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Ka Shui International Holdings Limited

Condensed Consolidated Income Statement
BHSEHEER

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

The Board of Directors (the “Board”) of Ka Shui ZEmBEIEERERAR ([AAR])ESE
International Holdings Limited (the “Company”) is & ([EEEg])RASHARFREK B
pleased to announce the unaudited condensed RAl([A&EE])HEE_ZTTNF A=
consolidated financial results of the Company and its T HIENEA 2 REBZERLES T
subsidiaries (the “Group”) for the six months ended 30 ¥4 @ #ER T+ F 2L WEF -
June 2008, together with the comparative figures for

the corresponding period in 2007.

For the six months
ended 30 June
BZAA=TRHILAHEA

2008 2007
ZBENF —TTLF
HK$'000 HK$'000
FET FET
Note (unaudited) (unaudited)
fit at (REER) (REER)
Turnover HES 3 342,742 352,672
Cost of sales HERK (299,545) (268,937)
Gross profit E7 43,197 83,735
Other income Hip A 4 5,078 3,797
Selling and distribution expenses HERDHERY (4,801) (4,170)
General and administrative expenses —RERTHEHAX (31,925) (30,300)
Profit from operations B A 5 11,549 53,062
Finance costs BEMKAK 6 (1,145) (4,153)
Share of loss of an associate R AN 3 - (512)
Share of loss of a jointly controlled entity 71 £ 12 4 B 82 518 (64) -
Profit before tax BR 7% A A 10,340 48,397
Income tax expense EBRAS 7 (3,219) (5,059)
Profit for the period 51 70 % 7,121 43,338
Attributable to: AT ALRERES
Equity holders of the Company ARAERHAA 7,121 43,285
Minority interests LEERFEA - 53
7,121 43,338
Dividends RE
- Proposed interim —EEPH 8 - 10,560
Earnings per share BREF 9
- Basic (HK cents) — &K GEW) 0.8 6.5
- Diluted (HK cents) — %% () N/A FER 6.5

EinBEBRERERLD A 4



Interim Report 2008

Condensed Consolidated Balance Sheet
BHGSEEEEEAR

As at 30 June 2008
RZZZENFAA=TH

As at As at
30 June 31 December
2008 2007
R-ZBENF S
ANA=TA +_H_+ H
HK$'000 HK$'000
FET FET
Note (unaudited) (audited)
fit st (REERK) (&R
Non-current assets FRBEE
Property, plant and equipment mE - BERSRE 10 280,638 224,580
Prepaid land lease payments BRI 36,151 33,893
Club membership omeE 718 718
Investment in an associate HHERNAMNEE - 1,115
Investment in a jointly controlled entity HARZHERENRE 9,400 8,259
Available-for-sale financial assets HNEEHEE 6,303 6,303
Deposits paid for acquisition of ANEEME  KER
property, plant and equipment BREREN
and prepaid land lease payments tiEE ke 8,848 8,096
342,058 282,964
Current assets RBEE
Inventories 75 132,254 118,344
Trade receivables 85 EWIE 11 110,866 115,491
Financial assets at fair value through BATEFABREN
profit or loss tREE 2,879 3,277
Prepayments, deposits and other BAHKE - K REAM
receivables el A 13,018 11,613
Due from an associate JE Ui & A B 5R0R - 14,335
Pledged bank deposits EHERRT 7(_ 4,250 6,333
Bank and cash balances RITRR S EH 121,133 166,039
384,400 435,432
Current liabilities nBEE
Trade payables BHENFIE 12 57,322 61,381
Deposits received Blize 2,801 3,054
Other payables and accruals ﬁfﬁﬁﬁﬁ?ﬁﬁ&ﬁéﬁ%ﬁﬁ 29,237 27,555
Due to a related company FETRAE A B30 - 806
Due to an associate JE 11 Bt *éﬂ W - 4,246
Short term borrowings R R 54,953 68,555
Current portion of long term borrowings REBETONHL D 5,522 5,511
Current portion of obligations BERDAE
under finance leases #ENEIE 9,514 6,641
Current tax liabilities HEMRBEAE 2,629 6,456
Bank overdrafts BITEX 2,507 -
164,485 184,205
Net current assets RBEERE 219,915 251,227
Total assets less current liabilities EEAERARDAERE 561,973 534,191
5 —EENPERE




Ka Shui International Holdings Limited

Condensed Consolidated Balance Sheet
BHGEEEEER

As at 30 June 2008
RZZEZNFARNA=1H

As at As at
30 June 31 December
2008 2007

R-ZBENE PN_TTLF
AA=ZtH +-A=1+—-H

HK$'000 HK$'000
FET FAT
Note (unaudited) (audited)
3 (REER) (8EZ)
Non-current liabilities FRBEE
Long term borrowings REER 6,250 9,015
Obligations under finance leases BERDAE 15,579 4,485
Deferred tax liabilities ELEHESE 1,128 1,128
22,957 14,628
NET ASSETS EEFE 539,016 519,563
Capital and reserves EARRE
Share capital B 13 88,000 88,000
Reserves i 451,016 431,563
TOTAL EQUITY EREH 539,016 519,563

RinBERERERA A 6



Interim Report 2008

Condensed Consolidated Statement of Changes in Equity
BAGEHEEHR

For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

Attributable to equity holders of the Company (unaudited)
ALIREREARGRS (REEH)

Foreign

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

BEE DHRER
Bx EHEE RERN EXER ofERE ERRR  BR IRER i AARE REfE
HKSO00  HKS'000  HKS'000  HKS'00  HKSTO0D  HKS'000  HKS'000  HKS'00  HKS'O00  HKS'000  HKS'000
TEr TET TEr TEr TEr T TEr TEr TEr T TEn

At 1 January 2008 RZFENE-F-A 88000 198589 213,807 803  (9931) 9,069 4,327 7666 519,563 - 519,563
Fichange difference on translation ~ ZEN ¥ BEEEN

of foreign operations EXZE - - - - - 16500 - - 16,500 - 16500
Net income recognised BRERARDN

directly in equity LON:L - - - - - 16,500 - - 16500 - 16,500
Profit for the period B - - - - - - - AN
Total recognised income AMETHRAR

and expense for the period Ry @8 - - 1M - - 16,500 - - B - B
Recognition of share-based payments LR {3 % (19308 - - - - - - 3% - 3% - 3%
Final dividends paid EfiRSES - - (190 - - - - - (190 - (190
At 30 June 2008 RZTENERAZTE 88000 198,589 213,008 8036  (9931) 25569 8,079 7,666 539,016 - 539016
At 1 January 2007 RZTEtE-F-A 30 - 04731 3,084 (100 2826 - 2810 213471 4899 218370
Exchange difference on translation B ZEN EBEE LS

of foreign operations EREE - - - - - 0% - - 0% - 0%
Share issue expenses OETTE - 0410) - - - - - - 0411) - 041)
Net income recognised ERERAETY

directly in equity ON2 - 20411) - - - 2,09 - - (1831 - (18315)
Profit for the period Biad - - 4328 - - - - - 8328 5 43338
Total recognised income and BRERHRAR

expense for the period FRig - 04n) 43285 - - 0% - - 2970 5 2503
Issue of shares of a subsidiary -FHBRARR 49 - - - - - - - 49 - 49
Effect of group reorganisation £EEANZE 9,921 - - - 09 - - - - - -
Issue of shares by way of BRRERLREE

placing and public offer ik 2,000 275,000 - - - - - - 297,000 - 297,000
Issue of shares by way of capitalisation & &) B ERH

of share premium account ERLEARA 56,000 (56,000 - - - - - - - - -
Acquisition of minority interest WEHHERRENER - - - 4w - - - N XYY -
Recognition of share-based payments B\ R fH£1318 - - - - - - 606 - 606 - 606
Transfer to statutory reserve ERNETRR - - (809 - - - -4 - - -
Dividends paid by subsidiariesto ~ HELEAERER

their then shareholders FEZRS - - (33,000 - - - - - (33,000 - (33,000
At 30 June 2007 R-EECERA=TE 88000 198589 210911 8,036 (9.931) 4922 606 6,915 508,048 - 508,048
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Ka Shui International Holdings Limited

Condensed Consolidated Cash Flow Statement

BHZSHEERER
For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

For the six months
ended 30 June
BEAB=1THLREA

2008 2007
—EENF —TTLF
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REER) (REER)
Net cash generated from REZ®
operating activities ER&FE 5,498 32,059
Net cash used in investing activities REBEEBMAER 2 FE (43,024) (43,674)
Net cash (used in)/generated from BEEY () /B
financing activities ReFE (11,228) 255,673
Net (decrease)/increase in cash and ReRERHASER
cash equivalents (HD) /BmFE (48,754) 244,058
Cash and cash equivalents at REBINHE RERE S
beginning of period EH 166,039 11,025
Effect of foreign exchange rate change ExgHyE 1,34 (915)
Cash and cash equivalents at end REANBEERERARS
of period ER 118,626 254,168
Analysis of cash and cash equivalents BREREFBRLSEE
Bank and cash balances RITRB &8 121,133 255,031
Bank overdrafts RITEX (2,507) (863)
118,626 254,168

RinBERERERA A 8



Interim Report 2008

Notes to Condensed Consolidated Financial Statements

CORPORATE INFORMATION

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.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

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 of Hong Kong Limited (the
“Listing Rules”) and with Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of the Certified Public
Accountants (the “HKICPA").

The accounting policies used in the condensed
consolidated financial statements are consistent with
those followed in the preparation of the Group’s
annual financial statements for the year ended 31
December 2007.

BHAGZ S BHRRME
For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

NAEEH

REBNEEN  BERRESEE
HEE FEETFTREREAR -
3CCRH - EMEBEEETF) Em
RABEZTHHENER -

ARRAR_-_ZTEZERF—ALHARE
MRS ARAERSES MK
VYRIBRERRAA -

WAUEERFTEGHBE

RSB RRIIERELRA
RZABERARESFEHHRA(TE
AR AL ) B 8% 168 18 A 4R FR AR E I
BAEGFMAE ([ AE])H
o) &8 G 5t B 5 3458 [ B 7%
HE I wER -

BRGE P HERERMERN S K
R HEREEZE_TTLF+_A
=+ —HUEFEMBHHRREFER
VE R BURAER -
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Ka Shui International Holdings Limited

Notes to Condensed Consolidated Financial Statements
BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

2. BASIS OF PREPARATION AND 2. MBEERTEGEE

SIGNIFICANT ACCOUNTING POLICIES (%)

(continued)

In the current period, the Group has adopted all RAHME - AEBEEHEMEARAE
the new and revised Hong Kong Financial Reporting BEE  BEMAgMEMmIL S
Standards (“HKFRSs”) issued by the HKICPA that —EEN\F—A B EERED
are relevant to its operations and effective for S HRERB T B ] REIEE]
accounting periods beginning on or after 1 January BAMBmELER o RAZFHE]
2008. The adoption of these new and revised RIERT ) BB I & R R
HKFRSs did not result in substantial changes to the o AN 52 B 8 & 51 SR K 2 HA e B IA
Group’s accounting policies and amounts reported THEERNSELRENES -

for the current period and prior periods.

The Group has not applied the new HKFRSs that REBWARRMNE BMHERASLE
have been issued but are not yet effective. The MR BB R EER - KN&E
Group has already commenced an assessment of BRI HZENT BN B R
the impact of these new HKFRSs but is not yet in a FERANTE BREHZFN
position to state whether these new HKFRSs would BEANBRELEBEREAREED
have a material impact on its results and financial ¥BERVBRAEEAERTZEEL
position. AR o

RinBERERERA A 10




Interim Report 2008

Notes to Condensed Consolidated Financial Statements
BHRSG S MBI ERMEE

For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

TURNOVER AND SEGMENT 3. BXER o HESR
INFORMATION

Turnover represents the net amounts received and EEHEERNBEAEEERNE WK
receivable for goods sold, net of returns and EWRIEFE (ENREERGETHE
allowances to customers during the period. PR ) o

For management purposes, the Group’s operation BRABEERE ASEBEREEBS A
is currently categorised into three operating divisions A ERT -  EREEE
— zinc, magnesium and aluminium alloy die casting B ZER Fﬂmzﬁﬁ E2HREE
components. These divisions are the basis on which DEERHELE AEETEHAIR
the Group reports its primary segment information. EBNE D ENEEBREESM
An analysis of the Group’s turnover and results for U

the period by business segments is as follows:

For the six months ended 30 June 2008
BE-EENEAA=ZTHLAEA

Magnesium  Aluminium

Zinc alloy alloy die alloy die

die casting casting casting
components  components components Consolidated
REeBEL BLSEEH H52EEH g8

HK$'000 HK$'000 HK$'000 HK$'000
TER FEx TET TEx
(unaudited)  (unaudited) (unaudited) (unaudited)
(REER) (REER) (REBR) (REER)

Turnover EEH
Sales to external customers HNHEE 200,484 56,387 85,871 342,742
Segment results AHEE 9,858 4,171 90 14,119
Unallocated other income FRBEEMBA 4,164
Unallocated expenses AR ERX (6,734)
Profit from operations BE R 11,549
Finance costs BEKK (1,145)
Share of loss of a jointly NEHRAZHER

controlled entity BE (64) (64)
Profit before tax B Bt A 4 A 10,340
Income tax expense FERRAX (3.219)
Profit for the period B A 7121

11 —EEN\FHRE




Ka Shui International Holdings Limited

Notes to Condensed Consolidated Financial Statements
BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

3. TURNOVER AND SEGMENT 3. BEHRIHER (&)
INFORMATION (continued)

For the six months ended 30 June 2007
HE2-ZZ+ERNA=THIEAEA

Magnesium Aluminium

Zinc alloy alloy die alloy die

die casting casting casting
components  components  components  Consolidated
HAeBRl BALERN RAcEBEM Ha

HK$'000 HK$'000 HK$'000 HK$'000
TET TAL TET TAL
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(R&Egh) (REER) (REER)  (REER)

Turnover R

Sales to external customers HHMEE 272,695 50,813 29,164 352,672
Segment results AMEE 38,549 15,575 4,643 58,767
Unallocated other income FaBEMmKA 2,075
Unallocated expenses FHERY (7,780)
Profit from operations BE R 53,062
Finance costs BWEN K (4,153)
Share of loss of an associate A E D REE (512) (512)
Profit before tax BBt A& A 48,397
Income tax expense R (5,059)
Profit for the period & 43,338

EhBEBREREGRAF 12




Interim Report 2008

Notes to Condensed Consolidated Financial Statements
BHRSG S MBI ERMEE

For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

4. OTHER INCOME 4. Haug A

For the six months
ended 30 June
BEAB=1THLREA

2008 2007
—BENE “EELHF
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)

(REER) (REER)

Interest income FEHA 2,245 620
Rental income HElA 35 128

Gain on financial assets at fair value ~ A FEFABZEEL
through profit or loss SREERR 1,903 1,456
Sale of scrap materials BHEE 828 1,257
Product development fee income EmRAEERRA - 105
Management fee from an associate ~ RE—FREELAMNERE - 78
Others Hith 67 153
5,078 3,797

13 —ZZN\PHRE




Ka Shui International Holdings Limited

Notes to Condensed Consolidated Financial Statements
BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

5. PROFIT FROM OPERATIONS 5. K& RA
Profit from operations has been arrived at after rERENEMR,(GFA) To&
charging/(crediting) the following: 1A ¢

For the six months
ended 30 June
BEAB=1THLREA

2008 2007
“EENE S
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REER) (REER)
Depreciation of property, mE HKER
plant and equipment REWE 15,104 10,247
Gain on disposal of property, HEME  #ER
plant and equipment R (14) (56)
Property, plant and mE HKER
equipment written off &% 1 88 - 4
6. FINANCE COSTS 6. BLE A
For the six months
ended 30 June
BEAA=tHLAEA
2008 2007
“EENE ZTTLF
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REERK) (REER)
Interest expenses on bank RITEX R
overdrafts and loans ERMERE 725 3,543
Finance lease charges BERAHZ T 420 610
1,145 4,153
EHEBRERERA A 14




Interim Report 2008

Notes to Condensed Consolidated Financial Statements

7. INCOME TAX EXPENSE

BHAGZ S BHRRME
For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

7. FRBHEAX

For the six months
ended 30 June
BEAB=1THLREA

2008 2007
ZBEN\F “EELHF
HK$'000 HK$'000
FET FAT
(unaudited) (unaudited)
(REER) (REER)
Current tax - Hong Kong Profits Tax ~ ENEiRi 18 — & FI5H
Provision for the period AHREEE 3,110 3,994
Current tax AR B
— People’s Republic of China —HhEARLMN
("PRC") enterprise income tax ([HE]) CERBHR
Provision for the period KRR E 109 1,065
3,219 5,059

BE_TTZ N\FRA=THIEARHE
ANBEENSHREEBEMNG
AHERTUE M IAT E16.5% (B =E—
ZEZ+ERNA=ZTHIEREAR:
17.5%) {E LB - /B INE R VTR IR
R BB ERTOENIRA K E
REMEMNRITHESE -

Hong Kong Profits Tax has been provided at the
rate of 16.5% for the six months ended 30 June
2008 (for the six months ended 30 June 2007:
17.5%) 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.

15 =B\ G HEE




Ka Shui International Holdings Limited

Notes to Condensed Consolidated Financial Statements
BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

7.

INCOME TAX EXPENSE (continued)

Pursuant to the relevant laws and regulations in the
PRC effective before 2008, a foreign investment
enterprise 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 PRC
subsidiaries, MG Technology (Shenzhen) Company
Limited (“MG Technology”), was in its fifth profit-
making year for the year ended 31 December 2006.
In December 2006, MG Technology was recognised
as a “New and High Technology Enterprise” by
Shenzhen Municipal Technology and Information
Bureau, and it was granted a 50% tax relief for
another three years commencing from January 2007
(but the tax rate after the extended tax relief should
not be lower than 10%). On 16 March 2007, the
National People’s Congress passed the Enterprise
Income Tax Law of the PRC (the “New PRC EIT
Law") which became effective on 1 January 2008.
From 2008 onwards, the above 50% tax rate
deduction would be subject to the transitional
arrangements under the New PRC EIT Law. However,
the PRC authorities have not issued detailed
qualification requirements for this enterprise income
tax incentive.

On the other hand, in December 2007, the
Implementation Rules of the New PRC EIT Law of
the PRC and Guo Fa [2007] No. 39 promulgated by
the State Council specify certain implementation
details and grandfathering arrangements of the New
PRC EIT Law. As a result of Guo Fa [2007] No. 39,
MG Technology would have to file its quarterly
enterprise income tax returns at 18% enterprise
income tax rate in 2008.

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 2008.

EinBEBRERERLD A

BB @)

BEZZFSTNFZAEXNABS
BUERRER  INERELHEAB
HEERMNFEEMTERETH
TEMBH  YTREE=-FERSR
PR EAMSH50% - £E £ FE
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) BRAR (TRISERE]) REZE
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+= R Bl ERFEERYITRE
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FIEBE)([FABRCERSH
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NFER - bl 2z B R F 1548 T35
PEGEMSHREZBEEZHE -
R - PEERYERGEBEZE
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Interim Report 2008

Notes to Condensed Consolidated Financial Statements

8. DIVIDENDS

During the six months ended 30 June 2008, the
Company paid a final dividend of HK0.9 cents (for
the six months ended 30 June 2007: nil) per share
for the year ended 31 December 2007.

The Board does not recommend the payment of an
interim dividend in respect of the six months ended
30 June 2008 (for the six months ended 30 June
2007: HK1.2 cents per share).

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 final dividends
were fully settled in May 2007, and included as a
movement in the condensed consolidated statement
of changes in equity.
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Notes to Condensed Consolidated Financial Statements
BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

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
2008 of approximately HK$7,121,000 (unaudited)
(for the six months ended 30 June 2007:
HK$43,285,000 (unaudited)) and the weighted
average number of ordinary shares of 880,000,000
(for the six months ended 30 June 2007:
667,292,818, as if the capitalisation of share
premium and the effect of the group reorganisation,
which are more fully described in the section headed
“Written resolutions of all the shareholders passed
on 2 June 2007" in Appendix V to the prospectus
of the Company dated 12 June 2007, had been
outstanding throughout the period) in issue during
the period.

Diluted earnings per share

The effects of all potential ordinary shares are anti-
dilutive for the six months ended 30 June 2008.

The calculation of diluted earnings per share
attributable to equity holders of the Company for
the six months ended 30 June 2007 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 during the period.
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Notes to Condensed Consolidated Financial Statements

10. PROPERTY, PLANT AND EQUIPMENT

During the period, the Group had disposed of certain
property, plant and equipment with a carrying
amount of approximately HK$71,000 (for the six
months ended 30 June 2007: HK$47,000) for
proceeds of HK$85,000 (for the six months ended
30 June 2007: HK$103,000), resulting in a gain on
disposal of approximately HK$14,000 (for the six
months ended 30 June 2007: HK$56,000) and had
no property, plant and equipment written off (for
the six months ended 30 June 2007: HK$4,000).

In addition, the Group spent approximately
HK$38,236,000 (for the six months ended 30 June
2007: HK$2,273,000) on the construction of its new
factory premises at Daya Bay, Huizhou of the PRC
and approximately HK$10,266,000 (for the six
months ended 30 June 2007: HK$33,928,000) on
acquisition of new plant and machineries in order
to enhance its production capabilities.

BHAGZ S BHRRME
For the six months ended 30 June 2008
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Notes to Condensed Consolidated Financial Statements

BHAGZ S BHRRME
For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

11. TRADE RECEIVABLES

M. EZERRE

The Group has a policy of allowing a credit period AEBGKTEFPIOHETISAMEE

ranged from 30 to 75 days to its customers. The H - B 5 RKKEN KRR DT
ageing analysis of trade receivables is stated as o

follows:

As at As at

30 June 31 December

2008 2007

R=ZBBNFE R_TTLF

AA=t+tR TZA=1-H

HK$000 HK$'000

FEL FET

(unaudited) (audited)

(REER) (BE%)

0 to 30 days TE30H 55,033 71,339

31 to 60 days 31HE60H 31,654 24,150

61 to 90 days 61HZE90H 14,364 8,910

91 to 180 days 91HZE180H 8,267 9,286

Over 180 days 1808 ) £ 1,548 1,806

110,866 115,491

12. TRADE PAYABLES

The ageing analysis of trade payables is stated as

12. EZ ERIE

B RNFENKREKRDONET ¢

follows:
As at As at
30 June 31 December
2008 2007
R-ZENF R_TTLF
AA=tH +tZHA=1+—H
HK$'000 HK$'000
TERT FET
(unaudited) (audited)
(REER) (BERZ)
0 to 30 days ZE30H 22,711 29,807
31 to 60 days 31HZ60H 22,515 26,299
61 to 90 days 61HZ90H 7,821 2,597
91 to 180 days 91HZE180H 1,892 1,249
Over 180 days 180H £ 2,383 1,429
57,322 61,381

RinBERERERA A
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BHRSG S MBI ERMEE

For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

13. SHARE CAPITAL 13. R4
Amount
g
HK$'000
Number of FAET
Note shares (unaudited)
fif it e (REEX)
Authorised: ETE
Ordinary shares of HK$0.1 each BRAEGBNBITHL AR
At 1 January 2007 N_ET+F—H—H 1,000,000 100
Increased on 31 May 2007 RZEZ+tFRAA=T—H
2 (@) (i)  4,999,000,000 499,900
At 31 December 2007 and RZTTLEF
30 June 2008 TZA=+-BEk
—ETN\FAA=TH 5,000,000,000 500,000
Issued and fully paid: BETRAE
Ordinary shares of HK$0.1 each BREEIBTHEER
At 1 January 2007 R-_EE+tF-H—H 1 -
Issue of shares as consideration BIIROIERERE
for the transfer of entire HBARZH
shareholdings of a subsidiary BENRE (a) (ii) 99,999,999 10,000
Issue of shares by way of BRRMNDEEERN
capitalisation of share BRCBITRG
premium account (a)iii) 560,000,000 56,000
Issue of shares by way of placing BBREERRH
and public offer BEBRTRM (b) 220,000,000 22,000
At 31 December 2007 and RZTTLEF
30 June 2008 TZA=+-BR
“EENEASA=TH 880,000,000 88,000
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BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

13. SHARE CAPITAL (continued)

Notes:

(a)

(b)

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

(i)

(iii)

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;

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 (“Ka Shui BVI”), a subsidiary of the
Company, pursuant to the Group
Reorganisation; and

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.

RinBERERERA A
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Notes to Condensed Consolidated Financial Statements

14. SHARE-BASED PAYMENTS

Equity-settled share option scheme
Pre-IPO 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. 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 the section headed “Share
Option Scheme” in “Other Information”. Save as
disclosed above, no share options had been granted
under the Pre-IPO Share Options Scheme.

The fair values of the options determined at the
dates of grant using the Black-Scholes option pricing
model were HK$0.55, 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.

23

BHAGZ S BHRRME
For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

14, LR 3 X Y KO TR B

EEEERRES
BRAFERAIERETE

ZN/NE] S SVA= /NN -8 T = g
T ([HXAFERAERER
2l]) EMERREAEEKNE
EIERERMAGERSBERME
B M B3R o &K ARSI ATEE R E
ETHEREENR S LFN
B—BRHE F5MUARA - AR A
THEHEERESTES K
22,000,000 f% 1n © s EIF B H R
[Em &R AR ERTSE—& -
BrEdiETEZI O REBRERE
RARMERBERETS TED -

RIS BEFERAR R - FTRATE
ErEERAETHEREAFES
Al A0.55% 7T + 0.597%8 7T ~ 0.61787T
% 0.63F T °

T BRARGFEEREATE -
1TEE 0.8 T
TE & F HA 2.5—3.5%
TEET R 1R 46.94%
iR B B ¥ X 1.70%
f2 J3 P ) 4.38%

BREATERSAERTAREB
HIAREH YRBERAIEX
ﬁ o

—ZZN\PHRE




Ka Shui International Holdings Limited

Notes to Condensed Consolidated Financial Statements
BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

14. SHARE-BASED PAYMENTS (continued) 14. LR X RE (&)

Equity-settled share option scheme (continued)
Share Option Scheme

Pursuant to written resolutions of all the
shareholders passed on 2 June 2007, a share option
scheme (the “Share Option Scheme”) was adopted.
Share options under the Share Option Scheme were
granted to 212 grantees on 13 March 2008. The
exercise of these share options would entitle these
grantees to an aggregate of 20,102,000 shares. The
details of the scheme are set out in the section
headed “Share Option Scheme” in “Other
Information”. Save as disclosed above, no share
options had been granted under the Share Options
Scheme.

The fair values of the options determined at the
dates of grant using the Black-Scholes option pricing
model were HK$0.11, HK$0.12 and HK$0.13
respectively.

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

EnsEBRESS (&)
BREE

BE2ERER-ZZ+F A=
HBAMEEAZESE  —HBERE
ETEI ([ ERTE)) DR - 8
BREFETHEREER=2ZZN
FZAT=ZBRET2120FARA -
EBRATEHEERESTESH
20,102,000 f& 1n - s EIF B H R
[Em &R AR ERS—& -
Br bl TE 2N - R EBIRERE
IREFTE THEE -

RELHBEFERBE R — &R
ETERAEBETNEREAFED
A A0 T ~ 0.1278 7T % 0.1378
7TE o

THBRANT EBRELTE -

Exercise price HK$0.415 1T1EE 0.415% 7T
Expected life 3.5 - 6.5 years TEFH F HA 3.5—6.54F
Expected volatility 55.42% TE & 18 55.42%
Dividend yield 5.25% iR B B ¥ X 5.25%
Risk-free interest rate 2.005% - 2.176% I L B R & 2.005% —2.176%

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

EinBEBRERERLD A
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15. ACQUISITION OF A SUBSIDIARY

During the six months ended 30 June 2008, one of
the subsidiaries of the Company, Ka Shui BVI entered
into a sales and purchase agreement with the
remaining shareholders of an associate, Wing Yu
(Far East) Industries Company Limited (“Wing Yu"),
pursuant to which Ka Shui BVI agreed to acquire
the remaining equity interest of 60% in Wing Yu
for a cash consideration of approximately
HK$1,797,000. The acquisition was effective on 1
January 2008.

The fair value of the identifiable assets and liabilities
of Wing Yu acquired as at its date of acquisition,
which has no significant difference from its carrying

BHAGZ S BHRRME
For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

15. W g — [t B 2 &)

REBEZ_ZEZTN\FA=+THIEX
BAEA  AARIZES—RHH B
A BlKa Shui BVIEL — B 2 N Ak #8
(RR)BEERRA([KBD BT
BRE(EFDIL—MEEWH
B - KaShuiBVIREBERE S
BEHEKHSE L60%2 I AR
% 0 LB £ 491,797,000 T AR
B WEBR_ZEZN\F—H—H

KR KEB ZAIBANEEREBE
AFE(EEAEEEAEZE)N
o

amount, is as follows:

HK$°000
Net assets acquired: W ENEEFE FET
Property, plant and equipment ME - R RRE 9,876
Inventories FE 6,186
Trade receivables 2 5 WA 4,912
Prepayments, deposits and BRRE RKek
other receivables H b fE Y FR IR 1,326
Due from a shareholder JE W — R R 5K IR 4,246
Pledged bank deposits BRI RITER 1,069
Bank and cash balances RITRIBESER 957
Trade payables B 5 ENIEA (4,985)
Deposits received Blire (90)
Other payables and accruals HiENRIBERESTER (3,974)
Due to a shareholder JE — IR R FKIA (14,335)
Short term borrowings SEEEEE N (1,455)
Current portion of obligations Bl & M A A
under finance leases 7 BN B &6 5 (110)
Bank overdrafts RITEX (711)
2,912
Satisfied by: AR
Share of net assets in LA Ai HA ] e 1 Bt
previous period NAIEEFE (1,115)
Cash He 1,797
Net cash outflow arising on acquisition: WHEFEEMR & F KL ¢
Cash consideration paid ERBESRE 1,797
Cash and cash equivalents acquired PWENRe RERREIER (246)
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BHAGZ S BHRRME
For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

15. ACQUISITION OF A SUBSIDIARY

(continued)

Wing Yu contributed approximately HK$5,980,000
to the Group's turnover and decreased the Group’s
profit before tax by approximately HK$7,116,000,
for the period between the date of acquisition and
the balance sheet date.

16. CAPITAL COMMITMENTS

Details of capital commitments in respect of
purchase and construction of property, plant and
equipment were as follows:

15.

16.

WiE—ME A E (@)

RIWE B EAEBHRE - xBEA
£ B 2 & ¥ %475,980,000% 7T MR
DAREE 2 BRI ANE 437,116,000
BT o

B AIE
EHBENEEDE  HBILRE
& RREFBOT ¢
As at As at
30 June 31 December
2008 2007

R-ZBEBENE R-_ZTTLF
~AA=+H +-ZA=+—8H

HK$'000 HK$'000

FET FET

(unaudited) (audited)

(RBEX) (BE%)

Contracted but not provided for BRAIABRERE 15,546 29,827

EhBEBREREGRAF
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BHRSG S MBI ERMEE

For the six months ended 30 June 2008
HE_ZZNFANA=+tHIEAEA

17. RELATED PARTY TRANSACTIONS 17TBEALRS
(a) The Group had the following transactions with (a) IR - *EBEEHEBEALTES
its related parties during the period: ATEERS :

For the six months
ended 30 June
BEAB=1THLREA

2008 2007
—BENE “EELHF
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)

(REER) (REER)

Purchase of machinery, machinery — [R#ZE N AIEE#S -

parts and maintenance cost from BETHHR

a related company (note (i) BB (FaE() 1,037 839
Subcontracting charges paid to [ Bt & 1 A 52 A+

an associate NEE - 10,573
Advance from a director EEREBRN - 20,640
Management fee income from AN

an associate EEER - 78
Advance to a director MEZER - 21,476
Interest income received from ElA=NGE ¢

an associate MEKA - 43
Note: et -
(i) Mr. Lee has significant influence in the related (i) ZEERBERIEREERY

company. o .
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BHRSGEMBRERMEE

For the six months ended 30 June 2008
HE_ZZNFX~NA=+tHIEAEA

17. RELATED PARTY TRANSACTIONS 17T BEALTRES (&)
(continued)
(b) Key management personnel (b) TEEBEAEME

compensation

For the six months
ended 30 June
BEAB=1THILREA

2008 2007
“EENE —ETLF
HK$'000 HK$'000
FTERT FAT
(unaudited) (unaudited)

(REER) (REER)

Salaries, allowances and EAXFE 2N
discretionary bonus miBIEa 3,642 3,734
Retirement benefits scheme RIRTEFETE
contributions e 26 24
Share-based payments AR 17 32 £ 89 518 871 134
4,539 3,892
(c) Due from/(to) related parties (c) FEUR  (FE{Y)BBE R B FE
As at As at
30 June 31 December
2008 2007
R-ZBENE RZEELHF
AAZTHE +ZA=1+-H
HK$'000 HK$'000
FET FEL
(unaudited) (audited)
(REBER) (&%)
Due to a related company (note (i) FEBAE 1 R FA (A1) - (806)
Due from an associate e UNGIE ] - 14,335
Due to an associate AR AUNGIE$E] - (4,246)
Note: et -
(i) Mr. Lee has significant influence in the related () ZEERBELAREFTEARY
company. 2,
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17. RELATED PARTY TRANSACTIONS

(continued)

(d) As at 30 June 2008, included in deposits paid

(e)

(f)

for acquisition of property, plant and equipment
and prepaid land lease payments was a deposit
of approximately HK$4,200,000 (31 December
2007: HK$6,500,000) paid to a related company
in which Mr. Lee has significant influence for
the acquisition of die casting machines.

As at 31 December 2007, included in
prepayment, deposits and other receivables was
an amount due from a jointly controlled entity

of approximately HK$ HK$120,000.

During the six months ended 30 June 2008 and
six months ended 30 June 2007, certain banking
facilities of the Group were secured by personal
guarantees provided by Mr. Lee.
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(e)

(f)
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Management Discussion and Analysis
EEE RS

(A) FINANCIAL REVIEW (A) B %5 @ &

During the past half year, due to a number of
adverse factors affecting the manufacturing
industries, which include continuing appreciation of
Renminbi against the U.S. dollars, surge in the costs
of raw materials and energy, rise in labour costs
caused by the newly implemented Labour Contract
Law in the PRC, reduction of export tax rebates and
the sub-prime mortgage crisis in the United States
leading to a slowdown in the global economy, the
Group's turnover for the six months ended 30 June
2008 amounted to approximately HK$342,742,000,
which was 2.8% lower than that for the
corresponding period last year. When compared with
the same period last year, gross profit recorded a
48.4% decrease to approximately HK$43,197,000
and the gross profit margin was approximately
12.6%.

In addition, resulting from the Group’s acquisition
of 60% equity interest in Wing Yu (Far East)
Industries Company Limited (“Wing Yu”) at the
beginning of this year, which led to Wing Yu
becoming a wholly-owned subsidiary of the Group
together with an upward adjustment in salary to
cope with the sharp rise in inflation, the Group’s
general and administrative expenses increased by
approximately 5.4% over the corresponding period
last year.

Due to a decrease in gross profit together with an
increase in general and administrative expenses, the
profit attributable to equity holders of the Company
for the period dropped by 83.5% to approximately
HK$7,121,000 when compared with the same period
last year while the net profit margin was 2.1%.

EinBEBRERERLD A
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Management Discussion and Analysis

(B) BUSINESS REVIEW

Zinc alloy die casting business

For the first half of 2008, zinc alloy die casting
operation accounted for 58.5% of the Group’s
representing a decrease of 26.5% as
compared with the same period last year. This was
mainly due to the persistent high price of zinc alloys
in the past two years while the Group has, by
leveraging on its strength of producing the three
major non-ferrous die casting components (zing,
magnesium and aluminium alloys), actively proposed
to its customers on using magnesium alloys or
aluminium alloys as a substitution for zinc alloys to
produce parts in order to lower the purchasing cost
for its customers. During the period under review,
some die casting products which were used to be
made from zinc alloys had been replaced by
aluminium alloys with an aim to reduce the over-
reliance on zinc alloy die casting business.

turnover,

Magnesium alloy die casting business

Benefiting from the rapid development of 3C
(communication, and
electronics) products industry, the turnover of
magnesium alloy die casting components during the
period under review increased by approximately
11.0% as compared with the corresponding period
last year. The proportion of which as represented in
the Group’s turnover also increased from
approximately 14.4% in last year to 16.5%. During
the period, the turnover derived from magnesium
alloy notebook computer components recorded a
robust growth. Seizing the growing demand for
magnesium alloy die casting components in the
market, the Group had actively expanded its
customer base and production capability so as to
cater for the development of magnesium alloy die
casting business.

computer consumer
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Aluminium alloy die casting business

Following a shift from using zinc alloys to aluminium
alloys in the production of components for
customers, aluminium alloy die casting business grew
substantially by 194.4% as compared with the same
period last year. The proportion of which as

BEEERBREBXER

MR EFEARASKBMNKESS
WMEt - RASBRBEBIEXR
M EFRIEBRA194.4% - EFTh
AREBEETE LA TAEFN
83%MBEEIME25.0% - AEE

represented in the Group’s turnover also increased BENBAABEHEHE BHkizaed
from approximately 8.3% in last year to 25.0%. By BEZTHGZES - ATABEEME

leveraging on its strength of producing zinc,
magnesium and aluminium die casting components,
the Group can have more flexibility to cope with
the price fluctuation of metal alloys, thus helping
customers to save its purchasing costs.

Acquisition of Wing Yu

In order to strengthen its capability in surface
finishing treatment, the Group had acquired 60%
equity interest in Wing Yu, which is engaged in
surface finishing treatment, in January 2008. Upon
completion of the acquisition, Wing Yu had become
a wholly-owned subsidiary of the Group. Surface
finishing treatment is an important production
process in the manufacture of die casting products.
It applies as a treatment on the surface of the die
casting components in order to enhance its outlook
texture, hardness and corrosion protection. Through
the acquisition, the Group can further enhance the
vertical integration of its production processes and
hence increase its competitiveness. Given that Wing
Yu had been fully owned and controlled by the
Group upon completion of the acquisition, the
production capacity of Wing Yu and the Group's
capability in surface finishing treatment will be
expanded to fit in with the business strategies of
the Group.

EinBEBRERERLD A
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Honour attained

In January 2008, the Group was selected by Forbes
China, an influential business magazine, as one of
the “China Best Small & Medium-Sized Enterprises
2008". This honour fully recognises the Group's
unique position in the market and its potential of
sustainable growth.

(C)PROSPECTS

This year will be a challenging year for the Group.
The slowdown of the global economy due to sub-
prime mortgage crisis in the United States, as well
as persistent appreciation of Renminbi, high energy
costs and inflation rate, increase in labour and
production costs will exert pressure on the turnover
and gross profit of the Group. The Group will
implement various measures to maintain its
competitiveness including increasing the price of
products, strengthening cost control, enhancing
production capacity, improving operational efficiency
and reducing the wastage rate of raw materials etc.

To cope with the above situation, the Group will
continuously focus on research and development of
new products and production technologies so as to
open up new markets and lower its manufacturing
cost. Production of the Group’s first ODM product,
Luminous Electric Kettle, embarked in the first half
of 2008 and the product has now been launched in
the market. The initial response from customers is
tremendous and it is expected that volume
production can be commenced in the second half
of this year. In addition, our self-developed
magnesium alloy recycling technology was
completed during the period under review. This
technology follows the Group’s aim as to focusing
on environmental friendly manufacturing and it is
expected that significant savings in production costs
can be attained. The Group will also carry out
research and development on the application of new
metal alloys, metal forming and surface treatment
technologies as well as production automation in
order to enhance its competitive advantages.
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Furthermore, the Group will continue to identify
new business partners, either through acquisition
or formation of joint ventures with up or down
stream enterprises, to enhance its competitive
strengths. The Group has recently signed a letter of
intent with a research institute in the PRC for the
establishment of a joint venture company, in which
the Group has a controlling interest, to develop rare
earth magnesium alloys. Rare earth magnesium
alloys are formed by adding rare earth elements
into the magnesium alloys to strengthen the original
physical properties of the magnesium alloys.
Addition of appropriate rare earth elements can
enhance the strength, plasticity, toughness, casting
mobility, corrosion protection and high temperature
creep resistance of the magnesium alloys, thus
enhancing the development of new product market
and reducing products’ scrap rates. As a result, it is
expected that the sales turnover of the Group in
the coming future can be increased, while
production efficiency can also be improved leading
to savings in production costs. Due to the above
properties, the use of rare earth magnesium alloys
is more comprehensive than the existing magnesium
alloys such as applications on automotive
components which require high temperature creep
resistance and high strengths. The short term aim
of this joint venture company is the sale of rare
earth magnesium master alloy ingots, while for the
medium term, the business of this joint venture
company is expected to expand into rare earth
magnesium alloy extrusions, with an aim to take up
a proportion of the market share currently occupied
by the aluminium sections, especially on applications
for the rail transport vehicles. Management believes
that this rare earth magnesium alloy project will
bring a new business line to the Group.

EinBEBRERERLD A
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Despite a slowdown in the global economy, the
worldwide shipments for personal computers (“PC")
still rose in the first half of 2008 as the customers
were replacing desktop computers by notebook
computers at a much faster pace. Moreover, the
increasing demand for consumer PCs than the
corporate PCs leads to a strong market demand for
notebook computers. Benefiting from the
development of this new market trend, the Group
continue to undertake research and
development on the application of magnesium alloys
for notebook computers, devote more resources to
improve material application and provide various
surface finishing solutions. The Group will also
actively search for new customers in order to further
enhance its turnover and profitability.

will

In order to provide a more comprehensive one-stop
service to customers, the Group has decided to
expand into the plastics injection moulding business
because some of its finished products are not only
made of metal parts but also with some plastics
contents. As a result, the Group believes that the
expansion into plastics business will not only provide
the momentum for the Group’s future growth, its
customers can also reduce costs in logistics and
quality control arising from their current practice of
outsourcing the production of metal or plastics
components to different suppliers. During the
period, the Group had produced plastic and metal
components as well as the provision of assembly
service for customers. This will further strengthen
the Group’s market position to become a one-stop
service provider for metal and plastics components.
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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

RTE-TRAERNENERS
Ko AEER T RNFRWEM

P AR B N KSR B M e 3 - DA R
BREEMEZM - REASEILEHE

construction of new production facilities. At present, BRERITEERE - WEAABAR
the Group is actively preparing for the construction MRERAZD  ERETEBENAE
of the first phase of this industrial complex. The FARZTIM  3CEM - BEEAEM

new facilities will focus on the application of new

BABRENSE - BB REEB R

alloys, the production of automotive components, BHNEXSEHOER  BTEAH
3C products and precision moulds. The design of EENZEHES  TEE4X85EY
the industrial complex is in such a way to consolidate ZIEEN  ETBREREE - BH

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
approximately 43,000 sg.m. was commenced in April
2007. However, the progress of construction was
delayed due to the poor weather condition and it is
expected that the operation of the new production
facilities can be gradually commenced in the fourth
quarter of this year.

floor area of

Despite the uncertain economic situation,
management is optimistic about the Group’'s
business outlook. The Group will continue to utilize
its solid customer base and unique market position
of focusing on value-added products and services
to expand its business, develop new product market
and grasp the business opportunities of persistent
growing market demand for 3C products. Through
overall prudent and aggressive strategies, the Group
is confident to achieve long term business growth

and bring fruitful returns to its shareholders.
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(D) LIQUIDITY AND FINANCIAL

(E)

RESOURCES

As at 30 June 2008, the Group had bank and cash
balances of approximately HK$121,133,000 (31
December 2007: HK$166,039,000), most of which
were either denominated in US dollars or Hong Kong
dollars.

Total interest-bearing borrowings of the Group as
at 30 June 2008 were approximately HK$94,325,000
(31 December 2007: HK$94,207,000), comprising
bank loans and overdrafts of approximately
HK$57,460,000 (31 December 2007:
HK$68,555,000) repayable within one year or on
demand, term loans of HK$11,772,000 (31
December 2007: HK$14,526,000) with maturity of
not more than four years and obligations under
finance leases of approximately HK$25,093,000 (31
December 2007: HK$11,126,000). 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 2008 was
17.5% (31 December 2007: 18.1%), which is
calculated by dividing total interest-bearing
borrowings over total equity.

As at 30 June 2008, the net current assets of the
Group were approximately HK$219,915,000 (31
December 2007: HK$251,227,000), which consisted
of current assets of approximately HK$384,400,000
(31 December 2007: HK$435,432,000) and current
liabilities of HK$164,485,000 (31 December 2007:
HK$184,205,000), representing a current ratio of
approximately 2.3 (31 December 2007: 2.4).

EXPOSURE TO FOREIGN EXCHANGE
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.
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(F) CONTINGENT LIABILITIES

As at 30 June 2008, the Group had no material
contingent liabilities.

(G) CHARGE ON ASSETS

As at 30 June 2008, 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; and
(c) a property situated in Hong Kong owned by the
Group.

(H) HUMAN RESOURCES

As at 30 June 2008, the Group had approximately
2,900 full-time employees (31 December 2007:
2,300). 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.

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.

EinBEBRERERLD A
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 30 June 2008, the interests and short positions of
the directors and chief executives of the Company in
the shares, underlying shares and debentures of the
Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance (“SFO")) which were required to be notified
to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to Divisions 7
and 8 of Part XV of SFO (including interests and short
positions in which they are 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 to be
notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”) in
the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) were as follows:
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Long Positions in the Shares RHzZRRE
Approximate
percentage of
Number of interest in
Name of Director Capacity Shares the Company
EARARERE
E=nS g7} igvig = MOBDE
Mr. Lee Yuen Fat Interest in controlled 607,200,000 69%
("Mr. Lee") company®
FRERE REH A E RO
([FRE]D) Beneficial owner 2,100,000? 0.24%
BEmEA A
Dr. Keung Wing Ching Beneficial owner 20,262,000 2.30%
ZXKIEHL ERERBA 1,460,000? 0.17%
Mr. Wong Wing Chuen Beneficial owner 18,480,000 2.10%
EKBEE EREAA 1,450,000? 0.16%
Mr. Chan Tat Cheong, Alan Beneficial owner 7,029,000 0.80%
RiZEEEE ERERA 1,270,000? 0.14%
Mr. Zhao Jian Beneficial owner 7,029,000 0.80%
ikt EREAA 1,390,000? 0.16%
Notes: Bt
1. Mr. Lee holds the entire issued share capital of Precisefull 1. 2= % 4 # & Precisefull Limited

([Precisefull]) 2B BEITRRA o H L,
7 4 A 48 5 78 Preciseful | B9 12 1) 14
= 0 WA LR A BB Preciseful T B 1)
NN E R ©

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.

ZERMDERIREAERXARZEENE
PrrE Rt 8 & BB AR ot 81 P IR th BB AR R 4
B BRFRHENAREFI3EFI5H
Z Bt E] —66 -

2. Such interest in shares was held pursuant to options 2.
granted under the pre-IPO share option scheme and share
option scheme, details of which are described in the
section headed “Share Option Scheme” in this report set
out on pages 43 to 45.
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Save as disclosed above, as at 30 June 2008, none of
the directors and chief executives of the Company had
any interests or short positions in shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions
in which they are 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 to be notified to
the Company and the Stock Exchange, pursuant to the
Model Code in the Listing Rules.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS |IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 30 June 2008, the following persons, other than
the directors or chief executives of the Company, who
had interests or short positions in the shares or
underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or, who were,
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:
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Long Positions in the Shares

BRrzRE

Approximate
percentage of

interest in
Name Capacity Number of Shares the Company
NN R £
28 g% BR&oBEE BAB DL
Precisefull Beneficial owner 607,200,000™ 69%
EnEAA
Note: et

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.

Save as disclosed above, at no time during the period,
the directors and the chief executives of the Company
were aware of any other persons (other than the
directors or chief executives of the Company) who had
interests or short positions in the shares and underlying
shares of the Company which would fall to be disclosed
to the Company under provisions of Divisions 2 and 3
of Part XV of the SFO, or, who were, 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
were required, pursuant to Section 336 of the SFO, to
be entered in the register referred to therein.
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SHARE OPTION SCHEME BRES
1. Pre-IPO Share Option Scheme 1. BRAHRERBRESTE
On 1 June 2007, an aggregate of 59 pre-IPO share RZEZTLFRA—H - #5917
options of 22,000,000 shares were granted to £ #22,000,0000% &0 2 & X A F
selected persons as incentives or rewards for their BEABREERTEEAL F
contribution to the Group. Movements of the RESHASEFEL TR 2 2E
options granted under the pre-IPO share option HEE - BN BEEAARESE
scheme during the period were as follows: AIERETEIR L CEBREZEE
m
Number of shares options
BREHE
Lapsed/
Category of Exercise Exercised Cancelled Outstanding
Grantee/ Price As at during the during the as at
Name Date of grant (HKS) Exercise Period 01/01/08 period period 30/06/08
R-BBNE
RRAEN/ R R=BENE RE R ~AA=TH
2 RHAH (#7) kid -A-B  RERAE AN/ B R AT
Executive Directors
BES
Mr. Lee 01/06/2007 0.81 27/06/2008 - 26/06/2011 1,320,000 - - 1,320,000
£yt
Dr. Keung 01/06/2007 0.81 27/06/2008 - 26/06/2011 880,000 - - 880,000
Wing Ching
FKIEBT
Mr. Wong 01/06/2007 0.81 27/06/2008 - 26/06/2011 880,000 - - 880,000
Wing Chuen
BAREE
Mr. Chan 01/06/2007 0.81 27/06/2008 - 26/06/2011 880,000 - - 880,000
Tat Cheong, Alan
RESLH
Mr. Zhao Jian 01/06/2007 0.81 27/06/2008 - 26/06/2011 880,000 - - 880,000
BRELE
Others
Hitr
Employees 01/06/2007 0.81 27/06/2008 - 26/06/2011 16,280,000 - 220,000 16,060,000
g8
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All grantees of the pre-IPO share options may only
exercise the pre-IPO share options granted to them

PP B B R 5 3 & Al IE I 2 IR
AEAIRA T ARITHREE R

as follows: SRR
Maximum aggregate percentage
of shares that are issuable upon
exercise of the pre-IPO share
Period option granted to each grantee
BEBATEERZERLR
BRENBREMT FRITHN
B BROET DL ER
From the listing date to the date immediately 0%
before the first anniversary
(the "First Anniversary”) of the listing date
FHEBE TR R - AFER
(I—EAFE8]) 8 —H
From the First Anniversary to the date immediately 30%
before the second anniversary (the “Second
Anniversary”) of the listing date
—EAFERZE LM HBET RMEAFE R
(IMEAFER]) ®AT—H
From the Second Anniversary to the date immediately 60%
before the third anniversary (the “Third Anniversary”)
of the listing date
MEFEHRZE EMABRAETm=AFEH
(I=Z=AF&81) ®MA—A
From the Third Anniversary to the date immediately 100%

before the fourth anniversary of the listing date
—EAFERE LM HABESWEEAFE BN —H

Save as disclosed above, no further options were
granted under the pre-IPO share option scheme.

2. Share Option Scheme 2.

A share option scheme (the “Share Option Scheme”)
was adopted pursuant to the written resolutions
passed by the shareholders of the Company on 2
June 2007. The purpose of the Share Option Scheme
is to provide incentives and rewards to selected
eligible persons for their contributions to the Group.
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On 13 March 2008, the Company granted RZZEZNF=ZA+=H " KRQF
20,102,000 share options to the Group’s employees BEEREFERNAEERERERD
under the Share Option Scheme at an exercise price 20,102,000 fEfx 4 - 1T B AT
of HK$0.415 per share. A summary of movements f&0.4158 T - BHE_ZEZENF A
of share options of the Company during the six =THIERER  RNAREKREZ
months ended 30 June 2008 is set out below: BEEMNT
Number of shares options
BREHR
Lapsed/
Category of Exercise Granted Exercised Cancelled Outstanding
Grantee/ Price As at during  during the during the as at
Name Date of grant ~ (HKS)  Exercise Period 01/01/08  the period period period 30/06/08
RZZENF
REAER/ ke RZBENF RER AE R RER RAZTH
i BEAH (Bn) fIEH -A-8H i T8 &M/EH ESHK:d
Executive Directors
HTES
Mr. Lee 13/03/2008 0415 13/03/2009 - - 780,000 - - 780,000
TR 12/03/2018
Dr. Keung 13/03/2008 0415 13/03/2009 - - 580,000 - - 580,000
Wing Ching 12/03/2018
ZREBT
Mr. Wong 13/03/2008 0415 13/03/2009 - - 570,000 - - 570,000
Wing Chuen 12/03/2018
RSk
Mr. Chan 13/03/2008 0415 13/03/2009 - - 390,000 - - 390,000
Tat Cheong, Alan 12/03/2018
REELE
Mr. Zhao Jian 13/03/2008 0415 13/03/2009 - - 510,000 - - 510,000
ki 12/03/2018
Others
Efh
Employees 13/03/2008 0415 13/03/2009 - - 17,272,000 - 1,248,000 16,024,000
E& 12/03/2018
Notes: Mt &t
1. The vesting period of the share options is from the 1. BREREHEAERLAHER
date of grant until the commencement of the FTIE BRI 4R B EALE
exercise period.
2. The closing price of the share immediately before 2. EEREERERLEBEHCAIHNT
the date of grant was HK$0.415. BA0.415% T °
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INTERIM DIVIDEND

The Board does not recommend the payment of an
interim dividend for the six months ended 30 June 2008
(for the six months ended 30 June 2007: HK1.2 cents
per share).

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

For the six months ended 30 June 2008, 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 under review.

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.
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NOMINATION COMMITTEE REZEE

The Nomination Committee was set up in June 2007 for RHZEER _TTLFNAKY  H
the purpose of making recommendations to the Board EMAMZAEZEENEEETES Z# (T
on the appointment of directors and the management FEHEMZZCRHER - REZE8E
of the Board succession. The members of the Nomination A 8 B 3E R ZI Jc4Bes © AFw+ ~ EFE
Committee are Mr. Sun Kai Lit, Cliff B8S, Jp, Ir Dr. Lo Wai ~ BIfEd-mH » A Fa+ ~ ShFI& & REK
Kwok MH, Jp,, Mr. Yeow Hoe Ann, John and Dr. Keung IEf& =+ - M&ARZI ABEs © AFa+ AR
Wing Ching. Mr. Sun Kai Lit, Cliff BBs, JP is the Chairman ZZE& 2 £JF

of the Nomination Committee.

REMUNERATION COMMITTEE YMEES

The Company established the Remuneration Committee ARARR-_ZTZTLFNAKRIFMWEE
in June 2007. The major duties of the Remuneration € - HiMEZE e T EHEBEEN L
Committee include reviewing and determining the terms EFEZENMSRERAB ZHMNFE
of remuneration packages, the award of bonuses and fEATHEE R HE M RE - HFMEZE @ H =
other compensation payable to directors and senior (I 3F#HT1TE BERMEIL £ © AF
management. The Remuneration Committee comprises #+ * EEBRIETMH » ATF@+ ~ ML
three independent non-executive directors, namely Mr. 4 MR QA&+ FEKEE 4K -
Sun Kai Lit, Cliff 8Bs, Jp, Ir Dr. Lo Wai Kwok MH, Jp, Mr. ¥ MZES@ 2 XEABIYIIERITESH
Yeow Hoe Ann, John and Vice Chairman of the &XZI% ABBS ATt o

Company, Dr. Keung Wing Ching. The Chairman of

Remuneration Committee is Mr. Sun Kai Lit, Cliff BBS, Jp,

an independent non-executive director.

MODEL CODE FOR SECURITIES BEEETRERINEESTE
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out /N

in Appendix 10 of the Listing Rules. Having made specific TRl KRR BESELARERR
enquiry of all directors, all directors have confirmed that RFEERDBERA—EE2EETE
they have fully complied with the required standard set (=57 BIfr & 2 R F 28] »

out in the Model Code during the period under review.

W

REVIEW OF FINANCIAL INFORMATION EZHKEER
The Audit Committee has reviewed the unaudited BEXZEeCEBRHAEEHEZE_ZTZN

condensed consolidated financial statements of the F/XA=1+HIFNEAZRKKEEXEHA
Group for the six months ended 30 June 2008. mEMBHE -
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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 2008
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