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Vitasoy International Holdings Ltd. Annual Report 2006/07

The Directors have pleasure in submitting their annual report
together with the audited financial statements for the year
ended 31st March, 2007.

Principal place of business

Vitasoy International Holdings Limited (“the Company”) is a
company incorporated and domiciled in Hong Kong and has
its registered office and principal place of business at No. 1
Kin Wong Street, Tuen Mun, New Territories, Hong Kong.

Principal activities

The principal activities of the Company are the manufacture
and sale of food and beverages. The principal activities and
other particulars of the subsidiaries are set out in note 14 to
the financial statements.

The analysis of geographical locations of the operations of the
Company and its subsidiaries (“the Group”) during the
financial year are set out in note 12 to the financial statements.

Major customers and suppliers

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively
during the financial year is as follows:

Percentages of the Group’s total
Sales Purchases

The largest customer 14%
Five largest customers in aggregate 36%
The largest supplier 28%
Five largest suppliers in aggregate 39%

At no time during the year have the Directors, their associates
or any shareholder of the Company (which to the knowledge of
the Directors owns more than 5% of the Company’s share
capital) had any interest in these major customers and suppliers.

14

12

5%
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Financial statements

The profit of the Group for the year ended 31st March, 2007
and the state of the Company’s and the Group’s affairs as at
that date are set out in the financial statements on pages 59
to 146.

Transfer to reserves

Profit attributable to shareholders, before dividends, of
HK$201,312,000 (2006: HK$185,025,000) has been
transferred to reserves. Other movements in reserves are set
out in note 25 to the financial statements.

An interim dividend of HK2.8 cents per ordinary share (2006:
HK2.8 cents per ordinary share) was paid on 5th January,
2007. The Directors now recommend the payment of a final
dividend of HK6.7 cents per ordinary share (2006: HK6.7 cents
per ordinary share) and a special dividend of HK10.0 cents
per ordinary share (2006: HK10.0 cents per ordinary share)
in respect of the year ended 31st March, 2007.

Charitable donations

Charitable donations made by the Group during the year
amounted to HK$96,000 (2006: HK$92,000).

Fixed assets

Movements in fixed assets of the Company and the Group during
the year are set out in note 13 to the financial statements.

Bank loans

Particulars of bank loans of the Group as at 31st March, 2007
are set out in note 23 to the financial statements.
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Share capital

Details of the movements in share capital of the Company
during the year are set out in note 25 to the financial
statements. Shares were issued during the year on exercise
of share options.

There were no purchases, sales or redemptions of the
Company’s listed securities by the Company or any of its
subsidiaries during the year.

Directors

The Directors during the financial year and up to the date of
this report are set out on page 2.

In accordance with Article 104 of the Company’s Articles of
Association, Mr. Winston Yau-lai LO , Mr. John Shek-hung LAU
and Ms. Myrna Mo-ching LO retire from the board by rotation
at the forthcoming Annual General Meeting and, being eligible,
offer themselves for re-election.

None of the Directors proposed for re-election at the
forthcoming Annual General Meeting has a service contract
with the Company or any of its subsidiaries which is not
determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than normal
statutory obligations.

Non-executive Directors are appointed under the same terms
for rotational retirement as other Directors, pursuant to the
Articles of Association of the Company.

25

2

104
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Directors’ interests and short positions
in shares, underlying shares and
debentures

The Directors of the Company who held office at 31st March,
2007 had the following interests in the shares of the Company
and subsidiaries (within the meaning of the Securities and
Futures Ordinance (“SFO”)) at that date as recorded in the
register of directors’ interests and short positions required to
be kept under section 352 of the SFO:

(1) Interests in issued shares

Number of ordinary shares of HK$0.25 each
0.25 

Trusts and Total
Personal Family similar number of * % of total

Name Note interests interests interests shares held issued shares
* 

Mr. Winston Yau-lai LO (i), (iv) 49,939,800 28,702,500 72,678,300 151,320,600 15.03%

Dr. The Hon. Sir David Kwok-po LI 6,000,000 – – 6,000,000 0.60%

Mr. Jan P. S. ERLUND 24,000 – – 24,000 0.00%
Jan P. S. ERLUND
Ms. Myrna Mo-ching LO (ii), (iv) – – 100,653,000 100,653,000 9.99%

Ms. Yvonne Mo-ling LO (iii), (iv) 23,037,990 – 78,806,760 101,844,750 10.11%

Mr. Ambrose Kam-shing CHAN 598,000 – – 598,000 0.06%

Mr. Eric Fat YU 75,000 – – 75,000 0.01%

Mr. John Shek-hung LAU 1,971,000 – – 1,971,000 0.20%

* This percentage has been compiled based on the total
number of shares of the Company in issue ( i .e.
1,007,035,500 ordinary shares) as at 31st March, 2007.

Notes:

(i) Mr. Winston Yau-lai LO is deemed to be interested in
28,702,500 shares through interests of his wife.

(ii) Ms. Myrna Mo-ching LO is interested in 27,974,700 shares
held by Supreme Luck Holdings Limited which in turn
holds such shares in trust for Myrna Lo Trust (formerly
known as The Lo Kwee Seong 1987 Trust).

352

(1)

*

1,007,035,500

(i) 28,702,500

(ii) Supreme Luck
Holdings Limited 27,974,700 

Myrna Lo Trust The Lo Kwee
Seong 1987 Trust
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Directors’ interests and short positions
in shares, underlying shares and
debentures (continued)

(1) Interests in issued shares (continued)

Notes: (continued)

(iii) Ms. Yvonne Mo-ling LO is interested in 6,128,460 shares
held by Yvonne Lo Charitable Remainder Unitrust. Ms.
Yvonne Mo-ling LO is a beneficiary of Yvonne Lo Charitable
Remainder Unitrust and is therefore deemed to be
interested in such shares.

(iv) Each of Mr. Winston Yau-lai LO, Ms. Myrna Mo-ching LO
and Ms. Yvonne Mo-ling LO is interested in 72,678,300
shares held by The Bank of East Asia (Nominees) Limited
which holds such shares as a nominee for the K. S. Lo
Foundation, a charitable trust. Each of them is a trustee
of the K. S. Lo Foundation and is therefore deemed to be
interested in such shares.

(2) Interests in underlying shares
Certain Directors of the Company have been granted
options under the Company’s share option scheme,
details of which are set out in the section “Share option
scheme” below.

All interests in the shares and underlying shares of the
Company are long positions.

Apart from the foregoing, and other than certain nominee
shares in subsidiaries held by the Directors in trust for the
Company, none of the Directors of the Company or any of their
spouses or children under eighteen years of age has interests
or short positions in the shares, underlying shares or
debentures of the Company, any of its subsidiaries or other
associated corporations, as recorded in the register required
to be kept under section 352 of the SFO or as otherwise notified
to the Company pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies.

(1)

(iii) Yvonne Lo Charitable
Remainder Unitrust 6,128,460

Yvonne Lo
Charitable Remainder Unitrust

(iv)

K. S. Lo Foundation
72,678,300 

K. S. Lo Foundation 

(2)

352
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Share option scheme

On 4th September, 2002, the Company adopted a share option
scheme under which the Directors might, at their discretion,
grant options to employees and Directors of the Company or
any of its subsidiaries to subscribe for ordinary shares of
HK$0.25 each in the Company. This scheme was valid for 10
years ending 3rd September, 2012, unless otherwise cancelled
or amended. The purpose of this scheme was to provide
incentives and rewards to employees for their contribution to
the Group. The principal terms of this scheme were as follows:

– The exercise price of the options is the highest of (a) the
closing price of the shares on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on the date
of grant, which must be a business day; (b) the average
of the closing prices of the shares on the Stock Exchange
for the five business days immediately preceding the date
of grant; and (c) the nominal value of the shares.

– The options were exercisable for a period to be notified
by the Directors to each option holder, such period not
to exceed 10 years from the date of grant.

– There was no minimum period which an option must be
held before it could be exercised, but the Directors were
empowered to impose at their discretion any such
minimum period at the date of offer.

– The maximum number of shares which may be issued
upon exercise of all options to be granted must not exceed
10% of the shares in issue on the date of approval and
adoption of the scheme.

– The maximum aggregate number of shares over which
options could be granted to any one participant, when
added to the number of shares issued or issuable to that
participant under the share option scheme must not
exceed 25% of the maximum aggregate number of shares
for the time being issued and issuable under the share
option scheme.

– An offer of the grant of an option remained open for
acceptance by an eligible Director or employee for a
period of 28 days from the date of offer or such longer or
shorter period as the Directors might in their discretion
determine. An eligible Director or employee had to pay
HK$10 on acceptance of the option as a consideration.

0.25

(a)

(b)

(c)

10%

25%

28

10
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Share option scheme (continued)

– Unless approved by shareholders of the Company in a
general meeting, the total number of shares issued and
which may fall to be issued upon exercise of the options
granted (including exercised, cancelled and outstanding
options) to any one participant in any 12-month period
up to the date of grant shall not exceed 1% of the shares
in issue as at the date of grant.

The total number of ordinary shares available for issue under
the share option scheme as at 31st March, 2007 was
83,514,550 shares (including options for 23,315,000 ordinary
shares that have been granted but not yet exercised), which
represented 8.29% of the issued share capital of the Company
at 31st March, 2007.

The Directors of the Company individually and other employees
of the Group in aggregate had the following personal interests
in options to subscribe for ordinary shares of the Company
during the year and at the end of the year:

Number of
options

forfeited on
Number of termination of

options Number of Number of employment Number of * Market * Market
Price per outstanding options options of eligible options value value

Period during share on at the granted exercised participants outstanding per share per share on
Date of which options exercise beginning of during the during the during the at the end on grant exercise

Participants grant are exercisable of options the year year year year of the year of options of options

* * 

HK$ HK$ HK$

Directors

Mr. Winston Yau-lai LO 1/4/2003 1/4/2004 – 31/3/2013 1.688 2,220,000 – – – 2,220,000 1.660 –
1/4/2004 1/4/2005 – 31/3/2014 1.904 1,700,000 – – – 1,700,000 1.920 –
1/6/2005 1/6/2006 – 31/5/2015 2.375 1,472,000 – – – 1,472,000 2.425 –
5/6/2006 5/6/2007 – 4/6/2016 2.900 – 976,000 – – 976,000 2.850 –

Mr. Ambrose 3/8/2004 3/8/2006 – 2/8/2014 1.910 900,000 – – – 900,000 1.910 –
Kam-shing CHAN 1/6/2005 1/6/2006 – 31/5/2015 2.375 2,392,000 – (598,000) – 1,794,000 2.425 2.875

5/6/2006 5/6/2007 – 4/6/2016 2.900 – 954,000 – – 954,000 2.850 –

Mr. Eric Fat YU 1/4/2003 1/4/2004 – 31/3/2013 1.688 738,000 – – – 738,000 1.660 –
1/4/2004 1/4/2005 – 31/3/2014 1.904 450,000 – – – 450,000 1.920 –
1/6/2005 1/6/2006 – 31/5/2015 2.375 392,000 – – – 392,000 2.425 –
5/6/2006 5/6/2007 – 4/6/2016 2.900 – 316,000 – – 316,000 2.850 –

1%

83,514,550

23,315,000
8.29%
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Number of
options

forfeited on
Number of termination of

options Number of Number of employment Number of * Market * Market
Price per outstanding options options of eligible options value value

Period during share on at the granted exercised participants outstanding per share per share on
Date of which options exercise beginning of during the during the during the at the end on grant exercise

Participants grant are exercisable of options the year year year year of the year of options of options

* * 

HK$ HK$ HK$

Mr. John Shek-hung LAU 1/4/2003 1/4/2004 – 31/3/2013 1.688 820,000 – – – 820,000 1.660 –
1/4/2004 1/4/2005 – 31/3/2014 1.904 500,000 – – – 500,000 1.920 –
1/6/2005 1/6/2006 – 31/5/2015 2.375 392,000 – – – 392,000 2.425 –
5/6/2006 5/6/2007 – 4/6/2016 2.900 – 316,000 – – 316,000 2.850 –

Eligible employees 1/4/2003 1/4/2004 – 31/3/2013 1.688 3,927,000 – (2,030,000) (48,000) 1,849,000 1.660 2.897
working under 1/4/2004 1/4/2005 – 31/3/2014 1.904 3,504,000 – (898,000) (314,000) 2,292,000 1.920 3.005
employment contracts 1/6/2005 1/6/2006 – 31/5/2015 2.375 3,136,000 – (222,000) (380,000) 2,534,000 2.425 3.083

5/6/2006 5/6/2007 – 4/6/2016 2.900 – 3,078,000 – (378,000) 2,700,000 2.850 –

22,543,000 5,640,000 (3,748,000) (1,120,000) 23,315,000

The options granted to the Directors are registered under the
names of the Directors who are also the beneficial owners.

* being the closing price or the weighted average closing price of
the Company’s ordinary shares immediately before the dates
on which the options were granted or exercised, as applicable.

Information on the accounting policy for share options granted
and the value per option is provided in note 1(n)(iv) and note
26 to the financial statements respectively.

Apart from the foregoing, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement
to enable the Directors of the Company to acquire benefits by
means of the acquisition of shares in or debentures of the
Company or any other body corporate.

*

1(n)(iv)
26
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Share option scheme (continued)

Note:

Except for the options granted on 3rd August, 2004, all the options
are exercisable progressively and the maximum percentage of the
options which may be exercised is determined in stages as follows:

Percentage of
options granted

On or after 1st year anniversary
of the date of grant 25%

On or after 2nd year anniversary
of the date of grant another  25%

On or after 3rd year anniversary
of the date of grant another  25%

On or after 4th year anniversary
of the date of grant another  25%

Substantial shareholders’ and other
persons’ interests and short positions
in shares and underlying shares

The Company has been notified of the following interests in
the Company’s issued shares at 31st March, 2007 amounting
to 5% or more of the ordinary shares in issue. These interests
are in addition to those disclosed above in respect of the
Directors.

Number of ordinary shares of HK$0.25 each
0.25 

Trusts and Total * % of total
Personal Family Corporate similar number of issued

Substantial shareholders Note interests interests interests interests shares held shares
* 

Ms. Irene CHAN (i), (ii) 23,514,700 750,000 – 72,678,300 96,943,000 9.63%

Mr. Kai-tun LO (ii) 18,508,950 – – 72,678,300 91,187,250 9.06%

Mr. Peter Tak-shing LO (ii) 7,548,000 – – 72,678,300 80,226,300 7.97%

Arisaig Greater China Fund (“Arisaig”) (iii) 64,301,500 – – – 64,301,500 6.39%
Arisaig Partners (Mauritius) Limited (“Arisaig Mauritius”) (iv) – – 64,301,500 – 64,301,500 6.39%
Mr. Lindsay William Ernest COOPER (“Cooper”) (v) – – 64,301,500 – 64,301,500 6.39%
Commonwealth Bank of Australia (vi) – – 60,339,000 – 60,339,000 5.99%

* This percentage has been compiled based on the total number
of shares of the Company in issue (i.e. 1,007,035,500 ordinary
shares) as at 31st March, 2007.

5%

*
1,007,035,500
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Substantial shareholders’ and other
persons’ interests and short positions
in shares and underlying shares (continued)

Notes:

(i) Ms. Irene CHAN is interested in 750,000 shares held for her
daughter Alexandra CHAN who is under the age of 18.

(ii) Each of Ms. Irene CHAN, Mr. Kai-tun LO and Mr. Peter Tak-
shing LO is interested in 72,678,300 shares held by The Bank
of East Asia (Nominees) Limited which holds such shares as a
nominee for the K. S. Lo Foundation, a charitable trust. Each of
them is a trustee of the K. S. Lo Foundation and is therefore
deemed to be interested in such shares.

(iii) These interests are held by Arisaig in the capacity of beneficial
owner.

(iv) These interests are held by Arisaig Mauritius in the capacity of
investment manager of Arisaig. These interests are duplicated
by the interests disclosed in Note (iii) above.

(v) These interests represent Cooper’s interests through his indirect
33% interest in Arisaig Mauritius. These interests are duplicated
by the interests disclosed in Notes (iii) and (iv) above.

(vi) These interests represent Commonwealth Bank of Australia’s
interests through its indirect 100% interest in First State
Investment Management (UK) Limited (which holds 49,185,000
shares of the Company’s ordinary shares) and First State
Investments (Hong Kong) Limited (which holds 11,154,000
shares of the Company’s ordinary shares).

All interests in the shares and underlying shares of the
Company are long positions.

Apart from the foregoing, no other interests required to be
recorded in the register kept under section 336 of the SFO
have been notified to the Company.

Sufficiency of public float

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

(i)
Alexandra CHAN 750,000 

(ii)

K. S. Lo Foundation
72,678,300 K. S. Lo Foundation

(iii) Arisaig 

(iv) Arisaig Mauritius Arisaig 

(iii)

(v) Cooper Ar isa ig
Mauritius 33% 

(iii) (iv)

(vi) First
State Investment Management (UK) Limited

49,185,000 

11,154,000 

336
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Directors’ interests in contracts

No contract of significance to which the Company or any of its
subsidiaries was a party, and in which a Director of the
Company had a material interest, subsisted at the end of the
year or at any time during the year.

Directors’ and officers’ liability
insurance

Directors’ and officers’ liability insurance was maintained
during the year.

Connected transactions

(1) On 10th December, 2002, the Company entered into a
Milk Supply Agreement with Shenzhen Guang Ming
Holdings Limited (“Guangming”),  a substant ia l
shareholder holding 30% of the registered capital of the
Company’s subsidiary, Shenzhen Vitasoy (Guang Ming)
Foods and Beverage Company Limited (“Shenzhen
Vitasoy”), under which Guangming would supply milk
products and provide milk processing and packaging
services to the Company for a period of 3 years
commencing 14th March, 2003.

On 21st March, 2006, the Company entered into a new
Milk Supply Agreement (the “New Agreement”) with
Guangming, under which Guangming would supply milk
products and provide milk processing and packaging
services to the Company for a period of 3 years
commencing 1st April, 2006.

During the year, HK$2,515,000 (2006: HK$2,827,000)
was charged by Guangming.

The transactions constituted continuing connected
transactions under Rule 14A.34(1) of the Listing Rules,
wh ich  a re  on l y  sub jec t  t o  the  repor t ing  and
announcement requirements and are exempt from the
independent shareholders’ approval requirement.

(1)

30%

2,515,000
2,827,000

14A.34(1)
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Connected transactions (continued)

The Directors, including the Independent Non-executive
Directors, considered that the transactions during the year
ended 31st March, 2007:

(i) were entered in the ordinary and usual course of
business of the Company and in accordance with
the terms of the New Agreement;

(ii) were on normal commercial terms and were fair and
reasonable and in the interest of the shareholders
as a whole; and

(iii) were either on normal commercial terms, or if there
were not sufficient comparable transactions to judge
whether they were on normal commercial terms, on
terms no less favourable than terms available from
independent third parties.

In addition, the independent auditor of the Company
confirmed that:

(i) the transactions were approved by the board of
directors;

(ii) the transactions were entered into in accordance
with the agreed prices as set out in the New
Agreement; and

(iii) the consideration for the transactions had not
exceeded the annual cap of HK$5,000,000 for the
year ended 31st March, 2007.

(2) On 22nd March, 2007, the Company’s subsidiary, Vitasoy
Australia Products Pty. Ltd. (“VAP”), entered into an
agreement whereby National Foods Milk Limited
(“NFML”), a fellow subsidiary of National Foods Holding
Limited, a substantial shareholder holding 49% of the
issued share capital of VAP, would provide services to
VAP in relation to soy food and beverage products
manufactured, imported and/or distributed by VAP
targeted for mainstream market (“VAP Products”).

As part of the services provided, NFML would be the
exclusive distributor in Australia of the VAP Products. In
return, VAP would pay a management fee equal to 3.5%
of gross sales of VAP Products distributed by NFML in
Australia. The agreement commenced on 1st April, 2007
and will continue until 31st March, 2010 unless terminated
earlier in accordance with the terms of the agreement.

(i)

(ii)

(iii)

(i)

(ii)

(iii)

5,000,000

(2)
Vitasoy Australia Products Pty.

Ltd. VAP
National Foods Holding Limited
VAP49%

National Foods Milk Limited
NFML VAP

VAP
VAP

NFML
VAP VAP

NFML
VAP 3.5%
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Connected transactions (continued)

The transactions constituted continuing connected
transactions under Rule 14A.34(1) of the Listing Rules,
wh ich  a re  on l y  sub jec t  t o  the  repor t ing  and
announcement requirements and are exempt from the
independent shareholders’ approval requirement. The
Di rec tors  se t  the  amounts  o f  AUD2,000,000,
AUD2,200,000 and AUD2,500,000 as the annual cap
amounts for the transactions for the years ending 31st
March, 2008, 2009 and 2010 respect ively.  An
announcement was made by the Company on 22nd
March, 2007 in this respect.

Employee retirement plans

Particulars of employee retirement plans of the Company and
the Group are set out in note 15 to the financial statements.

Five year summary

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on pages
147 and 148 of the annual report.

Auditors

KPMG retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of KPMG as
auditors of the Company is to be proposed at the forthcoming
Annual General Meeting.

By Order of the Board
Winston Yau-lai LO
Executive Chairman

Hong Kong, 9th July, 2007

14A.34(1)

2,000,000
2,200,000 2,500,000

15

147 148


