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PRINCIPAL ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these

accounts are set out below:

(a)

(b)

Basis of preparation

The accounts have been prepared in accordance with accounting
principles generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Society of
Accountants (“HKSA”). They are prepared under the historical
cost convention except that, as disclosed in the accounting
policies below, investment properties and long-term investments
are stated at fair value.

Commencing from 1st April 2003, Van Shung Chong Holdings
Limited (“VSC”) and its subsidiaries (together the “VSC Group”)
have adopted the revised Statement of Standard Accounting
Practice (“SSAP”) 12 “Income taxes” issued by the HKSA, under
which deferred taxation is provided in full on temporary
differences arising between the tax bases of assets and liabilities
and their carrying amounts in the accounts. In prior year, deferred
taxation was provided in respect of significant timing differences
between profit as computed for taxation purposes and profit as
stated in the accounts to the extent that a liability or an asset
was expected to be payable or recoverable in the foreseeable
future. The adoption of the revised SSAP 12 represents a change
in accounting policy, which has no significant effect on the VSC
Group’s results for the prior accounting periods.

Basis of consolidation

The consolidated accounts include the accounts of VSC and its
subsidiaries, together with the VSC Group’s share of post-
acquisition results and reserves of its associates under the equity
method of accounting. The results of subsidiaries and associates
acquired or disposed of during the year are included in the
consolidated profit and loss account from the effective date of
acquisition or up to the effective date of disposal, as appropriate.

Any significant intercompany transactions and balances within
the VSC Group are eliminated on consolidation.

The gain or loss on disposal of a subsidiary represents the
difference between the proceeds of the disposal and the VSC
Group’s share of its net assets together with any unamortised
goodwill or negative goodwill and any related cumulative foreign
currency translation adjustments.

Minority interests represent the interests of outside shareholders
in the operating results and net assets of subsidiaries.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(c)

(d)

(e)

Goodwill

Goodwill represents the excess of the fair value of the
consideration of an acquisition over the VSC Group’s share of
the aggregate fair values of the identifiable net assets acquired.
Goodwill is recognised as an intangible asset in the balance
sheet and is amortised on a straight-line basis over its estimated
economic life. The carrying value of goodwill is assessed
periodically or when factors indicating an impairment are present.
Any impairment of goodwill is charged to the profit and loss
account in the period in which the impairment occurs.

Subsidiaries

Subsidiaries are those entities in which VSC, directly or indirectly,
controls more than one half of the voting power; has the power
to govern the financial and operating policies, to appoint or
remove the majority of the members of the board of directors,
or to cast majority votes at the meetings of the board of directors.

In VSC’s balance sheet, investment in subsidiaries is stated at
cost less accumulated impairment losses. The results of
subsidiaries are accounted for by VSC on the basis of dividends
received and receivable.

Associates

An associate is a company over which the VSC Group has
significant influence, but not control or joint control, over its
financial and operating policy decisions.

In the consolidated accounts, investment in associates is
accounted for under the equity method of accounting, whereby
the investment is initially recorded at cost and is adjusted
thereafter to recognise the VSC Group’s share of the post-
acquisition results of associates, distributions received from
associates, other necessary alterations in the VSC Group’s
proportionate interest in associates arising from changes in the
equity of associates that have not been included in the profit
and loss account of associates, amortisation of the difference
between the cost of investment and the VSC Group’s share of
the aggregate fair value of the identifiable net assets acquired
at the date of acquisition (goodwill), and any impairment loss.
The VSC Group’s share of post-acquisition results of associates
is included in the consolidated profit and loss account. Equity
accounting is discontinued when the carrying amount of the
investment in an associate reaches zero, unless the VSC Group
has incurred obligations or guaranteed obligations in respect of
the associate.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

®

(9)

Contractual joint ventures

A contractual joint venture is an entity established between the
VSC Group and one or more other parties for a pre-determined
period of time, with the rights and obligations of the joint venture
partners being governed by a contract. If the VSC Group is able
to govern and control the financial and operating policies of the
contractual joint venture so as to obtain benefits from its
activities, such joint venture is considered as a de facto
subsidiary and is accounted for as a subsidiary. If the VSC
Group can only exercise significant influence over the contractual
joint venture, such joint venture is accounted for as an associate.

Fixed assets and depreciation

Fixed assets, other than investment properties, are stated at
cost less accumulated depreciation and accumulated impairment
losses. Major expenditures on modifications and betterments of
fixed assets which will increase their future economic benefits
are capitalised, while expenditures on maintenance and repairs
are expensed when incurred.

Leasehold land is depreciated over the period of the lease,
while other fixed assets are depreciated on a straight-line basis
at rates sufficient to write off their cost less accumulated
impairment losses over their estimated useful lives. The principal
annual rates of depreciation are as follows:

Land
Buildings

2% (lease terms)
2.5% to 4%
20% to 33%

(lease terms)
15% to 33%
10% to 25%
20%

Leasehold improvements

Furniture and equipment
Machinery
Motor vehicles

The depreciation methods and useful lives are reviewed
periodically to ensure that the methods and rates of depreciation
are consistent with the expected pattern of economic benefits
from fixed assets.

The gain or loss on disposal of a fixed asset, other than
investment properties, is the difference between the net disposal
proceeds and the then carrying amount of the relevant asset,
and are recognised in the profit and loss account.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(h)

(i)

Investment properties

Investment properties are leasehold interests in land and
buildings in respect of which construction and development work
have been completed and which are held for their long-term
investment potential, any rental income being negotiated at arm’s
length.

Investment properties are included in the balance sheet at their
open market value on the basis of an annual valuation by
independent qualified valuers. All changes in the value of
investment properties are dealt with in the investment property
revaluation reserve unless the balance of this reserve is
insufficient to cover a deficit on a portfolio basis, in which case
the net deficit is charged to the profit and loss account. When
an investment property is disposed of, the relevant portion of
previously recognised revaluation surpluses are reversed and
the gain or loss on disposal reported in the profit and loss
account is determined based on the net disposal proceeds less
the original cost.

No depreciation is provided for investment properties unless the
unexpired lease term is 20 years or less, in which case
depreciation is provided on the then carrying value over the
unexpired lease term.

Long-term investments

Long-term investments, which are held for non-trading purpose,
are stated at fair value at the balance sheet date. Changes in
the fair value of individual investments are credited or debited
to the investment revaluation reserve until the investments are
sold or otherwise disposed of or until the investments are
determined to be impaired. Upon disposal, the cumulative gain
or loss, representing the difference between the net disposal
proceeds and the carrying amount of the relevant investments,
together with any surplus/deficit transferred from the investment
revaluation reserve, is dealt with in the profit and loss account.
When there is objective evidence that individual investments are
impaired, the cumulative loss recorded in the investment
revaluation reserve is taken to the profit and loss account.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

)

(k)

U]

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, calculated on the first-in, first-out basis, comprises
materials, direct labour and an appropriate proportion of all
production overhead expenditure. Net realisable value is
determined on the basis of anticipated sales proceeds less
estimated selling expenses.

Installation contracts

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

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

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

work under current liabilities.

Accounts receivable

Provision is made against accounts receivable to the extent
they are considered to be doubtful. Accounts receivable in the
balance sheet are stated net of such provision.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(m)

(n)

Impairment of assets

Assets are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of one of
these assets may not be recoverable. Whenever the carrying
amount of an asset exceeds its recoverable amount, an
impairment loss representing the difference between the carrying
amount and the recoverable amount of an asset is recognised
in the profit and loss account. The recoverable amount is the
higher of an asset’s net selling price and value in use. The net
selling price is the amount obtainable from the sale of an asset
in an arm’s length transaction less the costs of the disposal,
while value in use is the present value of estimated future cash
flows expected to arise from the continuing use of an asset and
from its disposal at the end of its useful life.

Reversal of an impairment loss of an asset recognised in prior
years is recorded when there is an indication that the impairment
loss recognised for the asset no longer exists or has decreased.
The reversal is recorded in the profit and loss account.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by the
occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the VSC Group. It can
also be a present obligation arising from past events that is not
recognised because it is not probable that outflow of economic
resources will be required or the amount of obligation cannot
be measured reliably. A contingent liability is not recognised but
is disclosed in the notes to accounts. When a change in the
probability of an outflow occurs so that outflow is probable,
they will then be recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain events
not wholly within the control of the VSC Group. Contingent
assets are not recognised but are disclosed in the notes to the
accounts when an inflow of economic benefits is probable. When
inflow is virtually certain, an asset is recognised.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(o)

(P)

(a)

Provisions

Provisions are recognised when the VSC Group has a present
obligation, legal or constructive, as a result of past events and
it is probable that an outflow of resources will be required to
settle the obligation, and a reliable estimate can be made of the
amount of the obligation. Provisions are reviewed regularly and
adjusted to reflect the current best estimate. Where the effect
of the time value of money is material, the amount of a provision
is the present value of the expenditure expected to be required
to settle the obligation. Where the VSC Group expects a provision
to be reimbursed, the reimbursement is recognised as a separate
asset only when the reimbursement is virtually certain.

Deferred taxation

Deferred taxation is provided in full, using the liability method,
on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the accounts. Taxation
rates enacted or substantively enacted by the balance sheet
date are used to determine deferred taxation.

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

Deferred taxation is provided on temporary differences arising
on investments in subsidiaries, associates and joint ventures,
except where the timing of the reversal of the temporary
difference can be controlled and it is probable that the temporary
difference will not reverse in the foreseeable future.

Revenue recognition

Revenue is recognised when the outcome of a transaction can
be measured reliably and when it is probable that the economic
benefits associated with the transaction will flow to the VSC
Group. Revenue is recognised on the following bases:

(i) Sales revenue
Revenue from sales of goods is recognised on the transfer
of risks and rewards of ownership, which generally
coincides with the time when the goods are delivered to
customers and title has passed.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(a)

(r)

(s)

Revenue recognition (Cont’d)

(ii)

(iii)

(iv)

(v)

Revenue from installation contracts

Revenue from each individual installation contract is
recognised using the percentage-of-completion method
by reference to the stage of completion of the contract
activity, primarily based on the proportion of contract costs
incurred for work performed to date to estimated total
contract costs (see Note 1(k)).

Rental income
Rental income is recognised on a straight-line basis over
the period of the relevant leases.

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

Interest income

Interest income is recognised on a time proportion basis,
taking into account the principal amounts outstanding and
the interest rates applicable.

Advance payments received from customers prior to delivery of

goods or before commencement of installation contract work

are recorded as receipts in advance.

Employee benefits

(i)

(if)

Employee leave entitlements

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

Pension obligations
The VSC Group’s contributions to defined contribution
retirement schemes are expensed as incurred.

Borrowing costs

Borrowing costs that are directly attributable to the acquisitions,

construction or production of an asset that takes a substantial

period of time to get ready for its intended use or sale are

capitalised as part of the cost of that asset. All other borrowing

costs are charged to the profit and loss account in the period in

which they are incurred.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

®

(u)

(v)

Operating leases

Leases where substantially all the risks and rewards of ownership
of assets remain with the leasing company are accounted for as
operating leases. Payments made under operating leases are
charged to the profit and loss account on a straight-line basis
over the period of the relevant leases.

Foreign currency translation

Individual companies within the VSC Group maintain their books
and records in the primary currencies of their respective
operations (“functional currencies”). In the accounts of the
individual companies, transactions in other currencies during
the year are translated into the functional currencies at the
applicable rates of exchange prevailing at the time of the
transaction; monetary assets and liabilities denominated in other
currencies are translated into the respective functional currencies
at the applicable rates of exchange in effect at the balance
sheet date. Exchange gains and losses are dealt with in the

profit and loss account of the individual companies.

The VSC Group prepares consolidated accounts in Hong Kong
dollars. For the purpose of consolidation, all the assets and
liabilities of subsidiaries with functional currencies other than
Hong Kong dollars are translated into Hong Kong dollars at the
applicable rates of exchange in effect at the balance sheet date;
all income and expense items are translated at the applicable
average exchange rates during the year. Exchange differences
arising from such translation are dealt with as movements of
cumulative foreign currency translation adjustments.

Forward foreign currency contracts

Forward foreign currency contracts are entered into to hedge
against fluctuation in currency exchange rates. When the forward
foreign currency contract is used as a hedge of a net monetary
asset or liability, the gain or loss on the contract and the discount
and premium are taken into the profit and loss account. Where
the forward foreign currency contract is used as a hedge of a
firm commitment, no gain or loss is recognised during the
commitment period; at the end of that period, any gain or loss
and the discount or premium are added to, or deducted from,
the amount of the relevant transaction.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(w)

(x)

Segment reporting

In accordance with the VSC Group'’s internal financial reporting,
the VSC Group has determined that business segments be
presented as the primary reporting format and geographical
segments as the secondary reporting format.

Unallocated costs represent corporate expenses. Segment
assets consist primarily of fixed assets, inventories, receivables
and other operating assets. Segment liabilities consist primarily
of all of the VSC Group’s operating liabilities. Capital expenditure
comprises additions to fixed assets, investment properties,
investment in associates and long-term investments, including
those arising from acquisition of subsidiaries.

In respect of geographical segment reporting, turnover is based
on the destination of delivery of goods or the location for the
provision of services. Total assets and capital expenditure are
classified where the assets are located.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at
cost. For the purpose of the cash flow statement, cash and
cash equivalents comprise cash on hand, deposits held at call
with banks, cash investments with a maturity of three months
or less from date of investment and bank overdrafts.
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2. RELATED PARTY TRANSACTIONS
Parties are considered to be related if one party has the ability, directly

or indirectly,

to control the other party or exercise significant influence

over the other party in making financial and operating decisions. Parties

are also considered to be related if they are subject to common control

or common

(a)

significant influence.

Details of significant transactions with related parties were:

Name of related party/Nature of transaction

—EBOF —ET=F
2004 2003
FETT FE T
HK$°000 HK$’000
Metal Logistics Company Limited (i)
— Sales made by the VSC Group 155,716 287,413
— Administrative service fees
earned by the VSC Group 180 180
— Interest earned by the VSC Group 5,672 4,616
— Commission for procurement
services paid/payable by
the VSC Group 1,894 1,652
iSteelAsia (Hong Kong) Limited (i)
— Rental earned by the VSC Group 198 600
— Administrative service fees
earned by the VSC Group 180 180
EC Investment Services Limited (ii)
— Rental earned by the VSC Group - 383

Notes:

(U]

(ii)

Metal Logistics Company Limited and iSteelAsia (Hong Kong)
Limited are wholly owned by iSteelAsia Holdings Limited, a
company in which the VSC Group had a 18.9% equity interest as
at 31st March 2004 (2003: 19.2%).

EC Investment Services Limited is beneficially owned by Mr. Tsang
Kwok Tai, Moses, a former non-executive director of VSC, who
resigned on 17th August 2002, and the amount of transactions
with EC Investment Services Limited was disclosed up to that
date.
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2. RELATED PARTY TRANSACTIONS (Cont’d)
(o)  The amount due from a related company arising from the
transactions described in Note 2(a) was included in accounts
and bills receivable. Details of such balances are as follows:

RER
&= 4 B
Maximum
balance
outstanding
—EEMEF —EE=F during the
Name of related party 2004 2003 year
FET FET FET
HK$°000 HK$’000 HK$’000
Metal Logistics Company
Limited (i) 205,611 210,202 249,125
Note:
(i) The balance, arising mainly from purchases of steel, is unsecured,

repayable according to the VSC Group’s normal credit term for
trading transactions and bore interest at commercial lending rates
for overdue balances.
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Note:

3. HEEERWKWA 3. TURNOVER AND REVENUE
WA A THER - Revenues recognised are as follows:
—EEME —TTE=F
2004 2003
FET FE&T
HK$’000 HK$’000
BT EEM Manufacturing of industrial products
— IRMEmMMI — Processing of rolled flat steel
products 392,513 277,302
— RZEREBINZR — Enclosure systems 109,463 39,986
EETXER Trading of industrial products
— IRBBHEER — Engineering plastic resins and
JEEB injection moulding machines 172,265 155,063
FiHEE BREMB Stockholding and trading of
construction materials
— WMMESR — W - — Steel products — steel rebars,
M R ARM E structural steel and flat stee
products 2,734,287 2,138,344
— RAREE — Sanitary ware and kitchen cabinets 97,350 41,463
— ZEEBEZKA — Revenue from installation work
of kitchen cabinets 41,387 99,795
WA Rental income 1,845 3,816
FERE Total turnover 3,549,110 2,755,769
F B U A Interest income 6,310 4,887
—HERBARKREZREKA Dividend income from a long-term
investment 374 188
I RN A I 1) Return from a joint venture (i) 4,344 6,615
11,028 11,690
LU N Total revenue 3,560,138 2,767,459

(i) BHE_ZTZTNE=-A=+—HLEER (i)
EEEEEKRBR—MAELEATZERL
4,344,000 (ZFZ = : 6,615,000/

TL) AT RBESTME -

During the year ended 31st March 2004, the VSC Group received a
return of approximately HK$4,344,000 (2003: HK$6,615,000) from a joint
venture, which was written off in prior years.
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4. OTHER INCOME/(EXPENSE)

Surplus/(Deficit) on revaluation
of investment properties

Gain on disposal of an investment
property

5. OPERATING PROFIT

—EZNE —TT=F
2004 2003
FET FAETT
HK$’000 HK$’000
2,818 (1,500)
2,476 —
5,294 (1,500)

Operating profit is determined after charging or crediting the following

items:

After charging:

Staff costs (including directors’
emoluments) (see Note 7)
Operating lease rentals of premises
Provision for/Write-off of bad and
doubtful accounts receivable
Provision for and write-off of inventories
Depreciation of fixed assets
Net loss on disposal of fixed assets
Amortisation of goodwill
Loss on disposal of a
long-term investment
Net exchange loss
Auditors’ remuneration

After crediting:

Rental income from
— related companies (see Note 2(a))
— third parties

Net gain on disposal of fixed assets

Net exchange gain

Interest income from

bank deposits

other deposits

— overdue accounts receivable

amounts due from a related
company (see Note 2(a))

Dividend income from a long-term
investment

—ETNF —TTE=F
2004 2003
F#ET FH#ET
HK$’000 HK$’000
68,681 65,593
7,610 11,804
609 2,839
3,116 2,963
16,791 20,132
5 .
2,359 1,850
- 284

- 393

880 788
198 983
1,647 2,833
- 51
3,583 —
406 203

- 1
232 67
5,672 4,616
374 188
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6. FINANCE COSTS

—EENEF —ET=F
2004 2003
FET F#E T
HK$’000 HK$’000
Interest expense on
— bank loans wholly repayable

within five years 11,832 10,263

— other short-term loans wholly
repayable within five years 1,505 881
13,337 11,144

7/ STAFF COSTS (INCLUDING DIRECTORS’ EMOLUMENTS)

—EENF —EE=F
2004 2003
FHET FET
HK$’000 HK$’000
Salaries and allowances 60,357 57,519
Bonuses 6,494 6,000
Pension costs
— defined contribution schemes
(see Note 36) 2,635 2,489
— forfeited contributions (705) (415)
68,681 65,593
8. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS
(@) Directors’ emoluments
—EENME —EE=F
2004 2003
F#ET FET
HK$’000 HK$’000
Fees for non-executive directors 80 519
Fees for independent non-executive
directors 347 —
Other emoluments for executive
directors
— Salaries and allowances 3,213 3,658
— Discretionary bonuses (i) 2,100 2,500
— Retirement contributions 77 72

5,817 6,749
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(i) WITEFAZERBEL ke
REBIFERE 2 HBERAMETE -

BB e - BIRS KB A — (I

TEERH-HEZEL(RER LT
WREFR)IEEBA - ZBEARAK
FE 2 ERZMMEL AE931,000/8
JTL(ZZT T =4 : 1,038,00087T) °

AEER - LREBRRETHE -
AEER - L/ EAETHE
FEF RSB MABIES £EL
BB -

E=fe (BEREESEMCEM
ZRERRAZMBE) REFAREME
BEZATWAT

HITE=R

— & % 1,000,000/% 7T

— 1,000,001 T &
1,500,000% 7T

— 1,500,001 7L &
2,000,0007% 7T

— 2,500,001 T &
3,000,000/ 7T

— 3,000,001 TZE
3,500,0007% JT

DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS (Cont’d)
(a) Directors’ emoluments (Cont’d)
Note:

(i) The executive directors were entitled to discretionary bonuses
which were determined with reference to the financial performance

of the VSC Group.

In addition to the above-mentioned emoluments, the VSC Group

provided a residential apartment (included in land and buildings)

to an executive director for his residence, and the annual rateable

value of the apartment amounted to approximately HK$931,000

(2003: HK$1,038,000).

No director waived any emolument during the year. No incentive

payment for joining the VSC Group or compensation for loss of

office was paid/payable to any directors during the year.

Analysis of directors’ emoluments (including the rateable value

of the apartment used as a director’s residence) by number of

directors and emolument ranges is as follows:

FBTES
— #%21,000,000/% 7T
BAIFHTES

— & % 1,000,000/ 7T

—EETNEF —EE=F
2004 2003
Executive directors
— Nil to HK$1,000,000 1 4
— HK$1,000,001 to
HK$1,500,000 - 1
— HK$1,500,001 to
HK$2,000,000 2 1
— HK$2,500,001 to
HK$3,000,000 - 1
— HK$3,000,001 to
HK$3,500,000 1 —
4 7
Non-executive directors
— Nil to HK$1,000,000 1 1
Independent non-executive
directors
— Nil to HK$1,000,000 3 4
8 12
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8. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS (Cont’d)
(b) Five highest paid individuals (Cont’d)
The five individuals whose emoluments were the highest in the

VSC Group for the year include three (2003: three) directors

whose emoluments are reflected in the analysis presented in

Note 8(a) above. The emoluments paid/payable to the remaining

two (2003: two) individuals were as follows:

Salaries and allowances
Retirement contributions

The emolument fell within the
following band:
— Nil to HK$1,000,000
— HK$1,000,001 to
HK$1,500,000

9. TAXATION

VSC is exempt from taxation in Bermuda until 2016.

—EBNQF —ET=F
2004 2003
FET FET
HK$’000 HK$’000
2,474 2,339

56 63

2,530 2,402
—EENF —TE=F
2004 2003

- 1

2 1

2 2

Hong Kong profits tax has been provided at the rate of 17.5% (2003:

16%) on the estimated assessable profit arising in or derived from

Hong Kong.

The subsidiaries established in Mainland China are subject to Mainland

China enterprise income tax at rates ranging from 7.5% to 33% (2003:

15% to 33%). However, subsidiaries engaging in manufacturing are

exempt from Mainland China enterprise income tax for two years

starting from the first year of profitable operations after offsetting prior

years’ tax losses, followed by a 50% reduction for the next three

years.
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9.  TAXATION (Cont’d)

The amount of taxation charged to the consolidated profit and loss

account represents:

—EENEF —EE=F
2004 2003
F#ET F#E T
HK$°000 HK$’000
VSC and subsidiaries —
Current taxation
Hong Kong profits tax
— Current year 5,165 4,080
— Under/(Over) provision
in prior years 25 (5,097)
Mainland China enterprise
income tax 6,464 3,181
Deferred taxation relating to
the origination and reversal
of temporary differences (593) =
11,061 2,164

The taxation on the VSC Group’s profit before taxation differs from the
theoretical amount that would arise using the profits tax rate of Hong
Kong, the home country of the VSC Group, and the reconciliation was

as follows:

—EENEF —EE=F
2004 2003
F#ET F#E T
HK$°000 HK$’000
Profit before taxation 96,455 65,905
Calculated at Hong Kong profits tax
rate of 17.5% (2003: 16%) 16,880 10,545
Effect of
— different tax rates in other
jurisdictions (2,639) (3,348)
— income not subject to taxation (458) (482)
— expenses not deductible
for income tax purposes 175 401
— deferred tax assets not recognised 85 676
— reversal of previously
unrecognised deferred tax assets (3,007) (531)
— Under/(over) provision of taxation
in prior years 25 (5,097)
Taxation charge 11,061 2,164




Notes to the Accounts

Ak B B &

10. BERELEEF 10.

REEEGFEENEEEABIEERE 2%
F 49 35,892,000 T (= BT = F :

71,912,000/ 7T) °

/fm

Page 105

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The consolidated profit attributable to shareholders includes a profit
of approximately HK$35,892,000 (2003: HK$71,912,000) dealt with in
the accounts of VSC.

11. BRE 11. DIVIDENDS
—EEMEF —EE=F
2004 2003
FET FET
HK$’000 HK$’000
RHERAR B AR E B AR Interim dividend of HK3.1 cents
3.1 (2008: Nil) per ordinary share
(ZEZT=F : &) 10,882 =
BEARBARESRE AR Proposed final dividend of
288l (ZEBEE =4 : HK2.8 cents (2003: HK5.8 cents)
5.8 1l) per ordinary share 10,298 18,111
21,180 18,111
12. BREF 12. EARNINGS PER SHARE

HE_ZTME=-A=1+—RHLtEEZEK
ERBANDIRERFEEERES HEFLD
81,063,000/ 7T (ZZZ =4 : 60,412,000
BT REREBTRG ZNEFHEHLY
329,088,000 B (=T T = &
347,859,000 A% ) 5H & o

HE _ZTME=FA=1+—RHILtEEZEK
BEERMNDBERREGLES &L
81,063,000/ 7 (ZZZ =4 : 60,412,000
BIT) REBETRMD ZEBERINEFHED
344,131,000 B R (Z T T = &
348,324,000F @AR) 5t E - WERABEEH
SEIER 2 MARTTE R R EE R EREED
HE .

The calculation of basic earnings per share for the year ended 31st
March 2004 is based on the consolidated profit attributable to
shareholders of approximately HK$81,063,000 (2003: HK$60,412,000)
and the weighted average number of approximately 329,088,000
ordinary shares (2003: 347,859,000 ordinary shares) in issue during
the year.

The calculation of diluted earnings per share for the year ended 31st
March 2004 is based on the consolidated profit attributable to
shareholders of approximately HK$81,063,000 (2003: HK$60,412,000)
and the diluted weighted average number of approximately
344,131,000 ordinary shares (2003: 348,324,000 ordinary shares) in
issue after adjusting for the potential dilutive effect in respect of
outstanding warrants and share options.
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13. EEEE 13. FIXED ASSETS
SEh A Movements were:
&E
Consolidated
“EEMF
2004
HENEEE -
BRRRE
Leasehold
improvements,
THREF furniture RE KEIR
Land and and - Motor Construction- X
buildings equipment Machinery vehicles  in-progress Total
FER FER FéET FéET FER FER
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
KA Cost
E3) Beginning of year 73,773 47,907 53,511 6,481 6,152 187,824
AE Additions 124 11,123 7,200 796 1,525 20,768

WM BARIMES Attributable to
acquisition of

subsidiaries 21,133 140 9,089 262 - 30,624

= Disposals (813) (11,094) (1,471) (499) - (13,877)

B Transfer 7,677 - - - (7,677) -

FR End of year 101,894 48,076 68,329 7,040 - 225,339
2EE Accumulated depreciation

F1 Beginning of year 13,213 26,585 19,366 2,871 - 62,035

REEHE Charge for the year 2,949 8,047 4,659 1,136 - 16,791

& Disposals (50) (11,051) (1,471) (281) - (12,853)

EH8 End of year 16,112 23,581 22,554 3,726 - 65,973
EEEE Net book value

FR End of year 85,782 24,495 45,775 3,314 - 159,366

F1 Beginning of year 60,560 21,322 34,145 3,610 6,152 125,789
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13. FIXED ASSETS (Cont’d)
Details of the geographical locations and tenure of land and buildings
were:
=E
Consolidated
—EENF —TT=4
2004 2003
FETT FE T
HK$’000 HK$’000
Hong Kong
— leases of between
10 to 50 years 15,477 15,845
— leases of over 50 years 28,153 29,162
Mainland China
— land use right of between
10 to 50 years 42,152 18,669
85,782 60,560

14.

At 31st March 2004, land and buildings with net book value of
approximately HK$8,523,000 (2003: Nil) were pledged as collateral
for certain of the VSC Group’s short-term bank loans (see Note 37).

INVESTMENT PROPERTIES
Movements were:

=E
Consolidated
= ik —TT=

2004 2003
FETT FET
HK$’000 HK$’000
Beginning of year 31,000 32,500
Purchase of investment properties 7,430 =
Disposal of an investment property (4,800) -
Surplus/(Deficit) on revaluation 2,818 (1,500)
End of year 36,448 31,000

Details of the geographical locations and tenure of investment
properties were:

Hong Kong

wE

Consolidated
—EENEF —EE=F
2004 2003
F#ET FET
HK$°000 HK$’000

— leases of between 10 to
50 years 18,500 15,500
— leases of over 50 years 11,900 10,700
Mainland China

— land use right over 50 years 6,048 4,800
36,448 31,000
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14.

INVESTMENT PROPERTIES (Cont’d)

Investment properties of approximately HK$30,400,000 were stated
at open market value as at 31st March 2004 as determined by Jointgoal
Surveyors Limited, independent qualified valuers, while the remaining
balance of approximately HK$6,048,000 was stated at the amount of
disposal in April 2004.

The VSC Group leases out certain investment properties under
operating leases, for an initial period of one to two years, with an
option to renew on renegotiated terms. None of the leases includes
contingent rentals. During the year ended 31st March 2004, the gross
rental income from investment properties amounted to approximately
HK$1,433,000 (2003: HK$2,143,000). As at 31st March 2004, the
VSC Group’s future rental income under non-cancellable operating
leases was as follows:

®E
Consolidated
—EENF —ET=F
2004 2003
FET F#E T
HK$’000 HK$’000
Not later than one year 834 1,347
Later than one year and not later
than five years 1,208 48
2,042 1,395
15. INVESTMENT IN SUBSIDIARIES
b NN
Company
=k —ET=F
2004 2003
FET F#E T
HK$’000 HK$’000
Unlisted shares, at cost 71,746 71,746
Due from subsidiaries 428,666 280,400
500,412 352,146

Approximately HK$428,666,000 (2003: HK$280,400,000) of the
amounts due from subsidiaries are unsecured and non-interest bearing.
The amounts due from a subsidiary of HK$12,000,000 (2003:
HK$72,000,000), classified under current assets, is unsecured, non-
interest bearing and has no pre-determined repayment terms.
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15.

RHMBRAZRE (

R-ZEZMF=A=+—HIENBARZ

FES

1]

Name

REBIREAEH R AR A i)
Dongguan Van Shung

Chong Steel Products

Co., Ltd. (i)

MERERE S (L8)
IR ) i)

Leisure Plus
International Trading
(Shanghai) Co., Ltd. i)

Pulsar Enterprises Ltd.

ERERERDA
Senior Rich
Development Limited

LBBIRERRE AR AR i)
Shanghai Bao Shun

Chang International

Trading Co., Ltd. (ii)

Shun Bao International
Enterprise Limited

EMNRZEEBRA i)
SMC Industries Ltd. i

KEBIEE ¢ BHmERA ()
Tianjin Van Shung

Chong Metal Products

Co., Ltd (i)

ERAIREE L
Place of
incorporation

and operations

HE A
Mainland China

HE R
Mainland China

RERLBE/EE
British Virgin Islands/
Hong Kong

&b
Hong Kong

R A
Mainland China

ERAAEE/BE
British Virgin Islands/
Hong Kong

R A
Mainland China

HE R
Mainland China

BRARBERA
/ERER

Issued and fully paid
share capital/
registered capital

23,000,000% 7T
HK$23,000,000

200,000% ¢
US$200,000

e
Uss$2

38078 L L Bk
10,0007 7T
ERFRELR()

HK$380 ordinary
HK$10,000
non-voting
deferred (i)

600,000 7.
US$600,000

2%
Us$2

34,875,798/ T
HK$34,875,798

11,700,000% 7T
HK$11,700,000

INVESTMENT IN SUBSIDIARIES (Cont’d)
Details of the principal subsidiaries as at 31st March 2004 were:

BEEEEEELL
BAEEE S ()
Percentage of
equity interest
attributable to the
VSC Group (i)

100%

100%

100%

100%

66.7%

100%

70%

100%
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TEER
Principal
activities

RHERMT

Processing of
rolled flat steel
products

EEZA
Trading of sanitary
ware

BENZ
Property holding

BENE
Property holding

BERFHEAM

Trading and
stockholding
of steel

BENZ
Property holding

RAERMT

Processing of
rolled flat steel
products

RHERMT

Processing of
rolled flat steel
products
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15.

RHMBRAZRE (

1]

Name

RALR(BR)BRA
Tomahawk Capital
Limited

Van Shung Chong
(B.V.I.) Limited

ERETTARAA

Van Shung Chong Hong

Limited

B ERBRAR
Vantage Godown
Company Limited

BERENRE ORI
BB (i)

VJY Telecommunication
Equipment (Shenzhen)

Company Limited (i)

VSC (Beijing) Investment Ltd.

EIEEREMAERAA

VSC Building Products
Company Limited

BEEZBERARA
VSC Plastics Company
Limited

ERAIREE L
Place of
incorporation

and operations

&
Hong Kong

RBRRES
British Virgin Islands

0
Hong Kong

&b
Hong Kong

HE A
Mainland China

KBRUEE
British Virgin Islands

Bt
Hong Kong

0
Hong Kong

BRARBERA
/ERER

Issued and fully paid
share capital/
registered capital

10,0007 70
HK$10,000

6XTT
Usse

2,000 L& BR
10,000,000/ 7.
ERSFETR()

HK$2,000 ordinary
HK$10,000,000
non-voting
deferred (i

200,000/ 7
HK$200,000

15,000,000% 7T
HK$15,000,000

e
Uss$2
2T
HK$2

28T
HK$2

INVESTMENT IN SUBSIDIARIES (Cont’d)

BEEEEEELL
BAEEE S ()
Percentage of
equity interest
attributable to the
VSC Group (i)

100%

100%

100%

100%

100%

100%

100%

100%

TEER
Principal
activities

HBER

Finance business

RAER

Investment holding

BN ERRA
EBRH

Trading of steel and
provision of

management
services

RELERE

Provision of
warehousing
services

HEZRRBEIR

Manufacture of
enclosure
systems

RAER

Investment holding

EERZARBBAR
ZREE

Trading of sanitary
ware and kitchen
cabinets and
kitchen cabinet
installation

ERER
eakd

Trading of plastics
and injection
moulding
machines
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15.

RHRBRAZRE (

ERAIREE L
Place of
8 incorporation
Name and operations
BEEXEAERAR o
(FIBER-BEHERAA) Hong Kong
VSC Shinsho Company

Limited (formerly
known as Shell &
Shinsho Company

Limited)

EIRERBERAT &b

VSC Steel Company Hong Kong
Limited

EEEREHRERAR &b

VSC Steel Products Hong Kong

Company Limited

TERERES (HE)BERAA HE R
VSC Steel (Shanghai) Co., Ltd. (iii) Mainland China
it

(if)

Van Shung Chong (B.V.l) Limited 2 %1% &
EIEEE#EIFHE - HMMEAF 2 ’kH Al
BREERFE -

HNEERZEEERNMBSIEESEE
B ERERBETERMIBIRERE  IE
ERERABESEZRERBIEEIEETER
NAEREBRFEACDES KSR T AR
2,000,000,0007 7t 2 X %E =k & JIE & 4 & A
RABRERERBERARZEBEBERFES
A B % %k 100,000,000,000,0007 7T Z 3K
N -
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INVESTMENT IN SUBSIDIARIES (Cont’d)

BREEXBERZ
BRTRAZRAE BRAERE 2 (i)
/EMER Percentage of
Issued and fully paid equity interest TEER
share capital/ attributable to the Principal
registered capital VSC Group (i) activities
9,646,200% 7T 70% BEMIRNER
US$9,646,200 Trading of processed
rolled flat steel
products
38,0007 7T & B Mk 100% BERFHEAM
20,000,000/ 1T Trading and
ERZEETR ) stockholding
HK$38,000 ordinary of steel
HK$20,000,000
non-voting
deferred (i)
28T 100% BEMIRNER
HK$2 Trading of
processed
rolled flat steel
products
200,000% 7 100% BERFHEAM
S$200,000 Trading and
stockholding
of steel

Notes:

(if)

The shares of Van Shung Chong (B.V.I.) Limited are held directly by VSC.
The shares of other subsidiaries are held indirectly.

These non-voting deferred shares are owned by the VSC Group. The
non-voting deferred shares have no voting rights, are not entitled to any
distributions upon winding up unless a sum of HK$2,000,000,000 per
share has been distributed to the holders of ordinary shares for Van
Shung Chong Hong Limited or a sum of HK$100,000,000,000,000 has
been distributed to the holders of ordinary shares for VSC Steel Company
Limited and Senior Rich Development Limited.



Page 112

Notes to the Accounts

Ak B B &

RHBRABRZRE (4

i ()

@iy REBIBEEMHBRERARD—HRH
BAMAKI 2PN ERE  EEHR12
FOE_TRLEF - FHREERES (L
BERARREEHBERES (L) AR
RADAPBEAMKTZIERE L&
HR20F - 2T _=F |t - L'BEIEE
BB ZER QAT — MR B A&z
ZREBEAZEDLE  KEHR20F E_F
—EELE - BNREEXBRAF T —MH
RABAMKZ 2 HIMEERE &8
RE0F - E_FN=F |t - REEFIRES
B mARART— RN EAMKTZ
SNEDE  REHRE0F  E_FTA_F
Ik BRRBMARME CRINERRATI—
MRABEAMKILZINEDRE  KERE
16 E-F—XFI -

EREIHETEREBIRE EE 2 FEK
HRBIREEEEEFEZARNEEZWE
NE - BIEEZEENEIRESE  ERE
RERHEEMMBRRZFBEHERBBR
T e

REBEZE-_ZEENE=F=+—HItFEZE
MEMEA - SHBRARMETMNEHITEER
B o

185.

INVESTMENT IN SUBSIDIARIES (Cont’d)
Notes: (Cont’d)

(i)

Dongguan Van Shung Chong Steel Products Co., Ltd. is a contractual
joint venture established in Mainland China with an operating period of
12 years to 2007. Leisure Plus International Trading (Shanghai) Co., Ltd.
and VSC Steel (Shanghai) Co., Ltd. are wholly foreign owned enterprises
established in Mainland China with an operating period of 20 years to
20283. Shanghai Bao Shun Chang International Trading Co., Ltd. is an
equity joint venture established in Mainland China with an operating
period of 20 years to 2014. SMC Industries Ltd. is a co-operative joint
venture established in Mainland China with an operating period of 50
years to 20483. Tianjin Van Shung Chong Metal Products Co., Ltd. is a
wholly foreign owned enterprise established in Mainland China with an
operating period of 50 years to 2052. VJY Telecommunication Equipment
(Shenzhen) Company Limited is a wholly foreign owned enterprise
established in Mainland China with an operating period of 15 years to
2016.

The above summary lists the principal subsidiaries which principally

affected the results or formed a substantial portion of the net assets

of the VSC Group. To give details of other subsidiaries would, in the
opinion of VSC’s Directors and the VSC Group’s management, result
in particulars of excessive length.

None of the subsidiaries had any loan capital in issue at any time
during the year ended 31st March 2004.
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16. REE

8T — B 2 A 82 B 5K
o MR AR B

& T — R E QR 2 BRI EERRTEF
g o
R-TTME= A=+ AREAAZHE
y=
=R R
Place of
= incorporation
Name and operations
REcB @B O A A3

WEARAT ()

Dongguan Luen

Tung Harbour &
Dock Co., Ltd. (i)

Mainland China

B gE: & BR A REREXES
Steel Supreme B A
Limited British Virgin
Islands/
Mainland China
it
0) RS

EOBHEARAR T —HRFPE
NI 2 EHNEELE  AEHE-Z
—HRF I - BHEI20FF -

A 1=

16. INVESTMENT IN ASSOCIATES

Advance to an associate
Less: Provision for doubtful
receivables
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me

Consolidated
—EENEF —EE=F
2004 2003
F#ET FAET
HK$’000 HK$’000
12,534 12,534
(12,532) (12,532)
2 2

The advance to an associate is unsecured and non-interest bearing.

Details of the associates as at 31st March 2004 were:

E#ITR
BRBA
Issued and
fully paid
share capital

20,418,128% 7T
HK$20,418,128

100% 7T
US$100

Note:

BMERERE
BEATL
Percentage of
equity interest
held indirectly

30%

30%

FTEEK

Principal activity

e TS 88 RS
Provision of pier
services

e TS 88 RS
Provision of pier
services

(i) Dongguan Luen Tung Harbour & Dock Co., Ltd. is a contractual joint
venture established in Mainland China with an operating period of 20

years to 2015.
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17.

RERE

NEBELTROZKE

BRAE
AFBER

FLmRE
BARAE
REtRERERE

R-ZZEME=ZF=+—80 REBLHR
MZERERRDMEEBRAFLN18.9%
TTET=F 0 19.2%) R X AR IR B
REFMKIREBROREBHAERSHE
RARIBIER ET) - ZBREUER =T
ENFE=A=+—BHZHAmEREERE
RO -

17. LONG-TERM INVESTMENTS

ma
Consolidated
—EENEF —EE=F
2004 2003
FETT FET
HK$°000 HK$’000
Investment in shares listed
in Hong Kong
At cost 42,438 42,438
Change in fair value (20,705) (27,206)
21,733 15,232
Unlisted investments
At cost 38,376 30,576
Accumulated impairment loss (97) (97)
38,279 30,479
60,012 45,711

As at 31st March 2004, the investment in shares listed in Hong Kong
represents approximately 18.9% (2003: 19.2%) equity interests in
iSteelAsia Holdings Limited, a company incorporated in Bermuda and
whose shares are listed on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited. This investment was stated in the
balance sheet at its quoted market value as at 31st March 2004.
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19. 78
ﬁ»{

O5 [

\

1 TRZBHERERTMT-

FE#E
B RERBHEFERE

= BRERZAE 2L - TFH - KE
R BMER  RRREHNR - BRE F

18. GOODWILL

Movements were:

Cost
Beginning of year
Acquisition of subsidiaries
(see Note 32(b))
Adjustment to purchase
consideration for a business
acquired in prior year

End of year

Accumulated amortisation

Beginning of year
Amortisation for the year

End of year

Net book value

End of year

Beginning of year

19. INVENTORIES
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me

Consolidated
—EENF —TT=F
2004 2003
F#ET FET
HK$’000 HK$’000
67,454 67,454
3,979 —
2,046 —
73,479 67,454
62,830 60,980
2,359 1,850
65,189 62,830
8,290 4,624
4,624 6,474

Inventories consisted of steel rebars, H-piles, sheet piles, rolled flat

steel products, enclosure systems, sanitary ware, kitchen cabinets,

engineering plastic resins and machinery spare parts for trading

purposes.

Gross inventories
Less: Provision for obsolete and

slow-moving inventories

me
Consolidated
—EEME —TT=

2004 2003
F#ET FAET
HK$’000 HK$’000
701,071 385,466
(5,130) (3,989)

695,941 381,477
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19. T?“ (4
*zimi A=+—8 " #15,399,000
%mc_ggzirwA%om%ﬁﬁZﬁﬁ
AT 838 FE VIR -

R-ZZZTNF=A=1+—0 —HEKBAF
#4 14,950,000 ot (Z T T = F :
14,950,000 7T) < FEIEEIEE & E & H
RITERZBHRARRE THEEREBETK
BRITERZHEMmMEE (RHE37) -

20. Bl ENEFREANIRE

RUEEPRRAENIREY

BRI E BERR 2 0 A
AT TR BB
i Bk MR B RIE

ENEPRZRANTIZEHR

BRI E R
A TE R R A
B B R R 2 E KR

I

19. INVENTORIES (Cont’d)
As at 31st March 2004, inventories of approximately HK$15,399,000
(2003: HK$58,486,000) were stated at net realisable value.

As at 31st March 2004, inventories of a subsidiary amounting to
approximately HK$14,950,000 (2003: HK$14,950,000) were pledged
as collaterals for certain of the VSC Group’s short-term bank loans
and certain inventories were held under trust receipts bank loan
arrangements (see Note 37).

20. DUE FROM/TO CUSTOMERS ON INSTALLATION CONTRACT
WORK

Due from customers on installation contract work consisted of:

=E
Consolidated
—EENF —ET=F
2004 2003
FETT FE T
HK$°000 HK$’000
Costs plus recognised profits less
foreseeable losses 144,701 98,010
Less: Progress billings received
and receivable (133,251) (78,976)
11,450 19,034
Due to customers on installation contract work consisted of:
ma
Consolidated
—BENF —TET=4
2004 2003
FETT FET
HK$°000 HK$’000
Costs plus recognised profits less
foreseeable losses 15,328 21,5639
Less: Progress billings received
and receivable (15,485) (26,129)
(157) (4,590)
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21.

22.

EWERREE
BlIEE S EEBARZUREFNETT
FEEH—RN FI0EWVATE -

UERARRBEZRESTWAT

0Z60H

B61ZE120H
1212 180H
181%E365H
iBiB365H

R RIERREAE

R-ZTME=F=+—0  s8FEEEKE
AR EER#5,355,0008 T (ZEE =4 :
5,265,000 70) AREEHN IR ZRE S

ZEFBBERERE DATEBAZIERES
g mE o

FE W & K

XA
R ESRRIEEE
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21. ACCOUNTS AND BILLS RECEIVABLE
A major portion of the VSC Group’s turnover are transacted on an
open account basis, with credit periods generally ranging from 30 to
90 days.

Ageing analysis of accounts and bills receivable was as follows:

=E
Consolidated
—EEMEF —ET=F
2004 2003
F#ET FET
HK$°000 HK$’000
0 to 60 days 489,809 416,753
61 to 120 days 120,418 151,048
121 to 180 days 41,907 42,336
181 to 365 days 135,342 43,175
Over 365 days 61,656 16,289
849,132 669,601
Less: Provision for bad and
doubtful receivables (12,775) (14,576)
836,357 655,025

Included in accounts and bills receivable as at 31st March 2004 were
retentions from installation contract work of approximately
HK$5,355,000 (2003: HK$5,265,000), which were not receivable until
satisfaction of the conditions specified in the underlying contracts.

22. LOANS RECEIVABLE

me
Consolidated
—EENF —TT=
2004 2003
F#ET FET
HK$’000 HK$’000
Cost 6,891 32,939
Less: Provision for doubtful

loans receivable - (26,048)

6,891 6,891
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23.

24.

IE% REBITER

RZZEEWMF=A=+—H " EAEIBES
B R17 {5 B M M2 RITF 48,374,000
BT (ZEZT =4 : 7,957,000/ 70) (RH=F
37)

RZZEMFE=A=+—H " BIEE ;%@z
e RIBITHERLS1,799,0008 T (=ZF
=4 : 32,423,000 ) BRE AR EZ
HEETHERBEMSE/RLBRcEE HE
EHPBREARBITERE °

EHEE

BITER
— EEBERITER
- %JE@%ETTE/T/\
— REBRTER
& HE M (R A iF26)

WT% Alz—fz
LEBRR
— Eft

SIESEERTHE ZFBEHIINME
37 -

HMEREERRTFFE (ZEE=F ¢
BT E B B5.0%E5.5%) °

NS

23. CASH AND BANK DEPOSITS
As at 31st March 2004, bank deposits of approximately HK$8,374,000
(2003: HK$7,957,000) were pledged as collateral for the VSC Group’s
banking facilities (see Note 37).
As at 31st March 2004, cash and bank deposits of approximately
HK$31,799,000 (2003: HK$32,423,000) were denominated in Chinese
Renminbi, which is not a freely convertible currency in the international
market and its exchange rate is determined by the People’s Bank of
China.
24. SHORT-TERM BORROWINGS
RE
Consolidated
—EEME —ET=F
2004 2003
FET F#E T
HK$’000 HK$'000
Bank loans
— Trust receipts bank loans 661,159 490,879
— Short-term bank loans 65,205 59,063
— Long-term bank loan,
current portion (see Note 26) 27,778 2,925
754,142 552,867
Other loans
— A minority shareholder of
a subsidiary 11,700 37,800
— Others 32,768 =
798,610 590,667

Details of the VSC Group’s banking facilities are set out in Note 37.

Other loans are unsecured and non-interest bearing (2003: bore interest
at 5.0% to 5.5% per annum).
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25.

26.

A4 B R AR
BNERARREZERONMAT

0Z60H
61ZE120H
121Z180H
181%E365H
iBiB365H

RZZTZNF=A=+—H  BEEEMKE
R EEAN#30,902,0008 T (ZF2ZT =
FE)AEGEFIMNELEZEN—HKEB
RAZ—MNPHERRZ S - ZEEER
B REFZEEGRREE  BREEMNRT
HAEB o

RARTER

BB R
—1F R
— F2F
— E3FEFLF

B R ARBAEBERNTIFENR
BB EE (A 724)

I%J”E %.fﬁ/"}%ﬂén$‘ E,%Wj‘ M u$37°
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25. ACCOUNTS AND BILLS PAYABLE
Ageing analysis of accounts and bills payable was as follows:

wa

Consolidated
—EENEF —EE=F
2004 2003
FHET FET
HK$’000 HK$’000
0 to 60 days 312,090 196,722
61 to 120 days 22,712 6,042
121 to 180 days 11,342 2,235
181 to 365 days 2,986 1,982
Over 365 days 1,499 5,039
350,629 212,020

Included in accounts and bills payable as at 31st March 2004 was an
amount due to a minority shareholder of a subsidiary of approximately
HK$30,902,000 (2003: Nil) arising from trading activities, which is
unsecured, repayable according to normal credit terms and bore
interest at commercial lending rates.

26. LONG-TERM BANK LOAN

=E
Consolidated
—Z2ENE —ET=fF
2004 2003
F#ET FET
HK$’000 HK$’000
Amounts repayable
— within one year 27,778 2,925
— in the second year 55,556 11,700
— in the third to fifth year 41,666 8,775
125,000 23,400
Less: Amount due within one year
included under current
liabilities (see Note 24) (27,778) (2,925)
97,222 20,475

Details of the VSC Group’s banking facilities are set out in Note 37.
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27. EERHIE

BEEBBEDNBAEEREIERE17.5%

27. DEFERRED TAXATION

Deferred taxation are calculated in full on temporary differences under

(ZZTZT=F : 16%) 2 BEEZN B EREE the liability method using a principal taxation rate of 17.5% (2003:

2 BUBHE

BEERBEELEE/ (BB 2ZHWT :

RZEE-_FR
—ETE=FMW™A—H
REBEZERFAZELRE

R-ZZTZENF=A=+—H

RZZEEMF=A=+—H " BlEE&£HEA
R IR IEE E#5,133,000% 7T (=
CEBRERF
MEEBE(BEZXBENBHEBERE) 2HB

TE = : 8,416,000 7T)

16%).

The movement on the deferred tax assets/(liabilities) is as follows:

®e
Consolidated

BB A ELEHRE BT

EE 81 HIEFHE

Deferred tax Deferred tax Net deferred

assets liabilities taxation

FET FET FET

HK$’000 HK$’000 HK$’000
At 1st April 2002

and 2003 — (250) (250)
Deferred taxation

credited to profit
and loss account 447 146 593
At 31st March 2004 447 (104) 343

2 ZeBrAERBAEEREE - indefinitely.

EEBEARE, (A 28

KB Rz e iEA) T

RZEE_FR
—ZZ-FNH—A
REBEERFA/ (NK)

R-ZEMF=A=+—H

As at 31st March 2004, the VSC Group had an unprovided deferred
tax assets of approximately HK$5,133,000 (2003: HK$8,416,000),
primarily representing the tax effect of cumulative tax losses (subject
to agreement by relevant tax authorities) which can be carried forward

(R —E8 The movement in deferred tax assets/(liabilities) prior to offsetting of
balances within the same entity and same taxation jurisdiction is as
follows:

&E
Consolidated
78 23t mE BE
B BEEE E REFE
Provision for Cumulative Accelerated Net deferred
inventories tax losses depreciation taxation
AT FET FET AT
HK$'000 HK$'000 HK$'000 HK$'000
At 1st April 2002
and 2003 - - (250) (250)
Credited/(Charged)
to profit and
loss account 318 870 (595) 593
At 31st March 2004 318 870 (845) 343
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28. K&

AE (BRREE
0108 L Z
EgEL9)

BEITRER
(B ®E0.10

Bz EBR)

F )

BT
A& 19 (i)

1T{E R REE
i 247 B 15
(& Kt aE29)

171 B8 AR 4
&7 IR 5
(A2 K17£30)

(=1 & A 17 (ii)

FR

28.

Authorised (Ordinary
shares of
HK$0.10 each)

Issued and fully paid
(Ordinary shares
of HK$0.10 each):

Beginning of year
Issue of shares
through
placement (i)
Issue of shares
upon exercise
of warrants
(see Note 29)
Issue of shares upon
exercise of
share options
(see Note 30)
Repurchase of
shares (i)

End of year

SHARE CAPITAL
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—EENEF —EE=F
2004 2003

RHEHE HE iR & B HE
Number of Nominal Number of Nominal
shares value shares value
TR FET TR FET
’000 HK$’000 ‘000 HK$’000
1,000,000 100,000 1,000,000 100,000
312,257 31,226 354,979 35,498
33,000 3,300 — —
8,443 844 = _
15,100 1,510 10,500 1,050
(1,016) (102) (63,222) (5,322)
367,784 36,778 312,257 31,226
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28. WA (&)
it
0] R_BET=4F
fig & % 1733,0
Egalia

28. SHARE CAPITAL (Cont’d)

Notes:

+—A  LEBR18ETER 0]
00,0008 B E{E0. 10/ T 2

(ii) NBE-_ZTZTNE-_A=+—RALLFE (ii)
=)

A -

5 B2 A (E49968,000/8 T (=&

In November 2003, 33,000,000 ordinary shares of HK$0.10 each were
issued at HK$1.80 each through a placement.

During the year ended 31st March 2004, VSC repurchased 1,016,000
shares (2003: 53,222,263 shares) for an aggregate consideration of

T =4 : 53,117,000 7T) (BIERX HHKA)
[ #% 1,016,000 & H (Z T T = & :
53,222,263 i8 1) ° LERND IR EE T
i - BIERG 2 RNRE B RE R E
ZEABERRE ZERBE_ZTTNF
A=+ BALEEARBZFBET :

approximately HK$968,000 (2003: HK$53,117,000), including transaction
costs. These shares were subsequently cancelled. The aggregate cost
for the repurchase of shares was transferred from retained profit to capital
redemption reserve. Details of such repurchases during the year ended
31st March 2004 were as follows:

B8 A &

Month of repurchase

—EE=FMA
April 2003

29. RRERE
HHR

BITAM

Date of issue

e 3
T—A+Z=AH
12th November 2001

BRER
B R A EE Price per share B E®%
Number of shares BS BIK Amount
repurchased Highest Lowest paid
F A BT BT FET
‘000 HK$ HK$ HK$'000
1,016 0.95 0.93 968
29. WARRANTS
Movements were:
RBREEHE
Number of warrants
BRITEE
Subscription 3]

THEE price per Beginning T5(i) FR
Exercise period share of year Exercised (i) End of year
BT F15 F17 T
HK$ ‘000 '000 '000

2245+ -AthBEZE

—ZEEE+—-ATN\R

19th November 2001 to

18th November 2004 1.18 35,497 (8,443) 27,054
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29.

30.

REE-_ZENFEF=A=+—HBItFER
#78,443,0000 RIREE (ZZTZT=4F : 120
MABREZB)EETEUREEIEE LD
8,443,000 kD (Z T =4 : 120K
7)) » KRB 449,962,000 T (- EE =
F 14287 °

B R A

RIBEEIES 2 BB & ([ BB g
g BREEARTEIEEEE ZEME
B REA BRIKX (BREFNHTE
ERFATES) URBEEIRE ZBNH - M
TEEBIEFDETEIRS KN EE230%
(FTEBRE P EITRMDERIN) © TEERH
BESEFEEERZIBRATIFES
ERE  ()BIEERMNVIBHR THRES
BEBBARZMBR AT M ZEHE
(NEIEE RO REIR KR T BEOE A B8
LA ZBEEEMEXSMER AR
ZFHWTE - KRB ES RGO EESRK
0.10/8 7T ° #TIE R 812 SR ARE — 17
ERkEd - MArEEBREFERTZ
BRENREAGIMITE -
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WARRANTS (Cont’d)

During the year ended 31st March 2004, approximately 8,443,000
warrants (2003: 120 warrants) were exercised to subscribe for
approximately 8,443,000 shares (2003: 120 shares) of VSC at a
consideration of approximately HK$9,962,000 (2003: HK$142).

SHARE OPTIONS

VSC has a share option scheme (the “New Share Option Scheme”),
under which it may grant options to any person being an employee,
agent, consultant or representative (including executive directors and
non-executive directors) of the VSC Group to subscribe for shares in
VSC, subject to a maximum of 30% of the nominal value of the issued
share capital of VSC from time to time, excluding for this purpose
shares issued on the exercise of options. The exercise price will be
determined by VSC'’s board of directors and shall be the highest of (i)
the closing price of VSC’s shares quoted on The Stock Exchange of
Hong Kong Limited on the date of grant of the options, (ii) the average
closing prices of VSC’s shares quoted on The Stock Exchange of
Hong Kong Limited on the five trading days immediately preceding
the date of grant of the options, and (iii) the nominal value of VSC’s
shares of HK$0.10 each. This New Share Option Scheme was adopted
to replace an old share option scheme, with all options granted under
the old share option scheme continue to be exercisable in accordance
with the old terms.
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30. MMM (&) 30. SHARE OPTIONS (Cont’d)
BREZBAOT : Movements of share options were:
BROEE
Subscription £1 1) F8
BFAE fTEH price Beginning £ % Exercised %% End of
Date of grant Exercise period per share of year Granted (i) Lapsed year
BT Tt Fto Tty Tt T
HK$ '000 "000 '000 '000 '000
ERRESE
Old Share Option Scheme
“MBEE+ZA++A —-AntE-A+HBE
17th December 1994 —ZZNE-AThA
15th January 1997 to
15th January 2004 1.1344 6,500 - (6,500) - -
—MAAE-RATNA “MtE-ATEAZE
18th January 1996 ZZZNE-A+hA
15th January 1997 to
15th January 2004 1.2528 4,000 —  (2,000) (2,000) -
—AAAEZATNE “MN\ERB-HZ
18th March 1996 —ZENE-A-+=A
1st May 1998 to
22nd January 2004 1.3840 3,300 - (3,300) - -
“T2TE-A1H “TZ-F-f-HE
10th January 2000 “TENE-A=+ZH
1st February 2002 to
22nd January 2004 1.6880 900 - (400) (500) -
HERESE
New Share Option Scheme
“TIZFAATAA “TTEFAATAAE
19th September 2003 ZZ-ZFNATN\R
19th September 2005 to
18th September 2013 1.4180 - 2,300 - - 2,300
“ET=£HAZH “ET-ERACHE
2nd May 2003 “F-=f1A-H
2nd May 2008 to
1st May 2013 0.9800 - 10,150  (2,900) - 7,250
“EZ=FHAtA “ZZRERALAR
7th May 2003 “E-=FRANA
7th May 2005 to
6th May 2013 0.9700 - 7,595 - (1,150) 6,445

14700 20,045 (15100) (3,650) 15,995

it Note:

(i) HiTEZEREmMBTRO 2 AT EER (i) The fair value of the shares issued upon exercise of these share options
FHA1.408 T E1.98B T ° ranges from HK$1.40 to HK$1.98 each.
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31. f##E

As at 1st April 2002

REER AT Proft aftributable

o shareholders
REARAKEE 28R Prenium arising

fipERE (K0 from issue

of shares upon

exercise of

share options

(see Note 30)
BERR (2H2) Repurchase of

shares

(see Note 26)
FEREDTEEED Change in far vaue

of long-term

nvestments
HE-BRERE Release upon disposa

of along-term

investment
BRkE Dividends paid
BaRERE Proposed final ciidend
EiRE Translaion adjustments
WZEF-£-A=1-A As at 31st March 2003

31. RESERVES
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#e
Consolidated
Bitie
Eing
§4EA REEH Cumulative
B e g% fife foreign
BHEE  Capital B BE  Investment  EBEE  cmency REEH  EERE
Share  redemption  Statutory Capital  revaluation Other translation ~ Retained  Proposed ag
Premium reserve  reserves (i reserve reserve reserves  adjustments profit dividends Total
it it Tt Tt Tt T T T Tt T
HKS000  HKS000  HKS000  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00
281,295 28118 = 58,305 (1,012) 301 (2686) 125,661 2840 467,812
- - - - - - - 60,412 - 60412
3,085 - - - - - - - - 3,085
[47,7%) 8117 - - - - - (B3,17) - [47,7%)
- - - - (12,089) - - - - (12,089)
= = = = 563 = = = = 563
- - - - - - - - (2840) (2840)
- - - - - - - (18,111) 18,111 -
- - - - - - Rl - - Rl
236,585 76,235 - 58,305 (125%) 301 (2656) 114845 18,111 489,178
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& (&)

RZ55-EMA-A

As at 1st April 2008

REER AT Proft attributable
fo shareholders
EREREEA Transfer from
retained profit
REARRAES AR Premium arising from
issue of shares upon
) — placement
(see Note 28)
— iR AREE (H1H2) — exercise of
warants
(see Note 29)
— i ERE (%) — exercise of
share options
(see Note 30)
REZRAZAE Share Issue expenses
for placement
BERA (2H20) Repurchase of shares
(see Note 28)
RERELTEREEY Change in fair value of
long-term investments
Bihe Proposed dividends
Bfife Dividends paid
Efag Translation adjusiments
RZZEME=A=1-H As at 315t March 2004

31 RESERVES (Cont’d)
#e
Consolidated
Bitie
Eing
§4EA REEH Cumulative
i i &% iR forelgn
BHEE  Capital B BE  Investment  EBEE  cmency REEH  EERE
Share  redemption  Statutory Capital  revaluation Other translation ~ Retained  Proposed ag
Premium reserve  reserves (i reserve reserve reserves  adjustments profit dividends Total
it it Tt Tt Tt T T T Tt T
HKS000  HKS000  HKS000  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00
236,580 76,23 = 58,365 (12,59 301 (2,656) 11484 18111 489,178
- - - - - - - 81,063 - 81,063
- - 5,231 - - - - (5,231) - -
56,100 - - - - - - - - 56,100
9,118 = = = = = = = = 9,118
16,454 - - - - - - - - 16,454
(4679) - - - - - - - - (4679)
(866) 968 = = = = = (968) = (866 )
- - - - 6,501 - - - - 6,501
- - - - - - - (21180) 21,180 -
- - - - - - - - (28993)  (28993)
= = = = = = (%) = = (%)
312,712 77,203 5,231 58,350 (6,097) 301 (2752) 168529 10298 623,780
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31.

& (&)

RZEE_FNA-H

FE&T
REARDAEEL ZEE
ERERE
(R Hf3#30)

BERH

(G Hfi#28)
BftRE
BERBKS

R-2PZFZAZ+-H

R-EE=EMA-R
ERRA
RETRAMES
LAEE

— BE& (2hiE8)

— TERRES
(R H13#29)

— f1fE ke
(R H3#30)

Rz RHEfTSH
BER R (Fhi2e)

E#RS
EfRS

R=BEME=A=t-8

As at 1st April 2002

Profit for the year
Premium arising from
issug of shares upon
exercise of
share options
(see Note 30)
Repurchase of shares
(see Note 28)
Dividends paid
Proposed final dividend

As at 31st March 2003
As at 1st April 2003

Profit for the year
Premium arising from
issue of shares upon
— placement
(see Note 28)
— exercise of
warrants
(see Note 29)
— exercise of
share options
(see Note 30)
Share issue expenses
for placement
Repurchase of shares
(see Note 28)
Proposed dividends
Dividends paid

As at 31st March 2004
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31. RESERVES (Cont’d)
N
Company
EXKE
it

RHEE Capital BARER() REERN BERS
Share redemption Contributed Retained Proposed ag
premium reserve surplus (i) profit dividends Total
TET TET TAT TAT TAT TAT
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
281,295 23,118 53,986 7,102 2,840 368,341
- - - 71,912 - 71,912
3,085 - - - - 3,085
(47,795) 58,117 - (63,117) - (47,79)
_ - = - (2,840) (2,840)
- - - (18,111) 18,111 -
236,585 76,235 53,986 7,786 18,111 392,708
236,585 76,235 53,986 7,786 18,111 392,708
- - - 35,892 - 35,892
56,100 = = = = 56,100
9,118 - - - - 9,118
16,454 - - - - 16,454
(4,679) - - - - (4,679)
(866) 968 = (968) = (866)
- - - (21,180) 21,180 =
= = = = (28,993) (28,993)
312,712 77,203 53,986 21,530 10,298 475,729
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31. fRE#H)
RE R BT -

BIES
ft B8 & &)

e
e

(ii)

NG|

EERBHEPEAAME THEAR 20
XERFEHESR —REBEEARIL -
RIRPBEAMERTH - R B AMAK
RAgE 2 B A RAREBRB &8 (KI5
HREFEER FRUBNDECEERMA
BEER —REHES  LEDHETAE
EEET -  —RERESTAERHER
RIEMERA - MAEERFEHEESARE
BN o

BREBRE-NAN—FR7E SAEH
ADKTFRE  HEHBIREES KK
BEENBARBIELDIKE - )BIRET
BESRAE M H ST 1R S TN BE ST BI B3R IR
HMEEEZAZREESEAMN PN E
BEREEBETRARBRNDEERENS
s - BIBIRE T A M EIR -
XA FE DK °

31. RESE

RVES (Cont’d)

Retained profit consisted of:

VSC
Subsidiaries
Associates

Notes:

(if)

wa

Consolidated
—EEME —TE=F
2004 2003
FHET FAETT
HK$’000 HK$’000
21,530 7,786
148,475 108,535
(1,476) (1,476)
168,529 114,845

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

Under the Companies Act 1981 of Bermuda, contributed surplus is
distributable to shareholders subject to the condition that VSC cannot
declare or pay a dividend, or make a distribution out of contributed
surplus if (i) it is, or would after the payment be, unable to pay its
liabilities as they become due, or (ii) the realisable value of its assets
would thereby be less than the aggregate of its liabilities and its issued
share capital and share premium account.
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32.

REBRERERWE
(@ BUEIMENREEELZESRLEF
BMURMAT

B B3¢ Al g A
MEUA
ME X
—HAERHREZ

B S A
—H& &R A ZE R
BEZEEZINE
HEBTEEEEBE, (Ka)
HE—BREYE
2 F W
HE—EKH
REEE
[k ¥
REMEZER
(B#) /B At

BEESEHA 2

4 B85 7

BREFZEAH
TR (EGm)

BNFIR - RE R EAM
FENBR FOR 4 (& h0)
Ui B R R R 4B 38 N

FE U & FOR A

FE AT BR X R R AR IE AN

T8 U R IR AN

EEtAEREMmEN
I M, Ot )
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32. NOTES TO CONSOLIDATED CASH FLOW STATEMENT
(a) Reconciliation of profit before taxation to net cash outflow
absorbed by operations was as follows:

—EENF —EE=F
2004 2003
F#ET F#E T
HK$°000 HK$’000
Profit before taxation 96,455 65,905
Interest income (6,310) (4,887)
Interest expense 13,337 11,144
Dividend income from a long-term
investment (374) (188)
Return from a joint venture (4,344) (6,615)
Depreciation of fixed assets 16,791 20,132
Net loss/(gain) on disposal of fixed assets 5 (51)
Net gain on disposal of an
investment property (2,476) —
Loss on disposal of a long-term
investment - 284
Amortisation of goodwill 2,359 1,850
(Surplus)/Deficit on revaluation
of investment properties (2,818) 1,500
Operating profit before working
capital changes 112,625 89,074
Increase in inventories (280,650) (164,778)
Decrease/(Increase) in due from
customers on installation
contract work 7,584 (17,143)
Decrease/(Increase) in prepayments
deposits and other receivables 7,077 (42,949)
Increase in accounts
and bills receivable (152,999) (186,362)
Decrease in loans receivable - 3,952
Increase in accounts and bills payable 101,793 59,5647
Increase in receipts in advance 3,919 23,707
Increase/(Decrease) in accrued
liabilities and other payables 15,657 (6,042)
(Decrease)/Increase in due
to customers on installation
contract work (4,433) 4,590

Net cash outflow absorbed
by operations (189,427) (236,404)
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GARSTERWE (&)

HrEKBHBAR ZRE AL FED

RBE-ZTZNF=A=+—HILF
E - BIEESBEKESTHBARZ
0 BB 4 530,507,000/8 7T °
WEAKMBARIZ FEAEFHTS

A
BMFIE  BE
Ko Ho A
& Ug B 3R
JFE Us R 3R
BEHEMRITHER
R MEMBRITER
EHEE
e R 3 &TTF
U
JEE%E%&E@
J& A RO
DB R s

FTEE 2 B & E
Bk

Wig 2 (B

T
Wig 2 118
ﬁ.
RZZEZTWF=A=+—H
Z R 1EE
P 2 3R & R H A
RITIF R

BEm b FR

32. NOTES TO CONSOLIDATED CASH FLOW STATEMENT (Cont’d)
(o)  During the year ended 31st March 2004, the VSC Group acquired
several subsidiaries for a consideration of approximately
HK$30,507,000. Details of the net assets of the subsidiaries as

at the date of acquisition were:

Fixed assets
Inventories
Prepayments, deposits
and other
receivables
Accounts receivable
Pledged bank deposits
Cash and other bank deposits
Short-term borrowings
Accounts and bills payable
Receipts in advance
Accrued liabilities and
other payables
Minority interest

Net assets acquired
Goodwill

Consideration for the acquisition

T
HK$'000

30,624
33,814

1,638
30,379
4,424
22,287
(44,468)
(36,816)
(467)

(1,329)
(13,558)

26,5628
3,979

30,5607

Analysis of net cash outflow in respect of acquisition of the subsidiaries

was as follows:

Consideration for the acquisition

Less:
Consideration payable as
at 31st March 2004

Cash and other bank deposits acquired

Net cash outflow

THET
HK$000

30,507

(1,233)
(22,287)

6,987
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32. ZBERERBRWE (&)
RENFMBEHRBRRANEE TS 2RER
A#)733,260,0008 7 * BEEFEBH Z2HER
Hi#%136,0008 TR BAEB ZRER
#9 54,000/ 7T -

) BMEEIHNOWAE:

R-ZEE-£M-A As at 1st April 2002

Bk Issue of shares
Bk — share options (see Note 30)
(BHits0)
EERH Repurchase of shares
ERRERTER Net increase in trust
ZAEM receipts bank loans
HEEH New loans
EREH Repayment of loans
WBARZ & Share of profit by minority
RRMIE R shareholders of subsidiaries
Bfi-HHBARZ Dividends paid to a minority
—208RRRE shareholder of a subsidiary
—AKEARZ Capital contribution by
PEBRRZ minority shareholders
BREA of a subsidiary
WE-EHBAR Acquisition of additional
LEMER interests in a subsidary
HE-HHBAR Disposal of a subsidiary
RZE5=%=4 As at 31st March 2003

=t-f

32.
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NOTES TO CONSOLIDATED CASH FLOW STATEMENT (Cont’d)
The subsidiaries acquired during the year contributed approximately

HK$3,260,000 cash inflow from operating activities, approximately

HK$136,000 cash outflow from investing activities and approximately

HK$4,000 cash inflow from financing activities.

(¢)  Analysis of changes in financing:

RAR
RtyEE At
Share FRhE BHER 2 |
capital BAER Other RE#R
and share Trust receipts BITER short-term Minority
premium bank loans Bank loans loans interests
T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
316,793 225,182 37,800 - 4573
4135 - - - -
(53117) = = = =
- 265,697 - - -
- - 47,025 37,800 -
= = (2,362) = =
- - - - 3,329
= = = = (258)
- - - - 3,583
= = = = (1,890)
_ - - - (2,835)
267,811 490,879 82,463 37,800 6,502
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32.

FRERERBERMEE (&)
BMEZHONR - (B)

()

R-ZE=FMA-A

As at 1st April 2003

ki Issue of shares
—HE (2 1#28) — placement (see Note 28)
—RRESR — warrants (see Note 29)
(R Hit29)

—ERaE (2 HF3E30) — share options (see Note 30)
BkAz Share issue expenses
EERH Repurchase of shares
ERUERTER Net increase in trust

LENEFE receipts bank loans
HEEH New loans
EREH Repayment of loans
WEARZDE Share of profit by minority

ey shareholders of subsidiaries
B -AHEAA Dividends paid to a

LR minority shareholder

RRRE of a subsidiary
WERBLAR Acquisition of subsidiaries

R-ZERE
EHET=H

As at 31st March 2004

ReRkReEEBRBZHM

R-FEME=A=+-0 BER

ReEEBERRRAEREMRITE
7K 49109,465,0008 T (ZEZT =4
61,674,000 7T) °

32. NOTES TO CONSOLIDATED CASH FLOW STATEMENT (Cont’d)
(¢)  Analysis of changes in financing: (Cont’d)

RAR
RtyEE At
Share FRhE BHER 2 |
capital BAER Other RE#R
and share Trust receipts BITER short-term Minority
premium bank loans Bank loans loans interests
T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
267,811 490,879 82,463 37,800 6,502
59,400 - - - -
9,962 - - - -
17,964 - - - -
(4,679) = = = =
(968) = = = =
- 170,280 = = =
- - 156,175 - -
= = (48,433) (37,800) =
- - - - 4,331
- - - - (225)
- - - 44,468 13,568
349,490 661,159 190,205 44,468 24,166

(d)  Analysis of cash and cash equivalents:

Cash and cash equivalents represent cash and other bank
deposits of approximately HK$109,465,000 as at 31st March
2004 (2003: HK$61,674,000).
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33.

PEER 33.
BB E EEE T E SN F BAHAEE WR (E
EB—()PEAENBNTIERERNETEE
mAIIR M ER RESBREIREREET
EEMOIWMIRERBEMERESBHE - R()E
EMBPEEEATFHEEM BT E
me RAREEEREERZE -
(@ FESE
BIEESEB XBREBIBZON
LU
EZ — W Turnover — sales to
BEFHE external customers
DEEE Segment results
HaA Other revenue
Has Other income
RAABEE Unallocated corporate
X expenses
e s Operating profit
H%ER Finance costs
18 Taxation
BREEAER Profit after taxation but
FFOBRR before minority interests
12 25 A 34 A
BE Assets
BfE Liabilities
EAXYH Capital expenditure
o7& T 8 Depreciation and

amortisation

SEGMENT INFORMATION
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The VSC Group operates predominantly in Hong Kong and Mainland

China and in two business segments — (i) China Advanced Materials

Processing including manufacturing of industrial products such as rolled

flat steel products and enclosure systems, and trading of industrial

products such as engineering plastic resins and injection moulding

machines, and (i) Construction Materials Group including trading and

stockholding of construction materials such as steel products, sanitary

ware and kitchen cabinets and the installation work of kitchen cabinets.

(@) Primary segment

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

as follows:
—E2EME
L
R T
China BEMH
Advanced  Construction Hit %%

Materials Materials Other M
Processing Group operations Total
FET FET FET FET
HK$°000 HK$°000 HK$°000 HK$°000
674,241 2,873,024 1,845 3,549,110
69,934 67,698 (644) 136,988
516 456 10,056 11,028
- - 5,204 5,294
(43,518)
109,792
(13,337)
(11,061)
85,394
615,719 1,271,260 134,295 2,021,274
181,620 1,025,569 129,361 1,336,550
44,869 6,201 15,552 66,622
10,494 7,681 975 19,150
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33. 2 EEN &) 33. SEGMENT INFORMATION (Cont’d)
(@ EEHE (&) (a) Primary segment (Cont’d)
—EE=F
2003
o B AL
M T
China FREM B
Advanced  Construction H fih 275
Materials Materials Other Bwm
Processing Group operations Total
FAETT FAETT FAETT FAETT
HK$’000 HK$’000 HK$’000 HK$’000
BET — ¥ Turnover — sales to
HEEHE external customers 472,351 2,279,602 3,816 2,755,769
DEEE Segment results 59,251 65,644 329 125,224
H e A Other revenue 384 90 11,216 11,690
Hih S Other expense = = (1,500) (1,500)
RO B Unallocated corporate
X expenses (58,365)
PNl Operating profit 77,049
MKER Finance costs (11,144)
A Taxation (2,164)
BRE&E Profit after taxation but
Rt L& before minority interests
R
Al 4 1 63,741
BE Assets 426,479 890,340 101,885 1,418,704
BE& Liabilities 60,067 826,273 5,458 891,798
BARX Capital expenditure 18,288 5,053 24,978 48,319
E R E Depreciation and
amortisation 6,359 14,655 968 21,982
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33. 2EEH (&)
b) RESE

33.

BIRERE 2 XERWR DB ZOM

mF -

BEE — B
BEHE

DEERE
H A A
H 25
Aol
F X
i
BE

AEAXM

R — HI
EFHE

DEEE

2 oA

HfpX i

APROE
ZES

45 5O T

aE

AEARXH

Turnover — sales to
external customers

Segment results

Other revenue

Other income

Unallocated corporate
expenses

Operating profit

Assets

Capital expenditure

Turnover — sales to
external customers

Segment results

Other revenue

Other expense

Unallocated corporate
expenses

Operating profit

Assets

Capital expenditure

SEGMENT INFORMATION (Cont’d)

(b) Secondary segment
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Analysis of the VSC Group’s results by geographical segment

was as follows:

—EENMEF
2004

A it
BB Mainland wmE
Hong Kong China Total
FET FET FET
HK$’000 HK$°000 HK$°000
1,171,303 2,377,807 3,549,110
43,641 93,347 136,988
5,724 5,304 11,028
— 5,294 5,294
(43,518)
109,792
982,069 1,039,205 2,021,274
10,609 56,013 66,622

ZET=F

2003
B A 3

& Mainland P
Hong Kong China Total
F#E T F#E T F#E T
HK$'000 HK$'000 HK$°000
1,278,915 1,476,854 2,755,769
52,270 72,954 125,224
4,610 7,080 11,690
(1,500) — (1,500)
(568,365)
77,049
564,458 854,246 1,418,704
4,553 43,766 48,319
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34. EiE
(a) BEEBELHKIE
RERAMECE T AL ER
B 2 A ERESTMAT ¢

RB1F
B1F R R BEF

(b) EBEHMNEERESHNEE
R-ZZEENMFEF=A=+—H "  BIEE
EBEHBERTEZRIIINEEREHN
#9/4357,536,0008 7L (ZE T =4 :
) B 1 4 45,509,000 7T & 4
620,000B T 2 #EfE - BEIR A EIES
SERESEHEM 2 EABELY
aill)

34. COMMITMENTS

(a)

Commitments under operating lease

Total commitments payable under various non-cancellable
operating lease agreements in respect of rented premises was
analysed as follows:

®E

Consolidated
—EEMEF —ET=F
2004 2003
F#ET FET
HK$°000 HK$’000
Not later than one year 6,059 5,980

Later than one year and
not later than five years 3,651 6,024
9,710 12,004
(b) Commitments under forward foreign currency contracts

As at 31st March 2004, the VSC Group had outstanding forward
foreign currency contracts to purchase approximately
US$45,509,000 and approximately Euro620,000 for
approximately HK$357,536,000 (2003: Nil), for the purpose of
hedging against the VSC Group’s commitments arising from its
trading activities.
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35.

36.

HAREE 35.

REREBBRBZHABES

M—IBMEZ Guarantee in lieu
Hetkem of rental deposit
R ZER of a premise

BAERSE Performance bonds

m—HEREZ Guarantee relating
N —I8 to a bank loan
RITE R M granted to an
R 2 ER investee company

2IEERHE Guarantees provided by
Bt 8 X & & VSC in respect of
RITRE M banking facilities of
R 2 ER its subsidiaries
(R H1:£37) (see Note 37)

BIEEZEELEIREEE 2 EEERMT
HE ERRTTREMER CRE B EER) ™
ELXEAREE -

ERE&5E 36.

BIEESELHEEERELE —THHEY
REABB 2 REIMEAERTE ([REDET
i‘JJ) ZaT 8l R — AR E MG B - RiRo&

TitEl BIEESERHEEEREEBARK
E,\ﬁﬁ@ﬂ(mﬁﬁgﬁ%wiu SED) 2 —R&
B5%MENK °

BEABEAMER  BIEEEBARER

R B A2 8 A TZEEQ.%ﬁEﬂL
KB - REEHFEREEELATF S
8% BIEESEBRZEHFEH14%E20%
TR REFHEKIN BAZNEMNERR
RERBRIKEREF - %Z%l%ﬁﬂm&%ﬁéu
BABERNERKEEIN2IRKE -

REBEZE_ZTTNF=A=+—RHLFE ' B
IEE & @MY iR RS B 2 HRBEN B
2,585,000 T (Z T =4 : 2,489,000/
TT) °
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CONTINGENT LIABILITIES
Contingent liabilities not provided for in the accounts were:

RE PN

Consolidated Company
—EEME —TT=F —BEWNE _—TT=F
2004 20083 2004 2003
FHET T FET T
HK$’000 HK$'000 HK$°000 HK$’000
- 2,744 - =
16,283 13,630 - —
2,340 2,340 - —
— — 1,569,529 1,454,131
18,623 18,714 1,569,529 1,454,131

The VSC’s Directors and the VSC Group’s management anticipate
that no material liabilities will arise from the above banks and other
guarantees which arose in the ordinary course of business.

PENSION SCHEMES

The VSC Group has arranged for its Hong Kong employees to join the
Mandatory Provident Fund Scheme (the “MPF Scheme”), a defined
contribution scheme managed by an independent trustee. Under the
MPF Scheme, each of the VSC Group and its employees make monthly
contributions to the scheme generally at 5% of the employees’ earnings
as defined under the Mandatory Provident Fund legislation.

As stipulated by rules and regulations in Mainland China, the VSC
Group contributes to state-sponsored retirement plans for employees
of its subsidiaries established in Mainland China. The employees
contribute up to 8% of their basic salaries, while the VSC Group
contributes approximately 14% to 20% of such salaries and has no
further obligations for the actual payment of pensions or post-retirement
benefits beyond these contributions. The state-sponsored retirement
plans are responsible for the entire pension obligations payable to
retired employees.

During the year ended 31st March 2004, the aggregate amount of the
VSC Group’s contributions to the aforementioned pension schemes
was approximately HK$2,535,000 (2003: HK$2,489,000).
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Notes to the Accounts

Ak B B &

37.

38.

ﬂi’ﬁﬂﬁﬁﬁéﬁﬁ

RZZTZTWMF=A=+—H " BIEEKEH
B4 £491,837,879,0008 T (ZTE=F :
1,533,416,000/8 7T) 2 RITRLE - BIEE
Y BRERESBE - WEREEENTT
7RI

() BEEL£EZEEBERTERY
8,374,000 t (Z T T = F :
7,957,0005% 7T) (EW%I%) ;

(i) —HEBEESEMBARZTFELN
14,950,000 & (Z T T = F
14%0%W®ﬂ&%ﬁ EBIRERE
ABBRITERLZHBEZEE (R
MisE19)

iy BEES£EEEBLIHEEFTYH
8,523,000 T (ZEE=4F : &) (R
MEE13) + &

vy BBIREREZER(RKHTESS) -

R B #HtE
RER_ZETEWNFA—HEEZEZSHE -

37.

38.

BANKING FACILITIES AND PLEDGE OF ASSETS

As at 31st March 2004, the VSC Group had aggregate banking facilities
of approximately HK$1,837,879,000 (2003: HK$1,533,416,000) for
overdrafts, loans, and trade financing. These facilities were secured
by:

(i) pledge of the VSC Group’s bank deposits of approximately
HK$8,374,000 (2003: HK$7,957,000) (see Note 23);

(ii) pledge of inventories of a subsidiary of the VSC Group amounting
to approximately HK$14,950,000 (2003: HK$14,950,000) and
the VSC Group’s inventories held under trust receipts bank loan
arrangements (see Note 19);

(i) pledge of land and buildings of the VSC Group of approximately
HK$8,523,000 (2003: Nil) (see Note 13); and

(iv)  guarantees provided by VSC (see Note 35).

APPROVAL OF ACCOUNTS
The accounts were approved by the board of directors on 1st June
2004.



