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UNAUDITED INTERIM RESULTS

The Board of Directors (the “Board”) of Van Shung Chong Holdings Limited
("VSC” or the "Company”) hereby announces the unaudited condensed
consolidated interim financial information of VSC and its subsidiaries (the
“VSC Group”) as at and for the six months ended 30th September 2007,
together with comparative figures, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
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For the six months ended 30th September 2007

BE_TE+LFAA=FHINEA

For the six months ended
30th September
BEhRA=+HLEAEAR

2007 2006
—EELHF ZETREF
Note HK$’'000 HK$'000
Mg 3E FET FHET
(Unaudited) (Unaudited)
(KR EBEZ) (REEEZ)
Revenue I'@N 4 2,788,767 2,342,272
Cost of sales 5 R 5 (2,621,412) (2,151,292)
Gross profit ER 167,355 190,980
Other gains — net HElas — F58 6,910 1,195
Selling and distribution expenses HE MY HEIH 5 (22,008) (18,284)
General and administrative expenses — M ETHE X H 5 (103,141) (96,788)
Operating profit gERR 49,116 77,103
Finance income B 7 A 6 4,940 1,065
Finance costs &R 6 (19,225) (18,082)
Share of loss of associates EREEE N R EE (2,551) —
Profit before income tax B B Al %= 7 32,280 60,086
Income tax expense T8 ®i s 7 (6,058) (14,821)
Profit for the period HA 5% R 26,222 45,265
Attributable to: FEAL -
Equity holders of the Company KNANTIIEEREE A 21,342 41,694
Minority interest DB AR R AE S 4,880 3,571
26,222 45,265
Dividends BE 8 4,155 8,109
Earnings per share for profit EATHAREREA
attributable to equity holders of EAEMNGFEZ
the Company during the period SREF
— Basic — BER 9 HK5.7 centsi& il HK11.3 cents/ &1l
— Diluted — 9 HK5.6 centsi&fll  HK11.3 centsi il

The notes form an integral part of the condensed consolidated interim financial

information.
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CONDENSED CONSOLIDATED BALANCE SHEET

As at 30th September 2007

HRGEEEREBR
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As at As at
30th September 31st March
2007 2007
R-TB2LHF RZEETLF
hBA=+H —A=+—H
Note HK$'000 HK$'000
B 5 FER FABT
(Unaudited) (Audited)
(REEZR) (2 #;%)
Non-current assets FRBEE
Property, plant and equipment ME - WENMERE 10 129,249 126,315
Investment properties "EYE 10 50,800 50,000
Leasehold land and land use rights 8 & + 3t [ 1 3 {F A #E 10 26,593 26,527
Goodwill FEEES 10, 11 31,202 31,202
Interest in associates REENT 2R 36,129 5,832
Deferred income tax assets EIEAMEREE 26,353 23,329
Available-for-sale financial assets AHEEZHBEE 7,166 12,992
Derivative financial instruments TTE£RTA 52,545 57.270
Total non-current assets ERDEELT 360,037 333,467
Current assets REBEE
Inventories =g 633,097 587,872
Due from customers on installation EWEF 7 L&
contract work EHITIR 3,080 3,935
Trade and bill receivables JE W AR R R R R 12 794,910 769,352
Prepayments, deposits and other FEMNRIE - EHe Rk
receivables H b FE U BR X 315,316 217,428
Derivative financial instruments TTE£RTA 1,001 1,704
Amount due from an associate JE W — FET B 5 1 A 14,438 510
Pledged bank deposits EEFIRITER 70,511 29,850
Cash and cash equivalents RehRE+% 265,843 304,574
Total current assets ENE AR 2,098,196 1,915,225
Current liabilities REEE
Trade and bill payables FENEZEEE 13 265,386 301,031
Receipts in advance A W IR 94,272 106,185
Accrued liabilities and other payables fE:t & & & H b FE 1 IR &K 41,783 40,587
Current income tax liabilities TEFERAaE 15,874 16,579
Borrowings ETE 14 871,655 683,687
Total current liabilities mEaEesE 1,288,970 1,148,069




As at As at

30th September 31st March
2007 2007
R-BELE N-TTLHF
AB=+B =ZA=+—H

Note HK$'000 HK$'000
B 5T FE T FHET
(Unaudited) (Audited)
(REBEX) (B #E®Z)
Netcurrentassets = RBEAEF®E 809,226 767,156
Total assets less current liabilites ®EERABAME 1169263 1,100,623
Non-current liabilities FERBEE
Derivative financial instruments PTESRMIA 60,244 63,619
Deferred income tax liabilities BRIEAMEFHRAE 3,308 2,301
Borrowings gTE 14 71,289 27,300
Total non-current liabilities EREABEETE 134,841 93,220
Net assets EERE 1,034,422 1,007,403
Equity s
Capital and reserves attributable Z&2QFREFEF A
to equity holders of the FE 4§ iR 2
Company & #E
Share capital R& 2 15 37,775 36,861
Reserves B 768,023 745,734
805,798 782,595
Minority interest DEREERS 228,624 224,808
Total equity ERBE 1,034,422 1,007,403

The notes form an integral part of the condensed consolidated interim financial  Ff{sF A& H4EZE P A K E R AR 205 -
information.




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30th September 2007

HRGEEREEH R
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For the six months ended
30th September
BEZEhhA=1+HILAEA

2007 2006
—EBE2LHF ZEERX
HK$'000 HK$’000
FER FAT
(Unaudited) (Unaudited)
(REER) (REeEZ)
Balance as at 1st April REB—RAz&Es 1,007,403 760,259
Profit for the period A5 A 26,222 45,265
Issuance of shares BITHRR 8,873 —
Change in fair value of available-for-sale Tt HEZHKEEEZ
financial assets NTFEEZS — (1,107)
Disposals of available-for-sale HEMHEE 2
financial assets MBEE (1,616) —
Share option scheme — value of services FE A% #E =+ 2| — RSB A 652 —
Dividends paid to equity holders ENAQDRIREZREEA
of the Company Z IR B (9,798) (4,055)
Dividends paid to a minority shareholder 2 — R i B A & 2
of a subsidiary — UL HREREZRE (319) —
Disposal of a subsidiary HE—RHHEBAF (745) (391)
Currency translation differences BERERES 3,750 5,783
Balance as at 30th September RAB=+BH2&& 1,034,422 805,754

The notes form an integral part of the condensed consolidated interim financial

information.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT BHRGEES RS RE
For the six months ended 30th September 2007 BE—FE+LFENA="1THIENEA

For the six months ended
30th September
BEZEhhA=1+HILAEA

2007 2006
—BRLF —TEX
HK$'000 HK$'000
FHBxT FET
(Unaudited) (Unaudited)

(REER) (R & & 12)

Net cash (used in)/generated from KEEE (R EEZ

operating activities ReFE (203,840) 38,774
Net cash used in investing activities KETEFMBZIRES F5 (65,604) (31,137)
Net cash generated from/(used in) BMEERHEL FTA)Z

financing activities IH 4 E R 230,713 (86,273)
Net decrease in cash and HekALEEZ

cash equivalents B RE (38,731) (78,636)
Cash and cash equivalents as at 1st April R A—BZIRE MBS SE 304,574 198,556
Cash and cash equivalents RAA=+HAZHE2

as at 30th September FEESEE 265,843 119,920

The notes form an integral part of the condensed consolidated interim financial [ 5= &R BALR & 1 BRBA 75 & KA SR 1D o
information.




GENERAL INFORMATION

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

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

The condensed consolidated interim financial information are
presented in Hong Kong dollars, unless otherwise stated. It has been
approved for issue by the Board on 14th December 2007.

BASIS OF PREPARATION AND ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial information
for the six months ended 30th September 2007 has been prepared
in accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA").

The unaudited condensed consolidated interim financial information
should be read in conjunction with the annual consolidated financial
statements for the year ended 31st March 2007.

The accounting policies are consistent with those as described in
the annual consolidated financial statements for the year ended
31st March 2007, except that the VSC Group has changed certain
of its accounting policies following its adoption of the new/revised
Hong Kong Financial Report Standards (“HKFRS”) and Hong Kong
Accounting Standards (“HKAS") which are effective for accounting
periods beginning on or after 1st April 2007 and relevant to its
operations. The changes to the VSC Group’s accounting policies and
the effect of adopting the new policies are set out in Note 3 below.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION
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IMPACT OF ADOPTING NEW/REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND HONG KONG
ACCOUNTING STANDARDS

On 1st April 2007, the VSC Group adopted the following HK(IFRIC)-
Interpretation, HKFRS and amendment to HKAS and the impacts on
the VSC Group's accounting policies are set out below:

HK(IFRIC)-Interpretation 10 Interim Financial Reporting and

Impairment
HKFRS 7 Financial Instruments: Disclosures
HKAS 1 (Amendment) Presentation of Financial Statements:

Capital Disclosures

HK(IFRIC)-Interpretation 10 prohibits the impairment loss recognised
in an interim period on goodwill, investments in equity instruments
and investments in financial assets carried at cost to be reversed
at a subsequent balance sheet date. The adoption of HK(IFRIC)-
Interpretation 10 does not have any impact on the unaudited
condensed consolidated interim financial information and the annual
consolidated financial statements.

HKFRS 7 and HKAS 1 (Amendment) introduce new disclosures
relating to financial instruments and capital in the VSC Group’s
annual consolidated financial statements. The adoption does not
have any impact on the unaudited condensed consolidated interim
financial information and full disclosures as required by HKFRS 7
and HKAS 1 (Amendment) will be made in the annual consolidated
financial statements for the year ending 31st March 2008.
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IMPACT OF ADOPTING NEW/REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND HONG KONG
ACCOUNTING STANDARDS (CONTINUED)

The following HK(IFRIC)-Interpretations, HKFRS and HKAS have been
issued by HKICPA but are not yet effective for the accounting periods
beginning on 1st January 2007 and thus they have not been adopted
by the VSC Group on 1st April 2007:

HK(IFRIC)-Interpretation 12 Service Concession Arrangements
HK(IFRIC)-Interpretation 13 Customer Loyalty Programmes
HK(IFRIC)-Interpretation 14 HKAS 19 — The Limit on a Defined

Benefit Asset, Minimum Funding

Requirements and their Interaction
Operating Segments
Borrowing Costs

HKFRS 8
HKAS 23 (revised)

SEGMENT INFORMATION

Primary reporting format — business segments

The VSC Group operates predominantly in Hong Kong and Mainland
China and in two business segments:

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

(i) Construction Materials Group (“CMG")

During the year, the VSC Group has changed its business strategy.
As such, relevant revenue, results and assets of the indent rolled flat
steel distribution business reported under CMG have been combined
with the service centres division under CAMP. The management
are of the opinion that this change in the reportable segment
information provides a more appropriate presentation of the VSC
Group’s business operations. Certain comparative figures have been
restated to conform with the revised presentation.
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SEGMENT INFORMATION (CONTINUED) 4 SERE)
Primary reporting format — business segments (Continued) FEBRRERX —EK 2 (&)
Analysis of the VSC Group’s results by business segment for the six BEEEBREHEZ_ZEZEL+FNA
months ended 30th September 2007 is as follows: STHRLERNERZEERERS
oM
Other
CAMP CMG Operations Eliminations Total
TELE
MRmIT BEMB Hitn¥% 85 e
HK$'000 HK$’000 HK$'000 HK$'000 HK$’'000
THET FHET FHET FTHET FHET
External revenue HIMNEA 1,207,174 1,568,808 12,785 — 2,788,767
Inter-segment revenue 2 EB R A — 108,807 — (108,807) —
1,207,174 1,677,615 12,785 (108,807) 2,788,767
Segment results DEL L 34,641 34,162 12,490 81,293
Other gains/(losses) Hpth Wz
— net (BE) — %8 (194) (1,252) 8,356 6,910
Unallocated corporate KD b %
expenses *H (39,087)
Operating profit LSRR 49,116
Finance income B 7& U A 4,940
Finance costs T EER (19,225)
Share of loss of R E/NE]
associates E5 18 (2,551)
Income tax expense FTisfi X2 i (6,058)
Profit for the period H 0 26,222
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SEGMENT INFORMATION (CONTINUED) 4 HTBEE (E)
Primary reporting format — business segments (Continued) FERFERX — XK 2B (&)
Analysis of the VSC Group's results by business segment for the six BIEEEERAHE_ZEZETNFNLA
months ended 30th September 2006 is as follows: = t+HERNBEAZESERELE D
#yAran R
Other
CAMP CMG  Operations  Eliminations Total
PR
MR T BEME Hibh %7 H i k)
(Restated) (Restated)
(&) (EE5)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET FHET
External revenue ESRIN PN 1,073,824 1,266,519 1,929 — 2,342,272
Inter-segment revenue 2 BB A — 52,128 — (52,128) —
1,073,824 1,318,647 1,929 (52,128) 2,342,272
Segment results D EbEAE 49,639 58,983 (2,460) 106,162
Other gains /(losses) Hfth e 2%
— net (BB — ##8 2,575 (867) (513) 1,195
Unallocated corporate KD E (b %
expenses X H (30,254)
Operating profit 5 A 77,103
Finance income B 75 U A 1,065
Finance costs B 15 & A (18,082)
Income tax expense e (14,821)
Profit for the period H A A 45,265



SEGMENT INFORMATION (CONTINUED) 4 ZDEEFRE)
Primary reporting format — business segments (Continued) FERFEN —EK 5 (&)
The segment assets and liabilities as at 30th September 2007 and RZZEZLFAA=Z+THZHE
capital expenditure, depreciation and amortization, impairment of EEFRBEEREEZE-_ZEZLFAN
trade receivables and write-down/(write-back) of inventories for the A=THIEANBAZEARLZH I
six months ended 30th September 2007 are as follows: EREE BUEFRERTEM
B (BEEDIT -
Other
CAMP CMG Operations Unallocated Total
HE K
MEMIT BEMBN H¥ER XD E wE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THER THET THET THER
Assets BE 1,207,177 1,106,073 77,800 67,183 2,458,233
Liabilities B8E 261,598 209,436 2,528 950,249 1,423,811
Capital expenditure BARLTH 9,541 1,235 — — 10,776
Depreciation and mEREH
amortization 8,296 2,178 — 220 10,694
Impairment of trade JE IR BR ORI E
receivables 636 1,467 — — 2,103
Write-down/(write-back) 17 & #35,
of inventories (=) 4,476 (1,276) — — 3,200

11
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SEGMENT INFORMATION (CONTINUED)

Primary reporting format — business segments (Continued)
The segment assets and liabilities as at 31st March 2007 and capital
expenditure, depreciation and amortization, impairment of trade
receivables and write-down of inventories for the six months ended
30th September 2006 are as follows:

2 EE R (F)
TERRERX — EB D (&)
RZZET+LF=ZA=+—A2Z%H
MEERBBERBE-_TEAF
NAZ+HIERERZERZH -
FrEREE BERFAERTSE
WoR R

Other
CAMP CMG  Operations  Unallocated Total
HRE S
MEMI  BREME  HEMER rxoke ke
(Restated) (Restated)
(E5) (gE5)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
Assets BE 1,253,140 898,058 50,066 47,428 2,248,692
Liabilities afE 248,365 270,013 2,576 720,335 1,241,289
Capital expenditure BAREH 15,605 1,989 2,194 — 19,788
Depreciation and rEe e
amortization 6,540 3,133 839 — 10,512
Impairment of trade JE I BR FORE
receivables 1,064 4,564 — — 5,628
Write-down of T & #MoR
inventories 2,329 4,675 — — 7,004

Unallocated cost represents corporate expenses. Inter-segment
transfers or transactions are entered into under the normal
commercial terms and conditions that would also be available to
unrelated third parties.

Segment assets consist primarily of property, plant and equipment,
leasehold land and land use rights, goodwill, inventories, due from
customers on installation contract work, trade and bill receivables,
prepayments, deposits and other receivables and cash. They exclude
items such as investment properties, available-for-sale financial
assets, interest in associates, amount due from an associate and
certain derivative financial instruments.
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SEGMENT INFORMATION (CONTINUED)

Primary reporting format — business segments (Continued)
Segment liabilities comprise operating liabilities and exclude
corporate borrowings and certain derivative financial instruments.

Capital expenditure comprises additions to property, plant and
equipment, investment properties, and leasehold land and land
use rights, including additions resulting from acquisitions through
business combinations, if any.

Other operations mainly comprise the provision of rental services
in Hong Kong and other investments which do not constitute
separately reportable segments.

Secondary reporting format — geographical segments
Analysis of the VSC Group’s revenue, total assets and capital
expenditure by geographical segment are as follows:

7 & & F (&)
FEHBRLRX — KB (R
DHRAEERREEREMAETE
REXEERETITEERIA -

BEASHBREAIEZME BENM
iR WEMEREE LR
ERE TEREEBEREHEE
ZHEIRAB (WE)

HEBIEZRRBRETBIERMHTZ
HBIRSG R EAMIRE - W E LR
BEBRIBYZERD -

RERFRR — HED DB
BEIEEEE 2 WA - BEERER
FHIRWE D BH T -

Revenue Total assets Capital expenditures
9N &E BAXH
For the six months ended As at As at For the six months ended
30th September 30th September 31st March 30th September

2007 2006 2007 2007 2007 2006

BENAZtBLREA R-ZBELF HRITTLHF HEANA=tBLAEA
“ERtHE ZZBRE AA=+tR  =ZA=+-H “ERtHE ZETRF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET AT TET TET
Hong Kong % 624,871 541,486 814,645 615,028 989 1,107
Mainland China B A i 2,163,896 1,800,786 1,643,588 1,633,664 9,787 18,681
2,788,767 2,342,272 2,458,233 2,248,692 10,776 19,788

Revenue are allocated based on the places in which customers are
located. Assets and capital expenditures are allocated based on
where the assets are located.
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5  EXPENSES BY NATURE 5 BMEBEEIoXH

Expenses included in cost of sales, selling and distribution expenses BEEHEHERN HEESHEITHE
and general and administrative expenses are analysed as follows: BH-—RERTBEXEAZZHZS
RN

For the six months ended
30th September
BEhhA=1+HILAMEA

2007 2006
—EEBLHF —EEREF
HK$’'000 HK$'000
FTER FABT
Raw materials consumed and R KRR &
finished goods sold R E 2,581,447 2,118,650
Amortisation of leasehold land and MELH R
land use rights + b {55 A AE 2 5 273 231
Depreciation of property, plant and ME - WEN
equipment REE 10,421 10,281
Loss on disposals of property, plant and HEWE BEX
equipment R BB 12 49
Employment costs & 8 Bk K 65,296 55,335
Operating lease rental in respect of EEEROBES
— land and buildings — T BT 5,407 5,045
— plant and machinery and motor vehicles — &= & # 88 & /T8 1,647 1,619
Impairment of trade receivables & U5 BR ZURVE 2,103 5,628
Write-down of inventories T &E MRk 3,200 7,004
Others Hih 76,755 62,522

Total cost of sales, selling and distribution HERKAK - HE R
expenses and general and administrative DY HE—K R
expenses T HH A58 2,746,561 2,266,364




6 FINANCE INCOME AND COSTS 6 HBBRUAREAR

For the six months ended
30th September
BEAA=1+RHLAEA

2007 2006
—EEBLHF —ETRF
HK$’000 HK$'000
THET FET
Finance income B A
Interest income on short-term RERITERZ
bank deposits 2 WA 4,940 1,065
Finance costs M ER
Interest expenses on: FMEXZH:
Borrowings wholly repayable within five B A F K
years FHEECZEE (19,225) (17,741)
Other loans wholly repayable within BEROEANDHEEEZ
five years HAE R — (341)
(19,225) (18,082)
Net finance costs FET IS E A (14,285) (17,017)
7  INCOME TAX EXPENSE 7 FBHXH
Hong Kong profits tax has been provided at the rate of 17.5% (2006: BEMESHIDREXRE HRNA
17.5%) on the estimated assessable profit arising in or derived from BB ZEEERBE MR B
Hong Kong. 175% (Z T T NF:17.5%)E i
B -
Taxation on overseas profits has been calculated on the estimated 8 5 T 2 B 78 BRI LA B A ik 5t R
assessable profit for the period at the rates of taxation prevailing in KRB ZBEIEEEBLERE

the countries in which VSC the Group operates. ZERERZHRERFTE -
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7

INCOME TAX EXPENSE (CONTINUED) 7 FBHXH(E)
For the six months ended
30th September
BEhA=1THLAMEA
2007 2006
—EETLEHE —EERE
HK$°000 HK$'000
FET FETT
Current income tax EHIS
— Hong Kong profits tax — BENEH 5,103 9,986
— Mainland China enterprise —HREPEMEH
income tax 2,972 5,836
Deferred income tax RIERBTR (2,017) (1,001)
Income tax expense Fris i i 6,058 14,821
DIVIDENDS 8 EKE

A 2007 final dividend of HK2.6 cents (2006 final: HK1.1 cents) per
ordinary share; totaling approximately HK$9,798,000 (2006 final:
HK$4,055,000) was paid on 28th September 2007.

A 2008 interim dividend of HK1.1 cents (2007 interim: HK2.2 cents)
per ordinary share; totaling approximately HK$4,155,000 (2007
interim: HK$8,109,000) has been recommended by the directors of
VSC (“Directors”).

—EELFERAREGRE A
BR2. 6B (ZTTRFRE 1.8
i) & * 499,798,000 T (= T =
7N K B ¢ 4,055,00008 70) B A =
EEL+FERALAZTNHIZA-

BEEEEF(EEFDEZRE =
TENFEFHREEFRT AR
BUW(ZEZEF P 2.280)
& £ 494,155,000 T(Z T T+ F
fH ¢ 8,109,000/ 7T) °



EARNINGS PER SHARE

Basic

Basic earnings per share is calculated by dividing the profit
attributable to equity holders of the Company for the six months
ended 30th September 2007 by the weighted average number of
ordinary shares in issue during the period.

BRER

X
FREABNNIREHE-ZTT
+tFENRA=Z+TBHIEREARERRA
BB ARG &E AN R IAH
W T & B2 AT 3 B
H o

For the six months ended
30th September
BEAA=1+RHLAEA

2007 2006
—BELF —TETRF
Profit attributable to equity holders of the ARA B #EFH A (L& F
Company (HK$'000) (F#7T) 21,342 41,694
Weighted average number of ordinary DEBITERR 2 MEF S
shares in issue ('000) (Fi%) 374,914 368,605
Basic earnings per share (HK cents) FRIRERZEF CGEAD 5.7 1.3
Diluted #3

Diluted earnings per share is calculated adjusting the weighted
average number of ordinary shares outstanding to assume conversion
of all dilutive potential ordinary shares. The Company’s dilutive
ordinary shares are arising from share options, for which a calculation
is done to determine the number of shares that could have been
acquired at fair value (determined as the average annual market
share price of the Company’s shares) based on the monetary value
of the subscription rights attached to outstanding share options. The
number of shares calculated as above is compared with the number
of shares that would have been issued assuming the exercise of the
share options.

REEREBERNDERBRAA
HBEMHE 2 BREEBREE2H
ﬁ@ﬁﬁﬁﬂ%ﬂ%ﬁ%ﬁkz
MEFIGE - Nnmlz A&

P ] i st e i E A Auﬁﬁﬁﬁ
MARTTEB RN 2 REEZ
EWEEFEL BUEITREN
NFEEET/SARAERDZE
FEHMHERE) KB RN ZH
B EXHErEZBROEBAE HER
RBERETEMD BT ZROH
BFLLE -
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9

EARNINGS PER SHARE (CONTINUED)
Diluted (Continued)

sRAEF (F)
%3 (%)

For the six months ended
30th September
BENAB=1+RHLAMEA

2007 2006
—BFLF —EEREF
Profit attributable to equity holders of the ZX A & jk#E1FH AFE(E
Company (HK$'000) w A (F 78 7T) 21,342 41,694
Weighted average number of ordinary BEETERRk
shares in issue ('000) MHEFHE(TRR) 374,914 368,605
Adjustments for share options ('000) FAEEE(FTMH) 4,454 —
Weighted average number of ordinary st E&REERF| 2
shares for diluted earnings per share TR NFE S
('000) (T &) 379,368 368,605
Diluted earnings per share (HK cents) GREERTF GBI 5.6 1.3




10 CAPITAL EXPENDITURE 10 A% H
Property, Leasehold
plantand  Investment land and
equipment properties land use rights Goodwill
L E HEL#
SES ] REWE RithFEHRE EES
HK$'000 HK$'000 HK$'000 HK$'000
FTHERx THERT FTHERx THERT
Opening net book amount RZZEE+FMA—H
as at 1st April 2007 ZHOEEFE 126,315 50,000 26,527 31,202
Additions NE 10,776 — — —
Fair value gains NEEEKE — 800 — —
Disposals e (23) — — —
Depreciation/amortisation e (10,421) — (273) —
Translation adjustments E H H & 2,602 — 339 —
Closing net book RZZEZLF
amount as at hA=+8Z2
30th September 2007 B R BR % 58 129,249 50,800 26,593 31,202
Opening net book amount RZZEZTRFMNA—HA
as at 1st April 2006 2 RS 103,198 48,000 22,741 6,775
Additions NE 49,172 — 3,793 —
Fair value gains NFEEWE — 2,000 — —
Acquisition of certain W —HHB AR Z
interests in a subsidiary A R — — — 24,427
Disposals H e (1,949) — — —
Depreciation/amortisation e (20,205) — (466) —
Disposal of a subsidiary HE—HEBAR (7,474) — — —
Translation adjustments E N, A 3,573 — 459 —
Closing net book amount WM -_ZTZE+F = A
as at 31st March 2007 =+—HZHBKE
IR -E] 126,315 50,000 26,527 31,202
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12

GOODWILL

Goodwill is allocated to the VSC Group's cash-generating units
("CGUs") identified according to place of incorporation and business
segment.

The VSC Group’s goodwill is allocated to the CAMP segment in
Mainland China.

The recoverable amount of a CGU is determined based on value-in-
use calculations. These calculations use cash flow projections based
on financial budgets approved by management covering a five-year
period. The key assumptions under for value-in-use calculations are
gross margin, growth rate and discount rate of 8%, 5% and 5% per
annum, respectively.

TRADE AND BILL RECEIVABLES

Sales are either covered by (i) letters of credit with bill payable at
sight or (ii) on open account with credit terms of generally 15 to 90
days.

Ageing analysis of trade and bill receivables are as follows:

1"

12

ko
BEDRRASELEN(RSE
AL PR 2 05 R ¥R E
P £ AL ©

BEESEEBE HEIREEMRT
B A3 2 CAMPS> 6 ©

ReEFEMNZAKRBESEIR
BERAEAENE &t EHENR
BEEEESEEETREERE HB
BESERERFHZBESRE
BA -FRHEBEMAEZZTEREA
BH8% 2 EME BFs% R
KRR BFS%ZFIRE -

FEWRERERREE
HEVYUOWRZEN Z2EHFE X
(VR ARET EEH-—HBNT
15290H " & -

EUYSRA R RBR Z R DTN

As at

30th September

2007
R=-ZBELFE K=
AA=+H =A=+—H

As at
31st March
2007

HK$’000 HK$'000
FHET T AT
0 - 60 days 0-60H 592,185 558,971
61— 120 days 61-120H 166,003 161,031
121 - 180 days 121 -180H 18,621 13,837
181 - 365 days 181 -365H 6,653 23,649
Over 365 days B #@365H 28,261 31,606
811,723 789,094
Less: Provision for impairment of A UKBR FORE B
receivables (16,813) (19,742)
794,910 769,352
The carrying amounts of trade and bill receivables approximate their BURERERRR RO EEH

fair values.

N EERE -



13 TRADE AND BILL PAYABLES 13 ENEZRERE
HEEFHUAERABIXREZEFR
BT ETHERZEEHNF30
Z210H % -

Payment terms with suppliers are either on letters of credit or an
open account. Certain suppliers grant credit period ranging from 30
to 210 days.

ENERREBEZRERTAT

Ageing analysis of the trade and bill payables are as follows:

As at As at
30th September 31st March
2007 2007
R-ZZEZ2LFE RZIZTTLF
AA=tA =A=+—H
HK$'000 HK$'000
FHET FHET
0 - 60 days 0-60H 200,130 228,077
61— 120 days 61-120H 50,457 42,860
121 - 180 days 121 -180H 9,318 21,412
181 - 365 days 181 -365H 2,439 3,350
Over 365 days 8 38365 H 3,042 5,332
265,386 301,031

The carrying amounts of trade and bill payables approximate their ENEREZER EEeEHEA

fair values. NEEEMEE -
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14 BORROWINGS

14 &

As at As at
30th September 31st March
2007 2007
R-ZZLHF RZETLF
AA=+H =ZA=+—H
HK$’000 HK$'000
FET FETT
Bank loans RITEN
— Trust receipts bank loans, secured — =tk ERTER
g 604,339 472,835
— Short-term bank loans, secured —RHBRITENR 2 BR 247,553 203,052
— Long-term bank loan, unsecured, — RHBRITER  BEA
current portion g B {0 19,763 7,800
871,655 683,687
Long-term bank loan, RHRITERK
unsecured, repayable BmEWR REWN
— within one year ——F R 19,763 7,800
— in the second year —E - F 31,763 7,800
— in the third to fifth year —B=FEFERF 39,526 19,500
91,052 35,100
Less: Amount due within one year B —FARENYEE
included under current liabilities BREEREAEGET (19,763) (7,800)
71,289 27,300




15 SHARE CAPITAL 15 &

Number of

shares Nominal value

ik §E| HE

‘000 HK$'000

TR FTHET

Authorised (Ordinary shares of ETE (B EmE010B T

HK$0.10 each) = RAR) 1,000,000 100,000

As at 31st March 2007 R-ZEE+F=ZA=+—H 368,605 36,861

Exercise of share options TP BB RE RE 9,149 914

As at 30th September 2007 RZZEZELFNAA=1H 377,754 37,775

16 GUARANTEES 16 ER

As at 30th September 2007, the VSC Group has given performance RZZEZTELFNAA=+TH BB
bonds in the ordinary course of business amounting to approximately EEERAEEFEB 2R EMEA
HK$855,000 (31st March 2007: HK$1,652,000) to third parties. ¥ % = 7 B 4 ¥& 1R £ 4855,000/8

T(ZETLF=ZA=+—A8:
1,652,000/ 7T) °




17 COMMITMENTS 17 &iE

(a) Capital commitments (a) EBEAREIE
Capital commitments in respect of property, plant and BRME BELRERHZE
equipment are as follows: RAENMT -
As at As at
30th September 31st March
2007 2007

R-BTBtE R-_ZTTLF
hA=+AH =RA=+—8H

HK$’000 HK$'000
TET TAT
Contracted but not provided for BET#HBERER 7,010 3,756
(b) Commitments under operating leases (b) %ALY EIE
Total commitments payable under various non-cancellable MAEAAYEMIT T2 EFR
operating lease agreements in respect of rented premises were A B S A B TR A B Bk D 4k
analysed as follows: BEBEINWOT :
As at As at
30th September 31st March
2007 2007
R-ZZELF RZTTLF
ARA=+HE =A=+—H
HK$’000 HK$'000
TET TAT
Not later than one year R E 6,252 6,775
Later than one year and not later #6114 T R B5F
than five years 4,500 6,926
Later than five years BI5F 1,982 2,186

12,734 15,887




17 COMMITMENTS (CONTINUED)

(c) Commitments under forward foreign currency contracts
As at 30th September 2007, the VSC Group had outstanding
forward foreign currency contracts to purchase approximately
US$52,000,000 (31st March 2007: US$44,600,000)
for approximately HK$402,310,000 (31st March 2007:
HK$344,239,000), for the purpose of hedging against the VSC
Group's commitments arising from its trading activities. These
forward foreign currency contracts are stated at fair values as

at 30th September 2007.

18 RELATED-PARTY TRANSACTIONS

The following is a summary of significant related party transactions,
which were carried out in the normal course of the VSC Group

business:

(a) Transactions

17

18

AIE ()

() BEHIMNEEEESNRIE
RZZEZ+FHLA=1TH B
g & %5 & fi% & 49402,310,000
BLT(ZEELF=A=+—
H : 344,239,000 JT) M &
THE2EBRINEEREEG L
F {E 8 & #952,000,0003 JT
—EELF=HA=+—H:
44,600,000 L) B B &
IEESBRE S ESHHERE 2
RS VE 0 o it R BB AN
EEBENERR =TT+
FARA=+tRZAFEET
E\Eo

BBEEATZRS
HEBEALZERZSHBEWT
HERXRHGRRBREIEESERE
X2 ERBIRTETT

(@) X5

For the six months ended
30th September
BENAA=+tRHIEAEA

2007 2006
—EBtLH —EERE
HK$'000 HK$'000
FERT FAT
Purchases of goods from a N—(IBEATEREZ
related party (i) I=4==10) 83,698 79,530

Interest paid to a related party (i)

EfN—fEEALTZ
) E() 72

288
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18 RELATED-

PARTY TRANSACTIONS (CONTINUED)

(a) Transactions (Continued)

Note:

U]

This company relates to Shinsho Corporation, the minority
shareholder of VSC Shinsho Company Limited, a subsidiary of
which the VSC Group has 42% (30th September 2006:70%)
equity interest as at 30th September 2007.

The goods are purchased at prices mutually agreed with related
company. The interest paid is determined at commercial rate of
approximately 5.9% per annum.

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

18 HEAEATZXZ (H)
@ X2 (@)
#at -

(i

ZAorHEBHEmERAE
HEBE BREIEEWRA
BERABZ I HRE
RZZEZELtFHLAZ=ZF
HABIEE S B BHL2%
(Z2ERFNLA=1H:
70%) B AEZEZH B A
aTc

REEmcERS RS
RAEHEERENHFE T
BEEF MR D%

s
B o
ESd

(b) FRER(BEEERSERR

As at As at

30th September 31st March
2007 2007
R=ZZ2LtHE RKR_ZTZTLF

hA=+H =RA=+—8H

Payables to a related party

FEN —(IBEE AL

HK$"000 HK$°000
TET TAETT
58,502 68,757

Note:

0]

This company relates to Shinsho Corporation, the minority
shareholder of VSC Shinsho Company Limited, a subsidiary of
which the VSC Group has 42% (31st March 2007:42%) equity
interest as at 30th September 2007.

The balance is unsecured and bear interest at commercial rate
and repayable according to agreed credit days.

Wiz -

~\

i &A
&

A ERAEL B
REBIESHEHARRIRZ —

ULEBRER R_TZTLFNA
—tRABIBESEERNY (=
TEEL+E=ZA=+—H: :42%)
BAESZHBAR -

5 85 3 IR R R R R A B
RREEARZIEE AERK -



18 RELATED-PARTY TRANSACTIONS (CONTINUED) 18 HEEATZXRS (&)
() Key management compensation () EEEEEHRM
For the six months ended
30th September
BEZNAA=1+HILAEA
2007 2006
—_EEtLHF —EEX
HK$'000 HK$'000
FHET FET
Salaries and allowances =4 KyERL 6,465 3,216
Bonus TE4T 2,282 2,400
Pension costs — defined BRREKA— AT
contribution schemes HEETE 68 57
Share option scheme — value BB HEET 8 — BRTS
of services EXE 190 —
9,005 5,673
19 SEASONALITY 19 Z=Hi¢g

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

FHMHBIEEEE Y BB E
EAYE-

27




28

RESULTS

Our revenue for the six months ended 30th September 2007 reached
HK$2,789 million, a 19% increase as compared with HK$2,342 million for
the same period of last year. Our gross margin decreased 2.2 percentage
points to 6.0% as compared with 8.2% for the same period of last year.
Selling and distribution expenses increased by 20% from HK$18 million to
HK$22 million which is in line with the increase in revenue. General and
administrative expenses increased by 7% from HK$97 million to HK$103
million. The increase was mainly due to higher salaries and increase in
management resources resulting from the upgrading efforts in the CAMP
division coupled with the respective incentive necessary for motivating and
retaining good performing staff.

Profit attributable to the equity holders of the Company was HK$21
million, a 49% dropped from HK$42 million for the same period of last
year.

Basic earnings per share decrease by 50% to HK5.7 cents as compared
with HK11.3 cents of the same period of last year. An interim dividend of
HK1.1 cents per share was declared for the period (2006: HK2.2 cents per
share).

FINANCIAL POSITIONS

Compared with last fiscal year ended 31st March 2007, as at 30th
September 2007, the VSC Group’s total assets increased HK$210 million
to HK$2,458 million. The VSC Group's trade and bill receivables, advance
to suppliers and inventories increased HK$26 million, HK$92 million and
HK$45 million respectively. Average overall inventory turns was 8.6 times
which showed a modest improvement from last fiscal year end. Average
overall Day Sales Outstanding improved from 56 days to 51 days.

As at 30th September 2007, net assets value of the VSC Group increased
from HK$1,007 million to HK$1,034 million, equivalent to HK$2.7 per
share.

E
BHE-ZTZtFNA=ZF+HILEXNEAAR
g B & & B <z U A #2,789,000,000/%8
JC 8 % F [ B 22,342,000,0007% 7T _E
F19% « EF KA K F R H 282%
T 22 & 5 B E6.0% - HE &K D
5 X i 18,000,000 JT #E MN20% =
22,000,000/ 7T - Bd U A 2 3G 18 — B o
— M & 17 B 2 & $597,000,0005 7T 1 N
7% % 103,000,000/ 7T ° 3% TH 1 18 £ &
A RCAMPEITHAANE SELH
RS LEBEERGM - N ESE &%
BIERREFNEIMYEBRL T ZE
Bh AT B

XKraBREFEAEMLE RN A
21,000,000 T & = F R B =2
42,000,000 7T T #£49% -

EXghkaNbEFRHZNIBIR
P50%E5.7/81l - MAT KT MK EE
RIABAM(ZZTZREF  §k2.2781) -

Bt BUAR S
HEREE-_ZTTLEF=ZA=1+—
Btz BFEMRE BIEESEER
TEELENA=THZEEEEMN
210,000,000% JT Z2,458,000,0005% 7T °
BleegsBmMrrERERREZRE RHE
2 8 B K 7 B 9 5l 5126,000,000
7 JT 92,000,000/ JT 45,000,000/
e FHBEFERAEHASOR B L
B BFERRMNRE - FHEEBREWK
R A B S Mm56HREZ518

R-ZTEELFAA=1TH BIEEEH
2 & EF{E H1,007,000,000/ 7T i N &=
1,034,000,000/% 7© - #H F R & B2.78
ﬁ o



Compared with the financial position at 31st March 2007, the VSC
Group’s cash and cash equivalents, including pledged bank deposits,
stayed at the level of HK$336 million whereas the VSC Group’s borrowings
increased HK$232 million. Current ratios is maintained at 1.6, while
gearing ratios (net interest bearing borrowings to capital and reserves
attributable to equity holders) increased from 52% to 84% as a result of
increased inventory position by the Hong Kong Steel Department and also
the VSC Group had obtained a three-years long term bank loan of HK$60
million in the reporting period to finance the VSC Group’s longer term
capital expenditure including its head office building in Shanghai.

The VSC Group’s businesses were primarily transacted in Hong Kong
dollars, US dollars, Renminbi (“RMB") and Euro dollars. As exchange
rate between HK dollars and the US dollars is pegged, the VSC Group
believes its exposure to exchange rate risk arising from US dollars is not
material. Facing the appreciation of RMB, the VSC Group will continue to
match RMB payments with RMB receipts to minimize exchange exposure.
Transaction values involving Euro dollar were relatively insignificant.

The VSC Group’s trade financing remained primarily supported by its
HK$1.9 billion bank trading and term loan facilities. About 68% of the
VSC Group’s total borrowings were denominated in Hong Kong dollars,
20% in RMB and 12% in US dollars. These facilities are mainly secured by
either the VSC Group’s inventory held under short-term trust receipts bank
loan arrangement and/or inventories held under collateral management
and/or bank deposits and/or with corporate guarantee provided by VSC.

HA-_ZEE+FE=ZA=1+—H2ZH
BMRABEL BIEEEEZ2EE2 KR
CEERBERBRIFRESR
336,000,000 L2 KF - M EEE &£ E
2 1& & B3 1232,000,0007% 7T ° 7 & £
EMEFMN1 6 EXBELEGIER
FOFRERRARER B ABMLRARFEE)
F52%1E N £84% * R A & & il # 2B
FMEEEREM BEIBEEERA
¥ & Hi M EL1S — 18 & #60,000,0007% 7T
CZFERBEBRTER  UBNHEIEES
BrRABARYT ERERBEMRLE
WA KRIE -

BIEEEHE ZEXBETRUNAET X
ARBEBTERS - AR BTEET
ZEEXREE BIREKBEMEE HX
BETZEXEREEEM BHAR
BT E SEEEEREEUARY
WA RAE AR mRHE 3 8%
R BTz R P BRE KD M
R BB e

BEEEEE ES5REFEMAEINE
BITHRITEIREHEFRREZF -8B
IIE & & B 15 B RE R £968% Jh LAB L &
BB BIN20% M 12% 75 Bl A A R K&
ETRBE ZEEEREXENEH
SREBEBERTERZHBEEIRESE
CEER/SEAREETRAEZFE
k/RBROIERR/SEIEEREZ A
AR DAVEIKE -
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CHARGES ON ASSETS

As at 30th September 2007, the VSC Group had certain charges on assets
which included (i) buildings of approximately HK$26 million, leasehold
land and land use rights of approximately HK$17 million and inventories
of approximately HK$117 million pledged for certain of the VSC Group’s
short-term bank loans; (ii) certain inventories were held under short-
term trust receipts bank loan arrangements, and (iii) bank deposits of
approximately HK$69 million were pledged as collateral for the VSC
Group’s banking facilities and approximately HK$1 million was restricted as
customs deposits in Mainland China.

REVIEW OF OPERATIONS

(1) China Advanced Materials Processing ("CAMP")
The VSC Group's CAMP operation comprises of three business
units engaging in processing of rolled steel in coil (service centres),
manufacture of enclosure systems and distribution of engineering
plastic resins. For the six months ended 30th September 2007,
revenue of CAMP increased 12% from HK$1,074 million to
HK$1,207 million. However, as a result of margin erosion caused by
increased external competitions and an ongoing upgrading of our
internal management system to prepare for the support of future
business growth, segment results decreased 30% to HK$35 million.

Service Centre Operations

The service centre operations grouped under VSC-Ryerson China
Limited is a substantial investment of the VSC Group, which owns a
60% shareholding interest. US-based Ryerson Inc. (“Ryerson”) owns
the other 40%.

EEERKRA

R-_ZEZ+HFNA=Z1+H BIEE£EH
B8 TEEEM B $E(1)426,000,000
T Z ¥ F -+ £917,000,000%8 T2 HE
+ K+ Hb {5 A M K& £9117,000,0007%
TZHEEEnEIEEEBzETESN
RITERERER : (AR BEEKRE
RITERZHEFTBE2ETHE - i)
#769,000,0007 7T 2 SR 1T F R E BB E
EEBCRITEEBCERR kY
1,000,000/ 7T & & # Bl (A b /8 B 1R &
S ZRHIBEE -

XK EEE

(1) FEEEMBMNI( CAMP)
BlIEE£E 2CAMPE K B 1 = &
XBEPT - o R =5 T (AR
BHhRL) ERBREIIZEERS
HIREBEE #B#HEZE-_FF
FRLA=Z+BHIENEAR  CAMPZ
I A H31,074,000,0007 7T 3 112%
%1,207,000,0005% 7T ° A i * B R
SNERFMBEIAR BEELZFR
REBHEEMEHRERASIES
EE2ARERRGF EFNAMm
LB Ee 9 MBEE T E0%E
35,000,000/% 7T °

VLV E T

£2 B VSC-Ryerson China Limited Z AR
BRLEBKEBBIEESREZXE
BEWHAH60%RE  UAERHE
£ #b ZRyerson Inc. ([ Ryerson ]) 8l
A H 8 2 40% R



For the period under review, total processed ton sold increased
17% from 87,193 metric tons to 102,423 metric tons as a result of
the Kunshan service centre (KSSC) started trial run in last year
and began ramping up at the beginning of this year. If this factor
is excluded, total processed ton sold for the Dongguan service
centre (DGSC), Guangzhou service centre (GZSC) and Tianjin
service centre (TJSC) altogether dropped 7% from 84,337 metric
tons to 78,732 metric tons. This was due to increased competition
especially in the Southern China market, and continuous increase
in raw material prices in general. Steel price began to pick up at the
beginning of this year and increases in material cost price overwhelm
increases in selling price. As a result, although revenue of the service
centre operations increased by 24% from the same period of last
year, gross profit decreased 18% in total (or 2.8 percentage point).

To sustain continual growth and create shareholder’s value, the
service centres have implemented the strategy of leaner inventory
management and finer customer segmentation (divide existing
and potential customers by loyalty codes be served by restructured
sales teams which now have been divided into inside and outside
sales and key account teams). Our key account team would focus
on serving major customers to ensure continuous business growth
through utmost customers satisfaction; our outside sales team
would focus on direct collaboration with our existing and potential
customers to understand and fulfill their needs with our quality
products and services whereas our inside sales team would focus on
dealing with loyal, repetitive customers. By doing so, resources of
sales force could be used in a more logical and efficient way. We also
implemented tighter sales management such as exceptional margin
control and shorter trade receivables cycle by quality and services on
top of our competitive pricing.

FAE B HAR - 480N THE B A117%
(87,1932 WE 3 0 102,423
WE) - J5 & Bl BR & A (T B i AR
BROLDREFRBHRE  ENT
ERSEFYIRBEMATR - B
BREEEZ  REBREHRO((RE
BRA v ]) - BN AR & o s (T E N
BRIEF L)) R RZRE PO ([R5
BR 7 o ) 2 48 85 5 A0 T ME B
BT T7% (Fh84,337 M T~k =
78,7322 ME) - HBIE R AR Th B A E
[ A5 B R R M RHE
BEBELEAMR - MM ERRSE
M EB - MR ERIEREE
EERERAR Bt BAKRY
oL FE R 2 AR A F R HA 3 0
24% B EF A E B 2 18% (3K
2.8EE 7 ) °

RRFBHEERRAERRER
RERLEHTRIGFEERER
RHNE P2 BB (REAHEF
RERFPREREFPDE HAKLER
B RALRINEBIEE UK
FERPZIHEBRKABRRE)
AAFMEERFPHEEKF T
BETZEREF BAMREFTE
NHEREBFEE R INPIHEE
R FTEIRERERP HEB
B . UTHMINARAREENE R
KR 2 e IR & sk - M ;B0 8
EEFTERELHN THTIEZ
P Ek HEEBKNEIRA N
WEL  EABMER - AR AR
FEBRFHZER RIFEEERR
BrERLE BERERECHEE
B R E R EEEE & A E R
SREER o
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Selling and distribution expenses and general and administrative
expenses (together “SG&A expenses ) increased by HK$3 million
as compared with the same period of last year of HK$18 million.
The increases were due to the full functioning of KSSC which
attained 94% capacity utilization in September 2007. For the rest
of the service centres, SG&A expenses remain at similar level of last
year. To implement our business strategies to differentiate ourselves
from the field in areas like key account focus, improvement on
inventory turns and operating profitability, we continue to invest
in our human resources and recruited into the operations highly
skilled seasoned managers who are responsible for commercial
activities, procurement and national operation. We also increased
our investment in upgrading our human resources including
overseas training at Ryerson and other in house training courses. To
ensure timely and quality information for decision making, we also
invested to upgrade our network infrastructure and management
information system to ensure continuous supply of timely and
quality key performance indicators to all levels of management.

On 7th April 2006, the VSC Group incorporated a new subsidiary
in Kunshan, located in Jiangsu Province of China. It is strategically
located in the booming Yangtze River Delta region with close
proximity to many multinational companies. It is a “ greenfield”
project. KSSC sold 23,691 metric tons for the six months ended
30th September 2007 (2,856 metric tons for the same period of
last year). Total revenue for the six months is HK$147 million. In
average, capacity utilization attained 77% throughout the period
in consideration. Gross profit margin is comparable to the rest
of the service centres and it achieved positive interim segment
result. To further enhance the capability of Kunshan operations,
management have started investment in sheet metal fabrication
facilities; workshop construction work and machine commissioning
was completed in August and November 2007 respectively. This
will compliment existing customers and allows KSSC to enlarge
customer base.
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For the six months ended 30th September 2007, TJSC maintained
comparable output level (22,742 metric tons sold) compare with
that of last year (24,832 metric tons), and successfully increased
gross profit margin by 1.6 percentage point. Total revenue
increased 5% from HK$143 million to HK$150 million. SG&A
expenses remain at similar level compare with last year.

GZSC is 70% owned by the VSC-Ryerson China Limited. Japanese
Shinsho Corporation owns the remaining 30%. Despite stagnancy
of market condition in the Southern China region, during the six
months in consideration, it sold 25,631 metric tons, which was 8%
more than the same period of last year. Revenue increased from
HK$161 million to HK$178 million as a result of increased output.
Yet because of keen competition, gross profit margin dropped 3.7
percentage points. Guangzhou operation is one of the major targets
of our sales management and customer segmentation initiatives.

DGSC was also affected by stagnancy of the Southern China market.
It sold 30,359 metric tons for the six months in consideration,
decreased 15% from 35,798 metric tons of last year. First quarter
performance was not encouraging. Sales performance began to
ramp up in second quarter and average capacity utilization went up
to 82% from 70% of first quarter. Revenue decreased from HK$230
million to HK$207 million. SG&A expenses reduced 7% compare
with the same period of last year. The VSC Group is exploiting
ways to leverage on the geographical proximity of Guangzhou and
Dongguan operations, to complement sales activities and to reduce
operating costs.
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Enclosure Systems Manufacturing (Van Jia Yuen “VIY")

VJY, located in Henggang Shenzhen, is a contract manufacturer
for leading high-tech equipment providers/manufacturers such as
Huawei, Zhongxing and Emerson. It adds value to customers by
providing comprehensive steel processing services and solution to
customer including punching, bending, stamping, coating, assembly,
technical design and quality control. In this period, it also began
to work with VSC-Ryerson China Limited to serve international
accounts of Ryerson who are looking for metal fabrication services
in Mainland China. For the first six months, its revenue was HK$88
million, as compared with HK$99 million for the same period of last
year. Given the determination to rationalize product mix, gross profit
margin increased 1.2 percentage points and gross profit remain at
similar level of the same period of last year. This is also the result of
improved internal processes, reengineered plant & facility layout, and
greater focus on and investment in 5S. More investment in advanced
equipment and plant automation will be commissioned in the second
half of the year.

Plastics Distribution

With the soaring crude oil price, the average selling price of plastic
resins is still at a high level. For the first six months, sales volume of
Plastics Department decreased slightly by 2% to 10,884 metric tons
but sales revenue increased by 6% to HK$188 million. Cost of sales
experienced similar increases. This left gross profit margin remain
similar as that of the same period of last year. The department sells
a wide range of engineering plastic resins from reputable suppliers
such as Samsung Total, Samsung Cheil, GE Plastics, Mitsubishi and
UMG. The department had successfully penetrated into the local
markets around the Pearl River Delta. A representative office in
Shanghai was set up to tap into the surging demand in the booming
Eastern China Region. The Plastic Department’s main target markets
include home appliance, electronics and electrical, health care and
medical products market. Began working with VSC-Ryerson China
Limited, the VSC Group saw an opportunity of Plastics Department
serving as national supplier of Ryerson international accounts in
Mainland China, and a chance to cross-selling materials to customer
of service centre operations.
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Construction Materials Group (“CMG")

The businesses of CMG operations of the VSC Group include
distribution of steel and building products in both Hong Kong
and Mainland China, primarily to developers and contractors for
construction works. Revenue of CMG for the period increased by
24% to HK$1,569 million and segment results was HK$34 million,
which represented a 42% decrease over the last year's HK$59
million.

Steel Distribution

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

Hong Kong Steel Distribution

During the past two years, significant portion of our rebars were
purchased and imported from PRC because of relatively short lead
time in transportation, export custom rebate and competitive pricing.
For the period under review, the PRC Government had changed their
policy. They cancelled the export custom rebate in April 2007 and
impose export custom duty in June 2007. The change of this custom
duty policy in PRC had an adverse impact on the gross profit margin
and the profitability of the Hong Kong Steel Department. The net
effect of the change of export custom duty policy on the unit cost
was about 23% (13% on the cancellation of rebate and 10% on
the imposition of export duty). In addition, the increase in the prices
for crude oil and iron ore, and the local “cut and bent” construction
labor actions that lasted a couple of months which resulted in major
delays as it forces suppliers to suspend deliveries, all these factors
had further eroded the margin of the Hong Kong Steel Department.
As a result, gross profit margin dropped from 12.7% to 6.4% in this
reporting period. Despite a 3% increase in sales volume together
with a 14% increase in sales turnover to HK$574 million for the
first six months of the year, the segment profit of the department
dropped to HK$25 million which was about a 54% decrease
compared with the same period of last year. To meet the challenges,
the Hong Kong Steel Department had taken various efforts such as
increasing our inventory level prior to the imposition of the tariffs,
factoring the increase in pricing in new delivery contract, and
expand our sourcing to other international suppliers. To capitalize
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our experiences and contacts in international sourcing, we have
re-activated the purchases of rebars from oversea mills (e.g. Turkey
etc.) other than mills in the PRC as we find out that the prices from
overseas mills are starting to be as competitive after the change in
custom duty policy in Mainland China. The coming six months would
continue be a challenge to the Hong Kong Steel Department as it
will take a bit of time for the department to deliver those backlog
contracts signed under the prior selling pricing scheme with margin
being thinned off gradually because of the recent price hike from the
mills. However, we expect such adverse impact to be short term as
the VSC Group has implemented a policy of not entering into long
term fixed price contract (which used to be fixed price two-years
contracts), on the other hand, margin of new contracts have already
been taking into account the continuous price hike from the mills.
Given the booming real-estate market in Hong Kong, Macau, and
the announced Pearl River Delta infrastructure projects, the Hong
Kong Steel Department remains optimistic with its future business
and profitability.

PRC Steel Distribution

Our PRC Steel Distribution Department continued to execute our
strategies of rearrangement of our product offering, focus on end
users instead of distributor, and resource realignment to minimize
costs. Those strategies worked very well for the intended result,
during the first six months, revenue increased by 31% from HK$659
million to HK$867 million. Gross profit increased from HK$23 million
to HK$26 million and segment profit improved HK$2 million to
HK$5 million, an 84% increase from the same period of last year.
The interim results include BSC, our 66.7% joint venture company.
For the six months ended 30th September 2007, BSC's revenue
increased 45% from HK$473 million to HK$688 million, gross
profit increased from HK$14 million to HK$17 million. However, the
increase of SG&A expenses, mainly from the increase in salary and
bonus had eroded the segment result, the profit of BSC for the six
months ended 30th September 2007 was HK$6 million as compared
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with profit of HK$7 millions the same period of last year. PRC Steel
Distribution Department will continue to execute the strategies for

continuous improvement of our result.

Building Products

Revenue and segment profit of the Building Products Department
increased by 24% to HK$128 million and 45% to HK$4.6 million
respectively as compared to the same period of last year. During
the reporting period, Hong Kong Building Products continued
to contribute steady revenue of HK$38 million and segment profit
of HK$1.5 million. The business in Shanghai had been growing
and the revenue generated by Shanghai Leisure Plus had been
increased by 53% as compared to last year’s result and amount to
about HK$62 million. The segment profit generated in Shanghai
tripled as compared to last year’s result and amounted to about
HK$3.2 million. Our strategy to establish branches in the booming
cities like Macau, Shanghai and Shenzhen is proved to be correct
and found to be successful. The 82% owned joint venture, Vanyee
Macau, formed in June 2006 had been able to capture the business
opportunity in Macau and made revenue of HK$10 million in these
six months. Benefit from the prospering property market in Hong
Kong, Shanghai, Shenzhen and Macau, we expect the department
to contribute stable operating profit to the VSC Group in future.

PROSPECTS

The global commodity market has been extremely volatile in the past
6 months: we have experienced a very volatile market with steel prices
taking individual directions — e.g. cost of goods for long products like
rebars has increased by over 20% due to a shift in the PRC government’s
policy; whereas for some flat steel products like stainless, the prices have
dropped over 10% as a result in the fluctuation in nickel prices. As a
distributor of steel products, the VSC Group is susceptible to these swings
in prices. Given the vast amount of variety of steel products there is
currently no reliable nor efficient hedging products in the market for VSC
Group to utilize. As a result, the VSC Group rely on its experience and vast
network built up over the years to diversify in its supplier base and also
very tight inventory position management to minimize the adverse effects
of these external factors.
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For CAMP, subsequent to formalization of our co-operations with Ryerson
in November 2006, capitalizing on Ryerson’s experience, the division had
invested various areas of self enhancements especially in the areas of
management resources (e.g. trainings etc.), customer service, sales and
market and also purchasing. Although “painful” in the short run, we
have already started to witness improvements in the area of inventory/
purchasing which is instrumental in enabling CAMP to minimize the
adverse effects of the wild price swings of the raw material. Moving
forward, CAMP will continue to tighten these operational competences
to enhance its operational margin while at the same time will also work
on areas like rationalization of customers in conjunction with our value
propositions. On the customer rationalization front, we will look to develop
deeper, tighter and more loyal relationships with a few key customers to
smooth out our demand side volume while at the same time we will also
look to invest in both hardware and software to broaden and deepen
our range of services (from thin gauge long form to plates, from slitting/
cutting to welding) to our customers. In light of the results of the efforts
made so far, the management is confident that the CAMP division has the
tenacity and depth of competence that it will be able to differentiate itself
from its competitors and be a leading player in the PRC market.

For CMG, we will continue to build on our experience and vast supplier
network of the Hong Kong Steel Department which the department has
enjoyed a significant local market share. To reduce operating cost and
improve efficiency, we will continue to operate direct pier-to-site delivery,
control the lead time on goods ordering and improve the accuracy of
demand forecast and inventory position from a diversified supplier base
in our effort to minimize the effect of wild price swings while at the
same time maintaining our service commitments to our customers. For
the PRC Steel Distribution Department, we expect the PRC Government
to continue her macro-economic management policies to limit excessive
investment in real estate and automobile sector. To face these challenges,
we will continue to do resource realignment and will focus our resources
on products with high market demand hence better margins. Our Building
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Product Department will continue to collaborate with TOTO to focus on
growing its market in the Greater China in particular Macau, a growing
region with strong demand.

To maintain a more diversified income source, the VSC Group is actively
looking for other investment opportunities in the PRC particularly in those
industries with strong market demand, steady income and cash flow.

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

INTERIM DIVIDEND

The Board have declared an interim dividend of HK1.1 cents per ordinary
share for the six months ended 30th September 2007 payable to
shareholders whose names appear on the Register of Members of VSC at
the close of business on 13th March 2008. Dividend warrants are expected
to be despatched on or before 19th March 2008.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of VSC will be closed from 11th March 2008 to
13th March 2008 (both dates inclusive) during which period no transfers
of shares will be registered. In order to qualify for the interim dividend,
all transfers of shares accompanied by the relevant share certificates
and transfer forms must be lodged with VSC’s Registrars in Hong Kong,
Computershare Hong Kong Investor Services Limited by not later than 4:00
p.m. (Hong Kong SAR time) on 10th March 2008.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30th September 2007, the interests and short positions of the
Directors and chief executives of VSC in the shares of HK$0.10 each in
the capital of VSC (“Shares”), underlying shares and debentures of VSC
or any of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) which (a) were required to
be notified to VSC and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were taken or deemed
to have under such provisions of the SFO); or (b) were required pursuant to
Section 352 of the SFO to be entered in the register referred to therein; or
(c) were required pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code"”) to be notified to VSC
and the Stock Exchange, were as follows:
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Richard Kahler — f{f A 25
Harold Richard
Kahlert 4

100% (H#&)




Notes:

a. As at 30th September 2007, Huge Top Industrial Ltd. (“Huge Top”)
holds 173,424,000 Shares. Mr. Andrew Cho Fai Yao is one of the
two directors of Huge Top. Mr. Andrew Cho Fai Yao directly holds
approximately 11.91% and indirectly through Perfect Capital
International Corp. (“Perfect Capital”) owns approximately 42.86%
of the issued shares of Huge Top and is entitled to exercise more than
one-third of the voting power at general meetings of Huge Top. Mr.
Andrew Cho Fai Yao owns the entire issued share capital of Perfect
Capital. These interests of the aforesaid Director in the Shares were

corporate interests.

b. The interests of the Director in the share options of VSC are separately
disclosed in the section headed “Share Option Scheme” below.

Wiz -

RZZTEZTLFNAA=TH " Huge
Top Industrial Ltd. ([ Huge Top J)
F55173,424,0008% A% 17 - k18 12
%5 4 J9Huge TopMI B EF 2 —
KEEEEEEREFH11.9%
X i i@ Perfect Capital International
Corp. ([ Perfect Capital ) i # %A
Huge Top B #1718 15 #742.86% -
I EHuge TopZ IR K& L% H
ZR=ZM—ZIRERE - SEEE
4 1 B Perfect Capital® 58 B # 17
AR g EFNRD 2% S
EDRY NGIE

EEREBIREBRELERZDE
METNE B EWE -

(i) Long positions in associated corporation — Huge Top (i) #EEEEZ#E%HE — Huge Top
Name Nature of interest Attributable interest to Number Approximate
the Director of shares  percentage
% £ EEME EsEGER KROEE SO
Mr. Andrew Cho Fai Yao — Corporate interest held deemed interest (indirectly) 36 42.86%
(Refer to Note a in (i) above) by Perfect Capital WRIEHRA 2 R (RE)
Bk 4 B S A — Perfect Capital
(BB L ()Mt a) PR 2 AR
— Personal interest 100% (directly) 10 11.91%
— EAREEE 100% (B #)
46 54.77%
Mr. Fernando — Personal interest 100% (directly) 5 5.95%

Sai Ming Dong — EARER

JE 85t A

100% (& %)
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Save as disclosed above, as at 30th September 2007, none of the
Directors, chief executives of VSC and their associates had any
personal, family, corporate or other interests or short positions
in the shares, underlying shares or debentures of VSC or any of
its associated corporations (within the meaning of Part XV of the
SFO) which (a) were required to be notified to VSC and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (include
interests and short positions which they are taken or deemed to
have under such provisions of SFO); or (b) were required pursuant
to section 352 of the SFO to be entered in the register referred to
therein; or (c) were required pursuant to the Model Code to be
notified to VSC and the Stock Exchange.

Apart from the foregoing, at no time during the period was VSC
or any of its subsidiaries a party to any arrangements to enable the
Directors or any of their spouses or children under the 18 years of
age to acquire benefits by means of the acquisition of shares in or
debentures of VSC or any other body corporate, and no Directors
or chief executives or their respective spouses or children under 18
years of age had been granted any right to subscribe for equity or
debt securities of VSC nor exercised any such right.

BEXHEREN RZTTLF
NA=+RH EF BlEEZ&®
TBRABSIBEHEAMER
EREFELFRBEKRNBEAEE
Sk EEAEER 2Kk - B
BHREREEPEMAMEA - Rk
NA S E MR SOR R BE@QR
BEFRAEGROIEXVEFEIRE
SO EMBRNEEIRE KT (E
EREZFHFLRHE®RIZZER
EHERBIGAERE 2R IA
B S(b) M BEY ARIEFFH K H
BIRPIEIS2GTAFEZELM
W RORBEETRNEBENEE
I & K Bk 32 BT 2 % 2 ok AR 1E
BZREEDIAE -

B batES REBAEMER - &
& & Ko B AT o] Y /B8 & A) I & 5T 52
EMRH WEEFHRE M
B+ \BEATZFRERES
ﬂ%E%WEﬁEHE@%AI
BB EREIEMEHE
&ﬁ%%%i?ﬁﬁﬁAﬁ&ﬁ
FEEZEBIXTABRATZF
LEEBREFAENARBEEIRS
B EFRESFRCITELFTE
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PERSONS WHO HAVE INTERESTS OR SHORT POSITIONS WHICH
ARE DISCLOSEABLE UNDER DIVISIONS 2 AND 3 OF PART XV OF
THE SFO

Other than interests disclosed in the section headed “Directors’ Interests
and Short Positions in Shares, Underlying Shares and Debentures” above,
as at 30th September 2007, according to the register of interests kept by
VSC under section 336 of the SFO, the following entities have interests or
short positions in the shares and underlying Shares of VSC which fall to be
disclosed under Divisions 2 and 3 of Part XV of the SFO:

REZFSRBERGBXVEE2R
B3I HWEARBAT ZEBZR KR

%iif%%f%ﬁﬂ\ RGN RERE

BIREDRKE RSN
BA:??tEﬁJH =+H EBIEER
BESMEEKEBEATEZE
mfteids: TIEBREIBEE RS
HEAROTFHEERBEES RBEKIE
XVESE2R EINDHARNBIEEH B 2 #
mEAR

Nature of Number of  Approximate Number of Aggregate
Name interest Shares percentage  share options interest
e EEME R4 & B BYBEDH BREHE Rt
Huge Top Industrial Ltd. Directly 173,424,000 45.91% — 173,424,000
HERA
Ms. Miriam Che Li Yao Corporate 173,424,000 45.91% — 173,424,000
R 2 £ N EE R (Note)
(Ht7t)
Personal 2,000,000 0.53% 1,000,000 3,000,000
(PN
175,424,000 46.44% 1,000,000 176,424,000

Note: As at 30th September 2007, Huge Top held 173,424,000 Shares. Ms. Miriam
Che Li Yao is one of the two directors of Huge Top while the remaining
director of Huge Top is Mr. Andrew Cho Fai Yao who is the brother of Ms.
Miriam Che Li Yao and therefore is deemed to be interested in these Shares
through Huge Top.

Save as disclosed above, as at 30th September 2007, the Directors are not
aware of any other persons (other than Directors or chief executives of
VSC) who have interests or short positions in the shares, underlying shares
or debentures of VSC or any associated corporations (within the meaning
of Part XV of the SFO) which would fall to be disclosed to VSC under
Divisions 2 and 3 of Part XV of the SFO.

M MR ZTZLFNHA=1H  Huge Top
F5 5 173,424,0000% fx 19« P6R F 22
JiHugeTopM % & F 2 — MHuge Top
BT 2ESRIEBEE(TIHZA
T2 %) B iE BHuge TopH R A&
HEZERNG -

BREXHEEEN RZTEELFNA
=t+H EFEVTMEBBEEMEMAL
(EEHSBIBERSTBRABRINRARE
||E FEMEEER(ERREFS KB
BB EXVER) 2 Bk fh - KRG HE
ﬁéaﬂP%ﬁﬂ?&F % R HE GO EXV
% NEIDEHERNSIEERE 2 Ea

g o
5
S
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SHARE OPTION SCHEME
A share option scheme has been adopted by VSC since 12th November

2001 (the “Share Option Scheme”) and VSC may grant options to the

participants as set out in the Share Option Scheme. The terms of the Share

Option Scheme are contained in a circular sent to shareholders of VSC in

October 2001 and the shareholders have also approved the refreshment of

Share Option Scheme mandate limit at the annual general meeting of VSC
held on 31st August 2006 (2006 AGM"). The share options outstanding

under the Share Option Scheme during the period were as follows:

BB AR RE St &
BIEER-_ZT—F+—HA+TZHEE
m—IEEREE ((ERESE)D @
BlegmmERiETEmMIPL2EAL
BRTHERE BREFEZBKERE AR
—ZT—F+ABIEEFTREZBEX
RNMBERTIR —ZTEZENFNA=1+—H
CBBEERRBAFRE([ZTZTNFR
RBFRE|) L AT FBRE 2R
ERREE - RHIA - IR 8 R TT
2 ERENT

Number of share options

BREZE
Exercise Exercised Lapsed
Name or category price per Beginning during the during the End of
of participant Date of grant Exercise period Share of period period period period
BR
SHEHEMHERER BFAEH T TEE B HARfTE HRAR R
‘000 ‘000 ‘000 ‘000
T T T T
Directors:
5%
Mr. Andrew 13th September 2006 13th September 2007 to HK$0.90 1,500 — — 1,500
Cho Fai Yao 12th September 2016
PRAEIB A ZEERFENAT=HE ZE2ETLEFAAT=HZE  090#T
—E-RFNATZH
Mr. Fernando 19th September 2003 19th September 2005 to HK$1.418 300 — — 300
Sai Ming Dong 18th September 2013
Fus s —EE=ZFNATAE ZEERFAATAHEE 14188
—E-=FAATNH
13th September 2006 13th September 2007 to HK$0.90 200 — — 200
12th September 2016
“EERFAAT=RE ZETLFAAT=HE 090ETT
—E-RFAATZH
Sub-total 2,000 — — 2,000

Nt




Number of share options

BREHE
Exercise Exercised Lapsed
Name or category price per Beginning during the during the End of
of participant Date of grant Exercise period Share of period period period period
BR
SHEEMEREN BFEB T THEE B HARTE BHRAEX AR
‘000 ‘000 ‘000 ‘000
T T T T
Employees:
‘BB :
In aggregate 2nd May 2003 2nd May 2003 to HK$0.98 250 (250) — —
1st May 2013
HE —TT=FHAZH B = 0.98 &7t
—T-=FhH—-H
In aggregate 7th May 2003 7th May 2005 to HK$0.97 4,605 (1,985) (125) 2,495
6th May 2013 (Note 2)
B —ZEZE=FHHLtA —ZTZRERAERE 0.97 T
—ZT-=FhHARKAH
(Ht722)
In aggregate 19th September 2003 19th September 2005 to HK$1.418 1,000 — — 1,000
18th September 2013
HEt ZEE=FNATNAE ZEZEZERFAATABEE 1418%
—E-=FhA+NH
In aggregate 13th September 2006 13th September 2007 to HK$0.90 7,000 (914) (700) 5,386
12th September 2016
$tat ZETXRFAAT=RE ZETEFAAT=HE 090%Fx
—E-RFAATZH
Sub-total 12,855 (3,149) (825) 8,881
et
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Number of share options

BREZE
Exercise Exercised Lapsed
Name or category price per Beginning during the during the End of
of participant Date of grant Exercise period Share of period period period period
BR

SHEEREREN BFAHY TR TEE B HATE HREAR R

‘000 ‘000 ‘000 ‘000

T1p T 15 T4 T1p
Others:
Hity :
In aggregate 2nd May 2003 2nd May 2003 to HK$0.98 7,000 (6,000) — 1,000

1st May 2013
$at —EZE=FRA-H —EE=FAAZAZE 0.98 7T
—E-=FHA—H
Sub-total 7,000 (6,000) — 1,000
et
Total of Share Option 21,855 (9,149) (825) 11,881
Scheme

B B R
Notes: Mt et -
1 For the Share Option Scheme, the vesting period of the share options is from 1. 1% 88 B 5t &1 - B8 st R & JfE 77 (2 50

the date of the grant until the commencement of the exercise period.

2. The options to subscribe for Shares at a price of HK$0.97 per Share are to be
exercisable in whole or in part in the following manner: —

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

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

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

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

2.

HELNERRKEETEDRRAGE

1F e

VA & £%0.9778 TT R 15 B 10 2 8 B 7T
BUAT A 2@ A MBOITE

@)

(ii)

(iii)

RZZEZHFEALRAE_ZTZE
NERARNAHEE BEAKRS
AT 7] R EE30% UL F AR {0 19 B
P HE -

R-FEAFEALAZ-FT
tFAANBSM BEARS
1368 7 RABT0% bt 5 B 15 40 1
B (LA BB b SCBR A 14 oK 77
EEBR) -
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PURCHASE, SALE OR REDEMPTION OF SHARES
Neither VSC nor any of its subsidiaries has purchased, sold or redeemed
any of shares of VSC during the six months ended 30th September 2007.

CODE ON CORPORATE GOVERNANCE PRACTICES

VSC has applied the principles and complied with all the applicable code
provisions of the Code on Corporate Governance Practices (“CG Code")
as set out in Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (“Listing Rules”) for the
six months ended 30th September 2007, except for the deviations herein
below mentioned:

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

2.  The CG Code provisions A.4.1 stipulates that the non-executive
directors should be appointed for a specific term, subject to re-
election. VSC’s non-executive Directors (except for Mr. Harold Richard
Kahler) are not appointed for a specific term.
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AUDIT COMMITTEE

The Audit Committee has been set up since December 1998 and now
consists of four independent non-executive Directors with Mr. Kenny
King Ching Tam as chairman and Dr. Chow Yei Ching, Mr. Harold Richard
Kahler and Mr. Xu Lin Bao as members. Mr. Kenny King Ching Tam who
is an independent non-executive Director with appropriate professional
accounting expertise as required under Rule 3.10 of the Listing Rules.
Scope of the work of the Audit Committee is defined and approved by the
Board in relation to various internal control and audit issues with a view
to further improving our corporate governance. The Audit Committee
has adopted its terms of reference, which is in line with the CG Code
was posted to VSC's website at http://www.vschk.com. The VSC Group’s
unaudited condensed consolidated interim financial information for the
six months ended 30th September 2007 now reported on have been
reviewed by the Audit Committee, who is of opinion that such statements
comply with applicable accounting standards and legal requirements, and
that adequate disclosures have been made.

MODEL CODE FOR SECURITIES TRANSACTIONS

VSC has adopted the Model Code as set out in the Appendix 10 of the
Listing Rules as its own code of conduct regarding securities transactions
by the Directors on 31st March 2004. Having made specific enquiry of all
Directors, they all confirmed that they have complied with the required
standard set out in the Model Code during the six months ended 30th
September 2007. On 9th March 2006, the Board has approved that the
Model Code also applies to other specified relevant employees of the VSC
Group in respect of their dealings in the securities of VSC.

On behalf of the Board
Andrew Cho Fai Yao

Chairman

Hong Kong, 14th December 2007

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

http://Awww.vschk.com
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