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V.S. International Group Limited

威鋮國際集團有限公司

(incorporated in the Cayman Islands with limited liability)

ANNOUNCEMENT OF ANNUAL RESULTS FOR THE YEAR ENDED 31 JULY, 2002

INTRODUCTION

The board (the "Board") of directors (the "Directors") of V.S. International Group Limited (the "Company") is pleased to announce the audited consolidated results of the Company and its subsidiaries (together, the "Group") for the year ended 31 July, 2002, prepared in accordance with accounting principles generally accepted in Hong Kong, together with the comparative figures for the previous financial year, as follows:-

Consolidated Income Statement


Note
2002

2001




HK$'000

HK$'000


Turnover
3
932,630

639,182


Cost of sales

(787,380
)
(530,889
)










145,250

108,293


Other income
4
198

-


Distribution expenses

(19,563
)
(18,873
)

Administrative expenses

(48,208
)
(36,152
)








Profit from operations
3
77,677

53,268


Finance cost
6(a)
(12,993
)
(11,626
)








Profit from ordinary activities before






  taxation
6
64,684

41,642


Taxation
7
-

-









Profit from ordinary activities after






  taxation

64,684

41,642


Minority interests

1,107

-









Profit attributable to shareholders

65,791

41,642









Dividend attributable to the year






Final dividend proposed after balance






  sheet date
8(a)
4,100

30,000









Earnings per share
9





  Basic

HK9.21 cents

HK6.72 cents









  Diluted

N/A

N/A









Notes:-

1
Reorganisation

The Company was incorporated in the Cayman Islands on 9 July, 2001 as an exempted company with limited liability under the Companies Law, Cap 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands. Pursuant to a reorganisation (the "Reorganisation") to rationalise the group structure in preparation for the listing of the Company's shares on the Main Board of The Stock Exchange of Hong Kong Limited (the "Stock Exchange"), the Company became the holding company of the subsidiaries now comprising the Group on 20 January, 2002. Further details of the Reorganisation are set forth in the Company's prospectus dated 28 January, 2002 (the "Prospectus").

2
Basis of preparation

The Group resulting from the Reorganisation has been regarded as a continuing group. Accordingly the consolidated financial results have been prepared on the basis of merger accounting in accordance with Statement of Standard Accounting Practice ("SSAP") No. 2.127 "Accounting for Group Reconstructions", under which the Company was the holding company of the Group for both periods presented, rather than from 20 January, 2002. Under these circumstances, the results of the Group for the years ended 31 July, 2002 and 2001 include the results of the Company and its subsidiaries with effect from 1 August, 2000 or since their respective dates of incorporation/establishment, whichever is a shorter period. In the opinion of the Directors, the resulting consolidated financial results give a more meaningful view of the Group as a whole.

These financial results have been prepared in accordance with all applicable Statements of Standard Accounting Practice and Interpretations issued by the Hong Kong Society of Accountants, accounting principles generally accepted in Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance.

3
Segmental information

The Group is principally engaged in the manufacturing and sales of plastic moulded products and parts, assembling of electronic products and mould design and fabrication.

Segment information is presented in respect of the Group's business and geographical segments. Business segment information is chosen as the primary reporting format because this is more relevant to the Group in making operating and financial decisions.

(a)
Business segments

The Group comprises the following main business segments:-




Plastic injection and moulding:
manufacture and sales of plastic moulded products and parts




Mould design and fabrication:
manufacture and sales of plastic injection moulds




Assembling of electronic products:
assembling and sales of electronic products


Plastic injection

Mould design

Assembling of











and moulding

and fabrication

electronic products

Unallocated

Combined



2002

2001

2002

2001

2002

2001

2002

2001

2002

2001



HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000


Turnover from





















  external customers
352,151

310,590

35,269

38,278

545,210

290,314

-

-

932,630

639,182
























Segment result
76,613

68,532

8,222

5,546

35,499

15,342

(42,657
)
(36,152
)
77,677

53,268


Net finance costs
















(12,993
)
(11,626
)

Minority interests
















1,107

-
























Profit attributable to shareholders
















65,791

41,642
























Depreciation for the year
19,946

13,764

2,874

2,793

2,635

2,650

6,088

2,774

31,543

21,981


Significant non-cash expenses





















  (other than depreciation)
327

3,461

-

534

179

519

-

-

506

4,514


(b)
Geographical segments

The Group's business participates in five major principal economic environments.

In presenting information on the basis of geographical segments, segment revenue is based on the geographical location of customers.

Revenue from external customers is analysed as follows:-


Group's turnover


2002

2001


HK$'000

HK$'000

Hong Kong
569,586

253,853

People's Republic of China (the "PRC")




  (other than Taiwan and Hong Kong)
192,915

100,417

South East Asia
64,535

24,048

Japan
63,853

216,941

Taiwan
41,321

41,919

Others
420

2,004







932,630

639,182






4
Other income


2002

2001


HK$'000

HK$'000

Gain on disposal of fixed assets
198

-






5
Personnel expenses


2002

2001


HK$'000

HK$'000

Salaries, wages and allowances
38,115

26,032

Contributions to retirement benefit schemes
1,436

103







39,551

26,135






Average number of employees during the year
2,039

906






Personnel expenses include directors' remuneration totalling HK$7,969,000 (2001: HK$8,800,000).

A subsidiary of the Company has entered into processing arrangements with independent third parties (the "Providers") in respect of certain production facilities in Shenzhen, the PRC. Pursuant to the relevant processing agreements, labour required for production would be provided by the Providers, who are responsible for the labour's participation in retirement benefit schemes pursuant to the relevant rules and regulations in the PRC. In return, a processing charge calculated based on the number of labour engaged in the production is payable to the Providers. The Group has no obligations to pay any retirement benefits of existing and retired labour provided by the Providers.

Other subsidiaries of the Company operating in the PRC participate in a government pension scheme whereby the subsidiaries are required to pay annual contributions at the rates of 8 per cent. to 25 per cent. of the standard wages determined by the relevant authorities in the PRC. Under the scheme, retirement benefits of existing and retired employees are payable by the relevant authorities and the Group has no further obligations beyond the annual contributions.

Contributions to Mandatory Provident Funds are required under the Hong Kong Mandatory Provident Fund Schemes Ordinance. The Group and its employees in Hong Kong make monthly mandatory contributions to the Mandatory Provident Fund Scheme at 5 per cent. of the employees' relevant income as defined under the Mandatory Provident Fund legislation. The contributions from employees and employer are subject to a cap of monthly relevant income of HK$20,000.

The Group does not operate or participate in any other scheme for retirement benefits provided to the Group's employees during the year.

6
Profit from ordinary activities before taxation

Profit from ordinary activities before taxation is arrived at after charging/(crediting):-


2002

2001



HK$'000

HK$'000


(a)  Net finance costs:





Interest on bank advances and other borrowings





  repayable within five years
11,007

10,546


Interest on other loan
2,502

3,452


Finance charges on obligations under finance leases
503

444








Total borrowing costs
14,012

14,442


Less: Borrowing costs capitalised as construction 





       in progress*
(1,196
)
-









12,816

14,442


Interest income
(2,977
)
(3,125
)

Exchange losses/(gains)
119

(826
)

Other charges
3,035

1,135









12,993

11,626








*
The borrowing costs have been capitalised at an average rate of 5.1 per cent. per annum for construction in progress.


2002

2001


HK$'000

HK$'000

(b)  Other items




Cost of inventories#
787,380

530,889

Auditors' remuneration
1,433

200

Provision for doubtful debts
506

4,514

Processing fees#
26,158

30,486

Depreciation#




  - owned assets
30,794

21,564

  - assets held under finance leases
749

417

Operating lease charges#
10,923

8,404






#
Cost of inventories includes HK$74,970,000 (2001: HK$59,778,000) relating to staff costs, depreciation expenses, processing fees and operating lease charges which amount is also included in the respective total amounts disclosed separately above for each of these types of expenses.

7
Taxation

(a)
Profits tax

No provision has been made for Hong Kong profits tax as the Group did not earn income subject to Hong Kong profits tax for the years ended 31 July, 2002 and 2001.

Profits for subsidiaries of the Company in the PRC are subject to PRC income tax. Subsidiaries of the Company in the PRC are foreign investment enterprises that are granted certain tax relief, under which they are entitled to income tax exemption for two years commencing from the first profit making year and are entitled to a 50 per cent. relief from PRC income tax for the following three years, after which the subsidiaries' profits are subject to PRC income tax at the rate of 15 per cent.. Pursuant to the tax relief above, the subsidiaries were entitled to income tax exemption for the years ended 31 July, 2002 and 2001.

A subsidiary of the Company has entered into processing agreements with the Providers in respect of certain production facilities in Shenzhen, the PRC. Pursuant to the processing agreements, the Providers bear any PRC tax in respect of the Group's relevant production facilities in Shenzhen, the PRC.

(b)
Deferred taxation

The movement during the year is as follows:-


2002

2001


HK$'000

HK$'000

Balance at 1 August
-

-

Arising from revaluation of land and buildings




  held for own use (note 11)
4,705

-






Balance at 31 July
4,705

-






8
Dividends

(a)
Dividend attributable to the year


2002

2001


HK$'000

HK$'000

Final dividend proposed after the balance sheet




  date of HK0.5 cent




  (2001: HK40.0 cents) per share
4,100

30,000






The final dividend of HK$30,000,000 for the year ended 31 July, 2001 represented the dividend declared and paid by the Company's subsidiary, V.S. Corporation (Hong Kong) Co., Limited, to the then shareholders prior to the Reorganisation.

The final dividend proposed after the balance sheet date has not been recognised as a liability at the balance sheet date.

(b)
Dividend attributable to the previous financial year, approved and paid during the year


2002

2001


HK$'000

HK$'000

Final dividend in respect of the previous financial year,




  approved and paid during the year of HK40.0 cents




  (2001: Nil) per share
30,000

-






9
Earnings per share

(a)
Basic earnings per share

The calculation of basic earnings per share is based on the profit attributable to shareholders of HK$65,791,000 (2001: HK$41,642,000) and the weighted average number of the 714,301,370 (2001: 620,000,000) shares in issue during the year, being the shares that would have been in issue throughout the year on the assumption that the Reorganisation as set forth in Appendix V to the Prospectus was complete on 1 August, 2000.

(b)
Diluted earnings per share

There were no potential dilutive ordinary shares in existence during the years ended 31 July, 2001 and 2002.

10
Changes in accounting policy

(a)
Land and buildings held for own use

In prior years, land and buildings held for own use were stated at cost less accumulated depreciation. With effect from 8 February, 2002, the Group adopted an accounting policy of stating all land and buildings held for own use at revalued amounts, following the listing requirement in respect of property valuation upon the listing of the Company's shares on the Stock Exchange.

As a result of the new accounting policy, the Group's profit for the year has been decreased by HK$328,000. The new accounting policy has been adopted prospectively as the financial impact on the financial results for the previous year is not material.

(b)
Dividends

In prior years, dividends proposed or declared were recognised as a liability in the accounting period to which they related. With effect from 1 January, 2001, in order to comply with SSAP 9 (revised) issued by the Hong Kong Society of Accountants, the Group recognises dividends proposed or declared as a liability in the accounting period in which they are declared by the Directors (in the case of interim dividends) or approved by the shareholders (in the case of final dividends).

There is no impact on the Group's profit attributable to shareholders for the periods presented. The new accounting policy has been adopted retrospectively, with the opening balance of retained profits and the comparative information adjusted for the amounts relating to prior periods.

11
Reserves






Foreign

Land and













exchange

buildings

Statutory







Share

Contributed

translation

revaluation

reserve

Retained





premium

surplus

reserve

reserve

fund

profits

Total



HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000


At 1 August, 2000
-

-

-

-

-

54,294

54,294


Profit for the year
-

-

-

-

-

41,642

41,642


Exchange difference on translation















  of financial results of subsidiaries















  outside Hong Kong
-

-

120

-

-

-

120


Appropriations
-

-

-

-

290

(290
)
-


















At 31 July, 2001
-

-

120

-

290

95,646

96,056


















At 1 August, 2001















  - as previously reported
-

-

120

-

290

65,646

66,056


  - prior period adjustment in respect















     of dividend proposed
-

-

-

-

-

30,000

30,000


















  - as restated
-

-

120

-

290

95,646

96,056


Profit for the year
-

-

-

-

-

65,791

65,791


Dividend approved in respect















  of the previous year
-

-

-

-

-

(30,000
)
(30,000
)

Reorganisation adjustment
-

71,250

-

-

-

-

71,250


Capitalisation issue
-

(27,250
)
-

-

-

-

(27,250
)

Premium arising on the issuance















  of shares for cash
76,000

-

-

-

-

-

76,000


Shares issuance expenses
(12,245
)
-

-

-

-

-

(12,245
)

Exchange difference on translation















  of financial statements of subsidiaries















  outside Hong Kong
-

-

110

-

-

-

110


Revaluation surplus
-

-

-

33,370

-

-

33,370


Deferred tax liability arising 















  from revaluation (note 7(b))
-

-

-

(4,705
)
-

-

(4,705
)

Appropriations
-

-

-

-

3,054

(3,054
)
-


















At 31 July, 2002
63,755

44,000

230

28,665

3,344

128,383

268,377


















12
Comparative figures

Certain comparative figures have been adjusted as a result of changes in accounting policies for land and buildings held for own use and dividends.

DIVIDEND

The Board has recommended the payment of a final dividend of HK0.5 cent per share in respect of the financial year ended 31 July, 2002 (2001: HK40.0 cents) to the shareholders of the Company subject to shareholders' approval at the forthcoming annual general meeting of the Company.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS

Overview

For the year ended 31 July, 2002, the Group recorded a turnover of approximately HK$932.63 million (2001: approximately HK$639.18 million) which represented an increase of approximately 45.91 per cent. as compared to that of the previous financial year. The substantial increase in the Group's turnover was mainly derived from the assembling of electronic products business, which was also the Group's major source of profits, representing approximately 58.46 per cent. (2001: approximately 45.42 per cent.) of the Group's turnover. This was consistent with the expectation of the Directors at the time of the issue of the Prospectus and the strategy currently implemented by the Group.

Profit attributable to shareholders for the year ended 31 July, 2002 showed an increase of approximately 58.00 per cent. from approximately HK$41.64 million in the previous financial year to approximately HK$65.79 million. Despite the decrease in the gross profit margin by approximately 1.37 per cent., the Group managed to mitigate the impact of such decrease by implementing various cost control measures. As a result, the percentage of profit attributable to shareholders over turnover for the year ended 31 July, 2002 slightly increased in comparison with the previous financial year.

Business and financial review

Turnover and gross profit by business activities of the Group

Plastic injection and moulding business

During the year ended 31 July, 2002, turnover for plastic injection and moulding business was approximately HK$352.15 million (2001: approximately HK$310.59 million) and the results of this business segment was approximately HK$76.61 million, an increase of approximately HK$8.08 million from the previous financial year. The major increase was attributable to the commencement in production and sales of plastic parts for household electrical appliances.

Assembling of electronic products business

Turnover for assembling of electronic products business during the year ended 31 July, 2002 amounted to approximately HK$545.21 million (2001: approximately HK$290.31 million), representing a significant growth of approximately 87.80 per cent. as compared with year ended 31 July, 2001. The increase was principally owing to the Group's strategy to focus on assembling relatively high-end home audio equipment for its customers. The Directors believe that the Group has gained its customers' confidence in its production quality.

The increase was also contributed by sales to one of the major customers of the Group. This was consistent with the market trend that customers of the Group, particularly those multinational manufacturing companies, would like to consolidate their in-house operations in order to focus on product developments and marketing excellences and thus outsource their manufacturing operations to well established original equipment manufacturing ("OEM") company so that they would be able to remain competitive in the global market.

The results of this business segment for the year ended 31 July, 2002 was approximately HK$35.50 million (2001: approximately HK$15.34 million), representing a 131.42 per cent. increase over the previous financial year. The contribution margin has also shown an improvement from approximately 5.28 per cent. in the previous financial year to approximately 6.51 per cent. for the year under review. The increase in the margin was principally due to the commencement of production of the Group's production facilities in Zhuhai which has improved the Group's production facility substantially. As a result the Group was able to accept additional orders from the existing and new customers for assembling remote control units and office appliances which generate a much higher profit margin compared to home audio equipment.

Mould design and fabrication business

Turnover generated from the mould design and fabrication business amounted to approximately HK$35.27 million and this accounted for approximately 3.78 per cent. of the turnover of the Group during the year ended 31 July, 2002. The Directors are of the view that this business will continue to form as part of the supplementary business of the Group and also believe that this will improve the competitiveness of the Group in providing integrated manufacturing solutions to its customers.

Distribution costs and administrative expenses

For the year ended 31 July, 2002, the total distribution costs and administrative expenses of the Group recorded an amount of approximately HK$67.77 million (2001: approximately HK$55.02 million). The increase in these expenses was attributed by the increase in sales and commencement of business operations of the Group's production facilities in Zhuhai and Qingdao. These expenses as a percentage of turnover showed an improvement by approximately 1.34 per cent., from approximately 8.61 per cent. in the previous financial year to approximately 7.27 per cent.. This was mainly contributed by the cost saving resulting from the shift in the exporting port from Hong Kong to other regions in the PRC and stringent cost control measures implemented by the management during the year review.

Net finance costs

The net finance costs of the Group for the year ended 31 July, 2002 amounted to approximately HK$12.99 million (2001: approximately HK$11.63 million), representing an increase of approximately 11.69 per cent. as compared to previous financial year. The increase was principally attributable to the increased use of banking facilities for the commencement of business operations of the Group's production facilities in Zhuhai and Qingdao. This represents approximately 1.39 per cent. of the turnover of the Group for the year ended 31 July, 2002 and is comparable with the same for the year ended 31 July, 2001.

FUTURE PROSPECTS

The Group has been able to diversify its business, products and customer bases for the year under review. With new production capacities being created through the investment of new manufacturing equipment in the production facilities of Zhuhai and Qingdao, the Group is in a very strong position to springboard to a better performance in the next financial year.

Looking ahead, the Group will further enhance its production capacity by completing its development of the production facilities in Zhuhai. At present, 61,292 square metres of the land has been fully developed, which represent only 34.92 per cent. of the land owned by the Group. The Directors aimed to complete the construction of these production facilities by 2005 and estimated that the completion of this project will increase the Group's production capacity by one-fold.

The Group plans to strengthen its strategic link and supply chain management for the forth-coming year so that the Group will be more responsive to the short lead time demand from existing and new customers. In addition, the Group will adopt an information system approach to enable it to be more responsive to the market's needs.

The Directors foresee potential fluctuation in the international crude oil price due to the unstable political environment in the Middle East. However, the Group has prepared measures to mitigate the impact of the price fluctuation.

The Group will continue to explore new business segments and focus will be emphasised on expanding the Group's marketing department. The Directors also realise that great potential exists for the PRC market, especially after the entry of the PRC to the World Trade Organisation. According to the PRC National Bureau of Statistics, the total spending of the PRC citizens on telecommunication, household products and electrical appliances for the first half of the year 2002 have increased by 63 per cent. as compared to the same period in 2001. This will increase the Group's opportunity to gain more market share in such promising market.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 July, 2002, the Group had cash and bank balances of approximately HK$194.62 million (2001: approximately HK$193.39 million) of which approximately HK$83.71 million (2001: approximately HK$84.81 million) were pledged to the banks for banking facilities granted to the Group. The liquid funds were denominated in US dollars, Hong Kong dollars and Renminbi which represent approximately 77.37 per cent., approximately 16.59 per cent. and approximately 6.04 per cent., respectively, of the Group's total cash and bank balances.

The Group generally finances its operations through a combination of shareholders equity, internally generated cash flows and borrowings from banks in Hong Kong and other regions in the PRC. As at 31 July, 2002, the Group had unutilised banking facilities of approximately HK$120.88 million.

As at 31 July, 2002, the Group's total borrowings amounted to approximately HK$351.23 million, representing an increase of approximately HK$109.05 million from approximately HK$242.18 million as at 31 July, 2001. The increase in borrowings was due to construction of phase II and phase III of the factory buildings in Zhuhai and new capital expenditure in subsidiaries of the Company in Qingdao, namely HAIVS Industry 

(Qing Dao) Co., Limited and VS Haier Electronics Plastic (Qing Dao) Company Limited. Included in these borrowings is shareholder's loan of approximately HK$48.92 million. As disclosed in the Prospectus, such amount of shareholder's loan is repayable in 20 consecutive half-yearly installments on 1 February and 1 August starting from 1 August, 2002 as stipulated in an agreement dated 20 January, 2002. The remaining balance of borrowings was mainly for business expansion, capital expenditure and working capital purposes. Interest rates of these borrowings ranged from 2.91 per cent. per annum to 8.00 per cent per annum and maturity period spread over a period of ten years with approximately HK$223.69 million repayable within one year and approximately HK$127.54 million after one year but within ten years. The amounts of borrowings denominated in US dollars, Renminbi and Hong Kong dollars were equivalent to approximately HK$181.76 million, approximately HK$130.68 million and approximately HK$38.79 million respectively.

The Group's gearing ratio, represented by the interest bearing borrowings over the Group's total asset as at 31 July, 2002, was approximately 35.27 per cent. (2001: approximately 39.42 per cent.). The decrease in the gearing ratio reflected the commitment of the management to reduce the debt level to a much more healthy position.

The Directors believe that with its internally generated funds, current banking facilities and the net proceeds from the share offer as provided in the Prospectus, the Group has sufficient financial resources to satisfy its current commitments and working capital requirements.

CHARGES ON ASSETS

Assets charged as security for banking facilities included plant and machinery with carrying value of approximately HK$88.10 million (2001: Nil), buildings with carrying value of approximately HK$7.18 million (2001: Nil) and motor vehicles with carrying value of approximately HK$3.78 million (2001: approximately HK$1.72 million), in addition to the pledged bank deposits of approximately HK$83.71 million (2001: approximately HK$84.81 million).

CONTINGENT LIABILITY

The Group did not have any significant contingent liability as at 31 July, 2002 and 2001.

FOREIGN EXCHANGE RISK

As the Group's operations are principally in the PRC and all assets and liabilities are denominated either in Renminbi, Hong Kong dollars or US dollars, the Directors believe that the operations of the Group are not subject to significant foreign exchange risk.

NET PROCEEDS FROM THE Company's initial public offering

The net proceeds from the issue of new shares at the time of the Company's initial public offering in February 2002, after deduction of related issuance expenses, amounted to approximately HK$73.76 million.

As at 31 July, 2002, the net proceeds have been fully utilised in the following manner:-

-
approximately HK$13.99 million for capital contribution to a subsidiary of the Company;

-
approximately HK$20.64 million for acquisition of plant and machinery;

-
approximately HK$3.36 million for construction of production complex; 

-
approximately HK$12.00 million for repayment of certain bank loans of the Group; and

-
approximately HK$23.77 million for general working capital of the Group.

The above use of proceeds was in line with the disclosure set forth in the Prospectus.

EMPLOYEES AND REMUNERATION POLICY

As at 31 July, 2002, the Group had a total of 5,565 (2001: 3,706) employees of which 2,772 (2001: 2,666) were employed under processing arrangements as described in the Prospectus. During the year ended 31 July, 2002, there was no significant change in the Group's remuneration policies for the employees.

Employees' costs (excluding Directors' emoluments but including wages paid to employees employed under the processing arrangements as described in the Prospectus) for the year ended 31 July, 2002 amounted to approximately HK$57.74 million (2001: approximately HK$47.82 million). Remuneration packages are maintained at competitive level and the Group's employees are rewarded on a performance related basis.

The Company conditionally adopted a share options scheme on 20 January, 2002 for the purpose of providing incentives and rewards to eligible participants who contribute to the success of the Group's operation. The Board, may at their absolute discretion, grant options to employees and Directors and directors of the Company's subsidiaries and any qualified persons as set forth on the scheme, to subscribe for shares in the Company. The subscription price, exercisable period and the maximum number of options to be granted are determined in accordance with the prescribed terms of the Scheme. During the year ended 31 July, 2002, no share options had been granted under the Scheme.

The Group has also adopted a provident fund scheme for its employees in Hong Kong as required under the Mandatory Provident Fund Schemes Ordinance.

PURCHASE, REDEMPTION OR SALE OF THE COMPANY'S LISTED SECURITIES

During the year ended 31 July, 2002, neither the Company nor any of its subsidiaries had purchased, redeemed or sold any of the Company's listed securities subsequent to the listing of the Company's shares on the Stock Exchange on 8 February, 2002.

AUDIT COMMITTEE

The Board established the audit committee (the "Committee") on 20 January, 2002, which comprised of the two independent non-executive Directors, pursuant to the Code of Best Practice as set forth in Appendix 14 to the Listing Rules. The primary duties of the Committee are to review and supervise the Group's financial reporting process and internal controls system. The Committee has reviewed the Group's financial statements for the year ended 31 July, 2002 and of the opinion that such statements comply with the applicable accounting standards, the Listing Rules and legal requirements and that adequate disclosures have been made.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

None of the Directors is aware of any information that would reasonably indicate that the Company is not, or was not, at any time during the year ended 31 July, 2002, in compliance with Appendix 14 to the Listing Rules.

SPONSOR'S INTEREST

Pursuant to the sponsor's agreement (the "Sponsor's Agreement") dated 25 January, 2002 entered into between DBS Asia Capital Limited ("DBS Asia") and the Company, the Company has appointed DBS Asia, and DBS Asia has agreed, to act as sponsor to the Company for a period of one year commenced from 8 February, 2002. Save for the Sponsor's Agreement, none of the directors, employees nor associates of DBS Asia had any interest in any securities of the Company or any of its associated corporations as at 31 July, 2002.

PUBLICATION OF ANNUAL RESULTS ON THE WEBSITE OF THE STOCK EXCHANGE

The annual report of the Group for the year ended 31 July, 2002 containing all information required by paragraphs 45(1) to 45(3) of Appendix 16 to the Listing Rules will be published on the website of the Stock Exchange in due course.

APPRECIATION

This financial year was a fruitful year for the Group and solid foundations for aggressive future developments have been laid. On behalf of the Board, I would like to take this opportunity to thank the Group's valued customers, dedicated management team, diligent staff as well as the shareholders for their strong support. We will continue to add value to our shareholders and to bring better returns to them.

By order of the Board

V.S. International Group Limited

Beh Kim Ling

Chairman

Hong Kong, 27 September, 2002

Please also refer to the published version of this announcement in the South China Morning Post dated 30 September 2002.

V.S. INTERNATIONAL GROUP LIMITED

30 September 2002
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