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Condensed Consolidated Income Statement
BRGEREER

For the six months ended 30 June 2007
BE-_ZZT+tFA=1+HIEXREA

The Board of Directors (the “Board”) of Ka Shui ZmBEEERABRAG ([ARQR])ES
International Holdings Limited (the “Company”) is & ([EE€]) RASHAR A LEHK B
pleased to announce the unaudited condensed AR ([AKEHE_TZTLF A=
consolidated financial results of the Company and its + B IENE A 2 K& FBZEHLE ST
subsidiaries (the “Group”) for the six months ended 30 #4& ' ER T XFZ2HRET - It
June 2007, together with the comparative figures for JAEER —_ZEZT+FA-++EHE
the corresponding period in 2006. It is the first interim BB E X ZMBER QA ([BRFT]) £
results announced by the Group since it was listed on R ET AR A E DR HFZELE -

the Main Board of The Stock Exchange of Hong Kong

paywi] sbuipjoH [euoneussyul inys ey | 200z Hodsy wisiy|

Limited (the “Stock Exchange”) on 27 June 2007.

For the six months
ended 30 June
BZAA=TRHLEABA

2007 2006
—RRLE ZETAF
HK$000 HK$'000
TER TET

Note  (unaudited) (unaudited)
frat (REER) (REERZ)
Turnover 2X8 3 352,672 286,388
Cost of sales HEMAR (268,937) (206,458)
Gross profit E7 83,735 79,930
Other income Hepg A 4 3,797 1,123
Selling and distribution expenses HERDHERY (4,170) (4,134)
General and administrative expenses —RETHAX (30,300) (22,112)
Profit from operations LR 5 53,062 54,807
Finance costs BMEKK 6 (4,153) (4,11)
Share of loss of an associate NMEBEARBE (512) (600)
Profit before tax R 15t Al g A 48,397 50,096
Income tax expense EHRAX 7 (5,059) (4,528)
Profit for the period A R0 3% 43,338 45,568
Attributable to: MTATEGES
Equity holders of the Company ARRERFAA 43,285 44,545
Minority interests VEREEREA 53 1,023
43,338 45,568
Dividends R E
- Proposed interim -EZTH 8 10,560 -
Farnings per share BREF 9
- Basic (HK cents) —ER (B 6.5 6.7
- Diluted (HK cents) — 8% (OB) 6.5 N/A i




Condensed Consolidated Balance Sheet

BHRREEERER

As at 30 June 2007
R-ZZLFAA=+A

As at As at
30 June 31 December
2007 2006
R-EZLE RZIEERF
AA=tH TZA=1-H
HK$'000 HK$'000
FET FET
Note (unaudited) (audited) i
Bt st (REER) (8E7Z) e
&
Non-current assets FRBEE T
Property, plant and equipment mE - BBERRE 10 172,062 143,347 =S
Prepaid land lease payments BT E 31,920 10,544 =
Club membership emes 718 718 g
Investment in an associate HEERARMRE 2,004 2,516 .
Investment in a jointly controlled entity HARZHERNERE 8,120 - -
Available-for-sale financial assets AEHEERHEE 8,303 8,303 "
223,127 165,428
Current assets RBEE
Inventories BE 99,136 88,204
Trade receivables 85 RENHR 11 109,877 112,461
Financial assets at fair value through BATFEFABREN
profit or loss TREE 1,779 1,150
Prepayments, deposits and other BAHKE - K REMD
receivables el A 25,766 28,928
Due from an associate JEWuBsk & A R FUB 7,612 7,490
Pledged bank deposits BEMRT T_ 6,224 6,148
Bank and cash balances BITRR B85 255,031 12,300
505,425 256,681
Current liabilities nEBAE
Trade payables BHEMNTE 12 57,542 54,838
Deposits received BliZe 1,501 3,769
Other payables and accruals WJEH/TAIE&J‘&“H%% 26,686 26,026
Due to related companies FERBERRTE 4 269
Due to a director ERNEEHE - 837
Due to an associate Hﬂﬁﬁ*éﬂ SE ¢ 3,157 4,058
Short term borrowings %433@1 E 86,935 73,701
Current portion of long term borrowings REBEFONHL D 5,495 5,482
Current portion of obligations BERARENNREH
under finance leases 8,484 6,793
Current tax liabilities MEREAR 10,841 7,789
200,645 183,562
Net current assets REBEEFE 304,780 73,119
Total assets less current liabilities EEAERRBAERE 527,907 238,547
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Condensed Consolidated Balance Sheet

HHGEEEEREBR

As at 30 June 2007
R=ZZEZTLFXA=+AH

As at As at
30 June 31 December
2007 2006
R-ZZLHF RZEEXR
~AE+H +TZA=1—H
HK$'000 HK$'000
FET FET
Note (unaudited) (audited)
fitat (REER) (BERZ)
Non-current liabilities krRBEE
Long term borrowings RHER 11,775 14,524
Obligations under finance leases BERARE 6,956 4,525
Deferred tax liabilities EERBEAR 1,128 1,128
19,859 20,177
NET ASSETS EEFE 508,048 218,370
Capital and reserves EXRRE
Share capital BA 13 88,000 30
Reserves G 420,048 213,441
Equity attributable to equity AAREEREA
holders of the Company EitER 508,048 213,471
Minority interests SEREREAARER - 4,899
TOTAL EQUITY EREH 508,048 218,370




Condensed Consolidated Statement of Changes in Equity

HRGEREEEDR

As at 30 June 2007
R-ZZBLFAA=+A

Attributable to equity holders of the Company (unaudited)
KAARREEARLRE (REEN

Foreign

currency  Share
Share  Share Retained  Capital ~ Merger translaion  option Statutory Minority ~ Total
capital premium earnings  reserve  reserve  reserve  reserve  reserve Total interests  equity

BhE YRR

Re ROEE RERA EAHE S0EE EXBE  BE EERE  BF FARE REEE
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
TEr TET TEr  TEr TEr TEr  TEr  TEr  TEnr  TEn  TEL

At 1 January 2007

Issue of shares by way of
placing and public offer

Issue of shares by way of
capitalisation of share
premium account

Share issue expenses

Exchange difference on
translation of foreign operations

Net income recognised
directly in equity
Profit for the period

Total recognised income and
expense for the period

Effect of group reorganisation

Acquistion of minority interest

Recognition of share-based
payments

Transfer to statutory reserve

Dividends paid by subsidiaries to
their then shareholders (note 8)

At 30 June 2007

At 1 January 2006
Exchange difference on
translation of foreign operations

Net income recognised
directly in equity
Profit for the period

Total recognised income and
expense for the period
Transfer to statutory reserve

At 30 June 2006

RO%IRT
BEBNEBR
ELHELEER

EREREERN
HABE
Bk

BRI
Bx48
£8EANYE
WBSBREHENE
EREBIH

EEINTd 4
mHELARERRR
KRS (Wits)

R-BRLERAZTA

R-ZERE-A-H
AEEIEHE
ELNERZR

ERERLEDY
LN
Bhid

BREINAAR
RX#E
GRNEERR

B et

30 - 04731 3,084 (1) 2,826 - 28100 21347 4899 218370

22,000 275,000 - - - - - - 297,000 - 297,000

56,000 (56,000) - - - - - - - - -

(20411) - - - - - - 0411) - Q041

- - - - - 20% - - 20% - 20%
78,000 198,589 - - - 20% - - 218,685 - 218,685
- - 43285 - - - - - 43285 5 43338

78000 198589 43285 - - 0% - - 1M 5303
9970 - - - ) - - - 1 - 1
- - - m - - - - %) -
- - - - - - 606 - 606 - 606
- - B0) - - - -0 - - -
- - (300) - - - - - (3000 - B30
88000 198589 210911 80%  (9931) 492 606 6915 508,048 - S0B048
3 S%6 308 (0 838 SBT3 121982
- - - - - M - ST - M
- - - - - M - - M - M
- - s - - - - - WSS 103 45568
- - s - - M - T RN 117 10
- - ) - - - - - - -
3 Sl 308 (0 18 S2810 1B3812 4064 167876
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Condensed Consolidated Cash Flow Statement

HHSEEERER
As at 30 June 2007
R=ZZEZTLFXA=+AH

For the six months
ended 30 June
BEAB=THLRMEA

2007 2006
“EEtE ZTERE
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REER) (REER)
Net cash generated from BEXH
operating activities EREFE 32,059 15,223
Net cash used in investing activities REETHMERSFR (43,674) (13,003)
Net cash generated from/(used in) REZYME/ (FE)
financing activities Re 5 255,673 (2,885)
Net increase/(decrease) in cash and ReRERRELEA
cash equivalents #i,/ (RY) B8 244,058 (665)
Cash and cash equivalents at REBINREeRERRE
beginning of period EH 11,025 16,641
Effect of foreign exchange rate change Exgez e (915) (401)
Cash and cash equivalents at end REXANEEREFRE
of period EH 254,168 15,575
Analysis of cash and cash equivalents HREREFRLSEE M
Bank and cash balances RITRRSEH 255,031 20,087
Bank overdrafts BAEX (863) (4,512)
254,168 15,575




Notes to Condensed Consolidated Financial Statements

CORPORATE INFORMATION AND
GROUP REORGANISATION

The Group is principally engaged in the manufacture
of zinc, magnesium and aluminum alloy die casting
components which are mainly sold to customers
engaging in the household products, 3C
(communication, computer and consumer
electronics) products and automotive parts industries.

The Company was incorporated in the Cayman
Islands as an exempted company with limited liability
under the Companies Law of the Cayman Islands
on 7 January 2005.

Pursuant to a group reorganisation (the “Group
Reorganisation”), the Company became the holding
company of the companies now comprising the
Group on 31 May 2007. Further details of the Group
Reorganisation are set out in the paragraph headed
"Corporate reorganisation” in Appendix V to the
prospectus dated 12 June 2007 (the “Prospectus”).
The shares of the Company were listed on the Main
Board of the Stock Exchange on 27 June 2007.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated financial statements are
prepared in accordance with the principles of merger
accounting as set out in Accounting Guideline 5
“Merger Accounting for Common Control
Combinations” issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA").

The condensed consolidated financial statements are
prepared as if the Group structure immediately after
the Group Reorganisation had been in existence
throughout the six months ended 30 June 2007 or
since their respective dates of incorporation or
establishment where this is a shorter period. The
comparative figures are prepared on the same basis.

1.

AR E M B RR M

RAEHREBEA

AEENLEES BEREG2ES
HRE - I%’%%?ﬁé$§)§ﬁﬁﬁz '

3CCBA - EMMBEEET) Em
RAEZTHHENER -
ARAR _ZETRF R LHRE

ﬁaﬂxﬁi% AR 2 B S A
VURIEBRERRE -

RESBESH(EBEEE]) - AR
AR_ETLFAA=T—HXAE
BRERNEBEKE RFNEZER
NEl - EASBEEHEHNE — T
B H#ER_ZEZEELFAATZBT
FHERER ([ERER]) MR
Fﬁ%iﬁU—&°$“ﬂm%ﬁF
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Notes to Condensed Consolidated Financial Statements
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The condensed consolidated financial statements
have been prepared in accordance with the
applicable disclosure requirements of Appendix 16
to the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) and with
Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the HKICPA.

The accounting policies used in the condensed
consolidated financial statements are consistent with
those followed in the preparation of the Financial
Information as included in the “Accountants’
Report” in Appendix | to the Prospectus.

In the current period, the Group has adopted all
the new and revised Hong Kong Financial Reporting
Standards (“HKFRSs"”) issued by the HKICPA that
are relevant to its operations and effective for
accounting periods beginning on or after 1 January
2007. The adoption of these new and revised HKFRSs
did not result in substantial changes to the Group's
accounting policies and amounts reported for the
current period and prior periods.

The Group has not applied the new HKFRSs that
have been issued but are not yet effective. The
application of these new HKFRSs will not have
material impact on the condensed consolidated
financial statements of the Group.

BHsSHEREME
2. BASIS OF PREPARATION AND 2. MBEERTESITHER
SIGNIFICANT ACCOUNTING POLICIES ()
(continued)

BRSA M BERER T IZRE X FAE
F EmBRA(TETRRA) 168
ERRBERENEE RS RGN
&8GRt 2 B 5 3457 [ B BF 7% ¥R
TR -

BRGEE P HERERMERN ST K
R BERERERERME (26
WE | NFTE R R 5 E RS R A
SETERRMER -

RAERE - AEEDHRMABEARK
GEE HEtMAgmRMYE
—ETLFE-A-HIERRHAEN
SETHIRE AW E ] REER]
BRMEREER - KRZFHF]
MEEFTNER BB HREZERIL KR
B AN B /Y & 5 ER AR S A B i £ A
THHEEMNERHRAENES -

AEEW RRABEEMAERFRAE
MHVFR] B AR E LR - R
REFAEEMBRES LGS
HAKENBALRE W REREK
BEATE-



Notes to Condensed Consolidated Financial Statements

AR E M B RR M

TURNOVER AND SEGMENT

INFORMATION

Turnover represents the net amounts received and
receivable for goods sold, net of returns and

allowances to customers during the period.

For management purposes, the Group’s operation
is currently categorised into three operating divisions

3. BEHBRIHEH

ForH) -

SEBEENRYPAHEEE M
EWFIEFR (CHRRERGTE

RAEERE
—EEERFI -  HENEATE

GONSR N

REBRBEBIR

— zinc, magnesium and aluminium alloy die casting B ZEHFRAEBEEZERTE

components. These divisions are the basis on which
the Group reports its primary segment information.

An analysis of the Group’s turnover and results for LN

the period by business segments is as follows:

DEERNEE - AEEEHANR
X BMEXBREEDT

For the six months ended 30 June 2007
BE-SEtERBZTHLRER

Magnesium
Zinc alloy alloy die
die casting casting

components  components
RAtBEN BAGBEH
HK$'000 HK$'000
TEx FEn
(unaudited)  (unaudited)

Aluminium

alloy die

casting
components Consolidated
BacBEH )
HK$'000 HK$'000
TEx TEn

(unaudited)  (unaudited)

(REER) (REBR) (REER) (REER)
Turnover BxH
Sales to external customers HIMEE 272,695 50,813 29,164 352,672
Segment results AHEE 38,549 15,575 4,643 58,767
Unallocated other income FoBEMBA 2,075
Unallocated expenses THBRX (7,780)
Profit from operations e R 53,062
Finance costs BEKA (4,153)
Share of loss of an associate HMEBE R REE (512) (512)
Profit before tax BR A& 1 48,397
Income tax expense FERAR (5,059)
Profit for the period HRE 43,338

I
g
B
i
=
e
&

E & B




Notes to Condensed Consolidated Financial Statements

BHsSHEREME
3. TURNOVER AND SEGMENT 3. EXBERHER ()

INFORMATION (continued)

For the six months ended 30 June 2006
BEZSZR A A=TRIEAER
Magnesium Aluminium
Zinc alloy alloy die alloy die
die casting casting casting

HeeEEf RAzERNt RAzESN
HK$'000 HK$ 000 HK$'000
TAT TAT TAT

components  components  components  Consolidated

)
HK$ 000
TAT

(unaudited)  (unaudited)  (unaudited)  (unaudited)
(REgh) (RE8R) (REER) (REER)

payiwiy sbuipjoH |euoneusalu inys ey | 200z Hodsy wisiu|

Turnover EEH

Sales to external customers HIMEE 243,819 29,455 13,114 286,388
Segment results PHEE 47,422 7,670 3,085 58,177
Unallocated other income FaBEmBA 449
Unallocated expenses AR ERX (3,819)
Profit from operations BERET 54,807
Finance costs BWE K (4,111)
Share of loss of an associate A E D REE (600) (600)
Profit before tax Bt A& A 50,096
Income tax expense R (4,528)
Profit for the period B A 45,568




Notes to Condensed Consolidated Financial Statements

BRI Y

4. OTHER INCOME 4. Hlg A

For the six months
ended 30 June
BZEAA=ZTHLEABA

2007 2006

I R "

HKS$'000 HK$'000 "

FHR FET ™

(unaudited) (unaudited) &

(REER) (REER) &

S

Interest income FEHA 620 192 i

Rental income HelA 128 112 =

Gain on financial assets at fair value ~ RAFEFARBFEERMN &
through profit or loss PREENS 1,342 124
Sale of scrap materials BERHE 1,257 146
Product development fee income EmRAZERRKA 105 302
Gain on disposal of listed securities HEEmES N E 114 35
Management fee from an associate RE-ZFHEAANERE 78 78
Others Hith 153 134
3,797 1,123

5. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after
charging/(crediting) the following:

KgenN

RN Nk (FEA) THE

15

For the six months
ended 30 June
BEZAA=TRHLEABA

2007 2006
“ERLE —ZTRF
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REER) (REER)
Depreciation of property, ME - BER
plant and equipment REWE 10,247 8,626
Gain on disposal of property, HEME  BER
plant and equipment BB E (56) -
Property, plant and mE HKER
equipment written off &% 16 i 8 4 -




Notes to Condensed Consolidated Financial Statements

&S BB |RR M T

= 6. FINANCE COSTS 6. BE R

%.

g For the six months

g ended 30 June

S BEAB=TRALAER

& 2007 2006

% “EELE ZETRE

& HK$°000 HK$'000

5 FET FET

ng_, (unaudited) (unaudited)

g (REER) (REERZ)

E:’_ Interest expenses on bank BITEIR

= overdraft and loans BRMERX 3,543 3,494

- Finance lease charges BEENTH 610 617
4,153 4,111

7. INCOME TAX EXPENSE 7. FRBBAX

For the six months
ended 30 June
BEAB=THLREA

2007 2006
g L3 ZTTRF
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REER) (REER)
Current tax - Hong Kong Profits Tax ~ BIHA%i 1 — BB F 55
Provision for the period AR 3,99 3,678
Current tax A8
— People’s Republic of China —HEARLME
("PRC") enterprise income tax ([HE]) CERER
Provision for the period KRR E 1,065 850
5,059 4,528




Notes to Condensed Consolidated Financial Statements

INCOME TAX EXPENSES (continued)

Hong Kong Profits Tax has been provided at the
rate of 17.5% for the six months ended 30 June
2007 on the estimated assessable profit for the
relevant period. Taxation on overseas profit has been
calculated on the estimated assessable profit for
the period at the rates of taxation prevailing in the
countries in which the Group operates.

Pursuant to the relevant laws and regulations in the
PRC, a subsidiary in the PRC is exempted from PRC
enterprise income tax for the two years from its
first profit-making year and thereafter is entitled to
a 50% relief from PRC enterprise income tax for
the following three years. One of the Group’s
subsidiaries in the PRC, MG Technology (Shenzhen)
Company Limited (“MG Technology”) is in its fifth
profit-making year for the financial year ended 31
December 2006 and was therefore entitled to a
50% relief from PRC enterprise income tax for the
financial year ended 31 December 2006. The tax
rate applicable to this subsidiary in the PRC, after
the 50% relief, was 7.5%. In December 2006, MG
Technology was recognised as a “New and High
Technology Enterprise” by Shenzhen Municipal
Technology and Information Bureau, and its 50%
tax relief was extended for another three years
commencing from January 2007 (but the tax rate
after the extended tax relief should not be lower
than 10%). Another PRC subsidiary of the Group,
Ka Shui Technology (Huizhou) Company Limited, has
no assessable profit since its establishment and
hence no tax provision was made for the six months
ended 30 June 2007.

7.

AR E M B RR M

&A% @

HE-TTLEAR=+BIEAMH
B9 5 RIS BLAR 1R B SRR 0 1
1 18 8 5 ) DA BE R 17. 5% 1 9
B - 75 91 R 0 BLIEAR 4 50 P 4 5
P 28 % 2 7 o 4 8 7 30 0
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Notes to Condensed Consolidated Financial Statements

&S BB |RR M T

8. DIVIDENDS 8. BRE
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The Board has resolved to declare an interim
dividend of HK1.2 cents per share for the six months
ended 30 June 2007 (for the six months ended 30
June 2006: HK$ nil) to the shareholders whose
names appear on the register of members of the
Company on 5 October 2007. This proposed
dividend is not reflected as dividend payable in these
condensed consolidated financial statements but will
be reflected as an appropriation of retained earnings
for the year ending 31 December 2007.

On 1 February 2007, the directors of one of the
subsidiaries, Ka Shui Manufactory Co., Limited (“Ka
Shui HK"), proposed a final dividend of HK$30,000
each per ordinary share for the year ended 31
December 2006 totalling HK$3,000,000 to its then
shareholders; on 1 February 2007, the directors of
another subsidiary, Ka Fung Metal Manufactory
Company Limited (“Ka Fung Metal”), proposed a
final dividend of HK$3,000 each per ordinary share
for the year ended 31 December 2006 totalling
HK$30,000,000 to its then shareholders. On 2
February 2007, the then shareholders of Ka Shui
HK and Ka Fung Metal approved the above proposed
final dividends respectively. These proposed final
dividends were fully settled in May 2007. The rates
of dividends and the number of shares ranking for
dividends are not presented as such information is
not meaningful having regard to the purpose of
this report.
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Notes to Condensed Consolidated Financial Statements

9. EARNINGS PER SHARE

Basic earnings per share

The calculation of basic earnings per share
attributable to equity holders of the Company is
based on the profit attributable to equity holders of
the Company for the six months ended 30 June
2007 of approximately HK$43,285,000 (unaudited)
(for the six months ended 30 June 2006:
HK$44,545,000 (unaudited)) and the weighted
average number of ordinary shares of 667,292,818
(for the six months ended 30 June 2006:
660,000,000, as adjusted to reflect the capitalisation
of share premium and the effect of the Group
Reorganisation as more fully described in the section
headed “Written resolutions of all the Shareholders
passed on 2 June 2007"” in Appendix V to the
Prospectus) in issue during the period.

Diluted earnings per share

The calculation of diluted earnings per share
attributable to equity holders of the Company is
based on the profit attributable to equity holders of
the Company for the six months ended 30 June
2007 of approximately HK$43,285,000 (unaudited)
and the weighted average number of ordinary shares
of 668,544,423, being the weighted average
number of ordinary shares of 667,292,818 in issue
during the period used in the basic earnings per
share calculation plus the weighted average number
of ordinary shares of 1,251,605 assumed to have
been issued at no consideration on the deemed
exercise of the share options outstanding at the
balance sheet date. No diluted earnings per share
for the six months ended 30 June 2006 are
presented as the Company did not have any dilutive
potential ordinary shares in existence during the
period.

AR E M B RR M
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Notes to Condensed Consolidated Financial Statements

&S BB |RR M T

10. PROPERTY, PLANT AND EQUIPMENT

11.

During the period, the Group disposed of certain
property, plant and equipment with a carrying
amount of approximately HK$47,000 (for the six
months ended 30 June 2006: HK$ nil) for proceeds
of HK$103,000 (for the six months ended 30 June
2006: HK$ nil), resulting in a gain on disposal of
approximately HK$56,000 (for the six months ended
30 June 2006: HK$ nil) and had property, plant and
equipment written off of approximately HK$4,000
(for the six months ended 30 June 2006: HK$ nil).

In addition, the Group spent approximately
HK$2,273,000 (for the six months ended 30 June
2006: HK$ nil) on the construction of its new factory
premises at Daya Bay, Huizhou of the PRC and
approximately HK$33,928,000 (for the six months
ended 30 June 2006: HK$11,096,000) on acquisition
of new plant and machineries in order to enhance
its production capabilities.

TRADE RECEIVABLES

The Group has a policy of allowing a credit period
ranged from 15 to 75 days to its customers. The
ageing analysis of trade receivables is stated as
follows:

10. 0% - B RR1E

11

BN - NREE T EREEX47,000
BLT(EBE-EEFAZ=ZTHL
NEA  BWETME  MERR
& - P83 IE 103,000 7T (B & —
EEXEFENA=ZTHIEAMERAR :
/) EHEHE W E 456,000 T
(HE-_ZZFNA=ZTHIENE
A\ R - He3 MR EMEEL
4,000 T (BE_ZEZERFRA=
+HIEAEAR &) -

gE AN - ANEE 492,273,000 7T
(HE-_ZZFNA=ZTHIENE
A\ BERPEEMAREERR
MR > #933,928,0008 T (= —
EENFAA=ZTHIEANMER :
11,096,000/ 7T) FA1ER B #7128 2
=l AIRFTEERES -

B ZEWFE

REFBBLFEFPISKEISANEE
H - BHREURBENERREDTW
™

As at As at

30 June 31 December

2007 2006

R-B2tE RNZTERE

AA=tH TZA=t—H

HK$°000 HK$'000

FEx FET

(unaudited) (audited)

(RBE®) (E&E%)

Current to 30 days B ZE30K 75,404 58,531
31 to 60 days 3ITRE60KR 13,214 36,103
61 to 90 days 61IREIOR 12,803 12,096
91 to 180 days 9IRE180K 6,039 4,611
Over 181 days 181K L 2,417 1,120
109,877 112,461




12. TRADE PAYABLES

The ageing analysis of trade payables is stated as

follows:

Notes to Condensed Consolidated Financial Statements

BRI Y

12.E 5 ENRE

B RNFKENREITAT ¢

As at As at
30 June 31 December
2007 2006

R-B2LE RZEETR
AA=tTH TZA=T—H
HK$°000 HK$'000
FET FET
(unaudited) (audited)
(REER) (BERZ)
Current to 30 days AR E 30K 30,467 25,486
31 to 60 days 31RE60K 18,936 20,104
61 to 90 days 61IREIOR 6,190 7,043
91 to 180 days 9T RE180K 535 1,454
Over 181 days 181RM £ 1,414 751
57,542 54,838
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Notes to Condensed Consolidated Financial Statements
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= 13. SHARE CAPITAL 13. R A
Z
g Amount
g Exc
< HK$'000
A Number of THL
§ Note shares (unaudited)
2 Wit RE (REER)
g Authorised: BT
T Ordinary shares of HK$0.1 each SREBIETHERR
= On incorporation and N AU IAVA
‘E_ at 31 December 2006 “EERET-A=TH (a) 1,000,000 100
g.- Increased on 31 May 2007 RZEZLFRA=T—HEM (b)) 4,999,000,000 499,900
(=5
At 30 June 2007 RZEZLERA=+A 5,000,000,000 500,000
Issued and fully paid: BETRAE -
Ordinary shares of HK$0.1 each SREGIATHERR
On incorporation and R LB R
at 31 December 2006 “EERF+-A=1+-H () 1 -
Issue of shares as consideration BORNERES
for the transfer of entire shareholding WELEZH
of a subsidiary RENKE (b)ii) 99,999,999 10,000
Issue of shares by way of BRRNEERD
capitalisation of share premium account ERLETRR (b)ii) 560,000,000 56,000
Issue of shares by way of placing BRRERAR
and public offer EERTRNG (c) 220,000,000 22,000
At 30 June 2007 R-ZBZLFRA=TH 880,000,000 88,000
Notes: Bt
(a) The Company was incorporated on 7 January 2005 (@) ARRR_ZZERF—HALAZEM
with an authorised share capital of HK$100,000 L SEFER AR 100,000 T

divided into 1,000,000 shares of HK$0.1 each. On
the same date, one share was allotted and issued as
fully paid to the initial subscriber and transferred to
Precisefull Limited, a company controlled by the
controlling shareholder, Mr. Lee Yuen Fat (“Mr. Lee").

1,000,000 & R E B 0.1 7T ¥
e REHE » — BRI AR IR
FERBERBITTVSREA - I
#% 2% Y Precisefull Limited (128 A% B
REREBALE ([FEE]) ZHINR
A]) e
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Notes to Condensed Consolidated Financial Statements

13. SHARE CAPITAL (continued)

Notes: (continued)

(b)

Pursuant to the written resolutions passed by the
Company's shareholders on 31 May 2007:

(i) the authorised share capital of the Company
was increased from HK$100,000 to
HK$500,000,000 by the creation of additional
4,999,000,000 shares of HK$0.1 each;

(i) 99,999,999 shares of HK$0.1 each was issued
on 31 May 2007 in exchange for the entire
shareholdings of Ka Shui (Holdings) Company
Limited, a subsidiary of the Company, pursuant
to the Group Reorganisation; and

(ii) a total of 560,000,000 shares of HK$0.1 each
were allotted and issued as fully paid at par to
the shareholders of the Company whose names
appeared on the register of members of the
Company at the close of business on 12 June
2007, in proportion to their shareholdings, by
way of capitalisation of the sum of
HK$56,000,000 standing to the credit of the
share premium account of the Company,
conditional on the share premium account being
credited as a result of new shares issued by
way of placing and public offer on 25 June
2007.

On 25 June 2007, 220,000,000 shares of HK$0.1
each were issued at HK$1.35 each to the public by
way of placing and public offer for a total of cash
consideration, before related expenses, of
HK$297,000,000. The excess over the par value of
the shares issued was credited to the share premium
account.

The share capital as at 31 December 2006 represents
the aggregate paid-in capital of the Group’s
subsidiaries, namely, Ka Fung Metal, Ka Shui HK and
Ka Shui Technology Limited.

BRI Y

13. R& (&)
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(b)
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R-ZZTE+EXA-1+HB &6
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BREEVEILRMGIZREMR.35%
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14. SHARE-BASED PAYMENTS 14. I 9 3 &
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Equity-settled share option scheme

The Company operates a pre-IPO share option
scheme (the “Pre-IPO Share Options Scheme”) for
the purpose of providing incentives and rewards to
eligible participants who contribute to the success
of the Group’s operations. In the current period,
share options under the Pre-IPO Share Option
Scheme were granted to 59 grantees on 1 June
2007. The exercise of these share options would
entitle these grantees to an aggregate of 22,000,000
shares. The details of the scheme are set out in
note 1 to the section headed “Share Option
Scheme” in “Other Information”.

The fair values of the options determined at the
dates of grant using the Black-Scholes option pricing
model were HK$0.59, HK$0.61 and HK$0.63
respectively.

The following assumptions were used to calculate
the fair values of share options:

Exercise price HK$0.81
Expected life 2.5 - 3.5 years
Expected volatility 46.94%
Dividend yield 1.70%
Risk-free interest rate 4.38%

The fair value of the options will be amortised over
the vesting period on a straight-line basis and
expensed in the income statement.

Pursuant to written resolutions of all the
shareholders passed on 2 June 2007, a share option
scheme (the “Share Option Scheme”) was adopted.
During the period, no options had been granted
under the Share Option Scheme.
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Notes to Condensed Consolidated Financial Statements

15. CAPITAL COMMITMENTS

BRI Y

15. E XA

Details of capital commitments in respect of FABEREEYE  HELRK
purchase and construction of property, plant and MEAREREFBROT :
equipment were as follows:
As at As at
30 June 31 December
2007 2006
R-ZBBLE RZTERF
AA=tA TZA=1+-H
HK$'000 HK$'000
FEL FET
(unaudited) (audited)
(REER) (E&%)
Contracted but not provided for B HEREE 51,317 5,256
16. RELATED PARTY TRANSACTIONS 16.BBEALTRS
(a) The Group had the following transactions with (a) iR - AEBEHEABEEALAE

its related parties during the period:

NTHERS :

For the six months
ended 30 June
BEAB=THILAEA

2007 2006
ZEEtE —EEREF
HK$000 HK$000
FET FAT
(unaudited) (unaudited)
(RBER) (REER)
Purchase of machinery, machinery [MBZE DR EE#2S -
parts and maintenance cost from  #RZIHH K
a related company (note () B (B 839 920
Subcontracting charges paid to Al ﬁfﬁ =UNSE3N)
an associate NEE 10,573 12,124
Advance from a director EEREDX 20,640 1,502
Management fee income from Bt 12 &) i i
an associate ERER 78 78
Advance to a related company MEED RSN
(note (i) (Ktaza) - 3
Advance to a director MEEBR 21,476 5,002
Advance to an associate ElA=UNCEE - 2,500
Interest income received from AN
an associate FEWA 43 36

Note:

(i)  Mr. Lee has significant influence in the related

company.

et -
(i) z%i NABERRIBRE
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Notes to Condensed Consolidated Financial Statements
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16. RELATED PARTY TRANSACTIONS

(continued)

16.BBEALTRS (&)

(b) Key management personnel compensation (b) EEEEAEME

For the six months
ended 30 June
BEAA=THLEAEA
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2007 2006
“EELE “ETEX
HK$'000 HK$'000
FEL FET
(unaudited) (unaudited)
(REER) (REERZ)
Salaries, allowances and Ao 2K
discretionary bonus miBIEa 3,734 3,425
Retirement benefits scheme RN FIEE
contributions 3% 24 24
Share-based payments A7 19 3 134 -
3,892 3,449

(c) Due from/(to) related parties

(c) W, (FE1Y) BAE D RMIE

As at As at

30 June 31 December

2007 2006

R-B2LE RZEER

~AE+H TZA=1—H

HK$'000 HK$'000

FET FET

(unaudited) (audited)

(RBER) (e&Z)
Due to Mr. Lee ERNZFEENE - (837)
Due to a related company (note ()  FE{F B8 1 A1 ZA (B2 () (4) (269)
Due from an associate JE U Bt & 2 ) SRR 7,612 7,490
Due to an associate FERTEE & A B3R (3,157) (4,058)

Note:

(i) Mr. Lee has significant influence in the related

company.

Krat -

(i) FEERBERAREAEAY
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Notes to Condensed Consolidated Financial Statements

16. RELATED PARTY TRANSACTIONS

(continued)

(d) As at 30 June 2007, included in prepayment,

(e)

(f)

deposits and other receivables was a deposit of
HK$5,045,000 (31 December 2006:
HK$3,000,000) paid to a related company in
which Mr. Lee has significant influence for the
acquisition of die casting machines.

During the year ended 31 December 2006,
certain banking facilities of the Group were
secured by personal guarantees provided by Mr.
Lee and a property owned by Mr. Lee. These
securities and guarantees have been released
and replaced by corporate guarantees provided
by the Company and/or other members of the
Group subsequent to the listing of the shares
of the Company in June 2007.

The Group has not obtained valid construction
licences and title certificates for three buildings
owned or occupied by the Group. In addition,
the landlord of certain production and ancillary
premises fails to provide the requisite title
certificate to prove its ownership to these
premises. The ultimate holding company,
Precisefull Limited and Mr. Lee have provided
an indemnity in favour of the Group to
reimburse any loss or damage that the Group
may suffer in relation to the title defects of
such properties during the six months ended
30 June 2007.

BRI Y

1. BBEALTRS (&)

(d)

(e)

(f)

R-ZZEZTLFA=+H" &
NRIE - e R HE A EKRFKIE
BREINTEEEEBERY
2 7 B & 275,045,000 T
(ZEERF+=ZA=+—8:
3,000,000 ) WA & ° 7% &)
CTHREBEERER A -

HE_ZTZEXF+A=1—
HIEFE  AEEETRITE
ENFEARHENEAERRK
HBEBN —FIMEEER - %
ZERERARANR_ZEZTLF
NALTHREERBRITBAAR
Ak/HEBHAMKE RER
HE A RIERIR -

AEEHARNEEBAAEEHE
BN EEEY AR
BETUBILMBESR - It
G BB EERMBYMEMNE
FEAIERMERIZREY
XHBERE  mKREZEELRQA
Precisefull Limited & Z= £ E A
AEERERBEELR  MASE
ER#EE—_2ZtF A=
HIEAREARZEMHEDERE
FREmMEXELX  BEERAAX
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(A) FINANCIAL REVIEW (A) Bt 7% B B8
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Benefiting from the increasing global demand for
metal die casting products, the Group recorded a
turnover of HK$352,672,000 for the six months
ended 30 June 2007, representing an increase of
23.1% as compared with the same period last year.
Gross profit for the period was HK$83,735,000, an
approximate 4.8% increase against the
corresponding period last year. During the period
under review, the price of zinc alloy continued to
rise which resulted in a slow down of the Group’s
zinc alloy die casting business. Moreover, the high
zinc alloy price elevated the Group’s manufacturing
cost albeit the increase in the zinc alloy cost had
been passed on to the customers. Given that, the
Group recorded an overall gross profit margin of
23.7% for the period.

To cater for the Group's future business expansion,
there was an increase in the number of management
and supporting personnel as well as related staff
costs during the period under review for the initial
preparation of the construction and operation of
the new manufacturing facility at Daya Bay.
Moreover, listing expenses and costs of share options
granted to employees had to be accounted for
during the period under review which also led to a
surge in the general and administrative expenses
over the corresponding period last year. Because of
this, the profit attributable to equity holders of the
Company decreased moderately by 2.8% to
HK$43,285,000 when compared with the same
period last year while the net profit margin was
12.3%. Without having to take into account the
one-off listing expenses and amortization of pre-
IPO share options amounting to HK$2,768,000, the
profit attributable to equity holders of the Company
would be HK$46,053,000, being an increase of
HK$1,508,000 or 3.4% over the same period last
year.

XEREREHeBEEERT R
R AEEHE-_ZZTLF XA
“Tt+HEARBERARZEEER
352,672,000/ 7T * ¥ 2 4 6] HR 38 41
23.1% : EF IR K F R EIE K4
4.8% % 83,735,000/ T ° 1£ [21 8 Hf
N THEeBRFELR <58
CLHECBREBEBNE - thod - 8
REBEHEFERER LA ZKAE
EERERF  BEEREEZEEK
AASEHFEE 2 ERM B TY
me BEWMY - SEAEEBHATERSE
23.7% 2 BEEFE -

HESERKREHB 2ERMAKRND
R TR B R LR B AR EE VBB B
B EBEEYEETIHAELKEES
SHEMEM MEEMEBEAIZHK
BRTETITHEREERATCLOBEHAA
R A —REITRERAREFH
HER  SRSAQRFEEZHFEA
FE {5 %% FI A8 bt 2= F [ A 8 40
2.8% % 43,285,000/ 7T © 4L A X 8
#12.3% ° HHibrE $£2,768,000/%
LZ—REETERAIHEERA
FEZEENBREEREE  A2Qa
BEaBFAEAEMLERENB A
46,053,000/ 7T + B & 4 [A] B3 15 A0
1,508,000/% 7L 83.4% °



(B) BUSINESS REVIEW

Zinc alloy die casting business

Zinc alloy die casting operation continued to be the
major profit contributor of the Group, accounting
for 77% of the Group’s turnover. During the period
under review, the turnover of zinc alloy die casting
components recorded a moderate increase of 11.8%
as compared with the same period last year. This
was mainly due to the persistent high price of zinc
alloy in the first half of year 2007 resulting in a
more conservative approach being adopted by
customers in placing orders. As such, the Group
has, by leveraging on its strength of producing the
three major non-ferrous die casting components
(zinc, magnesium and aluminium alloys), actively
proposed to its customers on using magnesium alloy
or aluminium alloy as a substitution for zinc alloy.
Having passed the testings required by customers,
some die casting products which are used to be
made from zinc alloy will use magnesium or
aluminium alloy instead in the second half of the
year.

Magnesium alloy die casting business

During the period under review, the turnover of
magnesium alloy die casting components increased
strongly by 72.5% as compared with the
corresponding period last year, the proportion of
which as represented in the Group’s turnover also
increased from approximately 10% in last year to
15%. With the rapid development of 3C
(communication, computer and consumer
electronics) products industry, the demand for
magnesium alloy die casting components is
continuously growing. In order to expand its
production capacity for magnesium alloy die casting,
the Group had placed orders to purchase 4
magnesium alloy die casting machines during the
period under review.

Management Discussion and Analysis
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Management Discussion and Analysis
EEEN®E DN

Aluminium alloy die casting business

Driven by the increasing demand from customers
for aluminium alloy die casting products, the Group's
aluminium alloy die casting business recorded the
fastest growth during the period under review, with
turnover increased substantially by 122.4% as
compared with the same period last year. The
proportion of which as represented in the Group's
turnover also increased from approximately 5% in
last year to 8%. During the first half of year 2007,
the Group had placed orders to purchase 8
aluminium alloy die casting machines in order to
keep abreast with the rapid development of its
aluminium alloy die casting business.

(C) PROSPECTS

Industry outlook

With the rapid global development of the household
products industry, 3C products industry and the
automobile industry, the die casting industry has
grown rapidly in recent years. In addition, there is
still a persistent growing trend of the global
manufacturing base of these products being shifted
to the PRC and hence, it is expected that the annual
growth in the PRC’s die casting industry will continue
to be remarkable.

BEEERBREBXR

XEFPHIRG ©BEE M TE LN
MERTES  AEBERGSEE
EBABASEBANERER 2
m AFEELEEFRBRNEEZH
122.4% - EFfff RSB ZEEB 2L
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The Group anticipates that the demand for its die
casting products will continue to grow, in particular
for magnesium alloy die casting products. Because
of its mechanical properties, appearance and metallic
texture, the application of magnesium alloy on 3C
products has been continuously expanding. In recent
years, Europe is leading the way for wide application
of magnesium alloy on automotive parts. In order
to satisfy the growing demand from customers, the
Group will allocate more resources on the business
development, enhancement of production capacity
as well as research on the die casting technology of
magnesium alloy. Magnesium alloy is also amongst
the major R&D projects as designated under both
the “Tenth Five Year Plan” and the “Eleventh Five
Year Plan” by the State Ministry of Science and
Technology. As such, the Group is very optimistic
on the business prospect of magnesium alloy die
casting.

In order to have a diversified product range and to
expand its market coverage, the Group has
commenced the production of aluminium alloy die
casting components since 2004. In view of the
business development trend, aluminium alloy die
casting business will be another focal development
of the Group in the forthcoming years. In terms of
tonnage, a large proportion of the global non-
ferrous metal die casting output is aluminium alloy
as it has been extensively used in the manufacture
of automobiles. Resulting from the buoyant
economic growth in the PRC as well as the rapid
development of the automobile industry, the Group
expects that there is a huge potential for the
development of its aluminium alloy die casting
business.
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New production facilities at Daya Bay

With a view to further expand its production capacity
so as to meet the demand from customers, the
Group acquired two parcels of land in Daya Bay,
Huizhou, the PRC at the end of year 2006 for the
construction of new production facilities. At present,
the Group is actively preparing for the construction
of the first phase of this industrial complex. The
new facilities will focus on the application of new
alloys, the production of automotive components,
3C products and precision moulds. The design of
the industrial complex is in such a way to consolidate
the manufacturing supply chain within the region
through strategic alliance and industrial clustering;
and also by integrating the various technical know-
how and professional engineering services of the
Group so as to support the development of
automotive components and 3C products. The
construction of the first phase of the industrial
complex comprising gross floor area of approximately
43,000 sg.m. was commenced in April 2007 and is
scheduled to be completed by end of year 2007. It
is expected that the operation of the new production
facilities can be gradually commenced in March
2008.

Acquisition or establishment of joint
venture enterprises

The Group will continue to identify new business
partners, either through acquisition or formation of
joint ventures with up stream or down stream
enterprises, to enhance its competitive strength. In
February 2007, the Group and Shanxi Wenxi
Yinguang Meiye Group Limited Company, a smelter
for magnesium and magnesium alloys in the PRC,
established Ka Shui Yinguang Technology (Wenxi)
Limited as a sino-foreign equity joint venture
enterprise for the production of magnesium alloy
die castings and related products. The joint venture
was owned as to 40% by the Group and has
commenced production since August 2007.
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Research and development

The Group is of the view that continued
improvement in technologies and investment in
research and development are essential to the
success of its business. Currently, the Group is
focusing its research and development projects on
four specific areas as follows:

1. Design and development of new products: the
Group has commenced research and
development on a number of Original Design
Manufacturing (ODM) products since the first
half of year 2007, with an aim to transform the
Group from being a traditional Original
Equipment Manufacturing (OEM) manufacturer
to a ODM manufacturer, which provides a one-
stop product design and manufacturing service;

2. Research and development on the applications
of alloys: the Group will focus on the research
and application of new magnesium alloys, for
instance, alloys for automotive functional parts;

3. Metal forming and surface treatment
technologies: the Group will persistently develop
corresponding metal working technologies to
meet new requirements for new products. This
will enable the Group to develop for itself the
most advanced manufacturing technologies
within its integrated manufacturing workflow
covering working of raw materials, die casting
and surface finishing. The Group will further
enhance its collaboration with universities, non-
governmental organizations and research
institutes in both Hong Kong and the PRC to
jointly search for advanced technologies; and

4. Production optimization and automation: the
Group aims to fully automate its production
processes along the various stages of the supply
chain so as to enhance its production efficiency,
quality consistency and cost effectiveness.
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Corporate strategy

In view of the intense global competition, the Group
expects that the business environment in the second
half of the year will be challenging. However,
through stringent cost control, enhanced production
capacity and improved operation efficiency, the
Group is fully confident in maintaining its
competitiveness. It is expected that the price of
magnesium alloy and aluminium alloy will remain
stable in the second half of the year so that the
business derived from these two types of metal alloy
can be maintained at a high growth rate whilst the
zinc alloy business will grow steadily. Leveraging on
the Group’s capabilities in the die casting of zinc,
magnesium and aluminium alloys, its customers,
taking into account the characteristics of their
product, can choose to use those alloys at a
competitive price and thus enhance their
competitiveness. In addition, since the gross profit
margins generated from the magnesium and
aluminium alloy die casting components are higher
than that from the zinc alloy, the Group’s future
business strategy is to gradually increase the business
proportion of these two segments which will
enhance the overall gross profit margin for the
Group. In the medium term, the Group has set a
target for zinc alloy and the total of magnesium
and aluminium alloys business to be accounted for
50% of its turnover respectively.
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(D) LIQUIDITY AND FINANCIAL

RESOURCES

As at 30 June 2007, the Group had bank and cash
balances of HK$255,031,000 (31 December 2006:
HK$12,300,000), most of which were either
denominated in US dollars or Hong Kong dollars. In
June 2007, the Group received net proceeds of
approximately HK$274,400,000 from its initial public
offering.

Total interest-bearing borrowings of the Group as
at 30 June 2007 were HK$119,645,000 (31
December 2006: HK$105,025,000), comprising bank
loans and overdrafts of HK$86,935,000 (31
December 2006: HK$73,701,000) repayable within
one year or on demand, term loans of
HK$17,270,000 (31 December 2006:
HK$20,006,000) with maturity of not more than
four years and obligations under finance leases of
HK$15,440,000 (31 December 2006:
HK$11,318,000). The majority of these borrowings
were denominated in Hong Kong dollars to which
the interest rates applied were primarily subject to
floating interest rate.

The Group's gearing ratio as at 30 June 2007 was
23.5% (31 December 2006: 48.1%), which is
calculated by dividing total interest-bearing
borrowings over total equity. The improvement in
gearing ratio was mainly resulted from the net
proceeds received from the initial public offering
during the period under review.

As at 30 June 2007, the net current assets of the
Group were HK$304,780,000 (31 December 2006:
HK$73,119,000), which consisted of current assets
of HK$505,425,000 (31 December 2006:
HK$256,681,000) and current liabilities of
HK$200,645,000 (31 December 2006:
HK$183,562,000), representing a current ratio of
approximately 2.5 (31 December 2006: 1.4).
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RISK

Most of the Group’s transactions were conducted
in US dollars, Hong Kong dollars or Renminbi. To
mitigate the risks due to fluctuation in foreign
currency exchange rates, the Group had used
forward foreign exchange contracts to manage its
foreign currency exposure during the period under
review.

(F) CONTINGENT LIABILITIES

As at 30 June 2007, the Group had no material
contingent liabilities.

(G) CHARGE ON ASSETS

As at 30 June 2007, the Group’s banking facilities
were secured by guarantees given by the following
assets: (a) the Group’s bank deposits; (b) lessors’
title to the leased assets under finance leases; (¢) a
property situated in Hong Kong owned by the
Group; and (d) properties situated in the PRC owned
by the Group.

(H) HUMAN RESOURCES

As at 30 June 2007, the Group had approximately
2,450 full-time employees (31 December 2006:
2,133). The Group attributes its success to the hard
work and dedication of its staff as a whole,
therefore, they are deemed to be the most valuable
assets of the Group. In order to attract and retain
high caliber staff, the Group provides competitive
salary, including medical benefit and bonus. The
Group’s remuneration policy and structure is
determined based on market trends, the
performance of individual staff as well as the
financial performance of the Group. The Group has
also adopted a share option scheme as incentive
and reward for those qualifying staff who have made
contribution to the Group.
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(1)

The Group provides regular training courses for
different level of staff and holds various training
programs together with PRC institutes and external
training bodies. Apart from academic and technical
training, the Group also organizes different kinds
of recreational activities, including New Year
gathering, various sport competitions and interest
groups. The aim is to promote interaction among
staff, establish harmonious team spirit and promote
healthy lifestyle.

USE OF PROCEEDS

The Group was listed on the Main Board of the
Stock Exchange on 27 June 2007. The net proceeds
amounted to approximately HK$274,400,000 will
be applied accordingly as set out in the Prospectus.
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INTERESTS AND SHORT POSITIONS OF
THE DIRECTORS IN SHARES,
UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

The shares of the Company were listed on the Stock
Exchange on 27 June 2007 (the “Listing Date”). As at
30 June 2007, the interests and short positions of the
directors and chief executive of the Company in the
shares, underlying shares and debentures of the
Company or any of its associated corporations (within
the meaning of Part XV of Securities and Futures
Ordinance (“SFO")) which were required to be notified
to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of SFO (including any
interests and short positions which were taken or deemed
to have under such provisions of the SFO) or were
required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or were
required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) in the Listing Rules, to be notified to the
Company and the Stock Exchange, were as follows:
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Hitb&H

Long Positions in the Shares RHOzZRE
Approximate
percentage of
Number of interest in
Name of Director Capacity Shares the Company B
EENCE £ “
EEns g7} Ligvig = MBI B
S
Mr. Lee Yuen Fat Interest in controlled 607,200,000 69% =
("Mr. Lee") company'” :i
PERERAE RiEH Qe w0 =
(T Beneficial owner 1,320,0002 0.15% *
EmERA g
Dr. Keung Wing Ching Beneficial owner 20,262,000 2.30%
ZKIEEL EREBA 880,000? 0.10%
Mr. Wong Wing Chuen Beneficial owner 18,480,000 2.10%
moKE R ERnEBA 880,000? 0.10%
Mr. Chan Tat Cheong, Alan Beneficial owner 7,029,000 0.80%
RESRLE EREBA 880,000? 0.10%
Mr. Zhao Jian Beneficial owner 7,029,000 0.80%
fiefe i ERnEBA 880,000? 0.10%
Notes: HiaF -
1. Mr. Lee holds the entire issued share capital of Precisefull 1. Z= % 4 # & Precisefull Limited

(TPrecisefull]) 2 EPE TR » At -
2% A AR R A Preciseful |B9 122 1) 14 4
%5 0 W AR A& % A Preciseful lFT A #9
AR AR -

Limited (“Precisefull”). As such, Mr. Lee is deemed to
have a controlling interest in Precisefull and is therefore
deemed to be interested in the interests of Precisefull in
the Company.

ZERMEEIREERAFESHE
st B L ERERE - BRE
FNARE [BREE — B -

2. Such interest in Shares was held pursuant to options 2.
granted under the Pre-IPO Share Options, details of which
are described in the paragraph headed “Share Option
Scheme” in this report.

37




Other Information

5 Short Positions in the Shares RHBzZER

:

g Approximate
g percentage of
S interest in
S Name of Director Capacity Number of Shares the Company
= ESNCE £
= ESEHE 5 1 BGHE BOEAL
g Mr. Lee Interest in controlled 33,000,000 3.75%
T = company( and @

: B 2 R R R

((=]

% Notes: Kz -

[=B

1. Mr. Lee holds the entire issued share capital of Precisefull. 1. Z=5L 4B Precisefull 228 BITARA ©

As such, Mr. Lee is deemed to have a controlling interest At - 5 £ AR B A Preciseful B9 1Z
in Precisefull and is therefore deemed to be interested in Hl MR - B AR & ¥E A Preciseful BT
the interests of Precisefull in the Company. HWERAQNF = o

2. Precisefull had a short position of 33,000,000 Shares in 2. Precisefull iR 25 E HIRE A (FB) A

the Company by virtue of the Stock Borrowing Agreement RABRZ-ZZEZLF AT —HIZZ
entered into between Precisefull and CIMB-GK Securities f& A% 173 5% M % /& 7~ 2 &) 33,000,000 4% fi%
(HK) Limited on 11 June 2007. MZEE -
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

As at 30 June 2007, the following persons, other than
the directors or chief executive of the Company, who
had interests or short positions in the shares or
underlying shares of the Company which were required
to be disclosed to the Company pursuant to Divisions 2
and 3 of Part XV of the SFO or, directly or indirectly,
interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all
circumstances at general meetings of the Company, or
which were required, pursuant to Section 336 of the
SFO, to be entered in the register referred to therein,
were as follows:

Other Information
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Approximate
percentage of

interest in
Name Capacity Position Number of Shares the Company
EARATERE
=x g7} RE/HER R4 & B BMOBES
Precisefull Beneficial owner Long 607,200,000 69%

BEnEBA oY)
Short 33,000,000@ 3.75%

BR

Notes: Mt et

1. Mr. Lee holds the entire issued share capital of Precisefull.
As such, Mr. Lee is deemed to have a controlling interest
in Precisefull and is therefore deemed to be interested in
the interests of Precisefull in the Company.

2. Precisefull had a short position of 33,000,000 Shares in
the Company by virtue of the Stock Borrowing Agreement
entered into between Precisefull and CIMB-GK Securities
(HK) Limited on 11 June 2007.
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5 SHARE OPTION SCHEME BRES
%.
g 1. Pre-IPO Share Option Scheme 1. BXAAHRENBRESTSE
S
= On 1 June 2007, an aggregate of 59 Pre-IPO Share RZETLFA—H - 5H#59%
Y Options of 22,000,000 shares were granted to £ 7#922,000,0000 &5 2 B IR AR
2 selected persons as incentives or rewards for their BENBRESETETAL - F
2 contribution to the Group. Details of the options RESHASBEMELER 2 2ZE
5 granted under the Pre-IPO Share Option Scheme FEE  BZEZELFAAA—ABE
S during the period from 1 June 2007 to 30 June —EELFEXNAZTHEE - BE
z 2007 were as follows: BERAMEENBREFEREZ
= BREFBET
((=]
?, Number of shares options
®
= BREHA
Exercised/
Lapsed/
Category of Exercise Cancelled  Outstanding
Grantee/ Price As at during the as at
Name Date of grant (HKS)  Exercise Period 01/06/07 period 30/06/07
R-BBLE
RBRAER/ TR R=2%+E RERTE/ AAZTH
i BREAH (Br) &S ~A-AH k¥ HEH i K476
Executive Directors
HITES
Mr. Lee 01/06/2007 0.81  27/06/2008 - 26/06/2011 1,320,000 - 1,320,000
£
Dr. Keung 01/06/2007 0.81  27/06/2008 - 26/06/2011 880,000 - 880,000
Wing Ching
ZKIEET
Mr. Wong 01/06/2007 0.81  27/06/2008 - 26/06/2011 880,000 - 880,000
Wing Chuen
BkEEE
Mr. Chan Tat 01/06/2007 0.81  27/06/2008 - 26/06/2011 880,000 - 880,000
Cheong, Alan
RES %L
Mr. Zhao Jian 01/06/2007 0.81  27/06/2008 - 26/06/2011 880,000 - 880,000
HELE
Others
Hity
Employees 01/06/2007 0.81  27/06/2008 - 26/06/2011 17,160,000 - 17,160,000
B8
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All grantees of the Pre-IPO Share Options may only BT/ & XA F % & A BB iR i 2 AR A
exercise the Pre-IPO Share Options granted to them  AJ#ZA N R/TE & XA EATER

as follows: R
Maximum aggregate percentage
of shares that are issuable upon =
exercise of the Pre-IPO Share @
Period Option granted to each grantee e
EERBATHEERZERAMH =
BENBRERTTREY o
H BROBBEDEER L=t
&
From the Listing Date to the date immediately 0% iEi

b

before the first anniversary
(the "First Anniversary”) of the Listing Date
ITTmBESMELTHRREG M —AFER
(I—EAFER])®A—H
From the First Anniversary to the date 30%
immediately before the second anniversary
(the "Second Anniversary”) of the Listing Date
—EAFERBELTHBETWMEFER
(IMBEFER] BRI —H
From the Second Anniversary to the date 60%
immediately before the third anniversary
(the “Third Anniversary”) of the Listing Date
MEFERZ ETAHRET W =AFEAR
(I=AF&A8]) Mma—A
From the Third Anniversary to the date 100%
immediately before the fourth anniversary of
the Listing Date
—AFERE LT AYEFT MEEAFE B —H

)

Save as disclosed above, no further options were Br EXHEEN  BEREBEERA
granted under the Pre-IPO Share Option Scheme. FESRBRIESSZE —PREE

o] 8 AL -

Share Option Scheme 2. BBRAETE

A share option scheme (the “Share Option Scheme”) —IEfE R S ([ E]) R
was adopted pursuant to the written resolutions ZEEEFEANAAZAREBEARAR
passed by the shareholders of the Company on 2 RPB s EMRBZRERM - B
June 2007. The purpose of the Share Option Scheme BB EEMETATIRBIEAR
is to provide incentives and rewards to selected SUHAREEPELBR 2 Rk &
eligible persons for their contributions to the Group. B - BN SEREBRET SR
During the period, no options had been granted A o] B PR o

under the Share Option Scheme.
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Other Information

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend
of HK1.2 cents per share for the six months ended 30
June 2007 payable on or about Monday, 15 October
2007, to the shareholders whose names appear on the
register of members of the Company on Friday, 5 October
2007.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from Tuesday, 2 October 2007 to Friday, 5 October 2007,
both days inclusive, during which no transfer of shares
will be registered. In order to qualify for the interim
dividend, all share transfer documents accompanied by
the relevant share certificates and transfer forms must
be lodged with the Company's branch share registrar in
Hong Kong, Computershare Hong Kong Investor Services
Limited, at Room 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen's Road East, Hong Kong for
registration not later than 4:30 p.m. on Friday, 28
September 2007.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

Since the Listing Date, neither the Company nor any of
its subsidiaries has purchased, sold or redeemed any of
the listed securities of the Company.

CORPORATE GOVERNANCE

The Company has complied with all the code provisions
set out in the Code on Corporate Governance Practices
contained in Appendix 14 of the Listing Rules during
the period from the Listing Date up to the date of this
report.
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AUDIT COMMITTEE

The Company established the Audit Committee in June
2007. The primary duties of the Audit Committee are to
review and approve the financial reporting process and
internal control system of the Group and provide advice
and comments to the Board. The Audit Committee
comprises three independent non-executive Directors,
namely Mr. Yeow Hoe Ann, John, Mr. Sun Kai Lit, Cliff
BBS, JP and Ir Dr. Lo Wai Kwok MH, Jp and is chaired by
Mr. Yeow Hoe Ann, John, a qualified accountant with
extensive experience in financial reporting and controls.

NOMINATION COMMITTEE

The Nomination Committee was set up in June 2007 for
the purpose of making recommendations to the Board
on the appointment of Directors and the management
of the Board succession. The members of the Nomination
Committee are Mr. Sun Kai Lit, Cliff 8BS, Jp, Ir Dr. Lo Wai
Kwok MH, Jp, Mr. Yeow Hoe Ann, John and Dr. Keung
Wing Ching. Mr. Sun Kai Lit, Cliff BBS, Jp is the Chairman
of the Nomination Committee.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee
in June 2007. The major duties of the Remuneration
Committee include reviewing and determining the terms
of remuneration packages, the award of bonuses and
other compensation payable to Directors and senior
management. The Remuneration Committee comprises
three independent non-executive directors, namely Mr.
Sun Kai Lit, Cliff BBs, Jp, Ir Dr. Lo Wai Kwok MH, Jp, Mr.
Yeow Hoe Ann, John and Vice Chairman of the
Company, Dr. Keung Wing Ching. The Chairman of
Remuneration Committee is Mr. Sun Kai Lit, Cliff BBs, Jp,
an independent non-executive director.
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Other Information

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out
in Appendix 10 of the Listing Rules. Having made specific
enquiry of all Directors, all Directors have confirmed that
they have fully complied with the required standard set
out in the Model Code since the Listing Date.

REVIEW OF FINANCIAL INFORMATION

The Audit Committee has reviewed the unaudited
condensed consolidated financial statements of the
Group for the six months ended 30 June 2007.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to extend our sincere
appreciation to our customers, suppliers and shareholders
for their continuing support, and our management and
staff for their contribution and dedication to the Group
throughout the period.

By order of the Board
Lee Yuen Fat
Chairman

Hong Kong, 12 September 2007
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