R 805,754 747,770

The notes form an integral part of this condensed consolidated interim

financial Information.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
For the six months ended 30th September 2006

BHAEHERER
HE_TE NENA=FTHIENEA

For the six months ended
30th September

2006 2005
BEAhA=1THLEXEAR
—EEREF —TTRF
HK$'000 HK$'000
TER FET
(Unaudited) (Unaudited)
(RBEX) (REEEZ)
Net cash generated from/(used in) mESEEEL  (FTA)
operating activities ZIRE 38,774 (46,201)
Net cash (used in)/generated from KREEE (FA) /EE2
investing activities ReFs (31,137) 3,422
Net cash used in financing activities RESTBAA RS FH (86,273) (19,722)
Net decrease in cash and BehEELEEZ
cash equivalents BOBE (78,636) (62,501)
Cash and cash equivalents as RMA—HZRER
at 1st April Re%E 198,556 191,986
Cash and cash equivalents as RAA=1THZEER
at 30th September Be%E 119,920 129,485

The notes form an integral part of this condensed consolidated interim

financial Information.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

RS M B ER M T

GENERAL INFORMATION

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

The Company and its subsidiaries (together the “VSC Group”) is
principally engaged in (i) China Advanced Materials Processing, including
processing/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.

The condensed consolidated interim financial information are presented
in Hong Kong dollars, unless otherwise stated. It has been approved for
issue by the Board of Directors on 8th December 2006.
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BASIS OF PREPARATION AND ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial information for
the six months ended 30th September 2006 has been prepared in
accordance with Hong Kong Accounting Standard 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA").

The unaudited condensed consolidated interim financial information
should be read in conjunction with the annual financial statements for
the year ended 31st March 2006.

The accounting policies are consistent with those as described in the
annual financial statements for the year ended 31st March 2006, except
that the VSC Group has changed certain of its accounting policies
following its adoption of the new/revised Hong Kong Financial Report
Standards (“HKFRSs”) and Hong Kong Accounting Standards (“HKASs")
which are effective from accounting periods beginning on or after 1st
January 2006 and relevant to its operations. The changes to the VSC
Group's accounting policies and the effect of adopting the new policies

are set out in Note 3 below.

BREEREHRRME
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IMPACT OF ADOPTING NEW/REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND HONG KONG
ACCOUNTING STANDARDS

In 2006, the VSC Group adopted the following HKFRS and HKAS and the
impact on the VSC Group's accounting policies are set out below.

HKAS 39 & HKFRS 4 (Amendments) “Financial guarantee contracts”:
these amendments require issued financial guarantees, other than those
previously asserted by the entity to be insurance contracts, to be initially
recognised at their fair value, and subsequently measured at the higher
of (a) the unamortised balance of the related fees received and deferred,
and (b) the expenditure required to settle the commitment at the
balance sheet date. There is no financial guarantee contract issued at
group level. For guarantees provided by the Company for banking
facilities granted to subsidiaries, the effect of adoption is not significant
to the Company’s financial information and is eliminated on

consolidation.

The following HK(IFRIC)-Interpretations, HKFRS and amendment to HKAS
have been issued by the HKICPA but are not yet effective for 2006 and

have not been early adopted:

e HK(IFRIC)-Interpretation 8, “Scope of HKFRS 2", effective for
annual periods beginning on or after 1st May 2006. Management
does not expect the interpretation to be relevant for the VSC

Group.
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IMPACT OF ADOPTING NEW/REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND HONG KONG
ACCOUNTING STANDARDS (Cont'd)

HK(IFRIC)-Interpretation 9, of embedded
derivatives”, effective for annual periods beginning on or after 1st

"Reassessment

June 2006. Management does not expect the interpretation to be

relevant for the VSC Group.

HKFRS 7, “Financial instruments: Disclosures”, effective for annual
periods beginning on or after 1st January 2007. HKSA 1
(Amendment), “Capital disclosures”, effective for annual periods
beginning on or after 1st January 2007. The VSC Group assesses
the impact of HKFRS 7 and HKAS 1 (Amendment) and concludes
that the main additional disclosures will be the sensitivity analysis to
market risk and capital disclosures required by HKAS 1
(Amendment). The VSC Group will apply HKFRS 7 and HKAS 1
(Amendment) from annual period beginning 1st April 2007.
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10

SEGMENT INFORMATION

Primary reporting format — business segments

At 30th September 2006, the VSC Group operates predominately in

Hong Kong and Mainland China in two business segments:

(1) China Advanced Materials Processing (“CAMP")

(2) Construction Materials Group (“CMG")

4 SWER
TERHFA-XBIH
RZZETRFNA=TH BIEEXHE
FTERBERPEAMCERMBEEEE
%

(1) FEEEMRINT
2) BEME

The segment results for the six months ended 30th September 2006 are BE_ZZRENRA=THLERERZ
as follows: DEEEMT -
CAMP Other
B L& CMG operations Eliminations Total
MRMmT BEEMR Hb %% B M
HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
FExT FER FExT FER FER
External sales HINHE 825,688 1,514,655 1,929 — 2,342,272
Inter-segment sales DEEEE — 52,128 — (52,128) —
825,688 1,566,783 1,929 (52,128) 2,342,272
Segment results DEELE 38,237 62,014 (2,460) 97,791
Other gains — net Hap s — #58 4,318 2,505 3,808 10,631
Unallocated ROMEEL M
corporate expenses (30,254)
Operating profit A 78,168
Finance costs MEER (18,082)
Profit before B %4 A Vg A
income tax 60,086
Income tax expense PRI H (14,821)
Profit for the period  EF R 7 45,265



SEGMENT INFORMATION (Cont'd)

Primary reporting format — business segments (Cont'd)

The segment results for the six months ended 30th September 2005 are

2 EER ()
FEREPA-XKIB (B
HE_TTRFNA=THLEAEAZ

as follows: DEEEWT
CAMP Other
HE S CMG  operations  Eliminations Total
MEIT BREME Hofth 7% G mE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
External sales HIMHE 753,765 1,558,751 1,157 — 2,313,673
Inter-segment sales ~ HEPfEHE — 51,732 — (51,732) —
753,765 1,610,483 1,157 (51,732) 2,313,673
Segment results DEPEE 31,164 33,214 534 64,912
Other gains — net Hih s —F58 3,129 1,397 5,168 9,694
Unallocated RAOBEETH
corporate expenses (23,403)
Operating profit & A 51,203
Finance costs %ER (20,968)
Profit before B B0 Al A
income tax 30,235
Income tax expense {5 (4,254)
Profit for the period IR 7l 25,981

11




12

4

SEGMENT INFORMATION (Contd) 4 ABERE)
Primary reporting format — business segments (Cont'd) TERREN B (E)
Other segment items included in the income statements are as follows: FIRBRKRZEMAHBBEENT :
Six months ended Six months ended
30th September 2006 30th September 2005
BEZ-23REAR=THLAEA BE-ZZRENA=TRIENER
CAMP Other CAMP Other
e L E CMG operations Total HELH# CMG  operations Total
MRNI BERR HEXH aE MHNI BEME HEhER &%
HK$'000  HKS'000  HKS'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEr TEx Tz FEx FTEx  TET  FTET  TER
Depreciation of property, ¥ * BE K
plant and equipment BEZIE 6,394 3,149 738 10,281 6,833 1,016 2,279 10,128
Amortisation of AELH R
leasehold land and T AR
land use rights pg T 130 - 101 231 125 - 201 326
Impairment of goodwill &R E - - - - 1,437 — — 1,437
Impairment of JE W R SR B
trade receivables 1,064 4,564 - 5,628 1,272 — 15 1,287
Write-down of FEMA
inventories 2,329 4,675 — 7,004 318 — — 318




SEGMENT INFORMATION (Cont'd) 4 ABER(E)

Primary reporting format — business segments (Cont'd) TERHR -EBSH(E)
The segment assets and liabilities at 30th September 2006 and capital RZBEZERFNA=THZHBEER
expenditure for the six months ended 30th September 2006 are as BE URBZE_ZTRFAA=TH
follows: ERBRZEARZHNAT -
CAMP Other
HE K& CMG operations Unallocated Total
MEIT BEMHE Hith % AP B e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET FT#T
Total assets BEE 916,368 881,786 51,225 59,999 1,909,378
Total liabilities #wafE 461,755 598,415 3,035 40,419 1,103,624
Capital expenditure ~ BAX M 15,605 1,989 2,194 - 19,788
The segment assets and liabilities at 31st March 2006 and capital R_EERFZRA=T—HZAHEE
expenditure for the six months ended 30th September 2005 are as FEE URBEZZZERENAA=T
follows: AIERNERZEARZHIMT
CAMP Other
B St i CMG  operations  Unallocated Total
MEIT REME HA %5 F vl M
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FET FHET
Total assets BEE 869,860 871,854 65,988 39,501 1,847,203
Total liabilities BEE 369,611 716,158 1,044 131 1,086,944

Capital expenditure ~ BAX M 3,868 3,401 1,177 — 8,446
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SEGMENT INFORMATION (Cont'd)

Primary reporting format — business segments (Cont'd)
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, interest in an associate,
deferred income tax assets, inventories, receivables, operating assets
(including derivative financial instruments) and operating cash. They

exclude investment properties and available-for-sale financial assets.

Segment liabilities comprise operating liabilities (including derivatives

financial instruments). They exclude corporate borrowings.

Capital expenditures comprise additions to property, plant and
equipment, investment properties, leasehold land and land use rights
and available-for-sale financial assets, 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.

2 EHER (8)
TRREEA-FHIH(E)
ADERAREES L - D BEBRK
REBAHEREZ AL ZERARK
T

ITHEETZBHENE  BERRE
HELHRTHMERE BHE R F
RENPIER EEMBSHEE &
B BAREN  BLEE (BRITEER
TR RBRE - ERUTEERENER
ARMEZHBEESAR -

HEEERELAR (BRITEERT
BRI TIBRRELREER -

&
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\

~

BAXHBEMEZDE BERR
B REME HELHRLUMERE
RAHHEZHBEE  TEEERX
et 2 #EEe -

HXHEERRERBRHE 2EHR
BRABEAMHRRE - MELR
BBABILZERDE



SEGMENT INFORMATION (Cont'd) 4

Secondary reporting format - geographical segments
The VSC Group’s business segments operate in Hong Kong and
Mainland China.

Analysis of the VSC Group’s sales, total assets and capital expenditures

2 EER ()
REHREHK - HES B
BIEESEZEHTEARARTAR

EREGEHE  REEREAXH

by geographical location are as follows: BB BAMWT
Sales Total assets Capital expenditures
HE HEE AL
For the six As at As at For the six
months ended 30th 31st months ended
30th September September March 30th September
2006 2005 2006 2006 2006 2005
BZNA=THLAEA R-BBARE ﬁé:%:?%/_\ BENA=THLEREAR
“2BXE  —ZTTH¥  ARAZt+HR ZA=1-— —EERE  —TTHA

HK$'000 HK$'000 HKS$'000
TER TEL TER

HK$'000 HK$'000 HK$'000
TAL TER THAL

Hong Kong BB 541,486 600,173 528,997 558,511 1,107 4123
Mainland China Bl A 1,800,786 1,713,500 1,380,381 1,288,692 18,681 4,323
2,342,272 2,313,673 1,909,378 1,847,203 19,788 8,446

Sales is allocated based on the places in which customers are located.
Total assets and capital expenditures are allocated based on where the

assets are located.

HERBRE MRV ENNE - BEE
REAXHEZEEEZHELEM D
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OPERATING PROFIT

The following items have been credited/charged to the operating profit

during the period:

5

geERER
REBAEEENEHA /RTINS
15 :

For the six months ended
30th September

2006 2005
BEAA=+THLEKREAR
—EERF ZTTRF
HK$'000 HK$'000
TER FHET
Crediting: A
Exchange gain - net A — 58 11,607 3,866
Interest income 2 U A 1,065 2,635
Surplus on revaluation REMEZ
of investment properties ER 23 — 6,388
Charging: Mz -
Depreciation of property, mE - BER
plant and equipment RE2IE 10,281 10,128
Amortisation of leasehold HELIHR
land and land use rights T R B i 231 326
Loss on disposals of property, HENE  BER
plant and equipment BB 49 —
Loss on disposal of & — R
a subsidiary NElZ B8 3,515 —
Impairment of goodwill HERE — 1,437
Impairment of JE W AR TORE
trade receivables 5,628 1,287
Write-down of inventories &R 7,004 318




FINANCE COSTS
Finance costs for the six months ended 30th September 2005 and 2006

represent the interest expenses on borrowings.

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 17.5% (2005:
17.5%) on the estimated assessable profit for the period. Taxation on
overseas profits has been calculated on the estimated assessable profit
for the period at the rates of taxation prevailing in the countries in which

the VSC Group operates.

M & A
HE-ZTTAFR-TEAFAAZT
ALE~BAZHKEAARBENEX
o

Frg i
BANGROBRBERAARMGET 2 ERT
R R E1TE%(Z T T AF ¢
17.5%) fEE B4 o BINER 2 BB TR
BRBAGTERBESN  REEER
EEE s BARMRACRITNEFE

For the six months ended
30th September

2006 2005
BEZhA=tHLAEAR
ZBEAF “ETREF
HK$'000 HK$'000
TET FAHT
Current income tax EHMRER
- Hong Kong profits tax —BEMNEH 9,986 1,833
- Mainland China — B EREH
enterprise income tax 5,836 2,386
Deferred income tax EEFTEH (1,001) 35
Income tax expense PrS 2 14,821 4,254

DIVIDENDS

A 2006 final dividend of HK1.1 cents (2005 final: HK2.2 cents) per
ordinary share; totaling approximately HK$4,055,000 (2005 final:
HK$8,109,000) was paid on 29th September 2006.

A 2007 interim dividend of HK2.2 cents (2006 interim: Nil) per ordinary
share; totaling approximately HK$8,109,000 (2006 interim: Nil) has been
recommended by the directors.

=)
“EERFERBRESREBR.1E
W(ZTTRFRE : 2.28) & £L
4,055,000 T (—ZZ T HF K H
8,109,000 L) ER—_ZETRFNAZ
+hBXft e

%%Lu&/ X—? t@rqﬂﬁﬁﬂ
REBIR2.2BM (ZZT R FHH -

4 498,109,000 L (Z 2T AEF
DEE) o
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EARNINGS PER SHARE

Basic

Basic earnings per share is calculated by dividing the consolidated profit
attributable to equity holders of the Company for the six months ended
30th September 2006 by the weighted-average number of ordinary

shares in issue during the period.

BRER
E- %
BREABNIREBE_TTAFA

A=THLEABAXRDRRERE AR

R AE N R A BAE BT E B M
BIHEGE -

For the six months ended
30th September

2006 2005
BEEZNA=1THLAEA

—BEXRE —ETRE

Profit attributable to equity holders AN B HEHH A
of the Company (HK$'000) FEMEEF (FHT) 41,694 21,976

Weighted average number of BETLBERZ

ordinary shares in issue ('000) MEFHE (FR) 368,605 368,605
Basic earnings per share (HK cents) @R EARZEF () 1.3 6.0

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 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 the
Company's shares) based on the monetary value of the subscription
rights attached to outstanding share options. The number of shares
calculated as above is compared with the number of shares that would

have been issued assuming the exercise of the share options.

Be
ATEEREEANE  HEBTEER
ZMEFHEIRBRMEAEEEEE
AzERREEHERELAE - AR
ETZEJ%&%(’EH%Z%LH&E%H&%WF
Ko HFEDREMRITEBRERK
REREEREEEL  BUBITR
BURTFEE(EITARRARNZEF
THMSRE) WE2RH2EE - £X
FstE R EE TR REREET
FEMEETIROBBELE -



9 EARNINGS PER SHARE (Contd)

Diluted (Contd)

BREA (&)
#Ea)

For the six months ended
30th September

2006 2005
BEZhA=tHLAEA
ZBEAF —TTREF
Profit attributable to equity holders AN BB HERH B A
of the Company (HK$'000) EiERN (FET) 41,694 21,976
Weighted average number BETERERKRZ
of ordinary shares in issue ('000) MEFHE (TR) 368,605 368,605
Adjustments for FEERE (TH)
share options ("000) — _
Weighted average number BREERN 2
of ordinary shares for diluted LimmmnEres (&)
earnings per share ("000) 368,605 368,605
Diluted earnings per share (HK cents) &R # B R A (B(l) 11.3 6.0

The share options are anti-dilutive to the earnings per share for the six

months ended 30th September 2005 and 2006.

BRENDTABEHE_TTRFR-
EERFAAZTHIEANBARZERE

R o
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10 CAPITAL EXPENDITURE 10 EXXH

Property, Leasehold
plant and land and
equipment Investment land use rights
mE properties HELTHE Goodwill
BRERZE REME T fE A BE
HK'000 HK'000 HK'000 HK'000
TET TET TET TET
Opening net book amount  RZZEZXFMWA—HZ
as at 1st April 2006 HVIBRE 53 103,198 48,000 22,741 6,775
Additions NE 17,340 — 2,448 —
Disposals HE (149) — — —
Depreciation/amortisation WE /B (WEs) (10,281) — (231) —
(Note 5)
Disposal of a subsidiary HE—RMEAR (7,473) — — —
Translation adjustments ER AR 1,522 — 215 —
Closing net book amount ~ R=ZEZAFAA=THZ
as at 30th September 2006 EIKEEEF 4 104,157 48,000 25,173 6,775
Opening net book amount  RZZETRAFMWA—HZ
as at 1st April 2005 HER T 103,012 71,100 23,091 8,026
Adjustment to purchase ARNAEENE
consideration for a —RNBARZRE — — — 186
subsidiary acquired
in prior year
Additions NE 7,182 — — —
Revaluation surplus (Note 5) EfE&#% (K 5) — 6,388 — —
Depreciation/amortisation & /%8 (fzt5) (10,128) — (326) —
(Note 5)
Impairment charge (Note 5)  JREX T (AT 5) — — — (1,437)
Translation adjustments ER AR 1,041 — 119 —
Closing net book amount ~ RZTZERFNA=1HZ
as at 30th September 2005 HiREm F5 101,107 77,488 22,884 6,775
Additions NE 11,167 — — —
Disposals & (86) (34,288) — —
Revaluation surplus Bh A% — 4,800 — —
Depreciation/amortisation NE /#iH (9,778) — (334) —
Translation adjustments EHHE 788 - 191 —

Closing net book amount ~ RZZTTAF=A=+—HZ
as at 31st March 2006 HRBRE T8 103,198 48,000 22,741 6,775




11 GOODWILL
Goodwill is allocated to the VSC Group's cash-generating units (“CGUs")

identified according to place of incorporation and business segment.

The VSC Group's goodwill is allocated to the CAMP segment in Mainland
China. For the six months ended 30th September 2005, impairment loss
arose as a consequence of operating loss incurred by the CGU enclosure

systems in Mainland China.

The recoverable amount of a CGU is determined based on value-in-use
calculations. These calculations use cash flow projections based on
financial budgets approved by management covering a five-year period.
The key assumptions used for value-in-use calculations are gross margin,

growth rate and discount rate of 10.0%, 5.0% and 4.9%, respectively.

11

[k
BEDRBR LA REBHHHH
EEBEERERCELEN([REE
HEA]) -

ERESE/RENREURTEAM
ZHRESEEMHMNINE BZ_ZF
AFANAZTHIERER AR
BA s RRREIR A ELEN
ZIREBR  REBBRLT -

ReEdsusrkmeB HRERA
BENE - ZtEAFEEAREHEIR
EEEEEENELMBHEESERE
hEHRcReRERAET - HHA
RERBEFEAEZIERRAE
M BRERFREXHHR10.0%
5.0%%4.9% °
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12 TRADE AND BILLS RECEIVABLES 12 BRERREE
HEEHNWAREBRFN 2 ERAE » 2
BT EEH KN T152
9RTE o

Sales are either (i) covered by letters of credit with bills payable at sight,

or (i) on open account with credit terms of generally 15 to 90 days.

FBUREFEERZEEROMMT -

Ageing analysis of trade and bills receivables was as follows:

As at As at
30th September 31st March
2006 2006
R=ZBXRE RZZETRF
RA=+H =RA=+—H
HK$'000 HK$'000
TER TET
0 - 60 days 0-60 H 549,556 472,646
61— 120 days 61-120 H 157,317 175,263
121 - 180 days 121-180 H 37,126 42,741
181 — 365 days 181-365 H 43,493 19,631
Over 365 days i 365 H 21,365 34,439
808,857 744,720

Less: provision for impairment L MR TR (B B
of trade receivables (17,659) (15,105)
791,198 729,615

22




13 TRADE AND BILLS PAYABLES 13 ERRAREE
HEEFNNTETENERERLE
ARET BETHERZEEHN T30
E210HA S -

Payment terms with suppliers are on letters of credit and open account.

Certain suppliers grant credit period ranging from 30 to 210 days.

BNEFEEBEZREIMMT -

Ageing analysis of the trade and bills payables was as follows:

As at As at

30th September 31st March

2006 2006

R=BERF RZZTRF

RA=+H =A=+—-H

HK$'000 HK$'000

TER TET

0 - 60 days 0-60 H 141,171 130,822
61— 120 days 61-120 H 32,964 33,298
121 - 180 days 121-180 H 7,877 19,063
181 - 365 days 181-365 H 4,593 438
Over 365 days B8 365 H 3,018 2,975
189,623 186,596

23



24

14 BORROWINGS

14 &8

As at As at
30th September 31st March
2006 2006
R-ZBEXRE RZZTRF
RA=+H =A=+—H
HK$'000 HK$'000
TR FTAET
Bank loans RITERK
— Trust receipts bank loans — R UIRRITER 471,809 539,520
— Short-term bank loans —BHRTER 204,492 218,999
- Long-term bank loan, —RERTER - EHEHH
current portion 7,800 —
684,101 758,519
Other loan from a minority ~ — M BARZ —f D&
shareholder of a subsidiary ~ RER 2 EMEK 11,700 11,700
695,801 770,219
Long-term bank loan, REIRITER  EE
repayable
— within one year - 1R 7,800 —
— in the second year —F2F 7,800 —
—in the third to fifth years —#3FEFHF 23,400 —
39,000 —
Less: Amount due within one & : RABEER
year included under F1FRNEEHE
current liabilities (7,800) —

31,200
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16

SHARE CAPITAL

15 BA&

Number of Nominal
shares value
REEE H{E
‘000 HK$'000
T FHERT
Authorised (Ordinary shares  AE (EREE
of HK$0.10 each) 010 BTz TMmAL) 1,000,000 100,000
As at 31st March 2006 and M-ZEE A F=A=+—HR
30th September 2006 —EEAENA=HA 368,605 36,361

At no time during the six months ended 30th September 2006 was there
any purchase, sale or redemption by the Company, or any of its

subsidiaries, of the Company’s shares.

GUARANTEES

As at 30th September 2006, the VSC Group has given performance
bonds in the ordinary course of business amounting to approximately
HK$2,334,000 (31st March 2006: HK$1,612,000) to third parties.

EEE-_ZZE R FNA=THIL~ER

A AREISRENE
B3

Firid
/

16 R

Sl AN A Z R

TI/XﬁEE{TE\

RZZETRENA=THEIEELE

EHERXBIREM

BTE=ZNTROE

REH2,334,0008 L (ZEERF=A
=+—H :1,612,000/E 1) °

25




17 COMMITMENTS 17 #&¥E
(a) Commitments under operating leases (a) EEBOEIE
Total commitments payable under various non-cancellable operating BERAMEsETIAMEER
HARNZAERBOFTMT

lease agreements in respect of rented premises were analysed as

26

follows:
As at As at
30th September 31st March
2006 2006
R-BERE 7‘54‘:;?95_\?
AA=+H =R=+—
HK$'000 HK$'000
FTER FET
Not later than one year K@ 6,222 2,373
Later than one year and not % 1 F &K% 5 F

later than five years 5,929 515
12,151 2,888

(b) Capital commitments (b) EREE

Capital commitments in relation to purchase of property, plant and
equipment was as follows:

BENE - BERREEAEAE
mT :

As at As at
30th September 31st March
2006 2006
R-ZBEARE RZBETRF
AA=+A =A=+—H
HK$'000 HK$'000
FTET TAT
Contracted but not BRI ERER
provided for 12,066 9,742
() Commitments under forward foreign currency contracts (c) BEMEEMESHEE

As at 30th September 2006, the VSC Group had outstanding RZZETERFAA=TH BIES
forward foreign currency contracts to purchase approximately SEMAHL577,722,0008 T (=%
US$74,800,000 (31st March 2006: US$97,400,000) for EXE=ZA=Z+—H
approximately HK$577,722,000 (31st March 2006: 752,602,000/ 7T) R 1T{E 2 & EHh
HK$752,602,000), to cover the VSC Group's commitments arising EEEAE KB ERES74,800,000
from its trading activities. EL(ZEERF=ZA=1+—8:
97,400,000% ) - AREBIEE
SENEZRDAEM AR -



18 RELATED-PARTY TRANSACTONS 18 HBEALZRS

The following is a summary of significant related party transactions, HEEATZERZGHEBERT  F

which were carried out in the normal course of the VSC Group business: ROREREBESEHEXERZER
fRFRHETT -

(a) Transactions (a) X5

For the six months ended
30th September

2006 2005
BEAA=t+HLKEA
ZEEXRE —ZTRE
HK$'000 HK$'000
TER THET
Sales of goods and services: EmHERRKE
Metal Logistics Company Limited (i) EEBYRERBRAAN)
— sales made by the VSC Group - BIRESEMERCEMBE — 120,727
— administrative service fees earned —BIEESEMIKE 2 THRS & — 15
by the VSC Group
— interest earned by the VSC Group —BIEESEMKEZFE - 973
iSteelAsia (Hong Kong) Limited (i) TNHEETRZET (B5) BRAF)
— administrative services fee earned —BIEEEEMIEZ TBR B — 15
by the VSC Group
- rental earned by the VSC Group —-BIRESEMERzHE — 13
Purchases of goods and services: EmRBERREE
Shinsho Corporation (i) R E R AL (i)
— purchase of goods by the VSC Group —BIEESEMMEKR 2 EmRE 26,347 83,502
Interest received/(paid): Bl (BR)
Interest received from Metal Logistics EREBYREEERARZHEN — 1,154

Company Limited (i)
Interest paid to Shinsho Corporation (i) 2 #lEEKA &4 255 (i) 288 262




28

18 RELATED-PARTY TRANSACTONS (Contd)

(a)

(b)

Transactions (Cont'd)

Notes:

(i)  Metal Logistics Company Limited and iSteelAsia (Hong Kong) Limited
are wholly owned by North Asia Strategic Holdings Limited, a
company in which the VSC Group has a 6.6% equity interest as at
30th September 2006 (31st March 2006: 6.6%).

(i) Shinsho Corporation is a minority shareholder of VSC Shinsho
Company Limited, a 70% owned subsidiary of the VSC Group.

Period/Year-end balances (included in trade receivables and

trade payables)

18 HEEEALZRS (E)

(a)

(b)

X% (8)
Bt

() <BYAEEERAAREME
HETRHM (BB ARAAY
RIETRBERERARTZER
B MBEESER-_TTAF
NA=+BHBZRAFH6.6%MK
EWRZZERF=-A=+—8:
6.6%) °

(i) HEAHERASHLLBIEEHE
BRAR (BIEEEEHEFT0%
WEAR) 2P BRE

MR/ FRES (BRTRKRRR
FE A3 RR )

As at As at

30th September 31st March

2006 2006

R-ZBEXRE RZZTRF

RA=+H =A=+—H

HK$'000 HK$'000

THER TET

Receivables from Metal Logistics ElReBMRERERATRN 8,118 39,916
Company Limited (i)

Payables to Shinsho Corporation (i) &<t 8 8 75 = 4% = & L (i) 52,296 65,288

These trade receivables and trade payables are unsecured
and payable according to normal trade terms. These balances
are non-interest bearing, unsecured and repayable according
to normal commercial terms.

% e WRR AR R B A BR R 3 B AR
o URBEEEESHRKER - %
FHHBAHNE  BERARER K
BERTUER -



18 RELATED-PARTY TRANSACTONS (Cont'd)

(b) Period/Year-end balances (included in trade receivables and

trade payables) (Contd)

Notes:

(i)  Metal Logistics Company Limited and iSteelAsia (Hong Kong) Limited

are wholly owned by North Asia Strategic Holdings Limited, a

company in which the VSC Group has a 6.6% equity interest as at
30th September 2006 (31st March 2006: 6.6%).

(i) Shinsho Corporation is a minority shareholders of VSC Shinsho

Company Limited, a 70% owned subsidiary of the VSC Group.

Key management compensation

18 HEEALTZRES (B)
MR/ FRES (BRERRERRR

RS AR (8)
Fitat -

(b)

(c)

(i)

(ii)

EEYRERARDA REMHA
‘*?i%?ﬁ(é%)ﬁﬂﬁ"ﬂi’?
AETHEBERERATL2ER
B -mBIEE ;E(.ﬁ/\—v % /\E
NA=+BHEBZRAH6.6%
ERZTERF=-A=+—8:
6.6%) °

EERA L NEIEE MY
BRLR (BIEEEEHEETO%Z
HEQR) 2 LERE -

TEEEESM

For the six months ended

30th September

2006 2005

BEAA=t+HLKEA
—EEXRE —EEREF
HK$'000 HK$'000
TER THET
Salaries and allowances e RORR 2,659 2,414
Bonus TE4r 2,400 —
Pension costs — defined contribution BAREKA—RERTEE 57 48

schemes

Share option scheme — value of services BT & — IR BE — 37
5,116 2,499
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19 EVENTS AFTER BALANCE SHEET DATE
(a) Deemed disposal of 40% equity interest in a subsidiary

In October 2006, Ryerson Pan-Pacific LLC (“Ryerson LLC"), a third-
party company incorporated in the United States of America,
subscribed for 600 new shares of VSC-Ryerson China Limited
("VSC-Ryerson China”), a subsidiary of the VSC Group,
representing 40% of the enlarged share capital of VSC-Ryerson
China for approximately HK$222,300,000.

(b) Acquisition of 4.9% equity interest in a subsidiary
In October 2006, the VSC Group completed the acquisition of 4.9%
equity interest of CAMP (B.V.1.) Holdings Limited, a subsidiary of the
VSC Group, from the minority shareholders at a consideration of
approximately HK$30,576,000 and recognised a goodwill of
approximately HK$19,018,000.

20 SEASONALITY
There is no material seasonality impact on the operations of the VSC
Group.

19

AERRER

(a)

BRELE-RMB AR 240%K
FHE#R

RZZERE+R REBRZMA
3 2 % = 7 2 8 Ryerson Pan-
Pacific LLC([Ryerson LLC]) ;28
BB & & B4 & 2 7]VSC-Ryerson
China  Limited( [ VSC-Ryerson
Chinal) 2 600R& ¥ & 13 - 1EERA
222,300,000 7T + {5VSC-Ryerson
Chinaf& i A RX &40% °

K- B AR Z24.9%R AR
RZZETRF+H BIEESERT
AL ERENEEIES SEN B
A 8] CAMP (B.V.l.) Holdings
LimitedZ 4. 9% At s - REL
/30,576,000 7T » WIRRBEHEL
19,018,000/ 7T °



RESULTS

Our continued strategies in creating value for our customers, together
with our highly motivated professional team with proven expertise and
experience in value-added processing, supply chain management and
total solution services contributed to our favorable performance. Our
results for the first six months ended 30th September 2006
demonstrated significant improvement when compared with that of the
same period of last year. Our sales for the six months ended 30th
September 2006 reached HK$2,342 million, a 1.2% increase as
compared with HK$2,314 million for the same period of last year. Our
gross margin increased 2.5 percentage points to 7.8% as compared with
5.3% for the same period of last year. Despite upsurge in our selling and
distribution and general and administrative expenses, our operating
profit reached HK$78 million, a remarkable increase of HK$27 million
(an increase of 52.7%) as compared with HK$51 million for the same
period of last year. General and administrative expenses increased from
the same period of last year due mainly to higher salaries and incentive
necessary for motivating initiativeness and good performance. The
increase in general and administrative expenses also include legal and
professional fees incurred in the first six months for the transaction with
Ryerson Inc. (“Ryerson”). Despite relatively high interest rates during the
first six months ended 30th September 2006, coupled with an increase
in the VSC Group’s trading volume, we still managed to reduce our
financing cost through better cash and asset management. Financing
costs for the first six months reduced to HK$18 million, a 14% decrease

from HK$21 million of the same period of last year.

Profit attributed to the equity holders of the Company was HK$42
million, which almost doubled the amount of HK$22 million for the

same period of last year.

Basic earnings per share increase by 88% to HK11.3 cents as compared
with HK6.0 cents of the same period of last year. An interim dividend of

HK2.2 cents per share was declared for the period (2005: Nil).

BEESE  EE£RMAAEEEMNT - #
EREEERZERRATRRBETEAE
HEXNEREELR E%F%ME%;%I’E
NEBRRAEFPEIEBECEK
Bl - aﬁ_zz/ﬁm +H
LEANER  BIEEEENEERESF
FERENZE BE_ZTTRENA=
T BIENE A 27 855 %52,342,000,0007%
7L BEFRE22,314,000,0008 7T £
F1.2% - EFEREFRBH25.3% L7
25EBENHET8% - BREEIREER Y
HERDHEIEUR—RBREITBEZEE
BT EFH - B4 0% R 578,000,000
BT BREAFR 251,000,000 7T K
i 1% A127,000,0007 7T ( £ 7+52.7%) °
—BRIOIBIEREFRAB LA 2
ARREFeNRBUASBE I NS
NREIERBAE - BNz KK
AR HEMEERESE A ERyerson
Inc.([Ryerson ) REMEL 2 EENE
£EBR  -BERBE-TT FENAZ
THIEEREAZAEEHES - ML
BEEESE T %%Ei'ﬂu ERBER
T BEESENENERAREEER
ﬁ%%fﬂﬂ&;ﬂﬂ%%ﬁﬁ CEHAEAZH
BB ARIKZE18,000,0008T F HBEF
[F183,2.21,000,000/& 7T TF#14% ©

ARABREBEBEAEERT A
42,000,000 0 Ré&AEEFRBE 2
22,000,000 JT H) £ e

EXERENAEFRY 6.0 L7

88%ZE11.381 HATRTPHKESE
228 (ZEZTHEF &) -

31




32

In terms of assets performance, the VSC Group's average overall inventory
turns improved from 5.1 times to 8.5 times as compared with the same period
of last year. The VSC Group's average overall Days Sales Outstanding (“DSQ")
for the first six months ended 30th September 2006 was 59 days which
showed a modest improvement from that of the same period last year. The

VSC Group strives to further improve its average DSO.

FINANCIAL POSITIONS

Compared with last fiscal year ended 31st March 2006, the VSC Group’s total
assets increased HK$62 million to HK$1,909 million, the VSC Group's trade
receivables increased HK$62 million whereas the VSC Group's inventories
reduced by HK$16 million. During the six months period, the VSC Group
began its investment in a new “greenfield” plant facility in Kunshan.

Compared with the financial position at book close of previous fiscal year
ended 31st March 2006, the VSC Group's cash and cash equivalents,
including pledged bank deposit, reduced HK$64 million whereas the VSC
Group's borrowing reduced HK$43 million. Current ratios improved from 1.5
to 1.6, gearing ratios (borrowings net of cash and cash equivalents divided by
capital and reserves attributable to equity holders of the Company)

maintained at 0.8.

The VSC Group's businesses were primarily transacted in Hong Kong dollar,
US dollar and RMB. As exchange rate between HK dollar and the US dollar is
fixed, together with the minimal fluctuation in exchange rate between HK
dollar and RMB, the VSC Group believes its exposure to exchange rate risk is
not material. The VSC Group will continue to match RMB payments with RMB

receipts to minimise exchange exposure.

VSC Group’s trade financing remained primarily supported by its HK$1.3
billions bank trading facilities. About 69% of the VSC Group’s total
borrowings were denominated in Hong Kong Dollars, 10% in U.S. Dollars and
21% in RMB. These facilities are either secured by VSC Group’s inventory held
under short-term trust receipts bank loan arrangements and/or with corporate

guaranteed provided by VSC.

As at 30th September 2006, net assets value of the VSC Group increased
from HK$760 million to HK$806 million, equivalent to HK$2.2 per share.

EEEXRETE  BEESEZ THER %f\
BEEAREFRY51RREELLKN ¢
EEREBZE_TTRFNA= ‘|‘Hﬁi/\flﬂ
ZPHERRNERTBER 2 ([RURFEE
&) R590 REFRHAEMNE - BIR

EEERBNE-—TUEETIRKENEE
HE -

Mﬁ%%
HEE-T Tiiﬂ TRz LEFER

FEME BREESE 2 LEE®EMN
62,000, ooo;%rci1 909,000,000 7T © &I
E %8 2 IR 162,000,000/ T » Tz
Z 855 416,000,0008 T - BIEEEBERZA
BAANMRBRREENRELATTERNERE
AR o

HEE-—TTRF-A=+ Bz LEMK
EREFAZCHBMRMAL BIRESKEZH

e FE(BRCERRTET B
64,000,000/ 7T * ﬁﬁ%ﬂl&i%%ﬂ%%ﬂ‘ﬁ@w
43,000,000/ 7T  ME L RA1.6HEE1.

BARAE tt?(fﬁgﬂfﬁi&ﬁ%—rﬁﬁﬂx$
RAIRERA ARGEARL R #5108 -

BIRERE EZBIRUET  ETRARK
5 ARNETREXTZAEXET - MET
BEARBZBAEXELRS  BIRESEME
5 HEXEBRAZEN - BEEEESEE
MARBRATRAE R ARBMF - ETRIER

Ty— ” °

EREEREZESRETEMHA
1,300,000,000& LRTE HBME X » BB

EREN69% 2 EEBBRET  10%RXTT
R21%BARE - ZEEERENAEHER
BRETEFLZ R EERERBZFER/
RBIEE R M D RERAEER -

R-EEXFNAE=1H BIEE£EEE
7% {8 | 760,000,0007% 7T 12 0 = 806,000,000
BT BERER2.28TT -



CONTINGENT LIABILITIES

As at 30th September 2006, the VSC Group had outstanding performance
bonds for its sanitary ware supply projects amounting to approximately
HK$2.3 million.

CHARGES ON ASSETS

As at 30th September 2006, the VSC Group had certain charges on assets
which included (i) buildings of approximately HK$13 million, leasehold land
and land use rights of approximately HK$13 million and inventories of
approximately HK$20 million pledged for certain of the VSC Group's short-
term bank loans; (ii) certain inventories were held under short-term trust
receipts bank loan arrangements; (iii) bank deposits of approximately HK$15
million were pledged as collateral for the VSC Group’s banking facilities; and
(iv) approximately HK$5 million bank deposits in China was restricted as

Customs deposits in Mainland China.

REVIEW OF OPERATIONS

(1) China Advanced Materials Processing (“CAMP")
The VSC Group’s CAMP operation comprises of three business units
engaging in processing of rolled steel in coil (coil centres), manufacture
of enclosure systems (VJY) and distribution of engineering plastic resins.
For the six months ended 30th September 2006, sales of CAMP
increased by 10% to HK$826 million and segment results increased by
23% to HK$38 million.

Coil Centre Operations

For the period under review, the volatility of the steel price continues to
impact adversely on the market which saw the lower average selling
price against that of the same period of last year. Sales of the coil centre
operations decreased by 3% from that of the same period of last year. To
sustain continual growth and create shareholder’s value, the coil centres
have implemented the strategy of creating higher profit margin through
more selective measures on choosing the best mix of customers and
more focus on delivering value to those key accounts. As a result, the
average gross margin reached 8.3%, an increase of 1.4 percentage point

when compared with 6.9% for the same period of last year.

FARE

R-TERNFNAA=TH BEEKEER
AHEBRBEARATERNEREN
2,300,0003 7T ©

EERH

RZZERNFNA=TH BIEESEEET
BEEA - 23E()413,000,0008 T2 EF -
#113,000,0007% 7T 2 1 & £ 31 [ L {F A #E %
£120,000,000%8 T2 FERNEREIRE SRR
ZREBRITER  (VAGERBERTERRH
HAEZETHEE  (i)415,000,000% 7T 2
TERERBIEESEZHRTERR + Riv)
#15,000,000& TIEARE MM EBRES 2
REIRS o

EKEE

(1) HEEEMR NI (TCAMP])
BIEE%£E 2 CAMPEBBEE =MD 5
WHESWMMI (BHEPL) - ZERBI
REEBER ROEIRBBHEE
EBRLM  -BE_TERFNA=ZTH
IR A - CAMPER 2 SHEEM10%
%826,000,000/# 7T + 15 #0548 AL N
23%%38,000,000% 7T °

BP0 FEHK
REEHA - #ERREFERTS
EXREETE CHMTHEEREF

REBAR EHPLEBIHEREF
REHL3% - REERFERRAIER
REE SHPLERRERERMEZ
R EREBREREEFPHEGRESR
ITRAZSIERPREGERA Al
THEMRRAZES3% BEFRHZ
6.9%EM1AEEDE -
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In order to deliver our value proposition to our customers as a reliable
supplier, our strategy was to focus on key customers and to build
strategic relationship. For our mature coil centres in Dongguan and
Guangzhou, tonnage sales volume for the first six months ended 30th
September 2006 slightly decreased by 6%, due to tighter credit control
measure and key account management approach, which also led to 18%
reduction in combined trade receivable of the two coil centres, compare
with that of 2005 interim period. And, with our ramping up of capacity
in Tianjin and the starting up of business in our Kunshan Coil Centre,
total tonnage sold for all the coil centres was 87,194 metric tons, a 10%

increase from the same period of last year.

Selling and distribution and general and administrative expenses
increased by HK$3.5 million as compared with the same period of last
year of HK$14.7 million. The increases were due to the start-up of
Kunshan Coil Centre operation as well as increase in importation &
transportation expenses commensurate with our growth in tonnage sales
volume. To implement our business strategies for key account focus,
improvement on inventory turns and operating profitability, we continue
to invest in our human resources including aggressive incentive plan,
training and development programs. We are confident that with the
support from this team of highly dedicated employees, we are in the
best position to offer value proposition to our customers and give them

the best solution in the market.

ER—ER SEHER - BIESKEKR
EIRIERP BEBURBMEBE
ZEE BRAEFPRHREAGBER
Zo REMBEMzBHP 0 EEK -
BE-_ZTFNA=THIEH~EA
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For the six months ended 30th September 2006, Tianjin Coil Centre
continued to ramp up their plant utilisation and capacity with more
tonnage output than the same period last year. Tianjin Coil Centre sold
24,832 metric tons during the first six months, a 58% surge from last
year. The market environment in Northern China is, to certain extent,
different from the South. Average production scale of customers over
there is larger than their Southern counterpart. Aimed at a quicker
market entry, Tianjin Coil Centre adopted a more competitive strategy,
this coupled with continued market price volatility, gross margin dropped
by 0.4 percentage point amid a stiff price competition with a drop in
average selling price of 19%. The Tianjin Coil Centre will need to work
towards an optimal balance between sales and profit margins, while

maintaining the customer focus and the quality of service.

The Guangzhou Coil Centre which is 70% owned by the VSC Group and
was acquired in late March 2004 achieved a total sales tonnage of
23,707 metric tons which is 8% less than the same period of last year.
Sales decreased from HK$185 million to HK$161 million as a result of
focusing on major key accounts, hence forgoing orders from certain
minor customers. Despite a softened steel price during the six months
period and drop in sales revenue, Guangzhou Coil Centre maintained a

stable gross margin.
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Dongguan Coil Centre, mainly serving OEM manufacturers of electrical
appliances in Pearl River Delta Region. For the first six months of the
year, customers adopted a prudent approach in placing new orders, due
to a hike in prices of raw materials & energy. To address this challenge,
Dongguan Coil Centre focused more on higher-end customers who were
more stable with their demands and less price sensitive hence offered
higher margin. Dongguan Coil Centre sold 35,798 metric tons of
products in the first six months, a 5% decrease from that of last year.
Sales decreased from HK$266 million to HK$230 million. Compared with
that of the same period of last year, in general, we experienced a drop of
7% in price on electro galvanized steel sheets and a drop of 11% on
cold rolled steel sheets. Despite the drop in sales as a result of the lower
steel prices, Dongguan Coil Centre’s gross margin was higher than that
of the same period of last year, mainly due to better product mix and

operational efficiency.

In April 2006, the VSC Group incorporated a new wholly owned
subsidiary in Kunshan, located in Jiangsu Province of China. It is
strategically located in the booming Yangtze River Delta region with
close proximity to many multinational companies. It is a “greenfield”
project and construction works have been progressed according to
schedule with trial run to be commenced by end of calendar year 2006
with an annual capacity of 60,000 metric tons for the first phase. In
order to build up market presence and its customer base, the Kunshan
team had already started toll processing business shortly after their

compliance with business and tax registration requirements.
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Enclosure Systems Manufacturing (Van Jia Yuen “VJY")

VJY enclosure systems manufacturing (VJY) set up four years ago is a
contract manufacturer for leading high-tech equipment providers/
manufacturers such as Huawei, Zhongxing and Emerson. It adds value to
customers by providing comprehensive steel processing services and
solution to customer including punching, bending, stamping, coating,
assembly, technical design and quality control. For the first six months,
its sales was HK$99 million, as compared with HK$57 million for the
same period of last year. The segment results contributed to the VSC
Group was better than that of the same period of last year, partly due to
its effort in streamlining the operation process and better control of the
operating expenses. VJY offers a higher degree of intensified processing
offering a higher add value to its customers. Such processing requires a
higher degree of technical skill on production process and quality
assurance. We will continue to invest in new technology for broadening

our customer base.

Plastics

With the soaring crude oil price, the average selling price of plastic resins
is still at a high level. For the first six months, sales volume of Plastics
Department increases by 35% and segment results contributed to the
VSC Group is HK$8 million, a 19% increase over that of the same period
of last year. The department sells a wide range of engineering plastic
resins from reputable suppliers such as Samsung Total, Samsung Cheil,
GE Plastics, Mitsubishi and UMG. The department had successfully
penetrated into the local markets around the Pearl River Delta. A
representative office in Shanghai was set up to tap into the surging
demand in the booming Eastern China Region. The Plastic Department’s
main target markets include home appliance, electronics and electrical,

health care and medical products market.
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(2) Construction Materials Group ("CMG")

The businesses of CMG operations of the VSC Group include distribution
of steel and building products in both Hong Kong and Mainland China,
primarily to developers and contractors for construction works. Despite a
decline in sales of CMG for the period by 3% to HK$1,567 million, the
department reported a segment results of HK$62 million, which

represented a 87% increase over last year's HK$33 million.

Steel Distribution

The major business unit of the VSC Group’s CMG operations is steel
distribution, which comprises stockholding and distribution business of
rebars, structural steel and engineering products in Hong Kong,
distribution of imported steel products in Mainland China and
distribution of domestic steel products through Shanghai Bao Shun
Chang ("BSC"),
66.7% equity interest.

a joint venture with Bao Steel, in which VSC holds

Hong Kong Steel Distribution

As a result of the VSC Group’s determined efforts to modify its business
model to create higher shareholders’ value, the Hong Kong Steel
Department continued to achieve encouraging operating profit in the
first six months ended 30th September 2006. Despite a 10% decrease in
sales to approximately HK$504 million for the first six months of the
year, the department achieved a segment profit of HK$53 million as
compared to HK$32 million in the same period of last year. The Hong
Kong Steel Department implemented a series of risk management
measures that include the leveling of the risk of price fluctuation with
customers and suppliers, exercising its best effort to avoid entering fixed
price sales contracts with a term exceeding two years, along with price
adjustment with a delivery period of over one year. In addition to these
measures, we also implemented measures to reduce our operating cost
as well as to improve our operating efficiency. Our inventory level of
rebars was kept at optimised level. Costs of warehousing operation and
handling costs, as well as inventory carrying costs had also been

reduced.
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The department also diversified its product range and successfully
entered into sales contracts with main contractors and consultants to

provide products such as wide range flange beams and steel plate.

PRC Steel Distribution

After a year of drastic plunge, the steel price started to stablise since the
beginning of 2006. Our strategies to turnaround the loss position of last
year including rearrangement of our product offering, focus on end
users instead of distributor, and resource realignment. During the first six
months, we closed our Shanghai flat product distributions operation and
opened up Guangzhou facility, focusing on high market demand
products. Sales remained at the same level as that of last year but there
was substantial improvement in the gross profit. For the first six months,
the segment result turnaround from a loss of HK$4 million to a profit of
HK$6 million.

Building Products

Sales of the Building Products Department increased by 18% to HK$103
million as compared to the same period of last year. The distribution
business in Shenzhen has become matured. For the period under review,
sales of distribution in Shenzhen tripled as compared to last year's result
and amounted to about HK$25 million. Our strategy is to continue to
expand into the booming cities like Macau, Shanghai, Shenzhen and
Guangzhou as these cities are experiencing unprecedent growth leading
to an increase of consumer spendings. The VSC Group will continue its
distribution of TOTO sanitary wares in Shanghai, Shenzhen and
Guangzhou through wholesale, channel sales and project sales. The
department has formed VANYEE, a joint venture in Macau to capture the
business opportunity in the prospering casino business in the coming
years. VANYEE has outstanding contracts on hand amounting to over
HK$20 million. Based on the committed sales contracts on hand, we
expect the department to contribute operating profit to the VSC Group
in the second half of the fiscal year.
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PROSPECTS

Due to recent price softening in the international market and the growing
overcapacity situation in China, we expect domestic steel prices to decline in
the 1st quarter of 2007. We also anticipate steel export to be more
challenging, partly because of the trade surplus of China increasing trade

barriers to be imposed by importing countries.

For CAMP, we have just announced our co-operations with Ryerson in
September of which Ryerson LLC, a wholly-owned subsidiary of Ryerson,
subscribed for 600 new shares of VSC-Ryerson China. The transaction was
completed at the end of October 2006, VSC holds a 60% equity interest in
VSC-Ryerson China, with the remaining 40% equity held by Ryerson LLC. The
synergy offered by this transaction would allow VSC-Ryerson China to
capitalize on the expertise, customer base and technology of its two
shareholders to achieve the leadership position in the vast PRC market. The
proceeds from the subscription of shares by Ryerson LLC will be used for the
repayment of trade related debts incurred by the coil centres, and future
expansions and investment opportunities of VSC-Ryerson China in China.
After we went through some usual “teething” issues for any new business,
the VSC Group will look for opportunities that will better enhance the
synergies between VSC Group's other CAMP operations (e.g. VJY, plastics)
and VSC-Ryerson China with the intention to provide better returns to the
VSC Group's shareholders with a more streamlined and better market

coverage operation.
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For CMG, we will continue to execute our successful strategy for Hong Kong
Steel Department. We will continue to avoid entering into fixed price sales
contracts exceeding two years and to manage customers for sharing the
pricing risks. To reduce operating cost and improve efficiency, we will
continue to operate direct pier-to-site delivery, control the lead time on goods
ordering and improve the accuracy of demand forecast and inventory
position. Based on the committed sales contracts on hand, we expect the
department to continue to be successful in the second half of the year. For
China steel distribution, we expect the PRC Government to continue her
macro-economic management policies to limit excessive investment in real
estate and automobile sector. To face these challenges, we will continue to do
resource realignment and will focus our resource on products with high
market demand hence better margins. In addition, the VSC Group will also
continue to fuel its supply chain management service offerings and to
enhance its technical capability on steel quality control in order to meet the
rapid demand of local sourcing and export of products through MetalChina,
an investment of VSC Group. Our Building Product Department will continue
to collaborate with TOTO to focus on growing its market in Great China in

particular Macau, a growing region with strong demand.

To maintain a more diversified income source, the VSC Group is looking for
other investment opportunities in China particularly in those industries with
strong market demand, steady income and cash flow. Currently, we are
exploring opportunities for interest in which include a small hotel chain, and
office building space to house the VSC Group's expanded operations, and

staff in China, as well as to generate a steady rental income and cash flow.

The VSC Group will continue to partner with its global and local customers to
create competitive advantage for them by providing value-added processing,
supply chain management and total solution services. We will continue to
invest in our human resources to enhance our expertise and experience to

fulfill our mission.
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INTERIM DIVIDEND

The Directors have declared an interim dividend of 2.2 Hong Kong cents per
ordinary share for the six months ended 30th September 2006 payable to
shareholders whose names appear on the Register of Members of VSC at the
close of business on 9th February 2007. Dividend warrants are expected to be
despatched on or before 15th February 2007.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of VSC will be closed from 7th February 2007 to 9th
February 2007 (both dates inclusive) during which period no transfers of
shares will be registered. In order to qualify for the interim dividend, all
transfers of shares accompanied by the relevant share certificates and transfer
forms must be lodged with VSC's Registrars in Hong Kong, Computershare
Hong Kong Investor Services Limited by not later than 4:00 p.m. (Hong Kong
SAR time) on 6th February 2007.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30th September 2006, the interests and short positions of the Directors
and chief executives of VSC in the shares of HK$0.10 each in the capital of
VSC (“Shares”), underlying shares and debentures of VSC or any of its
associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")) which (a) were required to be notified to VSC
and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under such
provisions of the SFO); or (b) were required pursuant to Section 352 of the
SFO to be entered in the register referred to therein; or (c) were required
pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) to be notified to VSC and the Stock Exchange,

were as follows:

(i) Long positions in Shares and options of VSC
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(i) BEEZRORBREZ#SD

Attributable
interest to Number of  Approximate Number of Aggregate
Name Nature of interest  the Director Shares percentage  share options interest
#E BEME ESEmER RH#E BRE BREHE RithR
(Note b)
(Bt b)
Mr. Andrew - Corporate interest ~ deemed interest 173,424,000 47.05% — 173,424,000
Cho Fai Yao held by Huge (indirectly)
sl Top (Note a) WIRIERE 2
— Huge Top (E#)
GIESPANGIL
(Kieta)
- Personal interest 100% (directly) 1,614,000 0.44% 1,500,000 3,114,000
—EARER 100% (E#)
175,038,000 47.49% 1,500,000 176,538,000
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,

(i)

EERBN - AEROREEEZ

UNDERLYING SHARES AND DEBENTURES (Cont'd) ERk%xe (B)
Long positions in Shares and options of VSC (Cont'd) (i) BEEZRORBREZESR (B
Attributable
interest to Number of  Approximate Number of Aggregate
Name Nature of interest  the Director Shares percentage  share options interest
<] BERME ESEGER RO EE BHESL BREHA R ER
(Note b)
(Kztb)
Mr. Fernando - Personal interest 100% (directly) 342,000 0.09% 500,000 842,000
Sai Ming Dong  —{E Az 100% (E#)
EHEEE
Mr. Harold - Personal interest 100% (directly) 66,000 0.02% — 66,000
Richard Kahler — —{E A##z5 100% (E#%)
Harold Richard
Kahler % 4

Notes: fit -

a.  As at 30th September 2006, Huge Top Industrial Ltd. (“Huge Top”) holds a. RIZEZEREAAZ=1H  Huge Top
173,424,000 Shares. Mr. Andrew Cho Fai Yao is one of the two directors of Industrial Ltd.([Huge Topl)# &
Huge Top. Mr. Andrew Cho Fai Yao directly holds approximately 11.91% 173,424,0008% ft 10 - thiE 1B % £ T
and indirectly through Perfect Capital International Corp. (“Perfect Huge TopMEEZZ — - thiEEEE
Capital”) owns approximately 42.86% of the issued shares of Huge Top and EEFADH11.91%% B B Perfect
is entitled to exercise more than one-third of the voting power at general Capital International Corp.([Perfect
meetings of Huge Top. Mr. Andrew Cho Fai Yao owns the entire issued Capital] ) f#% %A Huge TopE #1TH%
share capital of Perfect Capital. These interests of the aforesaid Director in P#)42.86% » W7 Huge TopZ LR K
the Shares were corporate interests. BLBEAZR =M —2REE - ka8

Jo B Perfect Capital2 200 %17
KoBMEZRBROZZERRHED
AHER o

b.  The interests of the Director in the share options of VSC are separately b. EERBEEERECERCEIET

disclosed in the section headed “Share Option Scheme” below.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES (Cont'd)
(ii) Long positions in associated corporation — Huge Top

EEZRRD - HEROREEEZ
BERXE (B
(i) #HEBEB 2R —Huge Top

Attributable interest Number of Approximate
Name Nature of interest to the Director shares percentage
"E EatE ExEmER K7 EE BMABEDE
Mr. Andrew Cho Fai Yao — Corporate interest deemed interest (indirectly) 36 42.86%
(Refer to Note a held by Perfect WRERE 2B (M)
in (i) above) Capital
kiR & — Perfect Capital
(308 £ () MisE a) IR A/NGIL T
— Personal interest 100% (directly) 10 11.91%
—EAER 100% (E#)
46 54.77%
Mr. Fernando — Personal interest 100% (directly) 5 5.95%

Sai Ming Dong —EAAER 100% (E#)

Eug s

Save as disclosed above, as at 30th September 2006, none of the
Directors, chief executives of VSC and their associates had any personal,
family, corporate or other interests or short positions in the shares,
underlying shares or debentures of VSC or any of its associated
corporations (within the meaning of Part XV of the SFO) which (a) were
required to be notified to VSC and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (include interests and short
positions which they are taken or deemed to have under such provisions
of SFO); or (b) were required pursuant to section 352 of the SFO to be
entered in the register referred to therein; or (c) were required pursuant
to the Model Code to be notified to VSC and the Stock Exchange.

Apart from the foregoing, at no time during the period was VSC or any
of its subsidiaries a party to any arrangements to enable the Directors or
any of their spouses or children under the 18 years of age to acquire
benefits by means of the acquisition of shares in or debentures of VSC or
any other body corporate, and no Directors or chief executives or their
respective spouses or children under 18 years of age had been granted
any right to subscribe for equity or debt securities of VSC nor exercised
any such right.
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PERSONS WHO HAVE INTERESTS OR SHORT POSITIONS WHICH
ARE DISCLOSEABLE UNDER DIVISIONS 2 AND 3 OF PART XV OF
THE SFO

Other than interests disclosed in the section headed “Directors’ Interests and
Short Positions in Shares, Underlying Shares and Debentures” above, as at
30th September 2006, according to the register of interests kept by VSC
under section 336 of the SFO, the following entities have interests or short
positions in the shares and underlying Shares of VSC which fall to be

disclosed under Divisions 2 and 3 of Part XV of the SFO:

REBE 2 RAERHIEXVE
FoRFITHAREALZ
BERAR
E‘%tX(%%EAHQ@ BB MG 1
RRR]—SAREERI  R=F
iﬂH—JrEI T*“II\E $Eﬁ§a§%&ﬁﬁ*§

BlIEES T &*Hfﬁﬁﬂxf Wﬁ’éﬁ@ﬁfx %&Hﬁf
GRIEXVBE2REINBEMEIRERE 2
BREAR

Number Approximate Number of Aggregate
Name Nature of interest of Shares percentage  share options interest
®H EEME Bt 8B BaBEI BRERE RetlEs
Huge Top Industrial Ltd. Directly 173,424,000 47.05% — 173,424,000
BEERRA
Ms. Miriam Che Li Yao Corporate 173,424,000 47.05% — 173,424,000
PORF L+ NCIL: 23 (Note)
(Ktat)
Personal 2,000,000 0.54% 1,000,000 3,000,000
B A #E =
175,424,000 47.59% 1,000,000 176,424,000

Note: As at 30th September 2006, Huge Top held 173,424,000 Shares. Ms. Miriam Che
Li Yao is one of the two directors of Huge Top while the remaining director of
Huge Top is Mr. Andrew Cho Fai Yao who is the brother of Ms. Miriam Che Li Yao
and therefore is deemed to be interested in these Shares through Huge Top.

Save as disclosed above, as at 30th September 2006, the Directors are not
aware of any other persons (other than Directors or chief executives of VSC)
who have interests or short positions in the shares, underlying shares or
debentures of VSC or any associated corporations (within the meaning of Part
XV of the SFO) which would fall to be disclosed to VSC under Divisions 2 and
3 of Part XV of the SFO.

fifet - R=ZZEZERXFAA=1H  Huge TopHA
173,424,0000% & 15 © #3222 = JhHuge
TopM A ESZ 2 —MHuge Top#t T2 EE A
HAERB LA (k2 Ltz H) - HiER
Huge Top# R AR A ZEMRMD

BREXBEEIN R_ZEREAAZ=T
A ESUAANEEANEMAL (EEIE
JEEZETBABRIN REIRE KB
FE (ERRERRBERPIEXVE) 2 & in
HEROHEEETEERERZ LHAE KD
EXVBE2REINHBAMNEIRSHE 2 #H
KR ©



SHARE OPTION SCHEME

A share option scheme has been adopted by VSC since 12th November 2001
(the "Share Option Scheme”) and VSC may grant options to the participants
as set out in the Share Option Scheme. The terms of the Share Option Scheme
are contained in a circular sent to shareholders of VSC in October 2001 and
the shareholders have also approved the refreshment of Share Option Scheme
mandate limit at the annual general meeting of VSC held on 31st August
2006 (“2006 AGM"). The share options outstanding under the Share Option

BREE

BIREHR —_TT—F+—A+_AERH &
Bhogstal ([BRERE])  MEIRSAINE
BREEIPTS M B EA TR T RARE - BRE
FEZBEFERR_ZZE-F+REBEETT
BEZBHAMBRAR _ZEEENA=T
—HZBIEERRBEAG ([ZTTRFRE
BERE]) FHUEERBREL EIRAERE -

Scheme during the period were as follows: REA - REBRE B M RITH 2 BRELD
T
Number of share options
BREHE
Exercise Granted Lapsed
Name or category price per Beginning during during End of
of participant Date of grant Exercise period Share of period  the period the period period
SRER LR RTEH TS BRITKE B4 BRET BREH RS
'000 '000 '000 '000
T T T T
Directors:-
55—
Mr. Andrew 13th September 13th September 2007 to HK$0.90 — 1,500 — 1,500
Cho Fai Yao 2006 12th September 2016 0907
EELE —ZTRE “EELENATZHE
AAT=H —E-REAATZH
Mr. Fernando 19th September 19th September 2005 to HK$1.418 300 — — 300
Sai Ming Dong 2003 18th September 2013
sz —ZT=F “EERENATAAEE 14187
AATNE —E2-ZFAATN\R
13th September 13th September 2007 to HK$0.90 — 200 — 200
2006 12th September 2016 0907
ZTERE “2RHENATZHE
AAT=H —E-REAATZH
Sub-total 300 1,700 — 2,000

Nt
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SHARE OPTION SCHEME (Cont'd)

BREE (B

Number of share options

BREHE
Exercise Granted Lapsed
Name or category price per Beginning during during End of
of participant Date of grant Exercise period Share of period  the period the period period
SHEELRAER RTEH TEH BRTERE B4 BRET Lilap S RS
'000 '000 '000 '000
T T T T
Employees:-
E5:—
In aggregate 2nd May 2003 2nd May 2003 to HK$0.98 250 — — 250
#it —EZ3=F 15t May 2013 0.98%TT
nAZH “ZZ-FRA-RZE
“T-Z%RR-A
In aggregate 7th May 2003 7th May 2005 to HK$0.97 5,100 — (495) 4,605
#it k3 g5 6th May 2013 (Note 2) 0975
nAtA “ZEnFRAtHEE
—E-=fLAKA
(Hzt2)
In aggregate 19th September 19th September 2005 to HK$1.418 1,000 — — 1,000
Hat 2003 18th September 2013 141887
“TE=F “TRRENATARE
AATNA ZE-ZEAATNA
In aggregate 13th September 13th September 2007 to HK$0.90 — 7,100 — 7,100
2006 12th September 2016 090%7
Hat ZETRE “ETLENAT=ZRE
AAT=A “E-"EAATZH
Sub-total 6,350 7,100 (495) 12,955

Pt




SHARE OPTION SCHEME (Cont'd)

BRERE (8)

Number of share options

BEREHE
Exercise Granted Lapsed
Name or category price per Beginning during during End of
of participant Date of grant Exercise period Share of period  the period  the period period
SEEREYEN  RTEH s BROTER 54 BREF AP #R
'000 '000 '000 '000
T T T T
Others:-
B —
In aggregate 2nd May 2003 2nd May 2003 to HK$0.98 7,000 — — 7,000
Hit —ZT= 15t May 2013 0.98%TT
hAZA “Z2T-£RAZRE
—Z-=f7A-H
Sub-total 7,000 - — 7,000
Nt
Total of Share
Option Scheme 13,650 8,800 (495) 21,955
B g 8l
Notes: Hiat -

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

2. The options to subscribe for Shares at a price of HK$0.97 per Share are to be

exercisable in whole or in part in the following manner:-

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

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

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

Save as disclosed above, no share options were granted, exercised, lapsed or
cancelled during the period.

(ii)

(iii)

REERET S BREREETERERNE
ARBEETEARRER L

AEIR0.97E TTRBB A < BB RHRIAT T
A2EHAFHITE

RZZEZRFRALHE_TTRFRANE
HE SEARSATRAURHE0LER
R E BB R -

RZEERNEFRAtRE-_ET+FHANA
HfE  HEARSATEAREBEIO%IEER
DR BIRE CURB LB A RITESE B
R
R-BELERA+LAE-E—=FRA~H
Bl BAEATBRRTERRE CUZREX
R RKITEERBER) ©

BREXFBEN  RERNTEBREERT
1768 - RS -
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PURCHASE, SALE OR REDEMPTION OF SHARES
Neither VSC nor any of its subsidiaries has purchased, sold or redeemed any
of shares of VSC during the six months ended 30th September 2006.

CODE ON CORPORATE GOVERNANCE PRACTICES

VSC has applied the principles and complied with all the applicable code
provisions of the Code on Corporate Governance Practices (“"CG Code”) as
set out in Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Listing Rules”) for the six months
ended 30th September 2006, except for the deviations herein below

mentioned:

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

efficiently.

BEEQEL K%
BEIREFAEMMBARMERBE_TEAX
EAA=ZTHIEABEARBA - EHHEEE
AEIRE < B fn

\:
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2. The CG Code provisions A.4.1 and A.4.2 stipulates that (1) the non-
executive directors should be appointed for a specific term, subject to re-
election and (2) all directors, including those appointed for a specific
term, should be subject to retirement by rotation at least once every
three years. VSC's non-executive Directors are not appointed for a
specific term. Before the amendment of the Bye-Laws of VSC at the
2006 AGM, the chairman and the managing director of VSC are not
subject to retirement by rotation or be taken into account in determining
the number of Directors to retire in each year. To comply with the CG
Code provision A.4.2, a resolution has been approved by the
shareholders of VSC in the 2006 AGM to amend the Bye-Laws of VSC so
that every Director is required to retire by rotation at least once every

three years.

AUDIT COMMITTEE

The Audit Committee has been set up since December 1998 and now consists
of four independent non-executive Directors with Mr. Kenny King Ching Tam
as chairman and Dr. Chow Yei Ching, Mr. Harold Richard Kahler and Mr. Xu
Lin Bao as members. Mr. Kenny King Ching Tam who is an independent non-
executive Director with appropriate professional accounting expertise as
required under Rule 3.10 of the Listing Rules. Scope of the work of the Audit
Committee is defined and approved by the Board in relation to various
internal control and audit issues with a view to further improving our
corporate governance. The Audit Committee has adopted its terms of
reference, which is in line with the CG Code was posted to VSC's website at
http://www.vschk.com. The VSC Group’s unaudited condensed consolidated
interim financial information for the six months ended 30th September 2006

now reported on have been reviewed by the Audit Committee.
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MODEL CODE FOR SECURITIES TRANSACTIONS

VSC has adopted the Model Code as set out in the Appendix 10 of the Listing
Rules as its own code of conduct regarding securities transactions by the
Directors on 31st March 2004. Having made specific enquiry of all Directors,
they all confirmed that they have complied with the required standard set out
in the Model Code during the six months ended 30th September 2006. On
9th March 2006, the Board has approved that the Model Code also applies to
other specified relevant employees of the VSC Group in respect of their

dealings in the securities of VSC.

On behalf of the Board
Andrew Cho Fai Yao

Chairman
Hong Kong, 8th December 2006

As at the date of this report, the Board comprised Andrew Cho Fai Yao
(Chairman), Fernando Sai Ming Dong (being the executive Directors), Chow
Yei Ching, Harold Richard Kahler, Kenny King Ching Tam, Xu Lin Bao (being
the independent non-executive Directors).

http://www.vschk.com
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