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Year Ended 31st March ##EZ=A=+—HIL&FEE

2005 2004 %
RESULTS %,%ﬁ %#F%(EEM;% HK$Mn Change

BEEET 21

Turnover et 2,380 2,269 49
Gross Profit EF 1,368 1,288 6.2
EBITDA REFIB BB - TERMHEERANRT 284 261 8.8
Profit Attributable to Shareholders B¥ER &5 3% 7 124 116 6.9
Basic Earnings per Share (HK cents) &ERZEF] (E1l) 12.5 11.8 5.9
Dividends per Share (HK cents)* FRIEE GBI 18.5 13.5 37.0
#Including special dividend IR RIS

At 31st March ®=F=+—H

2005 2004 %

FINANCIAL POSITION BAF&RR AL L
Total Assets BEE 1,796 1,801 0.3)
Net Cash Balance REeFHE 364 270 348
Shareholders' Equity PR SR AE RS 1,248 1,247 0.1
TURNOVER & %58 GROSS PROFIT EFI
(Year ended 31st March &#Z=A=+—HILFE) (Year ended 31st March #E2=A=+—HILFE)
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EBITDA REHFIR ~ Hi1E  ITERBIEERRIZEF] PROFIT ATTRIBUTABLE TO SHAREHOLDERS B 3R FE{d s F
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| am pleased to report that for the year ended 31st
March, 2005, the Group's total turnover was HK$2,380
million, up 4.9%. Gross profit was HK$ 1,368 million,
up 6.2%. Profit attributable to shareholders was
HK$124 million, representing an increase of 6.9%.
Earnings per share stood at HK$0.125, compared to
HK$0.118 a year ago.

The Board of Directors is recommending a final dividend
of HK5.7 cents per share at the upcoming Annual
General Meeting on 5th September, 2005. This,
together with the interim dividend of HK2.8 cents per
share, will make a total dividend of HK8.5 cents per
share for the full year (2003/2004 total dividend:
HK8.5 cents per share). On top of that, in view of our
strong cash position, the Board of Directors is also
recommending a special dividend of HK10.0 cents per
share (2003/2004 special dividend: HK5.0 cents per

share).

GENERAL REVIEW
The year under review witnessed an apparent

improvement of market sentiments and a better

Vitasoy International Holdings Ltd.

WINSTON YAU-LAI LO
EXECUTIVE CHAIRMAN

BRI
PTER

operating environment for businesses in general.
Despite these favourable developments, challenges
for the non-alcoholic beverage industry still abounded
as competition in both the domestic and overseas
markets intensified. However, with its brand superiority,
market leadership, product innovation capabilities and
marketing strengths, the Group was able to implement
with success its customer-focused and market-focused
business strategies that delivered stable growth in both

revenue and profit attributable to shareholders.

In Hong Kong, the economy rebounded strongly from
the impact of SARS in 2003. Individual sectors were
able to benefit from the influx of the Mainland China
tourists under the Individual Visit Scheme and the
positive effects of the Closer Economic Partnership
Arrangements (CEPA). However, for the non-alcoholic
beverage industry, competition in this market remained
intense and the industry's performance did not really
reflect the improvement of the economy and fell by
2% in value instead. Notwithstanding this environment,

the Group continued to focus on brand building,
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product development and innovative marketing,
resulting in healthy sales growth and higher profitability.
Our tuck shop business also grew in terms of both
income and market share as our tuck shop network
continued to expand in Hong Kong. Exports from
Hong Kong grew strongly as we continued to launch

new products and penetrate new markets.

For Vitasoy USA Inc., the year under review was
a period of change. A new management team is now
in place. During the year, the Group implemented a
number of initiatives to reduce operating loss and
achieve business growth. These included the
consolidation of Tofu manufacturing in the plant in
Ayer, Massachusetts, the exit from the unprofitable
Refrigerated Soymilk business, the engagement of a
new co-packer for Aseptic Soymilk, and major
improvements made in supply chain operations. The
purpose of these initiatives was to ensure a sharper
business focus in the US, to keep abreast of market
needs, to enhance our competitiveness and to maximise
the utilisation of the production capacity of the Ayer
plant. Today Vitasoy USA Inc. has transformed into
a more market-oriented company with higher
productivity and operational efficiency. We have
achieved the original target of narrowing our operating
loss in the US. Profitability should improve as annual
savings of more than HK$10 million are expected after
the consolidation. During the year, we also introduced
a robust product development process to allow our
marketing team and research and development team
to work closely together to anticipate and meet market

demands.

In Mainland China, we started implementing a new
strategy of "core business, core brand and core
competency”. Investment was made to reinforce our

core brand for Soymilk and to enhance our core

Vitasoy International Holdings Ltd.

CHAIRMAN'S STATEMENT

competency in order to build our market leadership.
The results have been very satisfactory. With a sharper
focus only on products with higher profit margins,
sales fell in the first half of the year as expected but
started to rebound in the second half. More importantly,
we achieved our goal of raising our profitability in this
market, despite the rise in material costs, power
shortage and higher transportation costs. Our Shenzhen
plant continued to be profitable whereas our Shanghai
plant also improved in capacity utilisation and cash

flow.

The Group's performance in Australia and New Zealand
was very encouraging in the past year as demands in
these markets continued to grow. Sales and profit
grew strongly, driven primarily by a successful product
innovation programme and effective marketing and
promotion. In addition to growing our sales and profit,
we also secured larger market shares and made much

headway in building our brand in these two markets.

OUTLOOK AND STRATEGY

Looking ahead, we believe that in the foreseeable
future the world economy is still subject to some
uncertainties caused by rising US interest rates, oil
prices and commodity prices. For the non-alcoholic
beverage market in particular, price competition and
consumers’ changing preferences are likely to remain

key challenges.

The Group is committed to maximising shareholder
value and being the preferred supplier for customers.
With our strong capabilities and track record, we will
continue to enhance our competitiveness by pursuing
a market-oriented and customer-oriented business
strategy that focuses on brand building, product
innovation and aggressive marketing in all the markets
where we chose to develop. One of our priorities is

to further enhance the vitality of our brands by investing
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in promotion initiatives. This is crucial for boosting
our share and leadership position in our major markets.
While we will strive to lower the costs of materials
through supply chain management and expanding
our sourcing network, we will also continue to enhance
our manufacturing and distribution processes to ensure

higher efficiency and possibly savings as well.

Hong Kong

In Hong Kong, as the economy revives and consumer
confidence returns, deflationary pressure on the
beverage sector would probably subside and overall
growth seems more likely in the coming year after a
prolonged period of contraction. However, as
mentioned above, price competition will remain a key

challenge.

To sustain the growth of sales and profit in Hong
Kong, we consider it a priority to continue developing
new products while adding new elements and values
to existing products. We are determined to make
further investment in the healthy Soymilk category to
take advantage of the current trend of healthy dieting.
At the same time, we will also be focused on further
boosting the sales of Tea and Juice Drinks that have
already garnered wide support from customers. For
example, in April 2005 we have launched CALCI-PLUS
Oat Soymilk that carries the health benefits of both
soy and oat, and have also added a new member to
the existing VITA TSING SUM ZHAN range, namely,

Grapefruit Lemon Drink.

Our consumer-oriented product innovation programme
will help ensure that our products can meet customers'
precise needs and drive the growth of sales. We will
also continue to invest in brand building and capitalise
on our brand portfolio to expand our market share.
Meanwhile, with the market's growing recognition
of the quality of our products and service, our school
tuck shop business is expected to further expand and

capture a larger market share in the coming year.

Vitasoy International Holdings Ltd.

CHAIRMAN'S STATEMENT

North America

[t appears that the market environment in the US will
remain tough in the coming year. However, with the
drastic changes we have made to our operation and
business structure as well as the measures we have
taken to increase competitiveness, our US operation
now enjoys a higher degree of flexibility and is in a
much better position to capture sustainable sales,
narrow operating loss and achieve profitability in the

foreseeable future.

Regarding product development, our strategy remains
to focus on products with unique values. As many US
consumers become more health-conscious, we are
increasingly emphasising that VITASOY products are
premium quality, and can provide specific health
benefits. In order to deliver that message, and to
better explain the health benefits of our products, we
are building relationships with health care professionals
and with the media. We are also increasing our direct
contact with consumers. A new Aseptic Soymilk —
VITASOY COMPLETE — has been introduced, and a
new beverage for weight management is currently in

test market.

Mainland China

The focus in Mainland China has been the Dairy Milk
category due to the preference of the mainland
consumers whereas the growth of the Soymilk category
would remain slow. We would expect the severity of
price competition in the Dairy Milk sector to abate in
the coming year, this should allow us to allocate more
resources for improving distribution efficiency in core
cities in southern and eastern China so that we could
achieve higher sales and profit growth, and at the
same time strengthen our brands' market presence.
Regarding Soymilk, we will continue to be proactive
with a measured pace by leveraging our strong brands

to expand gradually in this market.
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Through cooperative packaging arrangement, we will
further increase the utilisation of our plant capacity
to ensure bottom-line improvement. The Shanghai
plant has already established very strong and mutually
beneficial relationship with a leading local dairy
company through a co-packing contract that was
renewed last year. The business thus generated can
be extended to the Shenzhen plant to achieve higher
synergy and better utilisation of resources. Our
successful experience in the co-packing business has
enhanced our confidence in pursuing similarly profitable

co-packing leads in Mainland China.

The long-term benefits of CEPA should not be
underestimated. We are closely monitoring and
exploring the market opportunities that have arisen
or will arise in the course of time. Our aim is to increase
our product offerings and build up a large product
portfolio in the Mainland China market by importing

from Hong Kong.

Australia and New Zealand

We believe these markets will flourish and the prospects
for the VITASQY brand of products are bright. Double-
digit growth is expected to continue in the coming
year and the contribution of the Wodonga plant to

the Group's revenue and profit should increase.

Growth in the coming year will be driven by new
products. In order to better sustain our advantages
in this vibrant market and to ensure higher growth
and operational efficiency, we remain open to new

opportunities and options that may arise.

In May 2005, San Miguel Corporation ("San Miguel"),
through its wholly owned subsidiary in Australia, has
successfully obtained the controlling interest of National

Foods Limited, our joint-venture partner in Australia.

Vitasoy International Holdings Ltd.

CHAIRMAN'S STATEMENT

National Foods Limited has been a reliable business
partner for the Group and San Miguel enjoys a strong
market position in Oceania, South East Asia and
Mainland China respectively. We have been in
discussion with the two companies to understand
their positions but at this stage we do not foresee any
immediate significant impact on us and we will
continue to pursue growth and expansion in Australia

and New Zealand.

THE BOARD OF DIRECTORS
Mr. Chi-kian SHIU, former Non-executive Director of
the Board, was re-designated Independent Non-

executive Director, effective 10th September, 2004.

Mr. Frank Yau-yee LO resigned as Non-executive
Director of the Board for personal reasons with effect
from 19th January, 2005. Mr. Fransis Ming-yin KONG
resigned as Executive Director of the Board for personal
reasons with effect from 18th April, 2005. We thank
them for their valuable contribution in the past and

wish them all the best.

VOTE OF THANKS

| wish to thank the Board of Directors for their wise
counsel and guidance. | also wish to thank our
shareholders, customers and business partners for
their continued trust and support. Last but not least,
I thank the staff of our operations worldwide for their
commitment and good work that are crucial to the

success of the Group.

Winston Yau-lai LO
Executive Chairman
5th July, 2005
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TURNOVER

Riding on the growth momentum gathered in the first
half of fiscal 2004/2005 due mainly to the strong post-
SARS recovery in Hong Kong and the Group's fast
expansion in Australia, turnover continued to rise in
the second half as growth was registered in Hong
Kong, Mainland China and Australia respectively. Total
turnover for the year ended 31st March, 2005 was
HK$2,380 million, up 4.9% from HK$2,269 million
a year ago.

In the Hong Kong domestic market, sales turnover
was up by a healthy 7.0%, outperforming the local
non-alcoholic beverage market. Export sales generated
by the Hong Kong operation rose by 18.8%. Australia
and New Zealand recorded strong sales growth, up
35.7%. This increase was partly attributable to foreign
exchange gains. Should these gains be excluded, sales
in this market would have grown by 29.2% over the

previous year. In Mainland China, despite a double-
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highly proactive in further improving our production
efficiency and supply chain management. The strategy
of making Mainland China our chief source of materials
while continuing to explore alternative sources in other
parts of the world has been effective in containing
costs. In addition, the utilisation rate of the Shanghai
plant continued to improve with the contractual
packaging cooperation arrangement. All these
contributed to the rise in the Group's gross profit and
gross profit margin.

DISTRIBUTION, ADMINISTRATIVE AND OTHER
OPERATING EXPENSES

Marketing, selling and distribution expenses were
HI§$_9_1 6 million, up 4.6% due mainly to the Iaurlghm_
of more aggressive marketing and promotion
campaigns — particularly in the first half of the year
— to boost sales and to reinforce our brands and
market position. However, notwithstanding fierce price
competition, the rise in these expenses was partially
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offset by our disciplined approach regarding price

discounts and promotions.

Administrative expenses amounted to HK$159 million,
down 2.5%. Other operating expenses amounted to
HK$124 million, compared to HK$117 million last
year. Total operating expenses amounted to 50.4%
of sales (2003/2004: 50.9%).

RESTRUCTURING COST

During the year under review, the initiative to exit the
Refrigerated Soymilk business in the US and consolidate
all production facilities at the plant in Ayer,
Massachusetts proceeded smoothly as planned. As a
result of that, the Group incurred a total of HK$25
million as restructuring and other exit costs in North

America.
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OPERATING PROFIT AND EARNINGS BEFORE
INTEREST, TAXATION, DEPRECIATION AND
AMORTISATION EXPENSES (EBITDA)

Excluding the one-off restructuring cost, EBITDA for
the year amounted to HK$308 million (2003/2004:
HK$261 million), an increase of 18.0% resulting from

improved sales and operational efficiency.

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

For the year ended 31st March, 2005, profit attributable
to shareholders was HK$124 million, an increase of
6.9% from HK$116 million a year ago. Excluding
the restructuring cost, the net profit was HK$149
million. This marked a significant rebound from the

16.5% year-on-year decline in 2003/2004.

LIQUIDITY AND FINANCIAL RESOURCES

With cash inflow from operating activities increasing
to HK$279 million (2003/2004: HK$227 million), the
Group's financial position has remained strong. As
at 31st March, 2005, the Group was in a healthy net
cash position of HK$364 million (31st March, 2004:
HK$270 million). Banking facilities available to but
not used by the Group amounted to HK$338 million.

As at 31st March, 2005, the Group's borrowings
amounted to HK$169 million (31st March, 2004:
HK$181 million). The maturity profile of the borrowings
was spread over a period of five years, with HK$154
million repayable in the first year, HK$5 million in the
second year and HK$10 million in the remaining three
years. The borrowings denominated in US dollar,
Renminbi and Australian dollar were the equivalents
of HK$19 million, HK$35 million and HK$115 million
respectively. The gearing ratio (total borrowings /
shareholders' equity) was 13.5% (31st March, 2004:
14.5%).

The Group incurred capital expenditure totalling HK$53
million in 2004/2005 (2003/2004: HK$66 million),
which was primarily funded by cash generated from

various operations.

Vitasoy International Holdings Ltd.
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CHARGES ON GROUP ASSETS

As at 31st March, 2005, certain assets of the Group
with an aggregate carrying value of HK$37 million
(31st March, 2004: HK$47 million) were pledged to

secure loan facilities used by the Group.

FINANCIAL RISK MANAGEMENT

The Group exercises a reasonable degree of prudence
with regard to financial risk management. It operates
a central cash and treasury management system for
all its subsidiaries. All transactions are related to the
business needs of the Group. Borrowings are normally
taken out in local currencies by the Group's operating
subsidiaries to fund and partially hedge their

investments.

The financial risks faced by the Group are mainly
connected with interest rates and exchange rates.
The Group makes use of financial instruments, where
appropriate, to manage those risks. At the close of
fiscal 2004/2005, the Group had no significant
exposure under foreign exchange contracts or financial

derivatives.

EMPLOYMENT, TRAINING AND DEVELOPMENT

The Group is fully aware of the need to make the best
use of its human resources to maximise productivity
and therefore adopts a pragmatic approach in human
resources management. As at 31st March, 2005, the
number of full-time staff stood at 2,303, a slight

decrease of 0.8%.

In terms of staff development, the Group has continued
to support a wide range of skills training and staff
development programmes in all its regional operations,
with a view to helping the staff to upgrade themselves
and develop the skill sets needed for driving the growth
and meeting the corporate goals of the Group. The
Group also offers incentives to encourage employees

to attend external training and education programmes.

The Group is also fully committed to ensuring the
safety and health of its employees. The safety and

health committees established in the Group's various
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operations are responsible for constantly improving
safety and health in the workplace by carrying out
risk assessment of work sites regularly and by
establishing policies and guidelines for improvement
and taking corrective action where necessary. Regular
and intensive training on safety and health is also

provided for staff.

The Group's remuneration policies and packages
remained unchanged during the year. The remuneration
packages for the staff (including executive directors)
that covered basic salaries, discretionary bonuses,
share options and other long-term benefits were
pegged to the Group's and individual employees'
performance, and were meant to reflect the value
generated by everyone during the year. The Group
implements an appraisal system that aims at rewarding
those who perform well and raising the overall

competence and productivity of its workforce.

SERVING THE COMMUNITY

In the year under review, we continued with our
commitment to actively promote a healthy lifestyle
and play our role as a responsible corporate citizen

by supporting or donating to community activities.

Vitasoy Hong Kong supported a number of health
campaigns, seminars and exhibitions organised by the
Chinese University of Hong Kong, The University of
Hong Kong and health-related organisations
respectively to arouse public awareness of the
importance of health and a healthy diet. Vitasoy Hong
Kong also supported fund raising activities organised
by charitable organisations in Hong Kong to help the
needy. Vitasoy USA donated drinks to a number of
voluntary agencies in the US to help the
underprivileged. To help promote education and
sports, Vitasoy participated in various activities in Hong
Kong and overseas. In Hong Kong, we supported
events organised by both government and non-
government education and cultural bodies. Vitasoy
USA supported a number of events to promote a

healthy lifestyle among Asian youngsters.

Vitasoy International Holdings Ltd.
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Through donations, Vitasoy Hong Kong continued to
help various charitable bodies during the year, including
the Outward Bound Trust of Hong Kong Limited and
the Community Chest of Hong Kong. Vitasoy China
donated to a fund raising education programme to
help needy students in remote regions in Guangming,
Guangdong Province. The Group's employees also
participated in community activities, including a fund-
raising campaign in January 2005 to help the victims
of the South Asian Tsunami, the Corporate and
Employee Contribution Programme of the Community
Chest of Hong Kong and the Oxfam Trailwalker 2004.

RECOGNITIONS AND AWARDS
During the year, the Group won recognitions and
awards for its corporate citizenship and other business-

related achievements.

The Group received the Caring Company Award
organised by the Hong Kong Council of Social Service
for providing a caring environment for the staff, giving
to the community and demonstrating corporate
citizenship. Vitaland Services Limited was granted the
Employees Gold Star Award for the third consecutive
year by the Employees Retraining Board for its active

participation in employee retraining programmes.

VITA GOR YIN HAI "PE Class" and "Basketball" TV
commercials won the Silver Award (non-alcoholic
beverage category) in the Times International Chinese
Advertising Award 2004. VITASOY won the "Yahoo!
Emotive Brand Awards" in the beverage category for
the third consecutive year. VITA Juice Drinks won the
Gold Award in the juice category of Readers’ Digest
Hong Kong SuperBrands 2005. VITASOY was elected
by Shanghai citizens as one of their Top Ten Favourite
Hong Kong Brand Names in the "2004 Hong Kong
Brands & Products Expo" organised by the Chinese
Manufacturers' Association of Hong Kong. VITASOY
Soymilk Drink was named a "Chinese Famous Brand"
by the Chinese Quality Monitoring and Testing

Association.
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HONG KONG O

Production Efficiency EEME
Revenue $1,331 million $1,220 million 9.1%
WA 1,331,000,0007T 1,220,000,0007T
Segment Result $211 million $187 million 12.8%
DEPEE 211,000,0007T 187,000,0007T
Segment Net Operating Assets $458 million $488 million (6.1%)
DEFEEEE 458,000,0007T 488,000,0007T

The Group's production plant in Tuen Mun supports both domestic
sales in Hong Kong and exports to markets in Europe, Macau,
Southeast Asia and the Americas. For the year ended 31st March,
2005, the revenue generated by the plant and the tuck shop
business reached HK$1,331 million, an increase of 9.1% over the
previous year. The segment result for the same year was HK$211
million, representing a strong growth of 12.8%.

With a view to maintaining our leading position and growing our
share in the Hong Kong beverage market, we continued to focus
on brand building and productivity improvement. Healthy sales
growth and improved profitability were achieved in the year under

review.

Market Performance
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Revenue — Hong Kong Domestic Market $1,547 million $1,446 million 7.0%
WA —BERETIS 1,547,000,0007T 1,446,000,0007T
Revenue - Export Markets $76 million $64 million 18.8%
WA~ A5 76,000,0007T 64,000,0007%

Vitasoy International Holdings Ltd.



HONG KONG (continued)

Market Performance (continued)

(1)

)

Hong Kong Domestic Market

While the Hong Kong economy continued to recover from
the 2003 downturn, competition in the non-alcoholic
beverage industry remained intense and the industry’s
performance did not keep abreast of Hong Kong's GDP
growth but instead fell by 2% in value.

Notwithstanding the market conditions, the Group achieved
a healthy sales growth of 7.0% for two main reasons. Firstly,
our investment in product development paid off well as our
new value-added products appealed to a broader consumer
base. The newly launched range of VITA GOR YIN HAI “Icy
Shake"” Fruity Teas targeting young consumers helped
increase our brand's share in this market. We also launched
VITA TSING SUM ZHAN for consumers looking for taste,
health value and good ways to feel at ease. The VITA LIGHT
Chrysanthemum Tea and new flavours in the CHA T DIN
range of PET (plastic bottle) drinks were also welcomed by
the market. The re-launching of CALCI-PLUS as a Soymilk
with health elements in addition to high calcium and low
fats was a success. Secondly, by increasing the level of
investment to reinforce our brands, we were able to further
strengthen the Group’s market position and outperform the
local non-alcoholic beverage market.

The Group’s tuck shop business operated under Vitaland
Services Limited continued to thrive as the market became
increasingly demanding as regards the quality of products
and services. By 31st March, 2005, the number of tuck shops
reached 298, an increase of 15.1% from 259 a year earlier.
Hong Kong Gourmet Limited, the Group’s modern kitchen
facility for catering, also recorded a healthy growth in revenue
of 14.5%. In order to serve schools in the eastern part of the
New Territories, a new reheat centre has been established in
Shatin.

Export Markets

Our export sales sustained a strong year-on-year growth of
18.8% as we continued to break into new markets and
launch new products in existing markets. Sales growth was
particularly strong in Macau as the economy flourished with
the expansion of the gambling industry.
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NORTH AMERICA b 3N

Production Efficiency EEME
Revenue $415 million $442 million (6.1%)
KA 415,000,0007T 442,000,0007T
Segment Result ($37 million) ($44 million) 15.9%
DEBELE (37,000,0007T) (44,000,0007T)
Segment Net Operating Assets $196 million $219 million (10.5%)
DEFEEEE 196,000,0007C 219,000,0007T

The Group’s production plants in Massachusetts and California
support the North American market. During the year, these plants
generated HK$415 million in revenue, a decrease of 6.1%.
Excluding the cost incurred for restructuring, the segment result
was an operating loss of HK$37 million, down from HK$44 million
a year ago.

AREBR G RINMN 2 EEREHELLSE
N5 - FR - ZERE 2 BRA BB
415,000,0007T * T6.1% ° MBREMAM
20 EbFE AR RIS 48 & 1R /8 537,000,000
T KR K F 95 #544,000,000T °

Market Performance mHERR
Revenue — North American Market $468 million $496 million (5.6%)
WA —IEZEMTS 468,000,0007C 496,000,0007C

The market for soy foods in the US continued to grow but at a
slower rate. The Refrigerated Soymilk category, though growing,
was dominated by two major manufacturers whereas the market
for Aseptic Soymilk continued to contract. With the introduction
of Seasoned Tofu, the Tofu category has been growing since 2002.
However, many retailers were reducing the shelf space for Tofu
and Aseptic Soymilk and more retailers treated these products as
commodities.

The Group decided to exit its Refrigerated Soymilk business in
North America so that more resources could be allocated for the
development of new products. It also decided to consolidate all
production facilities at the plant in Ayer, Massachusetts. These
moves proceeded smoothly as planned.

The Group's revenue generated from the North American market
was HK$468 million, down 5.6% from last year. This drop was
attributable partly to the lower demand for Aseptic Soymilk in the
US market and partly to our exit from Refrigerated Soymilk.
However, Tofu sales grew at a rate of 5.0% and we also continued
to increase our market share and maintain our market leadership
in this category.

Vitasoy International Holdings Ltd.
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MAINLAND CHINA

EE1PN

Production Efficiency EEME
Revenue $485 million $499 million (2.8%)
WA 485,000,000 499,000,000
Segment Result $56 million $46 million 21.7%
DESEAE 56,000,0007T 46,000,0007T,
Segment Net Operating Assets $217 million $257 million (15.6%)
NEFEERE 217,000,0007T 257,000,0007T,

The Group’s production plants in Shanghai and Shenzhen support
the Mainland China and Hong Kong markets.

During the year under review, the two HACCP-accredited plants
generated revenue amounting to HK$485 million, a slight drop of
2.8%. The segment result for the year was HK$56 million, up
21.7% from HK$46 million in 2003/2004.
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Market Performance miERE
Revenue — Mainland China Market $133 million $148 million (10.1%)
WA — R B AFETT5 133,000,0007C 148,000,0007T

Severe price competition presented a major challenge to the dairy
segment in Mainland China. The retail price of Dairy Milk dropped
significantly, which impacted the ready-to-drink beverage sector
severely, while the growth of the Soymilk market was still slow.

During the year, we implemented a new business strategy to
focus on products with a higher profit margin and introduced
price increases in Eastern China. The main purpose was to raise
profitability, though sales revenue from the Mainland China

market might fall temporarily.

REIARE RS 2 E ERBIER 2
EREF - EERITEBRAK - /A
BRBITEHRRBERE  ANFENTHZ
BRDNEE

AEERFREENEGRERE - EHE
TREEHNEZER  AREERIBERS
(B o gD BIARE 2 SHE WA BEELL T
R BHERBEERTAFT
A

HADEREEERAF



030

ANNUAL REPORT 5
2004/05

AND ANALYSIS
EEE 2 TR R AT

MAINLAND CHINA (continued)

Market Performance (continued)

Revenue from the Mainland China market dropped by 22.8% in
the first half. However, the combined effect of brand building,
streamlined product portfolios and healthier margins enabled
Vitasoy China to grow its sales by 10.7% in the second half of the
year. The Group’s Mainland China operation generated revenue
amounting to HK$133 million, a decrease of 10.1% from last

year.

The Shanghai plant’s successful renewal of the co-packing contract
with one of the largest dairy manufacturers in Mainland China
has ensured our closer cooperation and contributed significantly

to both capacity utilisation and earnings.

Vitasoy International Holdings Ltd.
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AUSTRALIA AND NEW ZEALAND

BN B A B

Production Efficiency EEME
Revenue $149 million $109 million 36.7%
WA 149,000,0007T 109,000,000
Segment Result $10 million $1 million 900.0%
DEEE 10,000,0007T 1,000,0007T,
Segment Net Operating Assets $164 million $164 million -
NEFEEERE 164,000,0007T 164,000,0007T

The Group's joint-venture plant in Wodonga, Victoria supports
the Australian and New Zealand markets. For the twelve months
to 31st March, 2005, the plant generated HK$149 million in
revenue, representing a strong increase of 36.7%. The segment

result was HK$10 million, up 900.0% over the previous year.

Market Performance
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Revenue — Australian and New Zealand Market
WA — BN R F R TS

The market for Soymilk (including flavoured Soymilk and Rice Milk)
continued to grow steadily in both Australia and New Zealand,
expanding by 6.6% and 9.5% respectively. This growth was partly
driven by VITASOY, which grew its sales volume by 31% and 24%

respectively in these two countries.

The Group’s share in these markets also continued to rise, reaching
nearly 19% in Australia and 36% in New Zealand.

The encouraging performance of the Group in these markets
reflected the success of a product innovation programme
implemented since last year and our effective marketing and
promotion campaigns. VITASOY Rice Milk and LUSH Chocolate
Soymilk continued to grow in sales whereas the more recently
launched VITASOY SO MILKY Soymilk also established its popularity
in the market.
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We are firmly committed to statutory and regulatory corporate
governance standards and adherence to the principles of corporate
governance emphasising transparency, independence,
accountability, responsibility and fairness.

Code of Best Practice and Code on Corporate Governance Practices

The Company has, throughout the year ended 31st March, 2005,
complied with the Code of Best Practices set out in Appendix 14
of the Main Board Listing Rules (the “Listing Rules”). The Code of
Best Practices was replaced by the Code on Corporate Governance
Practices which has become effective for accounting periods
commencing on or after 1st January, 2005. The Company has, to
a certain extent, applied the principles and complied with code
provisions and the recommended best practices of the Code on
Corporate Governance Practices throughout the year ended 31st
March, 2005.

Board of Directors

The Board currently comprises five Non-executive Directors and
three Executive Directors. Three of the Non-executive Directors
are independent.

The Company has received, from each of the Independent Non-
executive Directors, an annual confirmation of his independence
pursuant to Rules 3.13 of the Listing Rules. The Company considers

all of the Independent Non-executive Directors to be independent.

Under the Company’s current Articles of Association, all Directors
are subject to retirement by rotation and their re-election is subject

to approval by shareholders at the Annual General Meeting.

Vitasoy International Holdings Ltd.

CORPORATE GOVERNANCE

AEEFETEEMEER
ABBIEERE - BL
FzRRERRA

REEATARECEERERTA

AATRBE-_ETRE=A=1+—ALF
E—EETERETARR ([ ETRA) sk
14FT#E 2 SEEASTR - SEERATRER
R-ZETRF— A B2 EFB 2T
MM EE AT TRIETEU o AR F]
REZE-_TERF=-A=1+—HIEFERE
—ERE AT EEARTHRTAZRA
KB THARTREE REEHEHETR

Exg
EESRARMSETERN=UNITES
MK o HR=fFRITESRBIYAL -

AARIEWE BB IFATESRE LT
BUESERIEICS = 47 v AVA i uupod K
RE - ARAIRBRBEILFRITEFEEE
AT e

REARBREERMAR - MEESEHEAR
BER  UWAERRBFAS LEARRH
e I EEBAE o



Board of Directors (continued)

The Board met six times in fiscal year of 2004/2005 to review the
financial and operating performance of the Group and to consider
and approve the annual budget for the Group. Individual

attendance of each Board member at these meetings is as follows:

EE2(®

i E/ THURFENERSH
FEN mA ANERE I REER
o &%J’%Eﬁiﬁt/ﬂiﬁlziﬁ‘ﬁg cEE

ERMERZEGRIHFEERRIINT

Independent Non-executive Directors BIEHITES
Dr. The Hon. David Kwok-po LI FEEHELT 6/6
Mr. lain F BRUCE mBthE 6/6
Mr. Chi-kian SHIU AR ER () 5/6
Non-executive Directors FHITEE
Ms. Myrna Mo-ching LO ERELT 6/6
Mr. Frank Yau-yee LO BRERE (ii) 2/4
Ms. Yvonne Mo-ling LO BRISH+ 6/6
Executive Directors HITES
Mr. Winston Yau-lai LO — Chairman BREBEE — 8 6/6
Mr. Fransis Ming-yin KONG JIRRESAE (iii) 6/6
Mr. Eric Fat YU RESTE 6/6
Mr. John Shek-hung LAU 2SS S 6/6
Notes: BIEE

(i)  Re-designated from a Non-executive Director to an Independent Non-

executive Director on 10th September, 2004.
(i) Resigned as a Non-executive Director on 19th January, 2005.
(ili)  Resigned as an Executive Director on 18th April, 2005.

System of Internal Controls

The Board recognises its overall responsibility for the establishment,
maintenance and review of a system of internal control that
provides reasonable assurance on the reliability and integrity of
financial and operational information, effective and efficient
operations, safeguarding of assets and compliance with laws and
regulations. The system of internal control is designed to manage
rather than eliminate all risks of failure while its goal is to provide
reasonable, not absolute, assurance regarding the achievement

of organisational objectives.
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Board Committees

The Board has established an Executive Committee, an Audit
Committee and a Remuneration and Nomination Committee
(formerly known as Compensation Committee).

Executive Committee

The Executive Committee was established in 2001. Its current
members include all three Executive Directors, who are:

Mr. Winston Yau-lai LO
Mr. Eric Fat YU
Mr. John Shek-hung LAU

Mr. Fransis Ming-yin KONG resigned as Director on 18th April,
2005. He was a member of the Executive Committee prior to his
resignation.

The Executive Committee operates as a general management
committee under the direct authority of the Board to deal with
certain operational matters of the Group.

Audit Committee

The Audit Committee was established in 1999. Its current members
include three Independent Non-executive Directors, who are:

Mr. lain F. BRUCE (Chairman)

Dr. The Hon. David Kwok-po LI

Mr. Chi-kian SHIU (re-designated from a Non-executive Director
to an Independent Non-executive Director on 10th September,
2004)

The Audit Committee’s terms of reference are to make
recommendation to the Board on the appointment, reappointment
and removal of the External Auditors and any questions of
resignation or dismissal, their audit fees, matters relating to the
independence of the External Auditors; to meet with the External
Auditors to discuss the nature and scope of the audit, and matters
of concern when requested to do so by the External Auditors; to
review the interim financial report and annual financial statements
before they are submitted to the Board; to discuss problems and
reservations arising from the interim review and final audit, and
any other matters the External Auditors may wish to discuss, and
to review the External Auditors’ management letter and
management’s response; to review the internal audit programmes
and to ensure co-ordination between the Internal and External
Auditors, and ensure that the internal audit function is adequately
resourced and has appropriate standing within the Group; and to
consider any findings of major investigations of internal control
matters as delegated by the Board or on its own initiative and
management’s response.

Vitasoy International Holdings Ltd.
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Board Committees (continued)

Audit Committee (continued)

The Audit Committee met twice in fiscal year of 2004/2005.
Individual attendance of each Committee member at these
meetings is as follows:

EEZEE (@)

BERZEEE (B)

R-ZTN,/ ST ANRFEREZEZS
SHEAGMA - SHERZESH I HEX
RINAT

Independent Non-executive Directors

Mr. lain F. BRUCE — Chairman
Dr. The Hon. David Kwok-po LI
Mr. Chi-kian SHIU

In Attendance:

Chief Financial Officer
Internal Auditor
External Auditors

The Audit Committee of the Board has reviewed the 2004/2005
financial statements with management and the Company’s
External Auditors, and recommended its adoption by the Board.

Remuneration and Nomination Committee

The Compensation Committee was established in February, 1994
and was renamed as “Remuneration and Nomination Committee”
on 2nd February, 2005, with increased scope of authority. This
Committee now comprises three Independent Non-executive Directors
and two Non-executive Directors and its current members are:

Independent Non-executive Directors

Dr. The Hon. David Kwok-po LI (Chairman)
Mr. lain F. BRUCE

Mr. Chi-kian SHIU

Non-executive Directors
Ms. Myrna Mo-ching LO
Ms. Yvonne Mo-ling LO

BYEHTES

mELEE—EF 2/2
ZHEHT 2/2
BRRER S A 2/2
HIfE -

B BB 2/2
N EBAZ BT 2/2
HNEEAZ BRED 2/2
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Board Committees (continued)

Remuneration and Nomination Committee (continued)

The Committee was set up to consider and approve the
remuneration packages of the senior employees of the Group,
including the terms of salary and bonus schemes and other long-
term incentive schemes. The Committee also reviews the structure,
size and composition (including the skills, knowledge and
experience) of the Board from time to time and recommends to
the Board on appointments of Directors and the succession

planning for Directors.

The Committee met three times in fiscal year of 2004/2005.
Individual attendance of each Committee member at these

meetings is as follows:

CORPORATE GOVERNANCE

ExZ82 (@)

FHRIEEZESE (B
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BiEfASE - BEFe REA S REME
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Independent Non-executive Directors BYEHTES

Dr. The Hon. David Kwok-po LI — Chairman ZHEHLT—EF 3/3

Mr. lain F BRUCE matiE 3/3

Mr. Chi-kian SHIU APERR S 2/3

Non-executive Directors FHITES

Ms. Myrna Mo-ching LO EREZT 3/3

Mr. Frank Yau-yee LO BERFEITE (i) 12

Ms. Yvonne Mo-ling LO BRREL 3/3

Executive Director TESE

Mr. Winston Yau-lai LO ERIBEAE (i) 2/2

In Attendance: HIFE -

Executive Director HITES

Mr. Winston Yau-lai LO BRIELE (i) 11
Notes: 5T

(i) Resigned as a Non-executive Director on 19th January, 2005.

(i) Ceased to be a member of the Committee on 2nd February, 2005.

Vitasoy International Holdings Ltd.
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Internal Audit

The Group Internal Audit Department supports management by
carrying out a systematic approach to evaluate the risks and
improve the effectiveness of the internal control systems of all
levels of the companies in the Group. The Audit Committee
endorses the audit plan annually. The Group Internal Auditor has
unrestricted access to all parts of the business, and direct access
to any level of management as he considers necessary. The Group
Internal Auditor reports his findings and the agreed corrective
actions to senior management responsible for the area audited.
He also reports regularly the results of the reviews in a summary
to the Audit Committee.

External Auditors

KPMG has been appointed as the External Auditors of the
Company by shareholders at the Annual General Meeting annually.
An amount of HK$3.0 million (2004: HK$2.9 million) was charged
to the 2004/2005 financial statements of the Company and
subsidiaries for KPMG's statutory audit and tax services. The
amount for other services provided by KPMG for the Company
and subsidiaries during the year was relatively small.

Model Code for Securities Transactions

The Group has adopted, on 9th September, 2004, its own Code
for Securities Transactions by Directors (the “Code"), that follows
the Model Code for Securities Transactions by Directors of Listed
Companies contained in Appendix 10 of the Listing Rules. Specific
enquiry has been made of all Directors, and Directors have
confirmed that they have complied with the required standard set
out in the Code for the year ended 31st March, 2005.

Investor Relations

We believe accountability and transparency are indispensable for
ensuring good corporate governance and, in this regard, timely
communication with our shareholders, including institutional
investors, is crucial. We manage investor relations systematically
as a key part of our operations.

We maintain a website (www.vitasoy.com) to keep our
shareholders and the investing public posted of our latest business
developments and to disseminate shareholder information.

During the year, we continued to follow a policy of maintaining
an open and regular dialogue with institutional and minority
shareholders, fund managers, analysts and the media through
different means, including meetings, presentations, telephone
conferences, correspondence, media briefings and press releases
to distribute information on the Group’s latest developments and
strategies. We also continued to be proactive in responding to
general enquires raised by the investing public, individual and
institutional investors and investment analysts.
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Executive Chairman

Mr. Winston Yau-lai LO, aged 64, is the Executive Chairman of
the Group. Mr. Lo was appointed a Director of the Company in
1972. He is principally responsible for the Group’s long-term
strategic development. Mr. Lo is @ member of The National
Committee of the Chinese People’s Political Consultative
Conference and the Court of Hong Kong University of Science
and Technology. He is the vice president of the Council of Outward
Bound Trust of Hong Kong and a director of The Bank of East
Asia, Limited, The East Asiatic Company Limited A/S and Ping Ping
Investment Company Limited. He is the brother of Ms. Myrna
Mo-ching LO and Ms. Yvonne Mo-ling LO.

Independent Non-executive Directors

Dr. The Hon. David Kwok-po LI, aged 66, was appointed a
Director of the Company in 1994. Dr. Li is the chairman and chief
executive of The Bank of East Asia, Limited. He is the chairman of
the Chinese Banks' Association, Limited and the Hong Kong
Management Association. He is a member of the Exchange Fund
Advisory Committee and the Banking Advisory Committee. He is
also a member of the Legislative Council of the Hong Kong Special
Administrative Region. He serves on the boards of several publicly

listed companies in Hong Kong and overseas.

Mr. lain F. BRUCE, aged 64, was appointed a Director of the
Company in 2001. Mr. Bruce joined KPMG Hong Kong in 1964
and was its senior partner from 1991 to 1996. He is now the
chairman of KCS Limited and serves on the boards of several
publicly listed companies in Hong Kong and overseas.

Mr. Chi-kian SHIU, aged 73, was appointed a Director of the
Company in 1987. Mr. Shiu was a director of South China Cinema
& Investment Company Limited with which he had been associated
since 1952.

Vitasoy International Holdings Ltd.
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BOARD OF DIRECTORS (continued)

Non-executive Directors

Ms. Myrna Mo-ching LO, aged 66, was appointed a Director of
the Company in 1992. Ms. Lo is a member of the Docent
Committee and Bishop White Committee of the Royal Ontario
Museum in Toronto, Canada. She is the sister of Mr. Winston Yau-
lai LO and Ms. Yvonne Mo-ling LO.

Ms. Yvonne Mo-ling LO, aged 57, was appointed a Director of
the Company in 1993. Ms. Lo joined the Group in 1980 and was
the President of Vitasoy USA Group until 2001. Ms. Lo was the
president of the Soyfoods Association of North America which
represents 60 soyfoods companies covering the US and Canada.
She is the sister of Ms. Myrna Mo-ching LO and Mr. Winston Yau-
lai LO.

Executive Directors

Mr. Eric Fat YU, aged 55, was appointed a Director of the
Company in 1989. Mr. Yu is currently the Group’s Senior Director-
Manufacturing and Project Management. He had experience in
engineering works and project management whilst working
previously with a number of companies overseas. He joined the
Group in 1974. He is now responsible for the formulation of the
Group’s manufacturing policy and strategy and the management

of the Group’s new joint venture project.

Mr. John Shek-hung LAU, aged 58, was appointed a Director of
the Company in 1990. Mr. Lau is currently the Group’s Senior
Director - Finance and Administration. He joined the Group in
1988 having worked previously with a number of multinational
companies both in Hong Kong and overseas. He is currently
responsible for the finance and administration of the Group.
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Chief Executive Officer — Asia
Mr. Ambrose Kam-shing CHAN, aged 51, Chief Executive Officer

— Asia of the Group. Mr. Chan is currently responsible for the
overall strategic planning, business development and general
management of the Group in Asia, including Hong Kong and
Mainland China operations. Mr. Chan joined the Group in July
2004. He has extensive fast moving consumer goods general
management experiences with global leaders in the foods and
beverages, personal care and consumer healthcare industries in
the Asia Pacific Region.

North American Operation

Mr. Robert C. JONES, aged 57, President and Chief Executive
Officer of Vitasoy USA Inc.. Mr. Jones is responsible for the general
management and development of the Group’s operations in North
America. He joined the Group in 2004. He has extensive experience
in innovation, marketing, sales and new product development (as
well as finance and manufacturing) in the pharmaceutical and
nutraceutical industries.

Mainland China Operation

Mr. Simon Huan-ping LIU, aged 42, Managing Director of Vitasoy
(China) Investments Company Limited. Mr. Liu is responsible for
the general management and development of the Group’s
operations in Mainland China. Mr. Liu joined the Group in 2003.
He has extensive experience in the fast moving consumer goods
industry starting his career in North America and, for the most

recent 10 years, in Mainland China.

Australian and New Zealand Operation

Mr. Laurence P. EISENTRAGER, aged 53, General Manager of
Vitasoy Australia Products Pty. Ltd.. Mr. Eisentrager is responsible
for the general management and development of the Group’s
operations in Australia and New Zealand. He joined the Group in
2002. He has very extensive experience in the food and beverage

industry, both in Australia and internationally.

Vitasoy International Holdings Ltd.
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REPORT OF THE
DIRECTORS

The Directors have pleasure in submitting their annual report
together with the audited financial statements for the year ended
31st March, 2005.

PRINCIPAL ACTIVITIES

The principal activities of the Company are the manufacture and
sale of food and beverages. The principal activities and other
particulars of the subsidiaries are set out in note 15 on the financial
statements.

The analysis of geographical locations of the operations of the
Company and its subsidiaries (“the Group”) during the year are
set out in note 13 on the financial statements.

FINANCIAL STATEMENTS

The profit of the Group for the year ended 31st March, 2005 and
the state of the Company’s and the Group’s affairs as at that date
are set out in the financial statements on pages 57 to 122.

An interim dividend of HK2.8 cents per share (2004: HK2.8 cents
per share) was paid on 10th January, 2005. The Directors now
recommend the payment of a final dividend of HK5.7 cents per
share (2004: HK5.7 cents per share) and a special dividend of
HK10.0 cents per share (2004: HK5.0 cents per share) in respect
of the year ended 31st March, 2005.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively
during the year is as follows:
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MAJOR CUSTOMERS AND SUPPLIERS (continued)

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

CHARITABLE DONATIONS

Charitable donations made by the Group during the year
amounted to HK$ 1,489,000 (2004: HK$944,000).

FIXED ASSETS

Movements in fixed assets of the Company and the Group during
the year are set out in note 14 on the financial statements.

BANK LOANS

Particulars of bank loans of the Group as at 31st March, 2005 are
set out in note 20 on the financial statements.

SHARE CAPITAL

Movements in share capital of the Company during the year are
set out in note 25 on the financial statements.

RESERVES

Movements in reserves of the Company and the Group during
the year are set out in note 26 on the financial statements.

DIRECTORS

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

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

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

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

Vitasoy International Holdings Ltd.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

The Directors of the Company who held office at 31st March,
2005 had the following interests in the shares or underlying shares
of the Company at that date as recorded in the register of Directors’
interests and short positions required to be kept under section
352 of the Securities and Futures Ordinance (“SFO"):

(1) Interests in issued shares

ESREG - HEROD K ERER 2 ER

59,9}

RIRCGES RAERD) ([F 57 RS G
FEI2EMRFZARREEED NIRRT
CMATREE: - AARR _ETRAF=A=+
—BZEREREREARRDBEITRINK
MERER D PR T HIHE -

~

o¥

(1) REBRTRHzER

Mr. Winston Yau-lai LO (i), (iv) 46,489,800 28,702,500 72,678,300 147,870,600 14.88
Ms. Yvonne Mo-ling LO (i), (iv) 31,866,450 843,750 72,678,300 105,388,500 10.60
BRI T
Ms. Myrna Mo-ching LO (i), (iv) - - 100,653,000 100,653,000 10.13
ERENL
Mr. Chi-kian SHIU 3,281,400 - - 3,281,400 033
BEER L
Mr. John Shek-hung LAU 19,000 - - 19,000 0.00
2IHBEE
Mr. Eric Fat YU 75,000 - - 75,000 0.00
RELE
Mr. Fransis Ming-yin KONG 3,000 - - 3,000 0.00
IHEEAE
Dr. The Hon. David Kwok-po LI 6,000,000 - - 6,000,000 0.60
FEEEL

Notes: BT

(i) Mr. Winston Yau-lai LO is deemed to be interested in (i) BEREAEHNEEZEES

28,702,500 shares through interests of his wife.

(ii) Ms. Yvonne Mo-ling LO is interested in 843,750 shares
held in name of Ms. Yvonne WONG who holds the shares
in trust for Ms. Yvonne Mo-ling LO’s daughter who is
under the age of 18.

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

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

28,702,500/%/%15 + SR B
BRERMDZ LS -

(ii) BRI Z B Yvonne WONG
T % FEEHE 2843,7500% 0815
ZHEZE  Yvonne WONGZZ 1A
AEASNRERRZ RN+
NBEZZREHEZERD -

(iii) RS 8 22+ ¥ B Supreme Luck
Holdings Limited#H 2
27,974,7000% % th 2 ezs - A
ALAFEE AF D AMyrna Lo
Trust (RTf&The Lo Kwee Seong
1987 Trust) # B L ZMM ©

(iv) BRIENAE BRR LI RAER
B IR R RERITIZER
BEAERARIURIBAGBERES
HEK. S. Lo FoundationiFH 2
72,678,300[%/% 17 © 1 FH AK.
S. Lo FoundationZ 5EA » #H
RAEBZERGN 2w o

HADEREEERAF
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES (continued)

2) Interests in underlying shares

Certain Directors of the Company have been granted
options under the Company’s share option schemes, details
of which are set out in the section “Share option schemes”

below.

All interests in the shares and underlying shares of the Company

are long positions.

Save as disclosed above and other than certain nominee shares in
subsidiaries held by the Directors in trust for the Company, none
of the Directors or their respective associates had any interest in
shares, underlying shares or debentures of the Company or any

of its associated companies within the meaning of the SFO.

SHARE OPTION SCHEMES

Old share option scheme

On 9th March, 1994, the Company adopted a share option scheme
(the "Old Share Option Scheme”) under which the Directors might,
at their discretion, grant options to employees and Directors of
the Company or any of its subsidiaries to subscribe for ordinary
shares of HK$0.25 each in the Company. This scheme was valid
for 10 years ending 8th March, 2004, unless otherwise cancelled
or amended. The purpose of this scheme was to provide incentives
and rewards to employees for their contribution to the Group.

The principal terms of this scheme are as follows:

. The exercise price of the options is the higher of (a) the
nominal value of the shares and (b) an amount not less
than 80% of the average of the closing prices of the shares
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) for the five business days immediately
preceding the date of offer.

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

o There is no minimum period which an option must be held
before it can be exercised, but the Directors are empowered
to impose at their discretion any such minimum period at
the date of offer.

Vitasoy International Holdings Ltd.
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SHARE OPTION SCHEMES (continued)

Old share option scheme (continued)

o The maximum number of shares in respect of which options
may be granted may not exceed 10% of the issued share
capital of the Company in issue from time to time

(excluding shares issued under the share option scheme).

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

scheme.

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

acceptance of the option as a consideration.

As a result of the changes to Chapter 17 of the Main Board Listing
Rules (the “Listing Rules”) which governs the operation of share
option schemes, the Company terminated the Old Share Option
Scheme and adopted a new share option scheme (the “New Share
Option Scheme"”) on 4th September, 2002. No further options
will be granted under the Old Share Option Scheme upon its
termination and all outstanding options granted thereunder shall
continue to be valid and exercisable in accordance with the terms
of the Old Share Option Scheme.

The total number of ordinary shares available for issue under the
Old Share Option Scheme at 31st March, 2005 is 6,962,000 shares,
which represents 0.7% of the issued share capital of the Company
at 31st March, 2005.

BB E (B)

ERRETE (8

. FTis i R AR i T 2R B 2 IR0 B E &
ST RBBARRTEZEETR
R (TRIER BRI 8131 T 2 R
1) 210% °

. BT E28EE 2 BREMERRE
ZEMEE - ERERRIEERE S
BETHAFTTZREL2EE 2K
BB A RETGEBRER
PRt Bl E R 2 BT R A BT 2R
MNEREEEZ25% °

. BERZEZHEEAINENARE
BEE R IR 28 H R EEE IS
RTE 2 BRSNS B N R AR
BB AEBZESHRER
R IR S B 0TTE R
RIE -

R EE B AR BE 2 TR LR A
(LR BE17ENER - ARABR_F
TFNANA R FERBRER B LA —
TR 8] ([FiE R 8l)) - ARA]
R AR I B R BIR N B RIBZET 81K
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SHARE OPTION SCHEMES (continued)

New share option scheme

The New Share Option Scheme became effective on 4th
September, 2002 and, unless otherwise cancelled or amended,
remains in force for 10 years from that date. The Directors may, at
their discretion, grant options to any employee of the Group,
including Directors of any company in the Group, to subscribe for
ordinary shares of HK$0.25 each in the Company. The purpose
and the terms of the New Share Option Scheme are the same as

the Old Share Option Scheme, except for the following:

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

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

of the scheme.

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

in issue as at the date of grant.

The total number of ordinary shares available for issue under the
New Share Option Scheme at 31st March, 2005 is 94,743,550
shares (including options for 20,744,000 ordinary shares that have
been granted but not yet exercised), which represents 9.53% of
the issued share capital of the Company at 31st March, 2005.

Vitasoy International Holdings Ltd.
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SHARE OPTION SCHEMES (continued) IERRAESTE (B

At 31st March, 2005, the Directors of the Company individually ~ RZ=ZTZTRF=A=+—H * ERIEQAE
and other employees of the Group in aggregate had the following ~ SR EMAEE 2 BEEAREAQ R LE
personal interests in options to subscribe for ordinary shares of % 7 BER&HE R G 40 T LA FEZS -

the Company:

Directors
Fi
Mr, Winston Yau-lai LO 470000 ) 7/972000- 31/82005 1193 3,450,000 - - - 3450000 -
ERigRE 40003 (i) 1/42004-31/32013 1,688 2,220,000 = = - 220000 -
140004 (i) 1/42005- 317312014 1.904 - 1,700,000 - - 1,700,000 =
Mr, Eric Fat YU 470000 ) 7/972000- 31/8/2005 1193 1,953,000 - 1518000 - 435,000 182
FRRE 142003 (i) 1/42004-3132013 1,688 738,000 = = = 738,000 =
140004 (i) 1/42005- 317312014 1.904 - 450,000 - - 450,000 =
i John Shek-hung LAU 470000 ) 7/972000- 31/8/2005 1193 1,953,000 - - - 1953000 =
o 40003 (i) 1/42004-31/32013 1,688 820,000 = = - 820,000 -
140004 (i) 1/42005- 317312014 1.904 - 500,000 - - 500,000 =
M Fransis Ming4in KNG~~~ 4/7/2000 () 7/9/2000- 31/8/2005 1193 2,331,000 - 2330000 - 1,000 233
TRERE 140003 (i) 1/42004-31/32013 1,688 1,526,000 = = - 1526000 -
140004 (i) 1/42005- 317312014 1.904 - 978,000 - - 978,000 =
Eligible employeesworking ~ 47/2000 () 7/9/2000- 31/8/2005 1193 4,731,000 - 3470000 138000 1,123,000 20
under employment contracts 1/42003 (i) 1/4/2004-31/312013 1,688 8,650,000 - 782000 1410000 6458000 19
REERSHIHL 140004 (i) 1/42005- 317312014 1.904 - 4928000 - 474000 4454000 -
RERER 382004 (W) 3/82006-2/82014 1910 - 900,000 - - 900,000 -

28,372,000 9,456,000 8,100,000 2,022,000 27,706,000

HADEREEERAF
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SHARE OPTION SCHEMES (continued)

Notes:

(iii)

(iv)

Vitasoy International Holdings Ltd.

Options granted on 4th July, 2000 were granted under the Old
Share Option Scheme.

Options granted on 1st April, 2003 were granted under the New
Share Option Scheme. The options are exercisable progressively
from the date of grant and the maximum percentage of the
options which may be exercised is determined in stages as follows:

BB R 8 (8)
P aE -

0] REZZETTFLANARE 2 BIRETY
RIFERRER &R -

(ii) MNZZZ=F0 A —HRE 2 BRETR
IEEIRAERT BN o Al TITRZ B
BB TymRH A EEE AR - MR
AT 2 B ERAAT

On or after 1st year anniversary of

B BB —BF

25%

the date of grant gH%
On or after 2nd year anniversary of B B A A another % 25%
the date of grant g HE

On or after 3rd year anniversary of FH HEREG = AF another % 25%
the date of grant SH &

On or after 4th year anniversary of B AR AT A F another % 25%
the date of grant gH%

Options granted on 1st April, 2004 were granted under the New
Share Option Scheme. The closing price of the shares of the
Company quoted on the Stock Exchange on 31st March, 2004,
being the business date immediately before the date on which
share options were granted, was HK$1.92. The options are
exercisable progressively from the date of grant and the
maximum percentage of the options which may be exercised is

determined in stages as follows:

(iii) R-ZTNENA—BRE ZEBRED
IBEFTERERT B - RAFZRH
R-ZTMNFE=A=+—A AIZEER
R B BRI &% B) LB AT
W {ERBEE1.9270 - ] FITHEZBR
BB HHEEBERE SN mE
FEERAITTE AR 2 B ot ERINT -

On or after 1st year anniversary of K BERE— AT 25%
the date of grant g H%

On or after 2nd year anniversary of FH B AT A F another % 25%
the date of grant gH%

On or after 3rd year anniversary of

B RERAt =AF

another 5 25%

the date of grant H %
On or after 4th year anniversary of duni=p- )i sk another 3 25%
the date of grant g H%

Options granted on 3rd August, 2004 were granted under the
New Share Option Scheme. The closing price of the shares of the
Company quoted on the Stock Exchange on 2nd August, 2004,
being the business date immediately before the date on which
share options were granted, was HK$1.91. The options become
exercisable two years after the date of grant.

(iv) RZZETMFENA=ARE 2 BIRETY
REFBRE IR - KABZKN
RNZZTTMEN\A =R (RNEEERER
HH REART 2 & 2K 1) FERE ZX P PR 2 T
BERBH1.917C - B RN B 5
FEFFMFRITE -



SHARE OPTION SCHEMES (continued)

The share options granted are not recognised in the financial
statements until they are exercised. During the year ended 31st
March, 2005, 9,456,000 options were granted under the New
Share Option Scheme. The average value per option as estimated
at the date of grant using the Binomial Lattice Model was as
follows:

Average value per option at the date of grant:
Share options granted on 1st April, 2004

- HK$0.405
Share options granted on 3rd August, 2004

- HK$0.442

The assumptions used are as follows:

Average risk-free interest rate:

Share options granted on 1st April, 2004
-3.34%

Share options granted on 3rd August, 2004
-4.18%

Expected volatility:
35% per annum

Expected dividend per share:
7.5% per annum

Option life:
10 years

Rate of leaving employment:
5% per annum

Early exercise assumption:
Option holders exercise when the share price is at least three
standard deviations (i.e. 105%) higher than the exercise price

The Binomial Lattice Model was developed for use in estimating
the fair value of options that have vesting restrictions. However,
such option pricing model requires input of subjective assumptions.
It does not necessarily provide a reliable measure of the fair value
of the share options.

Subsequent to the year end date, the Company granted 8,160,000
options to eligible participants under the New Share Option
Scheme on 1st June, 2005.

BRAERE ()

B2 BN TR S M SRR
FUER - REE-ZTTRF=A=+—H
IFEE + 9,456,000TH 8 Ik i B AR BT B AR
RERTEIR L » MR - IRARERE (hET R
BN R E Az FIHEEMNT

FIEBRENE L B2 FI9EE :

RIZZEZMFENA—BE L2 ERE
— B¥0.405 7T

RIZEZMFENA=ZBED 2 B
— /B#0.442 T

PR ZBRERT

FyE R R A R

mfiamimﬂ AR 2 B
— 3.34%

R-ZTZTE N\ =R L 2 B E
— 4.18%

TEERRIE

BF 35%

TBHIER IR B X ¢

BF75%

BERSE 2 Bk
10 &

BRERLE X -
HFF 5%

RPITEZRE
BREFAARRRESRITEERS=
EREE (BN 105%) R{TERBARE

IR B R T AR R R A T TR HARR
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

At 31st March, 2005, the following substantial shareholders’
interests were recorded in the register required to be kept by the
Company under section 336 of the SFO as holding 5% or more of
the issued share capital of the Company. These interests are in
addition to those disclosed above in respect of the Directors.

EFERRRRORAEER G 2 &

KA
IRTR

“ETRF=A=1T—0  REFESFLH
BAIE336 1K RTF 2 EERTERLMET
N ARRIEEAE T EBRERS 15
RRFEBEITRARZ5% KA L o s SHES
TRELENHRBE s EE kR -

[ S

/.

._‘

Mr. Frank Yau-yee LO (i), (iii) 461,250 -

BRBRE

Ms. Irene CHAN (ii), (iii) 27,974,700 750,000

RERELL

Mr. Kai-tun LO (iif) 18,508,950 -

ERARE

Mr. Peter Tak-shing LO (iii) 750,000 -

BiEREE

Avrisaig Greater China Fund (iv) 64,301,500 -
("Avrisaig")

Avrisaig Partners (Mauritius) (v) - -
Limited (“Arisaig Mauritius")

Mr. Lindsay William Ernest (vi) - -
COOPER (“Cooper”)

Commonwealth Bank (vii) - -
of Australia

MR

Matthews International Capital (vii) - -
Management LLC

Vitasoy International Holdings Ltd.

= 112,140,750 112,602,000 1133
= 72,678,300 101,403,000 10.20
- 72,678,300 91,187,250 9.17
= 72,678,300 73,428,300 739
= = 64,301,500 6.47
64,301,500 - 64,301,500 6.47
64,301,500 = 64,301,500 6.47
52,699,000 = 52,699,000 5.30
50,653,750 = 50,653,750 5.10



SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES (continued)

Notes:

(i) Mr. Frank Yau-yee LO is interested in 39,462,450 shares held by
Benson Corporation which is the trustee of the Benson Unit Trust,

the beneficiaries of which are members of his family.

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

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

therefore deemed to be interested in such shares.

(iv) These interests are held by Arisaig in the capacity of beneficial
owner.
(v) These interests are held by Arisaig Mauritius in the capacity of

investment manager of Arisaig. These interests are duplicated by

the interests described in Note (iv) above.

(vi) These interests represent Cooper’s interests through his indirect
33% interest in Arisaig Mauritius. These interests are duplicated

by the interests disclosed in Notes (iv) and (v) above.

(vii) These interests represent Commonwealth Bank of Australia’s
interests through its indirect 100% interest in First State Investment
Management (UK) Limited (which holds 43,731,000 shares of the
Company'’s ordinary shares) and First State Investments (Hong
Kong) Limited (which holds 8,968,000 shares of the Company’s

ordinary shares).
(viii)  These interests are held in the capacity of investment manager.

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

been notified to the Company.

FERRRBROREBEROG 2EHE
/A)E' (Z )

BEE

(i) 78 35 Yo S A Benson CorporationiF &
239,462,450/ %10 2 #Ead - AR FA
Benson Unit TrustZ Z3EA + R E
ABenson Unit TrustZ &z A

(ii) REFEZTHERERR )/ \BRLR
Alexandra CHAN578 2 750,000/ %5 2
1

E)'e

< o

(iii) BRELE WMEFRELZL  BRIUE
ERBEREEHIRERRERITE
REBBRRAFARBABERESESK.
S. Lo Foundation %75 272,678,300 %
% o #E19AK. S. Lo FoundationZ 5%
A R RERZ SR < s o

(iv) ZERER M Arisaig U EREAAFHD
BB -

(v) %5 HEza Jh i Arisaig Mauritius BAArisaig
ZREEBHNFTE - 2ERERR X
MiEE (VP E SR — s -

(vi) % % % TyCooperid B [E # #5 A Arisaig
MauritiusZ 33 %z M #EH < s © %
SHEFE R RV EE AR

— otk -

(vii) ZEE R RN BIRITE BEERE
First State Investment Management (UK)
Limited (FZ 2 A)45 B A2 F]43,731,000%
EE) kEEHIRE (F8) BRAR (Z
REFFAARAFS,968,000/% FifAR) 2
ZEbE TR 2 e -
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B b - RARINEME B EREL
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MBI EERR A



052

ANNUAL REPORT 5§
2004/05

REPORT OF THE
DIRECTORS

EEEWMES

PUBLIC FLOAT

From information publicly available to the Company and within
the knowledge of its Directors, at least 25% of the Company’s

total issued share capital is held by the public at all times.

DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE

Directors’ and officers’ liability insurance was maintained during

the year.

CONNECTED TRANSACTIONS

(1) On 10th December, 2002, the Company entered into a
Milk Supply Agreement with Shenzhen Guang Ming
Holdings Limited (“Guangming”), a substantial shareholder
holding 30% of the registered capital of the Company’s
subsidiary, Shenzhen Vitasoy (Guang Ming) Foods and
Beverage Company Limited (“Shenzhen Vitasoy”), under
which Guangming would supply milk products and provide
milk processing and packaging services to the Company
for a period of 3 years commencing 14th March, 2003.
During the year, an amount of HK$3,054,000 (2004
HK$3,517,000) was charged by Guangming under the Milk
Supply Agreement.

As the transactions are of a continuing nature and will
arise on a regular basis, the Company applied and the Stock
Exchange granted a waiver to the Company on 4th
February, 2003 of strict compliance with the requirements
under the Listing Rules in respect of these transactions.
Following the amendments of the Listing Rules effective
31st March, 2004, the transactions constitute connected
transactions under Rule 14A.34(1) of the Listing Rules
which will only be subject to the reporting and
announcement requirements set out in Rules 14A.45 to
14A.47 of the Listing Rules. An announcement was made

by the Company on 12th May, 2005 in this respect.

Vitasoy International Holdings Ltd.
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CONNECTED TRANSACTIONS (continued)

(M

(continued)

The Directors, including the Independent Non-executive

Directors, considered that the transactions:

(iii)

were entered in the ordinary and usual course of
business of the Company and in accordance with
the terms of the Milk Supply Agreement;

were on normal commercial terms and were fair
and reasonable and in the interest of the

shareholders as a whole; and

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

third parties.

In addition, the Auditors of the Company confirmed that:

(i)

(ii)

(iii)

the transactions were approved by the Board of

Directors;

the transactions were entered into in accordance
with the Milk Supply Agreement; and

the consideration for the transactions did not
exceed 3% of the Group’s net tangible assets at
31st March, 2005.

Pursuant to an agreement entered into on 20th January,

2000, the Company would provide a non-revolving loan
facility of up to HK$30,000,000 to Guangming, which is
financed by a bank facility established for this purpose,
until 31st December, 2004. A total of HK$20,000,000 had
been drawn by Guangming under this agreement and all

had been repaid in prior years. Loan facility of

HK$10,000,000 remained undrawn during the year up to

the loan facility expiry date, 31st December, 2004.
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CONNECTED TRANSACTIONS (continued)

(3) Guarantees were executed by the Company to non-wholly
owned subsidiaries in respect of the following banking
facilities:

(a) Banking facilities totalling RMB 32,580,000
(equivalent to HK$30,713,000) granted to
Shenzhen Vitasoy on 26th August, 1999 and 30th
June, 2003; and

(b) Banking facilities of A$22,000,000 (equivalent to
HK$132,880,000) granted to Vitasoy Australia
Products Pty. Ltd. (“VAP") on 23rd March, 2001,

whereby the Company would guarantee up to 70% and
51% of the obligations and liabilities of Shenzhen Vitasoy
and VAP respectively under the banking facilities, which
are in proportion to the Company’s beneficial interests in
Shenzhen Vitasoy and VAP.

EMPLOYEE RETIREMENT PLANS

Particulars of employee retirement plans of the Company and the
Group are set out in note 23 on the financial statements.

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

There has been no purchase, sale or redemption of the Company’s
shares by the Company or any of its subsidiaries during the year.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five years is set out on pages 123 and 124.

AUDITORS

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

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

Hong Kong, 5th July, 2005

Vitasoy International Holdings Ltd.
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REPORT OF THE AUDITORS

Auditors’ report to the shareholders of
Vitasoy International Holdings Limited

(Incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 57 to 122
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Hong Kong Companies Ordinance requires the directors to
prepare financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view it is
fundamental that appropriate accounting policies are selected and
applied consistently, that judgements and estimates are made
which are prudent and reasonable and that the reasons for any
significant departure from applicable accounting standards are
stated.

It is our responsibility to form an independent opinion, based on
our audit, on those financial statements and to report our opinion
solely to you, as a body, in accordance with section 141 of the
Hong Kong Companies Ordinance, and for no other purpose. We
do not assume responsibility towards or accept liability to any other

person for the contents of this report.
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BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant
estimates and judgements made by the Directors in the preparation
of the financial statements, and of whether the accounting policies
are appropriate to the Company’s and the Group's circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the financial statements are free from
material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a
reasonable basis for our opinion.

OPINION

In our opinion, the financial statements give a true and fair view
of the state of affairs of the Company and of the Group as at 31st
March, 2005 and of the Group’s profit and cash flows for the year
then ended and have been properly prepared in accordance with
the Hong Kong Companies Ordinance.

KPMG

Certified Public Accountants

Hong Kong, 5th July, 2005

Vitasoy International Holdings Ltd.
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For the year ended 31st March, 2005 (Expressed in Hong Kong dollars) #Z%

Turnover
Cost of sales

Gross profit
Other revenue

Marketing, selling and
distribution expenses

Administrative expenses

Other operating expenses

Profit from operations

Finance costs

Restructuring cost

Write back of provision for
compensation for traffic accident

Profit from ordinary activities
before taxation
Income tax

Profit from ordinary activities
after taxation

Minority interests

Profit attributable to shareholders

Dividends attributable to the year:

Interim dividend declared
during the year

Final dividend proposed after the
balance sheet date

Special dividend proposed after the
balance sheet date

Earnings per share
Basic

Diluted

The notes on pages 65 to 122 form part of these financial statements.
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2004
Note izt $'000 Tt
mEE 2&K& 13 2,379,955 2,269,422
SHE A (1,012,415) (981,230)
e 1,367,540 1,288,192
B A 3 31,369 20,008
HRE - HER
DHER (915,777) (876,227)
TIREA (159,302) (162,958)
Hiha s A (124,033) (116,531)
g A 199,797 152,484
REE R AR 4 (9,042) (8,421)
B 5 (24,782) =
BN E
2 B 6 765 1,464
REEEFKZ
BR T A Al 4 166,738 145,527
FriSHi 7(a) (40,403) (35,019)
REEEFKZ
G5 TR Yo 126,335 110,508
DERR R (2,588) 5,517
IR R AL A 10, 13 & & 26(a) 123,747 116,025
REERE : 11(a)
FERNEIRZ
FHIRE B 27,725 27,581
HEERABERZ
REARZ S 57,105 56,369
HEERABERZ
RIS 100,183 49,447
185,013 133,397
BREF 12
HAR 12.5 cents {l 11.8 cents 1l
e 12.4 cents 1l 11.7 cents

FOSE122B ZMEDAMBRERZ — 817D °

HABIREEERAH
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At 31st March, 2005 (Expressed in Hong Kong dollars) R=ZZZRF=A=+—H AEETH)

2004
Note izt $'000 F7t $'000 F7T
Non-current assets EREBEE
Fixed assets BEEEE 14(a) 770,691 846,388
Employee retirement EEIRIK
benefit assets BREE 23(b) 1,988 510
Deferred tax assets EERIBE E 24(b) 1,224 1,365
Bank deposits SRITER 19 38,427 93,397
812,330 941,660
Current assets REBEE
Inventories FE 16 185,340 212,035
Trade and other JEUR BR R K.
receivables H b fE U TR 17 304,452 289,702
Bank deposits RITIFEK 19 91,606 56,596
Cash and cash He MR
equivalents FEIEH 19 402,673 300,624
984,071 858,957
Current liabilities REBEE
Bank loans SRITER 20 154,250 161,617
Trade and other FETBR A K.
payables H b IR 21 303,678 296,253
Obligations under BEHE
finance leases ZIE 22 3,235 6,287
Current tax payable JE 38 BRI T8 24(a) 11,201 9,073
472,364 473,230
Net current assets BERBEE 511,707 385,727
Total assets less WEER
current liabilities REBEE
carried forward e 1,324,037 1,327,387

Vitasoy International Holdings Ltd.




2005

$'000 F 7t

$'000 F 7t

Total assets less
current liabilities

brought forward

Non-current liabilities

Bank loans

Obligations under
finance leases

Employee retirement
benefit liabilities

Deferred tax liabilities

Minority interests

Net assets

Capital and reserves
Share capital
Reserves

HEEM
RBEE
AT 1,324,037 1,327,387
FRBEME
RITER 20 14,595 19,061
BmEME
Z &% 22 5,708 8,943
EERIN
‘ARG 23(b) 3,745 4,113
EERIRAE 24(b) 4,608 3,950
28,656 36,067
DEIR RS 47,669 44,780
FEE 1,247,712 1,246,540
EFXRFEE
e 25 248,482 246,457
s 26(a) 999,230 1,000,083
1,247,712 1,246,540

Approved and authorised for issue by the Board of Directors on R-ZETRF+ AR REE S RBI AR

5th July, 2005

Winston Yau-lai LO John Shek-hung LAU ERE 28578
Director Director BFE BF
The notes on pages 65 to 122 form part of these financial statements. F652 1228 2 MeETh AR Rk 2 —2B1p o
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At 31st March, 2005 (Expressed in Hong Kong dollars) R=ZZZRF=A=+—H AEETH)

2004
Note izt $'000 F7t $'000 F7T
Non-current assets EREBEE
Fixed assets BEEEE 14(b) 176,650 189,390
Interest in subsidiaries BB A AR RS 15 273,901 378,187
Employee retirement & BRIK
benefit assets BREE 23(b) 2,166 668
Bank deposits SRITER 19 38,427 93,397
491,144 661,642
Current assets REBEE
Inventories FE 16 83,426 95,960
Trade and other JEUR BR R K.
receivables H b fE U TR 17 199,377 193,683
Amounts due from {RpEEING
subsidiaries RER 18 242,176 169,863
Bank deposits RITIFEK 19 70,593 56,173
Cash and cash He MR
equivalents F(EIEH 19 314,242 234,769
909,814 750,448
Current liabilities REBEE
Trade and other FEIT BRI &
payables E b e R 21 146,498 143,136
Current tax payable JiE <135 B 18 24(a) 10,488 8,056
156,986 151,192
Net current assets BFRBEE 752,828 599,256
Total assets less BMEER
current liabilities REBAE
carried forward g 1,243,972 1,260,898

Vitasoy International Holdings Ltd.




2005

$'000 ¥t  $'000 T

Total assets less HWEER
current liabilities REBAE
brought forward AT 1,243,972 1,260,898

Non-current liabilities ERBEE

Employee retirement EERIN
benefit liabilities wBHAaE 23(b) 3,595 3,977
Deferred tax liabilities FEFRIEA F 24(b) 4,457 3,950
8,052 7,927
Net assets FEE 1,235,920 1,252,971
Capital and reserves BAR#E
Share capital &N 25 248,482 246,457
Reserves fhfE# 26(b) 987,438 1,006,514
1,235,920 1,252,971
Approved and authorised for issue by the Board of Directors on REZZTRF+ AR REETSRBIZEREH
5th July, 2005
Winston Yau-lai LO John Shek-hung LAU ERE 218578
Director Director EF BE
The notes on pages 65 to 122 form part of these financial statements. F65E 1228 2 WFE T ARI iz 2 — 315 °
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For the year ended 31st March, 2005 (Expressed in Hong Kong dollars) BZ=ZZTRAF=A=+—RHILFE CUEETE)

2004
Note FffzE $'000 Tt
Shareholders’ equity at 1st April RUA—HZBRRERS 1,246,540 1,248,744
Exchange differences on translation REFINE AR
of the financial statements of WIS IRRFTEE
foreign subsidiaries ZIERZ=%E 26(a) 972 4,708
Net gain not recognised in the REFEERRRER
consolidated income statement Z WS R 972 4,708
Profit for the year REEEF 123,747 116,025
Dividends BRE 11
— Interim dividend declared — BERFERERE (27,725) (27,581)
— Final dividend approved in respect of — #bEBR E—FE 2
the previous year FRERRZ B, (56,395) (56,100)
— Special dividend approved in respect  — #bEBR E—FE 2
of the previous year BRI S, (49,469) (49,211)
(133,589) (132,892)
Movement in share capital RS B 25
— Shares issued on exercise — REERERE
of share options BT 21D 10,042 9,955
Increase in shareholders’ equity HERRETEER S
arising from capital transactions MEELZBRER
with shareholders FEZRIE N 10,042 9,955
Shareholders’ equity at 31st March R=A=+—HzZRERE#H 1,247,712 1,246,540

The notes on pages 65 to 122 form part of these financial statements. F65E 1228 2 W A iz 2 —2B1 °

Vitasoy International Holdings Ltd.



For the year ended 31st March, 2005 (Expressed in Hong Kong dollars) #Z%

Operating activities
Profit from ordinary activities
before taxation
Adjustments for:
— Depreciation
— Impairment loss
on fixed assets
— Interest expenses
— Finance charges
on obligations
under finance leases
— Interest income
— Loss on disposal of fixed
assets
Foreign exchange loss

Operating profit
before changes in
working capital

Decrease/(increase)
in inventories
(Increase)/decrease
in trade and
other receivables
Increase/(decrease) in trade
and other payables
(Decrease)/increase in net
employee retirement
benefit liabilities

Cash generated from
operations

Tax paid

- Hong Kong Profits
Tax paid

— Overseas tax paid

Net cash from operating
activities

CONSOLIDATED
CASH FLOW STATEMENT

R
IRCES)
BRI
FE
- e
- BEEEZ
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- MEXH
- BERE
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2004

Note FfizE $'000 F;r  $'000 F7T
166,738 145,527
113,065 112,164

15,020

8,349 8,178
693 243
(5,255) (4,913)
1,803 1,156
750 3,830
301,163 266,185
26,695 (2,025)
(14,750) 2,820
4,855 (420)
(1,846) 492
316,117 267,052
(35,895) (38,549)
(1,581) (1,524)

278,641 226,979

HABIREEERAH
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For the year ended 31st March, 2005 (Expressed in Hong Kong dollars) BZ=ZZTRAF=A=+—RHILFE CUEETE)

2004
Note izt $'000 F7t $'000 F7T

Investing activities RETD
Payment for purchase EEETEEE

of fixed assets 2 F0E (50,071) (52,815)
Proceeds from disposal & EE A E

of fixed assets FTSE 1,980 618
Decrease/(increase) in bank wE=18A

deposits maturing after Rz

three months when RITFER

placed D (Em) 19,960 (39,993)
Interest received B UFI2 5,255 4,913
Net cash used REZEFTHA

in investing activities RE&FHE (22,876) (87,277)
Financing activities MEED
Capital element of finance ENREREES

lease rentals paid ZERE G (6,324) (3,379)
Proceeds from new bank HILIRTT

loans B3 - 73,886
Repayment of bank loans BERITER (14,129) (96,356)
Interest element of finance EREHEE

lease rentals paid ez F SR (693) (243)
Interest paid ERFIE (8,349) (8,178)
Proceeds from shares issued ~ 1RiERE AR E= 2]

on exercise of share BT

options Fr{S508 25 10,042 9,955
Contribution from LERRE

a minority shareholder EE - 5,081
Dividends paid EIREE (133,589) (132,892)
Dividend paid to A D E R

a minority shareholder IRERE (921) (2,100)
Net cash used in METEBA

financing activities BETHE (153,963) (154,226)
Net increase/(decrease) ReRELEE

in cash and cash HE#EM,

equivalents (B2 B8 101,802 (14,524)
Cash and cash NA—RAzEE

equivalents at 1st April kBEEZEEEHE 300,624 314,911
Effect of foreign exchange EZEE)

rates changes 58 247 237
Cash and cash equivalents Z=A=+—-Hz

at 31st March ReRELEEER 19 402,673 300,624

The notes on pages 65 to 122 form part of these financial statements. £ 65E 122 Bz M AR Bz 2 —2bD o
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SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(which includes all applicable Statements of Standard Accounting
Practice ("SSAP") and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants, accounting principles
generally accepted in Hong Kong and the requirements of the
Hong Kong Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions of the Main
Board Listing Rules (the “Listing Rules”). A summary of the
significant accounting policies adopted by the Group is set out
below.

Recently issued accounting standards

The Hong Kong Institute of Certified Public Accountants has
issued a number of new and revised Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards
("new HKFRSs") which are effective for accounting periods
beginning on or after 1st January, 2005.

The Group has not early adopted these new HKFRSs in the
financial statements for the year ended 31st March, 2005.

The Group has carried out an assessment of the impact of these
new HKFRSs and concluded that the adoption of Hong Kong
Financial Reporting Standard 2 (“HKFRS 2") “Share-based
Payment” will have an impact on the Group’s results of
operations and financial position.

At present, no employee benefit cost or obligation is recognised
in the financial statements when the Group grants share options
to employees to acquire shares in the Company. The equity is
increased by the amount of the proceeds received when the
options are exercised. Following the adoption of the new HKFRS
2, the fair value of share options granted is recognised as an
employee expense with a corresponding increase in equity. The
fair value is measured at the date of grant and spread over the
period during which the employees become unconditionally
entitled to the options. The amount recognised as an expense
is adjusted to reflect the actual number of share options that
vest. The adoption of this new accounting standard at 31st
March, 2005 would have the effect of reducing the Group’s
profit attributable to shareholders by $2,765,000.

Apart from the above, the Group does not expect other new
HKFRSs would have a significant impact on its results of
operations and financial position.

BAFEERAR MY RE

1

FE

(a)

(Expressed in Hong Kong dollars) (&% 1)

BETHE

B
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1 SIGNIFICANT ACCOUNTING POLICIES (continued)

(9]

(d)

Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial
statements is historical cost.

Subsidiaries

A subsidiary, in accordance with the Hong Kong Companies
Ordinance, is a company in which the Group, directly or indirectly,
holds more than half of the issued share capital, or controls
more than half the voting power, or controls the composition
of the board of directors.

An investment in a subsidiary is consolidated into the
consolidated financial statements. Intra-group balances and
transactions, and any unrealised profits arising from intra-group
transactions, are eliminated in full in preparing the consolidated
financial statements.

Minority interests at the balance sheet date, being the portion
of the net assets of subsidiaries attributable to equity interests
that are not owned by the Company, whether directly or
indirectly through subsidiaries, are presented in the consolidated
balance sheet separately from liabilities and the shareholders’
equity. Minority interests in the results of the Group for the year
are also separately presented in the consolidated income

statement.

Where losses attributable to the minority exceed the minority
interest in the net assets of a subsidiary, the excess, and any
further losses attributable to the minority, are charged against
the Group'’s interest except to the extent that the minority has a
binding obligation to, and is able to, make good the losses. All
subsequent profits of the subsidiary are allocated to the Group
until the minority’s share of losses previously absorbed by the
Group has been recovered.

In the Company’s balance sheet, an investment in a subsidiary

is stated at cost less impairment losses (see note 1(g)).
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1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Fixed assets and depreciation

(i)

(ii)

(iii)

(iv)

Land and buildings are stated in the balance sheets at cost
less accumulated depreciation and impairment losses (see
note 1(g)). Except for certain land which has been fully
amortised in previous years, leasehold land is amortised in
equal annual instalments over the remaining term of the
lease, including the renewal period. The cost of buildings
and improvements thereto are depreciated on a straight-
line basis over their estimated useful lives, at annual rates
of 4 -5%.

Other fixed assets are stated in the balance sheets at cost
less accumulated depreciation and impairment losses (see
note 1(g)). Depreciation is calculated to write off the cost
of other fixed assets on a straight-line basis over their

estimated useful lives at the following annual rates:

Factory machinery and equipment 6-25%
Fixtures, furniture and office equipment 9-33%
Motor vehicles 18-25%

Subsequent expenditure relating to a fixed asset that has
already been recognised is added to the carrying amount
of the asset when it is probable that future economic
benefits, in excess of the originally assessed standard of
performance of the existing asset, will flow to the Group.
All other subsequent expenditure is recognised as an
expense in the period in which it is incurred.

Gains or losses arising from the retirement or disposal of a
fixed asset are determined as the difference between the
estimated net disposal proceeds and the carrying amount
of the asset and are recognised in the income statement
on the date of retirement or disposal.
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1 SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Leased assets

Leases of assets under which the lessee assumes substantially

all the risks and benefits of ownership are classified as finance

leases. Leases of assets under which the lessor has not transferred

all the risks and benefits of ownership are classified as operating

leases.

(i)  Assets acquired under finance leases

Where the Group acquires the use of assets under finance
leases, the amounts representing the fair value of the leased
assets, or, if lower, the present value of the minimum lease
payments, of such assets are included in fixed assets and
the corresponding liabilities, net of finance charges, are
recorded as obligations under finance leases. Depreciation
is provided at rates which write off the cost of the assets
in equal annual amounts over the term of the relevant
leases or, where it is likely the Group will obtain ownership
of the assets, the lives of the assets. Impairment losses are
accounted for in accordance with the accounting policy
as set out in note 1(g). Finance charges implicit in the lease
payments are charged to the income statement over the
period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining balance
of the obligations for each accounting period.

(i) Operating lease charges

Where the Group has the use of assets under operating
leases, payments made under the leases are charged to
the income statement in equal instalments over the
accounting periods covered by the lease term.
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1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

Impairment of assets

Internal and external sources of information are reviewed at
each balance sheet date to identify indications that the following
assets may be impaired or an impairment loss previously

recognised no longer exists or may have decreased:

e fixed assets; and

e interest in subsidiaries.

If any such indication exists, the asset recoverable amount is
estimated. An impairment loss is recognised whenever the
carrying amount of an asset exceeds its recoverable amount.

(i) Calculation of recoverable amount

The recoverable amount of an asset is the greater of its
net selling price and value in use. In assessing value in use,
the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of time value of money and
the risks specific to the asset. Where an asset does not
generate cash flows largely independent of those from
other assets, the recoverable amount is determined for
the smallest group of assets that generates cash inflows

independently (i.e. a cash-generating unit).

(i) Reversals of impairment losses

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine the
recoverable amount. A reversal of impairment losses is
limited to the asset’s carrying amount that would have
been determined had no impairment loss been recognised
in prior years. Reversals of impairment losses are credited
to the income statement in the year in which the reversals

are recognised.
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1 SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)

0)

Inventories

Inventories are stated at the lower of cost and net realisable

value.

Cost is calculated using the first-in, first-out method and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present location
and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal of any write-
down of inventories, arising from an increase in net realisable
value, is recognised as a reduction in the amount of inventories
recognised as an expense in the period in which the reversal
occurs.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand,
demand deposits with banks, and short-term, highly liquid
investments that are readily convertible into known amounts of
cash and which are subject to an insignificant risk of changes in
value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand and
form an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents for the
purpose of the cash flow statement.
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1

SIGNIFICANT ACCOUNTING POLICIES (continued)

()

(k)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a legal or constructive obligation
arising as a result of a past event, it is probable that an outflow
of economic benefits will be required to settle the obligation
and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value of

the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events,
are also disclosed as contingent liabilities unless the probability
of outflow of economic benefits is remote.

Revenue recognition

Provided it is probable that the economic benefits will flow to
the Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in the income statement

as follows:

(i)  Sales of goods

Revenue arising from sales of goods is recognised on
delivery of goods to customers which is taken to be the
point in time when the customer has accepted the goods
and the related risks and rewards of ownership. Revenue
excludes value added or other sales taxes and is after

deduction of returns.

(i) Interest income
Interest income from bank deposits is accrued on a time-
apportioned basis by reference to the principal outstanding

and the rate applicable.
(i) - Dividends
Dividend income from unlisted investments is recognised

when the shareholder’s right to receive payment has been
established.
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1 SIGNIFICANT ACCOUNTING POLICIES (continued)

)

Income tax

(iif)

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to

tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax losses
and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of
the carrying amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the balance sheet
date. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
each balance sheet date and is reduced to the extent that
it is no longer probable that sufficient taxable profit will
be available to allow the related tax benefit to be utilised.
Any such reduction is reversed to the extent that it becomes

probable that sufficient taxable profit will be available.
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1

SIGNIFICANT ACCOUNTING POLICIES (continued)

(I)  Income tax (continued)

(iv)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets against
deferred tax liabilities if, and only if, the Company or the
Group has the legally enforceable right to set off current
tax assets against current tax liabilities and the following
additional conditions are met:

° in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

° in the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same taxation
authority, on either:

—  the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a
net basis or realise and settle simultaneously.

(m) Employee benefits

(i)

Salaries, annual bonuses, paid annual leave, leave passage
and the cost to the Group of non-monetary benefits are
accrued in the year in which the associated services are
rendered by employees of the Group. Where payment or
settlement is deferred and the effect would be material,
these amounts are stated at their present values.

Contributions to defined contribution retirement plans,
including the mandatory provident fund as required under
the Hong Kong Mandatory Provident Fund Schemes
Ordinance, are recognised as an expense in the income
statement as incurred, except to the extent that they are
included in the cost of inventories not yet recognised as
an expense.
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1 SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Employee benefits (continued)

(iif)

The Group’s net obligation in respect of a defined benefit
retirement plan is calculated by estimating the amount of
future benefit that employees have earned in return for
their services in the current and prior periods; that benefit
is discounted to determine the present value, and the fair
value of any plan assets is deducted. The discount rate is
the yield at the balance sheet date on high quality corporate
bonds that have maturity dates approximating the terms
of the Group’s obligation. The calculation is performed by
a qualified actuary using the projected unit credit method.

In calculating the Group’s obligation in respect of a plan,
to the extent that any cumulative unrecognised actuarial
gain or loss exceeds ten percent of the greater of the
present value of the defined benefit obligation and the
fair value of plan assets, that portion is recognised in the
income statement over the expected average remaining
working lives of the employees participating in the plan.
Otherwise, the actuarial gain or loss is not recognised.

Where the calculation of the Group’s net obligation results
in a negative amount, the asset recognised is limited to
the net total of any cumulative unrecognised net actuarial
losses and past service costs and the present value of any
future refunds from the plan or reductions in future

contributions to the plan.

The Group’s net obligation in respect of lump sum long
service amounts payable on cessation of employment in
certain circumstances under the Hong Kong Employment
Ordinance is the amount of future benefit that employees
have earned in return for their services in the current and
prior periods; that benefit is discounted to determine the
present value and reduced by entitlements accrued under
the Group’s retirement plans that are attributable to
contributions made by the Group. The discount rate is the
yield at the balance sheet date on high quality corporate
bonds that have maturity dates approximating the terms
of the Group’s obligation. The obligation is calculated using
the projected unit credit method by a qualified actuary.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Employee benefits (continued)

(n)

(o)

(p)

(v)  When the Group grants employees options to acquire
shares of the Company, no employee benefit cost or
obligation is recognised at the date of grant. When the
options are exercised, equity is increased by the amount

of the proceeds received.

Borrowing costs

Borrowing costs are expensed in the income statement in the
period in which they are incurred.

Translation of foreign currencies

Foreign currency transactions during the year are translated into
Hong Kong dollars at the exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign
currencies are translated into Hong Kong dollars at the exchange
rates ruling at the balance sheet date. Exchange gains and losses
are dealt with in the income statement.

The results of foreign subsidiaries are translated into Hong Kong
dollars at the average exchange rates for the year; balance sheet
items are translated into Hong Kong dollars at the rates of
exchange ruling at the balance sheet date. The resulting

exchange differences are dealt with as a movement in reserves.

On disposal of a foreign subsidiary, the cumulative amount of
the exchange differences which relate to that foreign subsidiary

is included in the calculation of the profit or loss on disposal.

Related parties

For the purposes of these financial statements, parties are
considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group and the
party are subject to common control or common significant
influence. Related parties may be individuals or other entities.
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1 SIGNIFICANT ACCOUNTING POLICIES (continued)

(q) Segment reporting

A segment is a distinguishable component of the Group that is
engaged in providing products or services within a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other

segments.

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that
can be allocated on a reasonable basis to that segment. For
example, segment assets may include inventories, trade
receivables and fixed assets. Segment revenue, expenses, assets
and liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-group
balances and transactions are between group enterprises within
a single segment. Inter-segment pricing is based on similar terms
as those available to other external parties.

Segment capital expenditure is the total cost incurred during
the year to acquire segment assets (both tangible and intangible)
that are expected to be used for more than one year.

Unallocated items mainly comprise financial and corporate

assets, bank loans, corporate and financing expenses.

2  TURNOVER

The principal activities of the Group are the manufacture and sale of

food and beverages.

Turnover represents the gross sales value less returns, to third parties.

Vitasoy International Holdings Ltd.

1

NOTES ON THE FINANCIAL

B ()

D e

HEBDIAKERE TEHER GLEH
) R FRUERRB Z TR B -
HAEH IO 2 BB R ERE
SHA TR -

SWRA - T EF  AERBEBE

DR EE NG 2B B AR AT A B DB T4

DEBZIAE o Bl - DEBERBEF
B BEEIMEEEE - DRA - X

- BERBEESERRUREVHR
R EMEB NI A ROBIEMEER
Hi25  BERB—(E7BHEBEDE 2 H
B & B AT RAIARFEANAZ Z BIBRIN o 5
HoEnEREETERELMINEAL
AERGERETE -

DREAZ HRFRNEEARBESS®
RBEB—F 2N EE (BREVRETE
) Z XA HRER o

ANDHBEEEIEZEREMBLEEEE

RITER  EEMBEER -
AREZ TEXBR/REREERD MRS
EEBEAE-EHEEMIHEBERRE -



3 OTHER REVENUE 3 HMRA

2005
$'000 Fit
Interest income B A 5,255 4,913
Service fee BR7%s & 19,204 7,429
Rental income el A 1,296 1,296
Sundry income HIFUA 5,614 6,370
31,369 20,008
4 PROFIT FROM ORDINARY ACTIVITIES BEFORE TAXATION 4  REEBFEEZBRBADER
Profit from ordinary activities before taxation is arrived at after REEEEK BB GTA) -
charging/(crediting):
2005
$'000 T
(a) Finance costs: (a) BB :
Interest on bank loans IRITERZF B 8,349 8,178
Finance charges on obligations BEREER
under finance leases Z W5 ER 693 243
9,042 8,421
(b) Staff costs: (b) BIMA:
Contributions to defined AEHFGRIREE
contribution retirement plans 2R 16,809 15,527
Defined benefit retirement plans AERFERREEIZ
(income)/expense (CONVE -3
— retirement gratuities — RikE
(note 23(c)(ii)) (BFEE23(c)i)) 1,008 3,601
— long service payments — RERG S
(note 23(d)(ii)) (B =E23(d)i)) (207) 239
Retirement costs FELUND®N 17,610 19,367
Salaries, wages and other benefits e - TEREMEF 423,258 408,981
440,868 428,348
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
4 PROFIT FROM ORDINARY ACTIVITIES BEFORE TAXATION 4  REEEEZKZBREAERN )

(continued)

REEEEBBRAMEMENR GEA)

Profit from ordinary activities before taxation is arrived at after ()

charging/(crediting): (continued)

2005
$'000 F 7t
(c) Other items: (c) HfhEHE :
Cost of inventories FERA 1,096,612 1,073,560
Depreciation e
— assets held for use — AEREHE
under operating leases ZEE 527 2,542
— assets acquired under — U@EHE
finance leases BAZEE 4,163 976
— other assets — HEih&EE 108,375 108,646
Impairment loss on fixed assets EEEERERE 15,020 -
Auditors’ remuneration ZEREME & 2,476 2,420
Operating lease charges KR EE A
— land and buildings — tHRAEF 34,912 27,148
— factory machinery and — TRises
equipment WL 2,558 1,879
Loss on disposal of fixed assets HERTEEEZER 1,803 1,156

Vitasoy International Holdings Ltd.




RESTRUCTURING COST

During the year, the Group has undergone a restructuring of its
operations in the United States which includes the exit from its
Refrigerated Soymilk business, the consolidation of production

facilities in the plant in Ayer, Massachusetts and the closure of the

production plant in Burke, California. The restructuring cost comprises:

EXEI%N

FRN - AEEEHEENKEZER - EhEEER
BRSPS - BAMIE X RmRE AR EE
LA R BEEA MMM Burke A ERR S  EAEKA
B

2005

$'000 F T

Impairment loss on fixed assets (note 14(a)) BEEEEREER (M 14)) 15,020

Severance payments BEE 2,363
Compensation for early termination of RELILEHRSHBEEMT

refrigerated soymilk copack agreement The 2 BE {8 4,679

Provision for the operating lease charges for Burke 4 EE M5 FAEA &

the Burke production plant after its closure MELSHE S HATERE 522

Others HAft 2,198

24,782

WRITE BACK OF PROVISION FOR COMPENSATION FOR TRAFFIC
ACCIDENT

This represents the write back of overprovision for compensation for
traffic accident relating to one of the Company’s subsidiaries, Vitasoy
USA Inc., which occurred in 2000. At 31st March, 2004, the Group
had established a provision of $777,000 for an unsettled injury claim.
During the year, the injury claim was settled and the provision
amounting to $12,000 was utilised. An overprovision of $765,000

was written back to the income statement.

During the year ended 31st March, 2004, two of the three injury
claims were settled and an overprovision for the two injury claims of
$1,464,000 was written back.

RBEEINBE BT

L TE R B Th AR X B A A — & 2 Al Vitasoy
USA Inc. RZZTTFAY R XBEINGE 2
R ERRE - RZTTWF=A=1+—H &
SRR —BEHABAZZERETIREE
777,0007C ° FZIEZERENFRDESER -

FTEhF 2 RIEBHEEEE512,0000T - RIEEZ B
765,000 B BB IRE A -

REZE-ZZNF=A=+—HIFE =F%
BREDEPMRONEHS - MZMRZER
182 HBEARE1,464,000T B AR REE] -

HMDEREEERAF
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
7  INCOME TAX IN THE CONSOLIDATED INCOME STATEMENT

(a)

Income tax in the consolidated income statement represents:

NOTES ON THE FINANCIAL
wes | STATEMENTS

FEBRMRZAENR
(a) FABEBMERAZAERAE

2005

$'000 Tt

Current tax — Provision for REBIE - FE

Hong Kong Profits Tax FIS BB
Tax for the year FABIEA
Over-provision in respect NEFEZ

of prior years FAREREE
Current tax — Overseas AEABE — o
Tax for the year FABIR
Under-provision in respect NEFEZ

of prior years BHET R
Deferred tax B E
Origination and reversal of IR B KB E

temporary differences TR
Effect of increase in tax rate B _EF SR

on deferred tax balance M2 8

The provision for Hong Kong Profits Tax is calculated at 17.5%
(2004: 17.5%) of the estimated assessable profits for the year.
Taxation for subsidiaries outside Hong Kong is charged at the
appropriate current rates of taxation ruling in the relevant tax

jurisdictions.

One of the Company’s subsidiaries in the People’s Republic
of China enjoyed a tax relief of 50% reduction in the income
tax rate for a period of 3 years commencing 1st January,
2002. Such tax relief expired on 31st December, 2004 and
from 1st January, 2005 onwards, the subsidiary is subject to
a tax rate of 15%.

Vitasoy International Holdings Ltd.

38,544 36,943
(103) (1,432)

38,441 35,511

1,039 1,130

124 40

1,163 1,170
1,154 (1,662)

(355) =
_________ .|
40,403 35,019

EENESHBERILZFE 2 A ERTUS A
17.5% (CZEZTPUF - 17.5%) ZFHERAE - FE
LASNAIB B A R 2 FIB RiE A R IE Al A B B
HAZBIHRESE -

RARHA—HRPEARKMEOME QR

BT TF—A— BRI =FZEMEHMEE
W2 RIEER o IWHIERER DN T TNF+
ZA=t+—HEm H=TTRF—A—HE -

ZHE A RIZEIR 1 5% B R o



at applicable tax rates:

INCOME TAX IN THE CONSOLIDATED INCOME STATEMENT

(continued)

(b) Reconciliation between tax expense and accounting profit

7 HREBRBRZAER (@

(b) BiEXHESHEFNUEAREFEZ

R -

2005

Profit from ordinary activities
before taxation

Notional tax on profit from
ordinary activities before
taxation, calculated
at the rates applicable
to profits in the tax
jurisdictions concerned

Tax effect of non-deductible
expenses

Tax effect of non-taxable
revenue

Tax effect of unused tax
losses not recognised

Tax effect of increase in tax rate
on deferred tax balance

Under/(over)-provision in
respect of prior years

Actual tax expense

KEEBRHBLZ
BT A A

ZERBIARDA
EERERN
MEBB RS
KELEERBZ
B A4 A
ZBiE

AR 2
BBRE

FERBBAZ
BBRE

RERERERZ
BMBBE G E

AR K LT R
MIREHR T8

DNEFEBERFETR

(EREERHR)

ERBIES

$'000 Tt

166,738 145,527
16,606 15,706
1,860 2,534
(1,554) (4,881)
23,825 23,052
(355) =
21 (1,392)
40,403 35,019
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(Expressed in Hong Kong dollars) (LA #s 5+ E)

8 DIRECTORS' REMUNERATION 8 E=EBE
Directors’ remuneration disclosed pursuant to section 161 of the Hong BEBEEB(RRUEIDE 161 KRB ESZHE
Kong Companies Ordinance is as follows: LU
2005
$'000 Tt
Fees e 1,292 1,277
Other emoluments HAb S
— Basic salaries, housing allowances, — EX¥Fe BE=ELL
other allowances and benefits E AR K
in kind BEYEF 12,587 11,551
— Contributions to retirement plans — RINET B 549 526
— Performance related and — BREABEWR
discretionary bonuses OB SR (EAL 3,953 4,357
18,381 17,711

Included in the Directors’ remuneration are fees of $685,000 (2004:
$551,000) paid to the Independent Non-executive Directors during

the year.

Included in basic salaries, housing allowances, other allowances and
benefits in kind are realised gains on exercise of share options
amounting to $3,605,000 (2004: $2,982,000).

In addition to the above emoluments, certain Directors hold share
options not yet exercised at the balance sheet date. Details of the
share options granted and outstanding in respect of each Director as
at 31st March, 2005 are disclosed in the Report of the Directors.

The Directors’ remuneration is within the following bands:

EEMEBREAFENL N FELIFNTES Y
#£685,0007T (ZZFZPY4 : 551,0007T) °

EARF & - BEER - BRI REVEFEE
1T BB IR T 2R 2 Wk 2$3,605,0007T (- Z Y
£ 1 2,982,0007T) ©

B LSt - BT EERSABREMRNEE R
AL - SEFR _TTRF=A=+—PREER
HATTEZ BRI HBHNESTEREEN -

EEMENFUTAR

$0 to $1,000,000

$2,000,001 to $2,500,000
$2,500,001 to $3,000,000
$3,000,001 to $3,500,000
$5,500,001 to $6,000,000
$6,000,001 to $6,500,000
$7,500,001 to $8,000,000

Vitasoy International Holdings Ltd.

07t % 1,000,000 7T

2,000,001 7t £ 2,500,000 JT
2,500,001 7t £ 3,000,000 7T
3,000,001 7t £ 3,500,000 JT
5,500,001 Jc = 6,000,000 7T
6,000,001 JT£ 6,500,000 JT
7,500,001 7T £ 8,000,000 7T

2005
Number A2
6 6
1 1
- 2
1 —
‘| —




INDIVIDUALS WITH HIGHEST EMOLUMENTS 9 ESMEAL

EREEeMEALFR =R (T EF
—R)BEE  BEZMERHESTRE - 2R
ZEENE AT (BIRES) S EmmT

Of the five individuals with the highest emoluments, three (2004:
three) are Directors whose emoluments are disclosed in note 8. The
aggregate of the emoluments in respect of the five individuals with

the highest emoluments (including the Directors) is as follows:

2005
$'000 ¥t
Fees Fiokia 316 321
Other emoluments H <
- Basic salaries, housing allowances,  — EA#HSE - =28
other allowances and benefits H 2R
in kind BEYEA 15,560 14,634
— Contributions to retirement plans — RIRFTEIEK 523 534
— Performance related and — BRBFERR
discretionary bonuses BIEEE R TEAT 4,791 4,745
21,190 20,234

EXRGE  EEZHN Ht 2B RE®DEHN
BIEITEBARE MR 2 WaE4,641,0007T
(ZZZTPY4E : 3,483,0007T) ©

Included in basic salaries, housing allowances, other allowances and
benefits in kind are realised gains on exercise of share options
amounting to $4,641,000 (2004: $3,483,000).

The emoluments of the five (2004: five) individuals with the highest A (CEENF AR RaE AL ZBEN

emoluments are within the following bands: FLATRAER -
2005
Number A&
$2,000,001 to $2,500,000 2,000,001 JT.Z 2,500,000 J© 1 —

$2,500,001 to $3,000,000 2,500,001 7t Z 3,000,000 7T 1

$3,000,001 to $3,500,000 3,000,001 7t = 3,500,000 7T = 3
$3,500,001 to $4,000,000 3,500,001 7T £ 4,000,000 7T 1 =
$5,500,001 to $6,000,000 5,500,001 JTZ 6,000,000 7T 1 =
$6,000,001 to $6,500,000 6,000,001 JC = 6,500,000 7T 1 =

$7,500,001 to $8,000,000

7,500,001 JTZ 8,000,000 7T

HMDEREEERAF



084

ANNUAL REPORT F i

NOTES ON THE FINANCIAL

STATEMENTS

(Expressed in Hong Kong dollars) (LA #s 5+ E)

BAFEERAR MY RE

10 PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The consolidated profit attributable to shareholders includes a profit
of $101,438,000 (2004: $107,591,000) which has been dealt with

in the financial statements of the Company.

Recondiliation of the above amount to the Company’s profit for the year:

10 BREREGEFR

R REEHR R E A BIEE I AR AR BIRET 2
4 71101,438,0007T (ZFZF M4 : 107,591,000
o) e

bR RARBAFDm M2 Bk

2005
$'000 Ft
Amount of consolidated profit BIIAERRA
attributable to shareholders e e
dealt with in the Company’s AR R FEAG
financial statements ERE T EREE 101,438 107,591
Dividends from subsidiaries REMEB AR E—EMEK
attributable to the profits FEHN - WRAEFE
of the previous year ZERZ A ZARE 5,058 7,809
Company'’s profit for the year RNAB 2 REZ A
(note 26(b)) (FizE26 (b)) 106,496 115,400
11 DIVIDENDS 11 RE
(a) Dividends attributable to the year (a) NEERE

Interim dividend declared and paid BEERERE X
of 2.8 cents per share FRHEARR S =A% 2.8 1L
(2004: 2.8 cents per share) (ZZZTPE : Fh%2.81l)
(note 26) (Ffff5E26)

Final dividend proposed after the REEE B & ER
balance sheet date of 5.7 cents EEH&@H& SRS 71l

per share (2004: 5.7 cents per share) (ZZZWF : GRS.700)
Special dividend proposed after #Eﬁﬁf?:?ﬁ/)ﬁ

the balance sheet date RIS

of 10.0 cents per share &Z/%10.01L

(2004: 5.0 cents per share) (ZZZMWF : FARS.00L)

The final and special dividends proposed after the balance sheet date
have not been recognised as liabilities at the balance sheet date.

Vitasoy International Holdings Ltd.

27,725 27,581
57,105 56,369
100,183 49,447
185,013 133,397
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11  DIVIDENDS (continued)

11 BRE )

(b) Dividends attributable to the previous year, approved and (b)y BRE-BHREE URAFEHRER

paid during the year

Final dividend in respect of the
previous year, approved
and paid during the year,
of 5.7 cents per share
(2004: 5.7 cents per share)
(note 26)

Special dividend in respect of the
previous year, approved
and paid during the year,
of 5.0 cents per share
(2004: 5.0 cents per share)
(note 26)

12 EARNINGS PER SHARE

(a) Basic earnings per share

The calculation of basic earnings per share is based on the
consolidated profit attributable to shareholders of $123,747,000
(2004: $116,025,000) and the weighted average number of
989,658,000 ordinary shares (2004: 983,839,000 ordinary

shares) in issue during the year.

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on the
consolidated profit attributable to shareholders of $123,747,000
(2004: $116,025,000) and the weighted average number of
996,448,000 ordinary shares (2004: 991,510,000 ordinary

shares) after adjusting for the effects of all dilutive potential

ordinary shares.

N ZRE

2005

$'000 F T

BN E—MBEE -

WA FEIE K

A2 RER S

B85 741

(ZZTZWMF - GRS5.71L)

(FfizE26) 56,395 56,100

BN E—MBEE -

WA FEIE K

ST FERIRR S

08501l

(ZZTZMF - FRS5.00L)

(FfizE26) 49,469 49,211

105,864 105,311

12 BREF

(a) BREXER
BRERBF TIRIELR S IR R FEL & T
123,747,0007T (ZZZ M4 : 116,025,0007T)
RAFEFANDETE B MRS
989,658,000% (—ZZPU4F : 983,839,0000%
TR ETE -

(b) BREBRF
FRHE AT YR IERAR & BR A 5 F
123,747,0007C (ZFZ 4 : 116,025,000
70 REP A R BEEERN Ak 2
EFELRBRZEBRMNEF R
996,448,000 (= F P94 : 991,510,000
BB T E

HMDEREEERAF
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12 EARNINGS PER SHARE (continued) 12 BRERE)
(c) Reconciliation (c) ¥ER
2005
Number of
shares
(i
‘000 FB%
Weighted average number of AT EGRER
ordinary shares used in calculating Bz ik
basic earnings per share iR E 989,658 983,839
Deemed issue of ordinary shares R 3% A s s e
for no consideration ATWERR B
arising from share options HRETZE B 6,790 7,671
Weighted average number of RUAE R EE
ordinary shares used in calculating Bz ik
diluted earnings per share iR 996,448 991,510

Vitasoy International Holdings Ltd.



13 SEGMENT REPORTING 13 DERE

Segment information is presented in respect of the Group's DEPER TSN E 2 Ry B2 - IREEM
geographical segments. Information relating to geographical fEMhE D E 22 BRIA iL & AN B 2 WEPE IR
segments based on the location of assets is chosen because this is in BHBRHRAS SR EREEMER Y2
line with the Group’s internal management information reporting HWEH

system.

HRARE s SRR EEERREEER
No business segment analysis of the Group is presented as all the HERMERSG  WEREEKSHZER -
Group’s turnover and trading result are generated from the
manufacture and sale of food and beverages.

2005
$/000
I

Revenuefromexternal ~~ REINEEER

customers WA 1331417 1219888 414829 441600 484897 499299 148812 108,633 - - 2379955 2269422
Other revenue EfA 5,854 6,046 1,49 28 19,011 6,290 - - 5,255 6,824 31369 20,008
Total revenue B 1337211 1226534 416,078 441850 503908 505589 148812 108,633 5,255 6,824 2411324 2289430
Seqment result e+ 210908 186974  (36,822) (44305 55979 45871 9,626 495 239,691 189,035
Unallocated operating ~ RAEMEE

income and expenses  WARER (39,894)  (36,551)
Proft flom operations A& 199,797 152,484
Finance costs RERA (904) (8421
Restructuring cost BHERA - - (478 - - - - - (24782) -
Wite back of provison XS &

for compensationfor ~ Z&f&

traffic accident 0] - - 765 1464 - - - - 765 1464
Income tax it (40403)  (35,019)
Minority nterests DaRRRS (2588) 5517
Profit atiributable o REEl

shareholders i) 13741 116,025
Deprecition for the KEE

year il 48614 5073 23188 21018 298% 30036 11367 10375 113,065 112,164
Impairment loss for KEE

the year HEER - - 15000 - - - - - 15,020 -
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
13 SEGMENT REPORTING (continued) 13

Segment assets PEEE 601,875 623,648 237,581 274637 317,785 348504 179,461 175,041 1,336,662 1,421,830
Unallocated assets AOBEE 459739 378787
Total assets Z2E 1,796,401 1800617
Segment liabilities 288k 144,064 136,087 41,671 55,630 100,326 91,897 15,267 1417 301328 295,031
Unallocated liabiities ~ &AEZEE 199,692 214,266
Total liabilties EaE 501,020 509,297
Capital expenditure TFEEH

incurred during the LER

year i 34,344 35213 10,581 10,802 3332 19,930 5,025 527 53,282 66,472

Revenue from external customers by location of customers is as follows:

AR PREH R 2 80 2 R B SRR R AT

Hong Kong
North America
Mainland China

Australia and New Zealand

Others

Vitasoy International Holdings Ltd.

BB

=M
REIRREE
M R Pa
H A&

2005

$'000 ¥t
1,546,954 1,446,038
467,501 495,662
133,085 147,782
156,369 115,495
76,046 64,445
2,379,955 2,269,422




14 FIXED ASSETS

(a) The Group

14 BEEEE
(a) AKE

Cost: A :
At 1st April, 2004 RZZEZNENA—A 577,540 945,121 132,415 60,585 1,715,661
Exchange adjustments B 5 A% 1,684 2,013 61 3 3,761
Additions AR 229 34,666 11,029 7,358 53,282
Disposals e (1,809) (75,627) (11,213) (4,086) (92,735)
Reclassification i p] (14,115) 14,115 = = =
At 31st March, 2005 R=FERF=A=1-H 563,529 920,288 132,292 63,860 1,679,969
Accumulated depreciation  ZFHTER

and impairment loss: REESE
At 1st April, 2004 RZZENFNA—H 142,634 573,395 98,671 54,573 869,273
Fxchange adjustments B 5 AR 139 697 33 3 872
Deprediation for the year AFEME 18,391 79,810 11,961 2,903 113,065
Impairment loss for REERE

the year B - 15,020 - - 15,020
Written back on disposal HERERE (1,020) (73,166) (10,900) (3,866) (88,952)
Redlassification ENSE (1,057) 1,057 - - -
At 31st March, 2005 R=ZZERF=A=1—H 159,087 59,813 99,765 53,613 909,278
Net book value: HREEE
At 31st March, 2005 RZZTRFE=A=+—H 404,442 323,475 32,527 10,247 770,691
At 31st March, 2004 RZZEZEME=A=+—H 434,906 371,726 33,744 6,012 846,388

Impairment loss WEEE

The impairment loss represents the write down of the carrying value
of certain fixed assets located in the US operations to the estimated
net disposal proceeds or nil, as these fixed assets would either be
disposed of or retired from active use as a result of restructuring. The
impairment loss recognised is included in “Restructuring cost” in the
consolidated income statement (note 5).

IR BRI IE S RSB S EA N L E KRR
AETEEEEZ REEMREZEEE 2 fA5TH
EFEXT - ZFREBHBEDIT AR BEERE
R [EHERA] (H5ES) -
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
14 FIXED ASSETS (continued) 14 BEEEE &)

(b) The Company (b) AT

Cost: PENER

At 1st April, 2004 R-ZENEMA—H 164,471 338,038 64,211 49,518 616,238
Additions NE - 13,655 2,227 6,307 22,189
Disposals HE = (2,511) (1,927) (3,139) (7,577)
At 31st March, 2005 R-ZETRE=A=1+—H 164,471 349,182 64,511 52,686 630,850

Accumulated depreciation: Z&HE

At 1st April, 2004 RZTZNFMA—H 54,072 273,523 53,675 45,578 426,848
Depreciation for the year AEEME 4,740 23,802 4,007 2,123 34,672
Written back on disposal HERERE - (2,289) (1,909) (3,122) (7,320)
At 31st March, 2005 R-ZZR¥=A=+—H L _5%812_ L _29_5,(136_ L ESZ7§ L _44_,519_ o 11511,2_00_
Net book value: BREFME
At 31st March, 2005 R-ZZR¥=A=+—H 105,659 54,146 8,738 8,107 176,650
At 31st March, 2004 R-ZZEmF=A=+—H 110,399 64,515 10,536 3,940 189,390
() The analysis of cost of land is as follows: (c) LTHFABEZAMWT :
2005 2005

$'000 T $'000 T
In Hong Kong EEE
— medium-term lease  — FHATEAY 185,045 185,045 77,014 77,014
Outside Hong Kong ~ &#ELASMEE
— freehold — KA 8,621 8,762 - =
— medium-term lease  — FHATEAY 6,493 6,482 = =
— short-term lease — 2HIFRAY 1,386 1,385 = =

201,545 201,674 77,014 77,014

Vitasoy International Holdings Ltd.



14 FIXED ASSETS (continued)

(d) The Group leases factory machinery and equipment under

(e)

finance leases expiring from three to five years. At the end of
the lease term the Group has the option to purchase the factory
machinery and equipment at a price deemed to be a bargain
purchase option. None of the leases includes contingent rentals.
The net book value of the factory machinery and equipment
held under finance leases of the Group at 31st March, 2005
was $10,529,000 (2004: $19,343,000).

The Group and the Company leases out fixed assets under
operating leases. The leases run for an initial period of three
years, with an option to renew the lease when all terms are

renegotiated. The leases do not include contingent rentals.

The gross carrying amount of fixed assets of the Group and
the Company held for use in operating leases at 31st March,
2005 was $22,698,000 (2004: $22,698,000) and the
related accumulated depreciation was $11,767,000 (2004:
$11,240,000).

The Group’s and the Company’s total future minimum lease
payments under non-cancellable operating leases are receivable
as follows:

14 EEEE )

(d)

(e)

AEBFBEN=—"=RFANIMzMEHE -
R TR MR - REERERE - A
SEAEEENESEBBE XS IHHS

& - BMEREYEBHEIERSE - £AF
EARERERE 2 TR REN—F
ERAF="A=+—BZEEFER
10,529,0007T (ZZZ W4 : 19,343,000

JT) °

AEBEARAALEHERLEEE
E-REHE-ROFRH=F ABE
BEREIMBRED  ERMAGIY
AEHEE  FELEHELEBERE
He -

RZZTRF=A=+—RH  AEERARQ
AIAEKEREZERTEERERER
22,698,00070 (ZZZ U4 : 22,698,000
TT) Bz REITERER11,767,0007T
(ZZZPU4F © 11,240,0007T) °

REE RARAIRBE N ARG 2 QEHE
RR BN RIEEENREREMT

Within 1 year —FR
After 1 year but within 5 years —FRBERFA

2005
$'000 F T
540 1,296
= 540
540 1,836
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
15 INTEREST IN SUBSIDIARIES 15 MIBLAEER

2005
$'000 Tt
Unlisted investments, at cost JELEMIRE « RAAE 93,072 93,072
Amounts due from subsidiaries IIEYNEIDNE 823,022 833,459
916,094 926,531
Less: Impairment losses B OREEE (642,193) (548,344)
273,901 378,187
At 31st March, 2005, amounts due from subsidiaries are unsecured, RIEZRF=A=+—H HWBEBARXRIEE
interest-free and have no fixed terms of repayment. The entire balance R - BB REREFENE - HEEEHRTR
is expected to be recovered after more than one year. HEE— U o
At 31st March, 2004, included in amounts due from subsidiaries were RIZEENMF=A=+—08  WBARRKEE
balances totalling $24,946,000 which were unsecured, interest 4BEN24,946,0007T 2 #58% - S F RN IIRAR -
bearing and with specified repayment terms. All the remaining BRTERIE RETHERE - At 2B E
balances were unsecured, interest-free and had no fixed terms of A 2B REEEER -
repayment.

M N Rl 2 BB RIE NS THE AT 2
Impairment losses on interest in subsidiaries represent the write down REZREBEMRZENBRR AEFE -
of the carrying values of the investments in certain subsidiaries to

B AR ZFESIT
the net asset values of these subsidiaries. M AELZEEIT

Details of the subsidiaries are as follows:

Vitasoy Holdings Netherlands Us$6,100 100 - Investment
N.V. Antilles 6,100 37T holding
ol akza:okglk REER

Vitasoy International Holdings Ltd.



15 INTEREST IN SUBSIDIARIES (continued)

MELRER (8

Vitasoy Netherlands
International TR
B.V.

Vitasoy (UK) United
Investments Kingdom
Company Limited B

Vitasoy USA Inc. United States

of America

ESE

Shenzhen Vitasoy People’s

(Guang Ming) Republic of

Foods and Beverage China

Company FEAR

Limited (note i) HANET

YR (GEBR)

RmRERAR (ffati)

Vitasoy (China) Hong Kong

Investments N

Company Limited
#aih (PE) REARAA

EUR22,500
EXZ& 22,500

GBP2
2 55

US$12,061,000
Common stock
12,061,000 =T

i

US$25,400,000
Convertible

series A

preferred stock
25,400,000 7T
AR A BB EAR

RMB80,000,000
AR ¥ 80,000,000 7T

$20
207T

100

70

100

100

100

100

Investment
holding
& & AR

Investment
holding
HE AR

Manufacture
and sale of
soy related

products
FERHE
SHEM

Manufacture
and sale of
beverages
FER
$HE SR m

Investment
holding
& & AR

HMDEREEERAF
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
15 INTEREST IN SUBSIDIARIES (continued) 15 BN EER (B)

Vitasoy (Shanghai) People’s RMB191,476,367 - 100 Manufacture
Company Republic of AKR® 191,476,367 7T and sale of
Limited (note ii) China beverages

#ME (E8) RIEAR FER
AR R (B i) HFIE SHER T

Vita International Hong Kong $20 100 = Investment
Holdings Limited BB 207T holding

#A B EE AR AR HE PR

Vitasoy Australia Australia A$8,925,000 - 100 Manufacture
Products Pty. SEN V class shares and sale of
Ltd. 8,925,000 8T V $EA% beverages
(note iii)

(Bt i) A$8,575,000 EER
N class shares - - HERm
8,575,000 87T N £8%

Vitasoja (Macau) Macau MOP100,000 100 - Distribution
Limitada R JEPIE 100,000 7T of beverages

M CRPI) AR AR pak=f/Gn

Produtos De Soja Macau MOP10,000 - 100 Dormant
Hong Kong SEFY SEPFIE 10,000 T Timea

(Macau) Limitada

RS H(RF) BRAF

Vitasoy International Holdings Ltd.



15

INTEREST IN SUBSIDIARIES (continued)

MELRER (8

Vitaland Services Hong Kong $3,000,000
Limited BB 3,000,000 7T,

AR PRF AR A F)

Hong Kong Gourmet Hong Kong $20
Limited BB 207

BERERERAT

The Hong Kong Hong Kong $20
Soya Bean Products i 207
Company, Limited

BEBEmARAR]

Vitasoy Distributors Singapore $$2,500,000
(Singapore) Pte. Ltd. N NI

2,500,000 7T

All of these are subsidiaries as defined under note 1(d) and have
been consolidated into the Group’s financial statements.

Notes:

(i) Shenzhen Vitasoy (Guang Ming) Foods and Beverage Company Limited
(“Shenzhen Vitasoy”) is a sino-foreign equity joint venture established
in the People’s Republic of China and is to be operated for 20 years up
t0 2011.

(i) Vitasoy (Shanghai) Company Limited is a wholly foreign owned subsidiary
established in the People’s Republic of China and is to be operated for
50 years up to 2045.

(i)  The Group has an interest in 51% of the equity of Vitasoy Australia
Products Pty. Ltd..

100 - Operation of
tuck shops
BERYE

- 100 Provision of
catering
services

RERERRYE

100 = Property
investment

MEKE

100 - Dormant
T 2

HERAREHERMEINDMREZHMBEAF -
WENAREE 2 HBHRGEETE -

GEX

() ORI CLE) RERBAERAE (DRI
1)) B EARKFMBEZMKL PINEESR
Bh¥ KEBA—+F E-F——Fko

@iy (25 BRARANFEARLE M
R ZNEREMBAR  CEBAR+HE &
—EMNAFLE -

(i) A% [E#F A Vitasoy Australia Products Pty. Ltd.
51% 2 BRAHERS ©

HMDEREEERAF
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
16 INVENTORIES 16 F&

2005 2005
$'000 Tt $'000 Tt
Raw materials ER 111,062 126,749 54,972 61,136
Finished goods BIRY G 74,278 85,286 28,454 34,824
185,340 212,035 83,426 95,960
Included in the inventories of the Group are raw materials of KEBEZFERIERM3,281,0007T (ZFZ N
$13,281,000 (2004: $21,217,000) and finished goods of $2,311,000 1 21,217,00070) MEAG2,311,0000T (ZF
(2004: $484,000) stated net of provisions, in order to state these TPULE : 484,0007T) BFREMESSR - B EILRZ
inventories at the lower of their cost and estimated net realisable value. EFE AL G IR FE CARER 2R

_ . . REEER%E) ABR o
Included in raw materials of the Company are inventories of

$5,482,000 (2004: $4,589,000) stated net of a provision, in order AR ZEREHEFES,482,0000T (ZEZE M
to state these inventories at the lower of their cost and estimated F 1 4,589,0007T) BB EETIER - BEERZS
net realisable value. BFEZHRAS G AT ZEFE UIMEF 2K
A A -
17 TRADE AND OTHER RECEIVABLES 17  FEWERF R H A REUR

Trade debtors and bills FEUAR TR

receivable R R 275,961 257,925 192,727 185,651
Deposits, prepayments and &% ~ FEMFIE

other debtors T E b FE UK 28,491 31,777 6,650 8,032

304,452 289,702 199,377 193,683

Vitasoy International Holdings Ltd.



17 TRADE AND OTHER RECEIVABLES (continued) 17 FBWERR R H ALK (8)
The ageing analysis of trade debtors and bills receivable (net of FENS RN I FE W R 7 (B HIBR RABFR R 2 AR
provisions for bad and doubtful debts) is as follows: DR
2005 2005
$'000 ¥t $'000 ¥t
By date of invoice P Ed=p
0 - 3 months TE={EA 240,157 227,949 157,754 156,932
4 — 6 months m=~EA 35,685 29,697 34,973 28,719
Over 6 months 7~ME A LA E 119 279 - -
275,961 257,925 192,727 185,651
The credit terms given to the customers vary and are generally based LTEPZEEREETR - —REEERNEF
on the financial strength of the individual customer. In order to ZHBORAEE - RAENEREVER 2 EER
effectively manage the credit risks associated with trade debtors, credit B - REETEBRFTEESER -
evaluations of customers are performed periodically.
18 AMOUNTS DUE FROM SUBSIDIARIES 18 M2 AR
The amounts due from subsidiaries are unsecured, interest-free and MEBARRREREERRRS - BEETEER
have no fixed terms of repayment. The entire balance is expected to H o 2EERAERN—FREE o
be recovered within one year.
19 BANK DEPOSITS AND CASH AND CASH EQUIVALENTS 19 RITFRERSRREEEERE

2005 2005
$'000 Tt $'000 T
Cash at bank and in hand RITHEEREFRS 76,919 74,480 23,107 18,047
Bank deposits maturing FERRE DR
within 3 months =@Az
when placed RITEK 325,754 226,144 291,135 216,722
Cash and cash equivalents He MREEAEER 402,673 300,624 314,242 234,769
Bank deposits maturing after 7N T 7
3 months but within 1 year =@AAZ—4
when placed ZIRITTER 91,606 56,596 70,593 56,173
Bank deposits maturing after  1FsXHAZ R —4F
1 year when placed ZIRITTER 38,427 93,397 38,427 93,397
532,706 450,617 423,262 384,339

HMDEREEERAF
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)

20 BANK LOANS 20 $RITER
At 31st March, 2005, the Group had bank loans repayable as follows: REZZTERF=A=1+—08 ' RITEFERTY
HABR (BT -

2005

$'000 Tt
Within 1 year —FR 154,250 161,617
After 1 year but within 2 years —FREREAN 4,490 4,485
After 2 years but within 5 years MERBRFERN 10,105 14,576
14,595 19,061
168,845 180,678

At 31st March, 2005, the bank loans were secured as follows: N—BERE=A=+—H ' FITER IO

2005
$'000 Tt
Secured BHEM 19,085 23,545
Unsecured A 1 149,760 157,133
168,845 180,678
At 31st March, 2005, bank loans totalling $19,085,000 (2004: RIZTZRF=A=1+—H - #%519,085,0005C
$23,545,000) were secured by charges over fixed assets with net (ZZZ VU4 : 23,545,0007T) Z R TERUIARE
book values totalling $37,069,000 (2004: $46,841,000). JFE$£37,069,0007T (ZZZPULF : 46,841,0007T)
2 [EFE B EEVEIAR

Vitasoy International Holdings Ltd.



21

TRADE AND OTHER PAYABLES 21 FEAERRAREMESR

Trade creditors and FEITBR R
bills payable ERTE& 151,486 84,288
Accrued expenses and  fERTERA K&
other payables E b FETFR 144,767 58,848
296,253 143,136
The ageing analysis of trade creditors and bills payable is as follows: JERTER R R BN IR 2 BRER AT A T

2005 2005
$'000 it $'000 F it

By date of invoice P Ed=p

0 - 3 months TE=EA 149,627 82,527
4 — 6 months PO {EA 446 379
Over 6 months NEAME 1,413 1,382

151,486

HMDEREEERATF
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)

22 OBLIGATIONS UNDER FINANCE LEASES 22 MEHEEZEH
At 31st March, 2005, the Group had obligations under finance leases REZTTERF=A=1+—0 ~r5EREMER
repayable as follows: Z/RERZEBNAT

2005

Present Interest
value of the  expense Total
minimum relating minimum
lease  to future lease

payments periods payments
REHE  BEKRK
E VA Blz REEE
BE FERX (AREHR
$'000 ¥t $'000 Fx $'000 T

Within 1 year

After 1 year but —i&
within 2 years BRER 3,235 423 3,658
After 2 years but [GESE
within 5 years BRER 5,708 330 6,038
8,943 753 9,696
15,230 1,447 16,677

Vitasoy International Holdings Ltd.



23

EMPLOYEE RETIREMENT PLANS

The Group operates and participates in a number of defined

contribution and defined benefit retirement plans in Hong Kong and

certain overseas countries.

(a) Defined contribution retirement plans

(i)

The Group operates a defined contribution retirement plan,
Vitasoy International Holdings Limited Staff Provident Fund,
which is available for all eligible staff employed by the
Group in Hong Kong and Macau before 1st August, 2000.
The plan is funded by contributions from employees and
the Group, both of which contribute sums representing
5 — 7.5% of basic salaries. Forfeited contributions are
credited to members’ accounts in accordance with the rules
of the plan. The plan is administered by trustees with the
assets held separately from those of the Group.

Staff employed by the Group in Hong Kong not joining
the defined contribution retirement plan are required to
join the Group’s mandatory provident fund plan under the
Hong Kong Mandatory Provident Fund Schemes
Ordinance. The mandatory provident fund plan is a defined
contribution retirement plan administered by an
independent corporate trustee. Under the plan, the Group
and its employees are each required to make contributions
to the plan at 5% of the employees’ relevant income,
subject to a cap of monthly relevant income of $20,000.
Contributions to the plan vest immediately.

Employees in the subsidiaries in the People’s Republic of
China (the “PRC") are members of the central pension
scheme operated by the PRC government. The Group is
required to contribute a certain percentage of employees’
remuneration to the central pension scheme to fund the
benefits. The only obligation for the Group with respect
to the central pension scheme is the associated required
contribution under the central pension scheme.

23 {EERMNKETE

AEBERBNETHINERRL
ERF A ERME

R2MZEAR
RREHE -

(a) HREMFEMNKEE

0

(ii)

REBERABR_ZZTTFNA—H
ZHEEENBFXERAEEZE

i}

BB TRI AR EHFRKE S
(DB EEERARBB R
®) - ZtBlz B RBRERALE

ZHK - BT HREBRERH 25—
7.5% ° SRUHFISIRIEAT 8 2 4R Al
AFHBI B ZBRP © T8I m1Est
ABE  FRBEENTEAEEZEE
DFIERIE °

SRS B 2R T HEGR
RetBl2BBRE - WAREBEBCGR
HIMEATESHENEG) 2 INALE 2 58
SRS FTE - R ATEREE
B—IERTEEFRAKTE - BB
BZAEE - RiF%E  AEE
kEREESZEERBRA (BERA
2 & A MR A20,0007T) 2 5%[H:TE
R o MBI 2 HFRENEF AR o

R E AR ([E]) 2 f 8
RAEIZEEHSMHFEBTRLZ
hARRKEETE - AREEZEE M
EZ XK -BOLRATRERSEBIH
Ko NEE P RRAKE A EIFARE
T2E—BERRPREAREF S

Mo

HMDEREEERAF
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23 EMPLOYEE RETIREMENT PLANS (continued)

(a) Defined contribution retirement plans (continued)

(iif)

(iv)

For employees in Australia, contributions are made by the
Group to a registered superannuation fund for its
employees, at 9% of the employees’ salaries. The assets
of the scheme are held separately by an independent

administered fund.

Eligible employees in the United States of America are
covered by a defined contribution retirement plan under
section 401(k) of the Internal Revenue Code. The plan
provides for voluntary employee contributions, which
represent a salary deferral for US income tax purposes, of
up to 100% of each employee’s annual salary, subject to a
cap of US$14,000. The Group also contributes an annual
amount in respect of each employee’s self contribution.
The amount of the Group’s annual contribution is limited
by the lesser of (i) 50% of each employee’s annual
contribution, and (i) 2% of each employee’s gross annual

salary.

Vitasoy International Holdings Ltd.

NOTES ON THE FINANCIAL

23 EERHKEHE (B

(a) REMFRIAGE (B

(iii)

(iv)

BMNEETE - ANEEAZREEFHN
Z9%[M—IAREEE MR EME
RESHK - SABEERBUEELZ
E20HEE -

EEHzEEREERREInternal
Revenue CodeZ8401 (k) — I8 E 1
FORMGTEURIE - ZETEREEE AR
HEFr oL aRaft (BB A B

SEREEERZFHS) - e EE
BF#2100% * MELA14,000E T4

IR - AREBESEREE 2 HERIE
K - NEEZ FEHRFERA THIRE
FZRESEAR  (FREEBZEF
KR 250% + MifSHEE 2 2FHE
HEREZ2% -



23 EMPLOYEE RETIREMENT PLANS (continued)

(b) Defined benefit retirement plans

(@

At 31st March, 2005, the Group and the Company recognised

employee retirement benefit (assets)/liabilities in respect of the

following defined benefit retirement plans:

23 EERMKEE ()

(b)

RERBNEMNGE
RZZETRF=RA=+—8 XEERXK
DA TR ERMBR A BEREER

B (BE) &fE -

Retirement gratuities RBARE
(note () (PR () (1,988) (510) (2,166) (668)
Long service payments  EHIfRIEE
(note (d)) (PR () 3,745 4,113 3,595 3,977
1,757 3,603 1,429 3,309
Represented by: K&
Employee retirement EERIK
benefit assets & E (1,988) (510) (2,166) (668)
Employee retirement EERIK
benefit liabilities BAEE 3,745 4,113 3,595 3,977
1,757 3,603 1,429 3,309
Retirement gratuities (c) BIE

Employees of the Group in Hong Kong and Macau, who have
completed a prescribed minimum period of services and joined
the Group before a specific date, are entitled to retirement
gratuities upon retirement age. The gratuity is based on the last
month’s salary and the number of years of service.

A funded defined benefit retirement plan, Vitasoy International
Holdings Limited Defined Benefit Scheme, was established for
the retirement gratuities. The defined benefit retirement plan is
administered by an independent corporate trustee, with assets
held separately from those of the Group. The plan is funded by
contributions from the Group in accordance with an
independent actuary’s recommendation.

AEBEFTENMRMAZEEERBFEE
BB EZREHRENEE B 28
AR E - 35 8] 4 JE R R B EHUR
e - @RRFHREMEAFLERBFEE

e

REBSRKREKRIL—BETERME
Rt 8 - BEREBBERARFER
FEHEl - IR ERIBAFTE BB LA
AERAEE  HEERAKEZEED
PRI - Zat IR A ERRBIEED
ZIBERHR o

HMDEREEERAF
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(Expressed in Hong Kong dollars) (JA/&# 5+ &)
23 EMPLOYEE RETIREMENT PLANS (continued)

(c) Retirement gratuities (continued)

The latest actuarial valuation of the plan was at 31st March,
2005 and was prepared by qualified staff of Towers Perrin, who
are members of the Society of Actuaries of the United States of
America, using the projected unit credit method. The valuation
indicates that the Group’s obligation under this defined benefit
retirement plan is 134% (2004: 137%) covered by the plan
assets held by the trustee.

(i)  The amounts recognised in the balance sheets are as
follows:

2005

NOTES ON THE FINANCIAL
wes | STATEMENTS

23 {EERMKEE (E)
(c) EMRE@E
Zatdlz & EEAEIR BT RF=
A=+—HHMHTowers Perrinz & B1&E 8
(RERBHMEZG 2 g 8) RARHE SN
BEEHETT - ARMBERRAEEREZ
REBMBRAKGEMABITZEEAS
134% (ZZZTMF : 137%) RIEEARE
ZETEIBERRE o

() REERBERERZEBAON :

2005

$'000 F it

Present value of wholly —~ 2EEBHE T

$'000 Fit

funded obligations ZHE 53,917 54,248 52,463 52,919
Fair value of stEIEEZ

plan assets ~EE (72,192) (74,154) (70,740) (72,704)
Net unrecognised RERZIEH

actuarial gains W F 58 16,287 19,396 16,111 19,117
Employee retirement EERIK

benefit assets RBRNEE (1,988) (510) (2,166) (668)

A portion of the above asset is expected to be recovered
after more than one year. However, it is not practicable to
segregate this amount from the amounts receivable in the
next twelve months, as future contributions will also relate
to future services rendered and future changes in actuarial
assumptions and market conditions.

Vitasoy International Holdings Ltd.

B LB E D AT RS — R
[l : AT - RRARERERINS R B &
R RPNk ARERERR TR
ERIREHMBR 2 B H - S REER
A M8 A P ERER 2 S B8 Bk
WAREIAT ©



23 EMPLOYEE RETIREMENT PLANS (continued)

(9]

Retirement gratuities (continued)

(ii)

(iii)

Movements in the net assets recognised in the balance

sheets are as follows:

At 1st April
Contributions paid

to the plan

Net expense
recognised
in the income
statement (note 4(b))

At 31st March

23

EEERKETE (B)
(c) ‘K& (B

iy DHEEEBBRLWRZFEEEH
O
2005 2005
$°000 Tt $'000 Fit
WImA—H (510) (1,461) (668) (1,567)
EREEESH
EE A (2,486) (2,650) (2,380) (2,537)
EBHRME
BRZ
S
(GEZO) 1,008 3,601 882 3,436
R=A=+—8 (1,988) (510) (2,166) (668)

Net expense recognised in the consolidated income

statement is as follows:

Current service cost
Interest cost
Expected return

on plan assets

Net actuarial (gains)/losses

recognised

BRAERIBARA
B R
FHEIBEEZ
&t B
BREREE W)
BRFE

(i) FEARAIEERER R FSHNT

2005
$'000 ¥t
3,843 3,602
1,869 1,936
(3,358) (1,946)
(1,346) 9
1,008 3,601

HMDEREEERAF
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23 EMPLOYEE RETIREMENT PLANS (continued) 23 EERKGE(E)
() Retirement gratuities (continued) (c) ‘KRS (B
(i) (continued) (i #&
The above net expense is included in the following line FUFE AR A IERERAT 2 TH
items in the consolidated income statement: BanR -

Cost of sales SHE AR 225 873
Marketing, selling and HE - HER
distribution expenses HEHE A 282 872
Administrative expenses 1TEE A 354 1,276
Other operating expenses Hig % A 147 580
1,008 3,601
Actual return on plan FTEIEE  BER B
assets — (loss)/gain — (B518) Was (1,599) 27,047
(iv) The principal actuarial assumptions used as at 31st March, (ivy R-EERF=A=1+—HFHEAZ
2005 are as follows: FERERRNOT :

Discount rate at 31st March RERA=+—BZimEx 4.25% 3.50%
Expected rate of return TEIEEZ

on plan assets SEERaEIEEE 5.25% 4.50%
Future salary increases R PR B 3.00% 2.50%

Vitasoy International Holdings Ltd.



23 EMPLOYEE RETIREMENT PLANS (continued)

(d) Long service payments

Under the Hong Kong Employment Ordinance, the Group is
obliged to make lump sum payments on cessation of
employment in certain circumstances to certain employees who
have completed at least five years of service with the Group.
The amount payable is dependent on the employees’ final salary
and years of service, and is reduced by entitlements accrued
under the Group’s retirement plans that are attributable to
contributions made by the Group. The Group does not set aside

any assets to fund any remaining obligations.

An actuarial valuation of long service payments was also carried
out at 31st March, 2005, by qualified staff of Towers Perrin,
who are members of the Society of Actuaries of the United

23 EEEMNEE(EB)
dy EHR%S

REBFB(RRBIEN)  AKEAEETIE
RATRIEBARAEERBESAF IR
BRANEXN —FBHEA - AN Z
TRRTRESRRAATHERBFEM
JE - AR RERIRAR R A = BRIET &I R 5T
BN AR B EEFR 2 S - NEEL
AEBEENRHEITEARGEEIMT
ZEE -

RERGSIINR_TTRF=A=+—H
FTowers Perrinz & B8 8 (AEBIEE
MEere8) RABEEMEEAETH
HihE -

States of America, using the projected unit credit method.

() MEERBRERZBAOT

(i)  The amounts recognised in the balance sheets are as follows:

2005 2005
$'000 Tt $'000 Tt
Present value of EENE
unfunded obligations ZRE 1,225 2,137 1,031 1,780
Net unrecognised RERIBE
actuarial gains Iyt 2,520 1,976 2,564 2,197

3,745 4,113 3,595 3,977

HMDEREEERAF
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23 EMPLOYEE RETIREMENT PLANS (continued) 23 {EEEMNKTE (B
(d) Long service payments (continued) (d) RERBE@E
(i) Movements in the net liabilities recognised in the balance (i) REEABRERAZFEEEF
sheets are as follows: Ol

2005
$'000 Tt
At 1st April H®UA—H 4,113 4,572 3,977 4,466
Net (income)/expense  fEiBasshak £
recognised in the TR F
income statement WA /X
(note 4(b)) (Ff5E4(b)) (207) 239 (261) 209
Benefits paid B &7 (161) (698) (121) (698)
At 31st March R=A=+—H 3,745 4,113 3,595 3,977
(i) Net (income)/expense recognised in the consolidated (i) ELZEABIERER EERZF WA,/
income statement is as follows: ST
2005
$'000 Tt
Current service cost R A RIS A 25 17
Interest cost F B R 73 203
Net actuarial (gains)/losses BREREE (k)
recognised E5i8 ) F 8 (305) 19
(207) 239

Vitasoy International Holdings Ltd.



23 EMPLOYEE RETIREMENT PLANS (continued) 23 [EERERKETE (8

(d) Long service payments (continued) (d) EHRKE: (@
(i) (continued) (iiy  (#&)
The above net (income)/expense is included in the following EHUFE URA) SR ALRA BT
line items in the consolidated income statement: KEZBEEMT :
2005
$'000 Tt
Cost of sales SHEE R A (57) 53
Marketing, selling and HE  #HER
distribution expenses DiHE A (13) 83
Administrative expenses THER (94) 66
Other operating expenses E g & A (43) 37
(207) 239
(iv) The principal actuarial assumptions used as at 31st March, vy RZZEZERF=A=+—HEMAZ
2005 are as follows: FEBERROT

Discount rate at 31st March RERA=+—BZHEX 4.25% 3.50%
Future salary increases RIRFTIIL IR 3.00% 2.50%
24 INCOME TAX IN THE BALANCE SHEET 24 BEGEBRIFFER
(a) Current tax payable in the balance sheets represents: (a) BEABBRZEFEHHEBEBARE:

2005 2005

$000 T T $'000 Tt

Provision for Hong Kong ~ KNEE &S

Profits Tax for the year ST 38,544 36,943 36,571 34,798
Provisional profits Bz
tax paid TEEFISH (28,144) (29,089) (26,083) (26,742)
10,400 7,854 10,488 8,056
Overseas taxation YEINRIE 801 1,219 = =
11,201 9,073 10,488 8,056

HMDEREEERAF
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24 INCOME TAX IN THE BALANCE SHEET (continued) 24 BEEEBERZMEH(E)
(b) Deferred tax assets and liabilities recognised: (b) EHRIRELFHEEERAE:
The components of deferred tax (assets)/liabilities recognised in REEBBRERZELHE (EE), /8
the balance sheets and the movements during the year are as BERFAZEEOT
follows:
The Group AEE

At 1st April, 2003 R-ZZ=FNA—A 25,632 (4,044) (10,606) (6,735) 4247
Charged/(credited) RizaE@Ex

to consolidated e/

income statement A 2,162 (6,275) 1,102 1,349 (1,662)
At 31st March, 2004 R-ZBZNFE=A=+—H 27,794 (10,319) (9,504) (5,386) 2,585
At 1st April, 2004 R-ZEZWFINA—H 27,794 (10,319) (9,504) (5,386) 2,585
Charged/(credited) RizEEmEx

to consolidated M/

income statement GtA) 6,326 (9,054) 1,642 1,885 799
At 31st March, 2005 R-ZEZRF=A=+—H 34,120 (19,373) (7,862) (3,501) 3,384

Vitasoy International Holdings Ltd.



24 INCOME TAX IN THE BALANCE SHEET (continued) 24 BESEBRZFEHR B

(b) Deferred tax assets and liabilities recognised: (continued) (b) EERELBEEERESE X B
The Company PN

At 1st April, 2003 R-ZZE=4FNA—H 13,641 (2,659) (6,735) 4,247
(Credited)/charged RIERHRE

to income statement GENVZEILS (2,457) 675 1,485 (297)
At 31st March, 2004 R-EEMNF=A=+—H 11,184 (1,984) (5,250) 3,950
At 1st April, 2004 R-ZZEMFNA—H 11,184 (1,984) (5,250) 3,950
(Credited)/charged RIERHRE

to income statement GENVZEILS (1,044) (335) 1,886 507
At 31st March, 2005 R-ZTAF=A=+—H 10,140 (2,319) (3,364) 4,457

Summary BE

Net deferred tax assets REEEER

recognised on the R IR

balance sheet HEEE TR (1,224) (1,365) = =
Net deferred tax liabilities RNEEEEX

recognised on the R R

balance sheet BIABEFHR 4,608 3,950 4,457 3,950

3,384 2,585 4,457 3,950
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112 NOTES ON THE FINANCIAL

ST | STATEMENTS
BAFEERAR MY RE

(Expressed in Hong Kong dollars) (LA #s 5+ E)

24 INCOME TAX IN THE BALANCE SHEET (continued) 24 BEBBEXRZFEH (&)
() Deferred tax assets not recognised (c) RERZELFREBEEE
The Group has not recognised deferred tax assets of RAEBE T EEREBENNBEEBERE
$156,443,000 (2004: $139,807,000) in respect of tax losses of 489,327,0007T (ZZZPU4F : 443,885,000
$489,327,000 (2004: $443,885,000). L) Z BRI T B EE 156,443,00070 (Z T T

PO4F : 139,807,0007T) °
Included in unrecognised tax losses is an amount of $92,119,000

(2004: $108,933,000) which will expire in five years. The RIBERITHA - AERREEELE
remaining balance of $397,208,000 (2004: $334,952,000) does 92,119,0007T (ZZZPY4F : 108,933,000
not expire under current tax legislation. TO) AR BERNER - A #4397,208,0007T
(ZZZ M4 : 334,952,0007T) B RS IET
gREER
25 SHARE CAPITAL 25 BRI
2005
Number of
shares Amount
[iid -]
‘000 TR $'000 ¥t
Authorised: EERA
Ordinary shares BARE(E 0.25 7T
of $0.25 each 2 EmR 3,200,000 800,000 3,200,000 800,000

Issued and fully paid: EERTROCHBERA :

At 1st April REA—H 985,828 246,457 977,044 244,261
Shares issued on R AR T
exercise of MmEEITZ
share options &
(note 27(a)) (FiFsE27(a)) 8,100 2,025 8,784 2,196
At 31st March R=A=1+—H~ 993,928 248,482 985,828 246,457
During the year, options were exercised to subscribe for 8,100,000 FAFREARRALBAS, 100,000/ (ZEZE
(2004: 8,784,000) ordinary shares in the Company. The net MU : 8,784,000/% L i@A%) ~ FEAREIETT(E -
consideration was $10,042,000 (2004: $9,955,000) of which FTSHEF584510,042,0005T (Z T YEF ¢
$2,025,000 (2004: $2,196,000) was credited to share capital and 9,955,0007T) * FM12,025,00050 (- ZZ P4 ¢
the balance of $8,017,000 (2004: $7,759,000) was credited to the 2,196,0007T) B AR - H£:8,017,0007T
share premium account (note 26). (ZZZFWM4F + 7,759,0007T) AJEE AR5 B BR

(fsE26) °
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26

RESERVES

(a) The Group

26 f#E
(a) A%EE

At 1t Apri, 2003

Transfer from retained profits
to legal resenve

Transfer from capital resenve
to retained profits

Premium on shares isued
on exercise of share options
(note 25)

Exchange differences
on translation of the financial
statements of foreign
subsidiaries

Final dividend approved
inrespect of the previous year
(note 1(b))

Special dividend approved
inrespect of the previous year
(note 1(b))

Interim cividend declared
inrespect of the current year
(note 11(a))

Profitfor the year

At 315t March, 2004

At 1t Apri, 2004

Transfer from retained profits
fo legal resenve

Transfer from capital resenve
to retained profits

Premium on shares isued
on exercise of share options
(note 25)

Exchange differences
on tranlation of the financial
statements of foreign
subsidiaries

Fingl dividend approved
inrespect of the previous year
(note 1(b))

Special dividend approved
inrespect of the previous year
(note 1(b))

Interim dividend declared
inrespect of the current year
(note 1(a)

Profitfor the year

At 315t March, 2005

H-2E=EMA-A 271483
BR%iTERz

ke -
BETREERR

A -
SifEE

MEARGHES

L& (3 25) 7759
BERINEL

BdREL

piid

28 -
HEBIN 557

FHRe

(FE1w) =
HEBR 557

Bilke

(HaE1p) =
SRAEEL

mEs

(faE1E) -
KEERA -

100,088

(4087)

1,101

5408 1261

m -

(31,683)

4708

655,825 1,004 483
(1) =

4087 =

1759

- 4,708

(56,100) (36,100)

[49211) [8911)

(27581) (27,581)
116,025 116,025

ROTRMEZA=T-B 11924

96,001

1,101

6,185 2261

(26975)

642,268 1,000,083

A-FEMERA-A 27942
BRERTIEER

HThE -
BERREERR

el -
sifEE

MEARAHES

L 08 (25) 8017
BEREAT

HEdRiEL

it

= -
HEBN 55

#HRE

(110) -
HEBIN 557

LS

(FE1w) -
ERAERL

e

(FEnE) =
KEEEH -

9,001

(4,087)

1,101

6,185 1261

341 -

(26975)

91

042,268 1,000,083
(341) =

4087 =

8017

= 972

(56,3%) (36,39)

49469) (49,469)

(21725) @)
13741 13741

AEBREZAZT-A 28729

91,914

1,101

6,526 1261

(26,003)

636,172 999230
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26 RESERVES (continued) 26 f#&fE (&)

(b) The Company (b) ZA&RE]

At 1st April, 2003 W-ZEE=FNA—H 271,483 100,088 1,101 2,261 641,314 1,016,247
Transfer from BAXKGHE

capital reserve to f 2

retained profits RE T = (4,087) = - 4,087 -
Premium on shares  B{T{BERMRE

issued on exerdse  MEITRL

of share options FEEZRE

(note 25) (R£25) 1,759 - - - - 1,759
Final dividend BUERR F—

approved in FEZ

respect of the R

previous year BRE

(note 11(o) (H&E11(0) = - - = (56,100) (56,100)
Special dividend BB E—

approved in EEZ

respect of the 5l

previous year )

(note 11(b)) (P&E11(0) = = = = (49,211) (49,211)
Interim dividend Bk

declared in REEZ

respect of the i

current year id:)

(note 11(a)) (zE11() = = = = (27,581) (27,581)
Profit for the year AR

(note 10) (FzE10) = = = = 115,400 115,400
At31st March, 2004 R=ZEZRE=A=1-H 279,242 96,001 1,101 2,261 627,909 1,006,514
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26 RESERVES (continued) 26 fEfE(4E)

(b) The Company (continued) (b) AAF &)

At 1st April, 2004 R-EEWENA—H 279,242 96,001 1,101 2,261 627,909 1,006,514
Transfer from BEAGE

capital reserve to - EEEE

retained profits RB&H - (4,087) - - 4,087 =
Premium on shares G765 HRIE

issued on exercise  ME{THRIA

of share options FEE 2R

(note 25) (Htzt25) 8,017 - - - - 8,017
Final dividend BAEBRE—

approved in Eg2

respect of the P

previous year id)

{note 11(b) (HEE11(0) = = - = (56,395) (56,395)
Special dividend HEBR -

approved in FEZ

respect of the R

previous year ié)

(note 11(b) (BEE11(0) = = - = (49,469) (49,469)
Interim dividend Bk

declared in FERZ

respect of the ik

current year RE

(note 11(a) (BtE11(a) - - - = (27,725) (27,725)
Profit for the year AT

(note 10) (FizE10) = = = = 106,496 106,496
At31st March, 2005 RZZZRE=R=1—H 287,259 91,914 1,101 2,261 604,903 987,438

HMDEREEERAF
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26 RESERVES (continued)

(9]

(i)

(i)

(iii)

(iv)

The application of the share premium account and the
capital redemption reserve is governed by sections 48B
and 49H respectively of the Hong Kong Companies
Ordinance.

As part of the restructuring of the Group in February 1994,
the Company disposed of a property to a former subsidiary
and consideration was received in the form of cash and
another property. A total gain, representing the difference
between the historical carrying value of the property
disposed of and the fair value of the consideration received,
resulted.

The gain arising from this transaction was divided into
realised and unrealised portions in the ratio of the amount
of cash and the fair value of the property received (“the
property”). The unrealised gain was taken to capital reserve
and is realised on depreciation of the property. During the
year, $4,087,000 (2004: $4,087,000) is transferred from
capital reserve to retained profits.

The legal reserve has been set up by Shenzhen Vitasoy
and Vitasoja (Macau) Limitada in accordance with
regulations in the People’s Republic of China and Macau
respectively.

The exchange reserve has been set up and will be dealt
with in accordance with the accounting policy adopted
for translation of the financial statements of foreign
subsidiaries (note 1(0)).

(d) Reserves available for distribution

General reserve — R
Retained profits R = A

Vitasoy International Holdings Ltd.

26 f#EfE (1B)

(c)

(d)

(i)

(ii)

(iii)

(iv)

NOTES ON THE FINANCIAL

B RERRENERFEZ Ak
RIS BB EHEDI) E548B R AH K

o

7
B
o

I

ERAEERN—NNOF -T2
Ep = =il I N o el =
REAHE—EYE  REUNRE RS
—IEMEXN - BT EME
EEFEEHERSKRKREQFEE
ZER -

ZERHZREREDBIR S RWE
(ME]) R EEZLAS RE#IE
RABIRIG - RERWEDFTAE
G - WRETEYEITERZE -
RAREER - 4,087,0007T (ZZZ MM
4 : 4,087,0007T) B B A REEERT
REEF o

EE BRI G N M b g OR
F) AR AR D RIREHEARILME
NRPTZIEBIRRAL

AEECREERREGINTERR
BT IRR 2 G St BUR RS MM RFE
&t (FIRE1(0) ©

A RS
2005
$'000 F T
2,261 2,261
604,903 627,909
607,164 630,170




27

EQUITY COMPENSATION BENEFITS

The Company adopted a share option scheme on 9th March, 1994
(the “Old Share Option Scheme”) whereby the Directors of the
Company were authorised, at their discretion, to invite employees of
the Group, including Directors of any company in the Group, to take
up options to subscribe for ordinary shares of $0.25 each in the
Company. The exercise price of options was determined by the
Directors of the Company and was the higher of (i) the nominal value
of the shares and (ii) an amount not less than 80% of the average of
the closing prices of the shares on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) for the five business days immediately

preceding the date of offer.

On 4th September, 2002, the Company terminated the Old Share
Option Scheme and adopted a new share option scheme (the “New
Share Option Scheme"”) for a period of 10 years commencing from
that date. Under the terms of this scheme, the exercise price of the
options is determined by the Directors of the Company and is the
highest of (i) the closing price of the shares on the Stock Exchange
on the date of grant, which must be a business day; (ii) the average
of the closing prices of the shares on the Stock Exchange for the five
business days immediately preceding the date of grant; and (iii) the

nominal value of the shares.

No further options will be granted under the Old Share Option Scheme
upon its termination and all outstanding options granted thereunder
shall continue to be valid and exercisable in accordance with the
terms of the Old Share Option Scheme.

Under the Old Share Option Scheme and the New Share Option
Scheme, there is no minimum period for which an option must be
held before it can be exercised, but the Directors of the Company are
empowered to impose at their discretion any such minimum period
at the date of offer. Further details of the options exercise period are
set out in note 27(b). The options are exercisable for a period not to
exceed 10 years from the date of grant. Each option gives the holder

the right to subscribe for one share.

27

RAFERF

RABIR—NAME= AN ARG —IERERRAERT
2 ([EEREE) - Bt ARRIZEFER
EREREANEE RS (RIEAREEE T E A
RNAIZESR) ERERELREARRESREE
02572 LBk - BRIEZITEEBRAARZE
FEERARUTMERZESE - OVRMHZE
B R (i) N ORRRD A B 47208 B AHE A B AT FL1E
EERAEBBHARIMBRAR (M) 2
P THE Z280% ©

RZZZ-FHANA - KRB IEBREST
&) - WA —IANE ARS8 (137 8 g at
2)) - BRERTF  BIRAE BT o RIEZ
SEIZIGRR BEREZITEERAAARNESE
ERTII=FPZ&E2H - ()M A
HI(ARERR) BB W E (DA
EREARIDBERES R B EBRERGZF
HTE - Rk 2 EE

ARAHRE BRI SR T BIRIEZET 8
BT EABRE - MABREZE ML Z R
TR AR AR - W AIRIRE B ER 2
ZARFRITHE

RIZERIER B LTBRERT 8 - BAUEDA
FATHRA — BB HR T AT - EARRZE
FEBERENHSBBEMINERREREH
IR - BERCHET TERARF BN FE27(b) - FERKHEZ
TR NSRBI L A MR 2 +4F - SIEER
BB AN B ERE KD -
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27 EQUITY COMPENSATION BENEFITS (continued) 27 BRAWERR @)
(a) Movements in share options (a) BREZZEF
2005
Number E B
‘000 LA F &t
At 1st April REA—H 28,372 23,609
Granted during the year RERFET 9,456 13,954
Exercised during the year (note 25)  RERTTE (Fi7E25) (8,100) (8,784)
Lapsed on expiry of exercise period  HA7T {5 HB JE i B 2K 4K = (134)
Forfeited on grantees ceasing RERATHZER
employment with the Group REERRUL (2,022) (273)
At 31st March R=A=+—8H 27,706 28,372
Options vested at 31st March R=A=+—BERZERRE 9,662 14,418
(b) Terms of unexpired and unexercised share options at (b) REEBEXRLEAZRERRRITER
balance sheet date BRHE Z FENE
2005
Number
4]
‘000 BAF &t
4/7/2000 7/9/2000 — 31/8/2005 $1.193 6,962 14,418
1/4/2003 (note &) 1/4/2004 — 31/3/2013 $1.688 11,762 13,954
1/4/2004 (note M=)  1/4/2005 - 31/3/2014 $1.904 8,082 -
3/8/2004 3/8/2006 — 2/8/2014 $1.910 900 -
27,706 28,372
Note: The maximum percentage of the share options which may be Mzt : AITEEREZ SR A LY BERET
exercised is determined in stages as follows: mE

On or after 1st year anniversary of B B A st — R 25%
the date of grant sH%

On or after 2nd year anniversary of danl =L S another % 25%
the date of grant sH%

On or after 3rd year anniversary of B B HE st =B another % 25%
the date of grant sH%

On or after 4th year anniversary of danl =L Ut S another % 25%
the date of grant sH %

Vitasoy International Holdings Ltd.



27 EQUITY COMPENSATION BENEFITS (continued) 27 BABHERAN(E)

(c) Details of share options granted during the year (c) RERBELBEBREZFE

2005

Number

=]

‘000 BAF &t
1/4/2004 — 31/3/2013 $1.688 - 13,954
1/4/2005 — 31/3/2014 $1.904 8,556 -
3/8/2006 — 2/8/2014 $1.910 900 =
9,456 13,954

(d) Details of share options exercised during the year

(d) RERTEBREZFE

2005

Proceeds

Number received

(| FERE

‘000 A F 5t $'000 Tt
1/4/2003 - 6/6/2003 $1.104 $1.663 - - 5,812 6,416
5/5/2003 - 4/3/2004 $1.193 $1.686 - - 2,972 3,545
14/4/2004 — 24/3/2005 $1.193 $2.078 7,318 8,730 - -
1/4/2004 - 1/9/2004 $1.688 $1.904 782 1,320 - -
8,100 10,050 8,784 9,961

(e) Details of share options lapsed or forfeited during the year

(e) MERRMIBPIRW 2 BREFE

2005

Number

#BE

‘000 KAF &t
1/8/1998 — 31/7/2003 $1.104 - 134
7/9/2000 — 31/8/2005 $1.193 138 273
1/4/2004 — 31/3/2013 $1.688 1,410 -
1/4/2005 — 31/3/2014 $1.904 474 -
2,022 407
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27 EQUITY COMPENSATION BENEFITS (continued) 27 RAMERR (B
(f) Share options granted subsequent to the balance sheet date (H REEREERLZERE
On 1st June, 2005, 8,160,000 share options were granted to RZTTRFARA—H  AERSHER
eligible participants under the New Share Option Scheme, with BT AR T SR T AT RRES, 160,000%
exercise period from 1st June, 2006 to 31st May, 2015 and ffn Z BERRHE - TR T T REF XA
exercise price of $2.375. —HAE-ZT—hFHA=+—RH  17{FE
£2.3757C °
28 COMMITMENTS 28 RIE
(@) At 31st March, 2005, the total future minimum lease payments () RZZEZRF=A=1+—8 ' RETA#EER
under non-cancellable operating leases are payable as follows: SRS B 2 RIEM ER AR
LUBNE
The Group rEH

2005

Factory

machinery

Land and and
buildings  equipment
TR TRsss
BF &
$'000 ¥t $'000 Tt

Within 1 year —&R 26,513 839 22,781 996
After 1 yearbut ~ —F &8
within 5 years AFR 17,051 1,608 12,538 2,028
After 5 years hFE 158 - 32 =
43,722 2,447 35,351 3,024
The Company AT

2005

Factory
machinery
Land and and

buildings  equipment
TR TRsss
BF &
$'000 Tt $'000 Tt

Within 1 year —FR 764 - 910 =

After 1 yearbut ~ —F{&{E
within 5 years AFR 92 - _ _
856 - 910 -

Vitasoy International Holdings Ltd.



28 COMMITMENTS (continued) 28 RIE (4B)

The Group leases a number of properties and items of factory AEEBRBRCEESHAZIEY EE TR
machinery and equipment under operating leases. The leases HRRHME - 2EHE— RV REA—F
typically run for an initial period of one to eight years, with an ENF - WEEHEREIBMAKER -
option to renew the lease when all terms are renegotiated. None [ERF PR G BRI T - SIELEHE
of the leases includes contingent rentals. EWTOENERE -

(b) Capital commitments outstanding at 31st March, 2005 not by R=EERF=A=+—0 KEFHER
provided for in the financial statements were as follows: FKPBE RN EREEFBOT ¢

2005 2005
$'000 ¥t $'000 ¥t
Contracted for SR 4,401 1,949 - 1,371
Authorised but not B #E#1E
contracted for RETHY 66,364 59,189 27,347 42,748
70,765 61,138 27,347 44,119
29 CONTINGENT LIABILITIES 29 HEEE
(a) At 31st March, 2005, the Company had contingent liabilities in (@) ARARIN—_ZEZTRAF=-A=+—HZ%AE
respect of the following: BEMT :
2005
$'000 ¥
Guarantees issued in respect HIRITRETHEAT
of facilities granted by banks RIEEREE
to certain subsidiaries e 2 #ER 112,613 124,064
(b) The Company has given undertakings to certain wholly-owned (b) ARENAEERET2ENB R R
subsidiaries to provide them with such financial assistance as is R Bh AT IR 1 S B A B (E o

necessary to maintain them as going concerns.
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30 MATERIAL RELATED PARTY TRANSACTIONS

(a)

(b)

(9]

The Group has purchased milk products from a related party in
the People’s Republic of China (the “PRC"). The unit price of
the milk products is pre-determined in an agreement entered
into between the Group and the related party, and will be revised
by reference to the prevailing market price of similar products
in Hong Kong and the PRC. Total purchases from the related
party amounted to $3,054,000 (2004: $3,517,000) during the
year. The amount due to the related party as at 31st March,
2005 amounted to $436,000 (2004: $766,000). This transaction

also constitutes a connected transaction under the Listing Rules.

During the year ended 31st March, 2004, the products of the
Group were distributed by a related party in Australia and a
management fee was charged as a consideration of the provision
of services. The management fee was calculated based on a
pre-determined percentage of the gross sales of products
distributed by the related party, which was on normal commercial
terms and was on terms comparable to the prevailing market
rate. Total management fee charged by the related party for
the year ended 31st March, 2004 amounted to $3,322,000.
The amount due to the related party as at 31st March, 2004
amounted to $358,000. No such management fee was charged
during the year ended 31st March, 2005.

There were no material transactions with Directors except for
those relating to remuneration as set out in note 8, and share
options and shareholdings as set out in the Report of the
Directors.

31 POST BALANCE SHEET EVENTS

(a)

(b)

On 1st June, 2005, share options of 8,160,000 were granted to
eligible participants under the New Share Option Scheme with
exercise period from 1st June, 2006 to 31st May, 2015 and
exercise price of $2.375. Further details of the New Share Option
Scheme are set out in note 27 and the Report of the Directors.

Subsequent to the balance sheet date the Directors proposed a
final dividend and a special dividend. Further details are disclosed
in note 11.

Vitasoy International Holdings Ltd.
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30 EXEEALRS

31

(a)

d:'v'ﬁ'
AR

(@)

REEM—BEPEARKLME ([HE])
ZEBALTHENRRG RS E
UERE—MHEASEEZEAEA TR
ZHERIELEE UELEFERTEH
FiEE R M EEL AR - FRMZEE
AT 2 & MRHE(E3,054,000 (Z 2T
P4 : 3,517,0007T) c R—_ZEERE= A
=+— B ERZEE A+ 2 FUE £436,000
T (ZZZPF : 766,0007T) ° R ETR
8l - IR SEKRIER S o

REE-_ZTTME=-A=+—HILFE
AEBZERH - RBEEALTRBMNS
8 ZEBEATREUREE - EAIRM
RS2 RME - IRISBIIIRIEZEHEEAT
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Results

Turnover

Profit from operations

Finance costs

Restructuring cost

Compensation for
traffic accident

Profit on disposal of an
associate

Share of (losses)/profits
of associates

Profit from ordinary
activities before taxation

Income tax

Profit from ordinary
activities after taxation

Minority interests

Profit attributable to
shareholders

Assets and liabilities

Fixed assets
Bank deposits
Other non-current assets

Net current assets

Total assets less current
liabilities

Non-current liabilities

Minority interests

Net assets
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(Expressed in Hong Kong dollars) (LA #5+5)

2004 2003 2002 2001
$'000 F7& $'000 F7& $'000 7 $'000 F7&
2,379,955 2,269,422 2,228,227 2,192,156 2,012,372
199,797 152,484 175352 148,006 177,814
(9,042)  (8421)  (9,617)  (17,355)  (12,951)
(24,782) - (1,213)  (12,558) -
765 1,464 (781)  (3,567) -
- - 2,484 - -
- - 273)  (3,308) 647
166,738 145527 165952 111,218 165,510
(40,403)  (35,019)  (27,760)  (32,953)  (35,555)
126,335 110,508 138,192 78,265 129,955
(2,588) 5,517 1,186 8,251 (1,809)
123,747 116,025 139,378 86,516 128,146
770,691 846,388 865453 918,117 904,107
38,427 935397 100,000 - -
3,212 1,875 1,461 11,593 20,961
511,707 385727 358337 344,693 402,864
1,324,037 1,327,387 1,325251 1,274,403 1,327,932
(28,656)  (36,067)  (34,240)  (60,051) (104,184)
(47,669)  (44,780)  (42,267)  (33,648)  (45,873)
1,247,712 1,246,540 1,248,744 1,180,704 1,177,875

HABIREEERAH
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(Expressed in Hong Kong dollars) (JA/E 1+ H)

Notes:

(1) Pursuant to the revised (December 2001) Hong Kong Statement of Standard
Accounting Practice No. 11 “Foreign currency translation”, the Group changed
its accounting policy for translation of the results of foreign subsidiaries in
2003. Figures for the years 2001 and 2002 have not been adjusted for
comparison purposes as the effect of this change in accounting policy is not

material.

(2)  In order to comply with the Hong Kong Statement of Standard Accounting
Practice No. 34 “Employee benefits”, the Group adopted a new accounting
policy for employees’ annual leave entitlement in 2003. Figures for the year
2002 have been adjusted and it is not practicable to restate earlier year for

comparison purposes.

Vitasoy International Holdings Ltd.
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(1

)
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www.vitasoy.com
www.vitasoy.com.hk
www.vitaland.com.hk
www.hkgourmet.com.hk
www.vitasoy-chn.com
www.vitasoy-usa.com

www.vitasoy.com.au

Vitasoy International Holdings Limited
No.1, Kin Wong Street

Tuen Mun, New Territories
Hong Kong
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Tel E5E  (852) 2466 0333
Fax 8E (852) 2456 3441



