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DESPATCH OF CIRCULAR

ONGOING CONNECTED TRANSACTIONS:

PURCHASES OF RAW MATERIALS

The Circular to the Shareholders containing details of the Ongoing Connected Transactions, a letter from an independent financial adviser and a letter from the independent board committee is expected to be despatched to the Shareholders on 13 December 2002.

Reference is made to the announcement (the "Announcement") of V.S. International Group Limited (the "Company") dated 22 November 2002. Capitalised terms used herein, unless otherwise specified, shall have same meanings as those defined in the Announcement.

DESPATCH OF THE CIRCULAR

The circular (the "Circular") containing details of the Ongoing Connected Transactions, a letter from an independent financial adviser and a letter from the independent board committee is expected to be despatched to the Shareholders on 13 December 2002.

MATERIAL SUPPLY AGREEMENT

The Circular contains a brief summary of the two material supply agreements (the "Material Supply Agreements") of identical terms entered into between each of VS Haier and HAIVS Qingdao on one part, and Haier CPCL on the other part on 2 December 2002 for the codification of the conditions for future purchases of raw materials by each of VS Haier and HAIVS Qingdao. Pursuant to the Material Supply Agreement, the parties have agreed that:

(a)
certain raw materials used for the production of the plastic moulded products and parts must be purchased from Haier CPCL or 青島海爾國際貿易有限公司 (Qingdao Haier International Trading Co., Ltd.*) ("QHITC"), one of the member of the Haier Group, and may not be obtained from other sources, provided that, in the event Haier CPCL fails to supply VS Haier (or, as the case may be, HAIVS Qingdao) with sufficient raw materials, VS Haier (or, as the case may be, HAIVS Qingdao) may, with the consent from Haier CPCL, obtain such raw materials from third parties to meet its production requirements for not more than 10 days;

(b)
VS Haier and HAIVS Qingdao may not purchase excessive amount of raw materials, and the inventory level for such raw materials should not exceed their respective production requirements for more than one month; and

(c)
the purchase price for such raw materials shall be determined by Haier CPCL or QHITC, provided that the selling price payable by Haier CPCL for its purchase of the plastic moulded products and parts (which such raw materials relate) from VS Haier and HAIVS Qingdao shall be determined with reference to its actual cost of goods sold, regardless of the prevailing market price thereof.

The Directors (including the independent non-executive Directors) consider that the conditions for the purchase of raw materials as stipulated under the Material Supply Agreements, including the purchase price for such raw materials, are fair and reasonable as far as the Company and the Shareholders are concerned. The condition as referred to in paragraph (c) above is in line with the Company's pricing policy in that the selling price of the plastic moulded products and parts, which will be sold to Haier CPCL, will be set with a customary profit margin over the costs of goods sold (which will include the relevant purchase price of the requisite raw materials from Haier CPCL) regardless of the prevailing market selling price of such products and parts.

The Directors further consider that, although the purchase price for raw materials purchased from Haier CPCL is determined by Haier CPCL, the Ongoing Connected Transactions will be conducted on normal commercial terms since the costs of goods sold (including the costs for the purchase of raw materials supplied by Haier CPCL) incurred by VS Haier and HAIVS Qingdao will be fully absorbed by Haier CPCL and the Group may, regardless of the prevailing market selling price of such products and parts, gain from the profit margin customarily added over such costs. This pricing arrangement is consistent with the normal market practice for provision of processing services.
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Please also refer to the published version of this announcement in The Standard dated 16 December 2002.
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