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Chairman’s
Statement

Lee Yuen Fat =358
Chairman F/&

Dear Shareholders,

On behalf of the Board of Directors of Ka Shui International Holdings
Limited (the “Company”), | am pleased to present you the audited
annual results of the Company and its subsidiaries (collectively “the
Group”) for the year ended 31 December 2009.

The impact of the financial crisis, which began in 2008, continued into
2009 and prompted the global economy, including the PRC, to adjust
amid the financial turmoil, leading to a 15.9% decrease in the total
export of the PRC when compared with that of 2008. Under such
tough business environment, the turnover of the Group was
unavoidably affected and recorded a 7.5% decrease to
HK$633,832,000 (2008: HK$685,134,000). However, the Group’s
gross profit managed to achieve a satisfactory growth of 35.9% to
HK$142,254,000 (2008: HK$104,680,000) during the year under
review. Profit attributable to owners of the Company also recorded a
remarkable increase by 337.8% to HK$37,800,000 (2008:
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HK$8,635,000) as compared with that of last year. These growths,
despite the weak economic environment, demonstrated the Group’s
resilience in the adverse operating environment as well as the
effectiveness of its efforts in stringent cost controls and enhancing
operational efficiencies.

The first phase of the industrial complex in Daya Bay, Huizhou,
Guangdong Province, the PRC comprising gross floor area of 43,000
sg.m. was completed in April 2009 and operation had been officially
commenced in June 2009. This new production facility manufactures
zinc and aluminium alloy die casting components as well as plastic
parts to cater for the business needs of our major customers. The
Management believes that the expanded production capabilities
following the operation of Daya Bay manufacturing plant will finally
translate into a higher market share and larger business volume for
the Group.

In view of the Company’s continuing strong liquidity and equity base
and also after due consideration of its future capital expenditure
needs as well as an appropriate reserve for possible merge and
acquisition opportunities arising after the financial tsunami, the Board
of Directors therefore recommended the payment of a final dividend
of HK1.1cents (2008: HKO0.6 cents) per share for the year ended 31
December 2009. Together with the interim dividend of HK2.1 cents
(2008: nil) per share paid in October 2009, the total dividends for the
year will be HK3.2 cents (2008: HKO.6 cents) per share, which
represent a total dividend payout ratio of 74.5%. This reflects the
Group’s long-term confidence in its future business prospects. Under
prudent financial management principle, the Group will pursue a high
dividend payout policy in the coming future in order to share the
fruitful results of the Group with its shareholders.

It is expected that the market trend of the notebook computers to
substitute the desktop computers will continue in the coming future.
In view of this, the Group will devote more resources in the research
and development on the application of new magnesium alloys for
notebook computers as well as surface finishing technologies with an
aim to increase its customer base and market share.

During the year under review, the research and development on the
horizontal dual controlled die casting machine, which is one of the
sponsored projects under the “Eleventh Five-Year Plan” of the PRC,
was completed and is expected to become operational in year 2010.
This machine has a unique feature of reducing or even eliminating the
porosities in die casting components, especially parts with thick
sections, thus leading to a higher yield rate and reduction of
production costs. The Group intends to extend the use of this
machine for the production of automobile parts with greater density in
order to open up new revenue streams.
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Looking ahead, it is expected that the business environment will
improve gradually as macro-economic data indicates signs of revival
in the global economy. With its extensive sales network, solid
research and development foundation as well as advanced
manufacturing facilities, the Group is fully equipped to meet the
challenges ahead and capture new business opportunities.
Furthermore, the Management will continue to explore suitable
merger and acquisition opportunities with a prudent approach in
order to ensure the Group can have a sustainable growth in its
business. In conclusion, the Management is optimistic about the
Group’s prospect in the foreseeable future.

Finally, | would like to express my sincere gratitude to our
shareholders, customers, financial institutions and suppliers for their
continuing support; our fellow board members for their sense of
direction; and our management and employees for their dedicated
contribution towards the continual progress of the Group.

Lee Yuen Fat
Chairman

Hong Kong, 16 April 2010
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The global financial crisis that broke out since September 2008
has affected the global economies. Governments around the
world have swiftly responded with a series of economic
stimulation policies to boost market demand and consumer
confidence. However, as consumer sentiment was slow to
recover and consequently imposed a negative impact on the
overall sales of the Group. Nevertheless, the Group’s turnover
for the year 2009 only recorded a slight decrease of 7.5% to
approximately HK$633,832,000 (2008: HK$685,134,000). In
order to better deploy its resources, the Group also terminated
the production of items with low profit margins which also led to
a decline in its turnover. In account of concerted efforts,
business started to gradually improve in the second half of the
year and the Group’s turnover rebounded with a strong
momentum towards the end of 2009.

Despite a decrease in its turnover, the Group managed to
achieve a substantial growth in its gross profit with an increase
of 35.9% to HK$142,254,000 (2008: HK$104,680,000)
together with a significant improvement in gross profit margin
from 15.3% in the previous year to this year’'s 22.4%. This
remarkable achievement was mainly attributable to exercising
stringent cost control measures, terminating the production of
items with low profit margins and enhancing manufacturing
efficiency by the Group coupled with the turning around of the
operating results of Wing Yu (Far East) Industries Company
Limited (“Wing Yu”) (a wholly-owned subsidiary engaged in
surface finishing treatment). Wing Yu was loss making before
wholly-owned by the Group in the beginning of 2008 and after
the Group’s effort in the restructuring of Wing Yu, its operating
results began to break-even in the second half of year 2008 and
then started to turn around successfully in the year under
review. The Management is pleased with the results of Wing Yu
and its substantially improved financial performance
demonstrates the Group’s expertise in management within the
manufacturing environment with the ability to turn-around a
loss-making company into a profit contributor. Given its proven
management expertise and strong financial position, the Group
will continue to seek similar opportunities in today’s difficult
operating environment which put tremendous pressure on the
profit margins of small to medium sized manufacturers.
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General and administrative expenses had increased by
approximately HK$11,307,000 or 15.0% as compared with that
of last year. The increase was mainly caused by: (i) payment of
land use tax amounting to approximately HK$3,533,000 for the
new plant at Daya Bay, Huizhou, the PRGC; (i) an exchange loss
of HK$550,000 was recorded in the year whereas an exchange
gain of HK$2,794,000 arose in the previous year mainly resulted
from the appreciation of Renminbi against Hong Kong dollars/
US dollars in 2008. In 2009, Renminbi against Hong Kong
dollars/US dollars was relatively stable and therefore no such
exchange gain arose; and (i) a provision of discretionary bonus
in the sum of HK$3,000,000 (no such provision in 2008 as a
result of unsatisfactory profit gained by the Group) was made to
reward our staff for their positive contributions made to the
Group during the year under review.

In addition, the Group disposed its office premises located in
Tsuen Wan in April 2009 recording a net gain of approximately
HK$1,715,000. Meanwhile, the Group rented an office premises
in Kowloon Bay as its head office in Hong Kong. In June 2009,
the Group acquired an office premises in Kowloon Bay at a
consideration of HK$18,998,000. The construction of the newly
acquired property was completed in the fourth quarter of 2009.
The Group intends to use this newly acquired property as the
Group’s head office.

Resulting from a substantial increase in gross profit, the profit
attributable to owners of the Company for the year recorded a
337.8% increase to approximately HK$37,800,000 as
compared with that of last year (2008: HK$8,635,000). Net
profit margin for the year also rebounded from 1.3% in 2008 to
6.0% in 2009.
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Affected by the impact of financial tsunami on the worldwide
economy, customers were conscious to minimize their inventory
level and became prudent in placing orders for products. As
such, sales of zinc alloy die casting products in the year 2009
recorded a 14.1% decrease to HK$328,989,000 (2008:
HK$382,797,000), representing 51.9% (2008: 55.9%) of the
Group’s turnover. The Group anticipates that the market
demand for zinc alloy die casting products will be revitalized
following the gradual recovery of the global economy. In
addition, during the year under review, the Group had
developed a thin wall zinc alloy die casting technology with an
overseas alloy smelter. This new technology can manufacture
ultra thin (0.35 micron) zinc alloy die casting components. The
Group expects that this new technology can expand its
business for 3C (communication, computer and consumer
electronics) products. Thin wall zinc alloy die casting is more
environmental friendly and fits in with the energy saving policy of
the PRC as less raw materials are required during the
production process.

Benefiting from the rising trend of using notebook computers by
consumers, the turnover of magnesium alloy die casting
business achieved a growth of 9.0% to HK$139,997,000 (2008:
HK$128,489,000) during the year under review. The proportion
of which as represented in the Group’s turnover also increased
from approximately 18.8% in 2008 to 22.1% in 2009. Seizing
the growing demand for magnesium alloy die casting
components in the notebook computer market, the Group will
actively continue its research and development on the
application of new magnesium alloys with an aim to expand its
customer base.
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Management Discussion and Analysis (Continued)
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Aluminium alloy die casting business

The turnover of aluminium alloy die casting business was
HK$164,846,000 (2008: HK$173,848,000), representing a 5.2%
decrease as compared with the year of 2008. However, its
contribution to the Group’s turnover increased from
approximately 25.3% in last year to 26.0%. Looking ahead, with
the use of its newly developed horizontal dual controlled die
casting machine, the Group can open up the market for
aluminium alloy die casting products with larger size and greater
density. Since the dual controlled die casting machine can
manufacture larger die casting products with less tonnage than
the conventional die casting machine, it can enhance energy
saving in the production process. Aluminium alloy die casting
products, in terms of global production tonnage, accounted for
a substantial proportion of the total die casting output. Since
our market share is relatively small at present, the Group
anticipates that there will be ample room for further growth in
this business segment.
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In order to open up the magnesium alloy die casting market in
the central and western region in the PRC and facilitate the
research and development of new magnesium alloys, the Group
and Shanxi Wenxi Yinguang Meiye Group Limited Company
(“Shanxi Yinguang”), a smelter for magnesium and magnesium
alloys in the PRC, established Ka Shui Yinguang Technology
(Wenxi) Limited, a sino-foreign equity joint venture enterprise in
Shanxi, the PRC, for the production of magnesium alloy die
castings and related products in February 2007. The Group
owned 40% equity interest in this joint venture. However, the
operation and business strategy of this joint venture had been
changed and deviated from the initial plan and hence, the
Group had finally decided to dispose its 40% equity interest
back to Shanxi Yinguang at a consideration of RMB5,500,000
in May 2009. This disposal incurred a loss of approximately
HK$298,000 for the Group.

While recovery of the global economy and improvements in
operating environment are expected to continue in 2010, there
are still many uncertainties in the macro-economic environment.
Nevertheless, in view of the strong and long-term relationships
established with customers as well as its well diversified
business, the Group is set to capture the opportunities arising
in the recovering market.

The Group will continue to improve its operational efficiency
through technological reform and constant upgrades of
equipment. The Group will also exercise stringent cost control
measures in order to lower its overall operating costs. In view of
the increasing staff cost caused by shortage of labour, the
Group will put every effort on production automation as a long-
term strategy with an aim to reduce labour costs. During the
year under review, certain automatic polishing machines had
already been put into use so as to reduce the number of
frontline workers, leading to a reduction in labour cost and
enhancement of efficiency.
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Management Discussion and Analysis (Continued)
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The construction of the first phase of the industrial complex in
Daya Bay, Huizhou, the PRC comprising gross floor area of
approximately 43,000 sgq.m. was completed in April 2009 and
the operation of this new production facility had officially
commenced in June 2009 to manufacture mainly zinc alloy and
aluminum alloy die casting components as well as parts with
plastic contents. In this regard, the production capabilities of the
Group can be therefore expanded in order to cater for the
needs of our major customers and support the long-term
business strategies of the Group.

Riding on the growth momentum of notebook computers, the
Group is poised for further expansion in this aspect in the
forthcoming future. In fact, the growing popularity of notebook
computers seems to ensure its replacement of desktop
computers in the long run. Given the low penetration rate of
notebook computers in global markets, especially the Asia
Pacific region, notebook computers have immense growth
potential. In addition, the introduction of new computer
operating systems will also prompt a drive for the replacement
of traditional desktop computers. This trend is highly positive for
our future business growth. In this regard, the Group will
continue to put more emphasis on the research and
development on the application of new magnesium alloys for
notebook computers together with various surface finishing
technologies with an aim to increase its market share.

To strengthen its market competitive edge and leading position,
the Group expanded into plastics injection moulding business in
late 2008, with an aim to become a vertically integrated one-
stop service provider. Since some of our finished products are
composed of metal alloy and plastic components, customers
can reduce their costs in logistics and quality control as they do
not need to outsource the production of metal alloy and plastic
components to various suppliers. This one-stop service model
had been fully supported by our customers in return for more
orders being placed to us for the manufacture of metal alloy
and plastic components simultaneously during the year under
review. In view of this, the Group will further promote its
competitive advantages in this aspect and capture more
business opportunities.
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During the year, the Group’s previous plan to establish a joint
venture with a PRC entity to develop rare earth magnesium
alloys had been temporarily put on hold as it is expected that
the demand for raw materials would decrease drastically
following the outbreak of the financial tsunami. However, the
Group has not discontinued the research and development on
rare earth magnesium alloys. Preliminary results have showed
that various rare earth magnesium alloys have distinct positive
impacts on metal flow and mechanical properties and the salt
spray test has also proved that the corrosion resistance of these
magnesium alloys can be remarkably improved. The rare earth
magnesium alloys can be well applied on the manufacture of
notebook computer casings as they can enhance yield rate and
in turn lower the production costs.

In 2009, the research and development on the horizontal dual
controlled die casting machine, which is one of the sponsored
projects under the “Eleventh Five-Year Plan” of the PRC, was
completed and is expected to become operational in year
2010. This machine has a unique feature for reducing or even
eliminating the porosities in die casting components, especially
in the thick sections, thus leading to a higher yield rate and
reduction of production costs. The Group intends to extend the
use of this machine for the production of automobile parts with
greater density in order to open up new revenue streams.

The impact of the financial tsunami had forced a large number
of less competitive manufacturing corporations went out of
business in 2009. In this regard, a massive consolidation has
been undergoing for all the manufacturing industries in the PRC.
The Group is in the view that some of these ailing corporations
might be fundamentally sound but only be hindered by short-
term liquidity and management deficiencies. As such, the Group
will actively seek for every possible merger and acquisition
opportunity with a view to enhance its competitiveness and
sustain long-term business growth.

The Group will continue to strengthen its organization and
execution capabilities in pursuit of excellence in operational
performance so as to create better returns for its shareholders
and investors
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As at 31 December 2009, the Group had bank and cash
balances of approximately HK$78,171,000 (31 December
2008: HK$74,940,000), most of which were either denominated
in US dollars, Renminbi or Hong Kong dollars.

Total interest-bearing borrowings of the Group as at 31
December 2009 were approximately HK$99,416,000
(31 December 2008: HK$81,714,000), comprising bank
loans and overdrafts of approximately HK$40,046,000 (31
December 2008: HK$25,439,000) repayable within one year
or on demand, term loans of approximately HK$35,179,000
(31 December 2008: HK$24,346,000) with maturity of not
more than four years and obligations under finance leases
of approximately HK$24,191,000 (31 December 2008:
HK$31,929,000). All of these borrowings were denominated
in Hong Kong dollars to which the interest rates applied were
primarily subject to floating interest rate.

As at 31 December 2009, the gearing ratio (a ratio of the sum of
total interest-bearing borrowings and obligations under finance
leases divided by total equity) of the Group was approximately
17.9 % (31 December 2008: 15.1%)

As at 31 December 2009, the net current assets of the
Group were approximately HK$169,824,000 (31 December
2008: HK$177,824,000), which consisted of current assets
of approximately HK$339,951,000 (31 December 2008:
HK$313,056,000) and current liabilities of approximately
HK$170,127,000 (31 December 2008: HK$135,232,000),
representing a current ratio of approximately 2.0 (31 December
2008: 2.3).

Most of the Group’s transactions were conducted in US
dollars, Hong Kong dollars or Renminbi. As such, the Group is
aware of the potential foreign currency risk that may arise from
the fluctuation of exchange rates between US dollars, Hong
Kong dollars and Renminbi. During the year under review, the
exchange rates between US dollars, Hong Kong dollars and
Renminbi were fairly stable. The Group will closely evaluate
the Group’s foreign currency exposure on a continuing basis
and take further actions to minimize its exposure whenever
necessary.
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Management Discussion and Analysis (Continued)

CONTINGENT LIABILITIES

As at 31 December 2009, the Group had no material contingent
liabilities.

CHARGE ON ASSETS

As at 31 December 2009, 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.

HUMAN RESOURCES

As at 31 December 2009, the Group had approximately 3,400
full-time employees (31 December 2008: 2,200). 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 package, including
retirement scheme, 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.
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Mr. Lee Yuen Fat, aged 54, is the Chairman of the Board, an
Executive Director of the Company and a director of certain
subsidiaries of the Company. Mr. Lee is responsible for the formulation
of the overall business strategies of the Group. He has over 30 years
of experience in the die casting industry. Mr. Lee holds a master
degree in engineering from the Yanshan University. He was conferred
an award of Honorary Fellowship by the Professional Validation
Council of Hong Kong Industries.

Mr. Lee was one of the founding members and was the Chairman of
the Hong Kong Diecasting Association (now become the Hong Kong
Diecasting and Foundry Association (the “HKDFA”)) in 1989. He was
elected as the first Chairman of the HKDFA in 2008. Mr. Lee is also
the Honorary Chairman and Executive Vice Chairman of Federation of
Hong Kong Machinery and Metal Industries, the Deputy Director of
the Plasticity Engineering Branch of China Machinery Engineering
Association, Director of the Guangdong Foundry Industry Association,
the Vice-Director General of the Guangdong Mechanical Engineering
Association Die Casting Branch, the Vice President of the Commerce
Society of Pinghu, Shenzhen and General Chamber of Commerce of
Longgang District, Shenzhen, the PRC. Mr. Lee is currently a member
of Hunan Provincial Committee of the Chinese People’s Political
Consultative Conference, the Deputy Director of Sub-committee 4 on
Die Casting of National Technical Committee 54 on Foundry of
Standardization Administration of China, the Deputy Secretary
General and member of Sub-committee 2 on Metal Hot-forming
Branch of National Technical Committee 186 on Foundry Machinery
of Standardization Administration of China, the Deputy Director of Die
Casting Technical Committee, Foundry Institution, Chinese
Mechanical Engineering Society and a member of the Co-operative
Working Group of Magnesium in the Both Sides of Taiwan Strait and
Hong Kong.

Dr. Keung Wing Ching, aged 58, is the Vice Chairman and the Chief
Executive Officer, an Executive Director and a director of certain
subsidiaries of the Company. He is primarily responsible for the overall
management, as well as supervision of the execution of the overall
business strategies of the Group. Dr. Keung graduated from the
National Taiwan University with a bachelor degree in mechanical
engineering. He obtained his master degree and doctorate degree in
mechanical engineering from the University of Birmingham, the United
Kingdom. Dr. Keung has over 25 years of experience in the fields of
metal forming, mechanical processing and information technology. He
is a Chartered Engineer, a professional member of the Institute of
Materials, Minerals & Mining (UK) and a fellow member of the Hong
Kong Institution of Engineers.
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Prior to joining the Group in 2005, he worked with the Hong Kong
Productivity Council for more than 25 years and his last position was
the Branch Director, Information Technology and Services.

Dr. Keung is also the Permanent Honorary Chairman of the HKDFA, a
committee member of the Magnesium Alloy Development Team for
Taiwan, Mainland China and Hong Kong (which was established
jointly by China Non-ferrous Metals Industrial Association, the Hong
Kong Productivity Council and Taiwan Metal Industry Research and
Development Centre), the Chairman of the board of directors of Hong
Kong Critical Components Manufacturers Association, and a
committee member of the Hong Kong Q Mark Council. Dr. Keung is
currently an advisor of the Guangzhou Science & Technology
Association and a member of Shandong Provincial Committee of the
Chinese People’s Political Consultative Conference. Dr. Keung is also
currently an independent non-executive director of Fong’s Industries
Company Limited, a company whose shares are listed on the Hong
Kong Stock Exchange.

Mr. Wong Wing Chuen, aged 48, is an Executive Director of the
Company and a director of certain subsidiaries of the Company.
Joined the Group in 1988, Mr. Wong is now responsible for the
Group's operations, development of new products and production
technologies and manufacturing activities. Mr. Wong has over 20
years’ experience in die design and manufacturing and the die casting
industry. He is an Associate of the Professional Validation Council of
Hong Kong Industries.

Mr. Chan Tat Cheong, Alan, aged 49, is an Executive Director,
Company Secretary and Qualified Accountant of the Company. He is
primarily responsible for overseeing the Group’s accounting and
financial affairs. Prior to joining the Group in 2003, Mr. Chan held a
senior financial position with a listed company in Hong Kong for over
8 years and has over 20 years’ experience in accounting, auditing
and financial management. Mr. Chan holds a bachelor degree in
accounting and financial analysis from the University of Newcastle
Upon Tyne, the United Kingdom. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants and a member of the
American Institute of Certified Public Accountants.
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Mr. Sun Kai Lit Cliff ggs,4p, aged 56, was appointed as an
Independent Non-executive Director of the Company on 2 June
2007. He is the chairman of the remuneration committee as well as
the nomination committee of the Company. Mr. Sun is an associate of
the Institute of Industrial Engineers of Ohio and has over 30 years of
experience in the household products manufacturing industry. Mr.
Sun was appointed the Justice of the Peace in July 2003 and was
awarded the Bronze Bauhinia Star by the Hong Kong Government in
July 2006. He is a member of the 10th Zhejiang Committee of
Chinese People’s Political Consultative Conference and a member of
the Standing Committee of the 13th Ningbo Committee of Chinese
People’s Political Consultative Conference. He is currently the
Chairman of the Federation of Hong Kong Industries, Honorary
Chairman of The Hong Kong Exporters’ Association, Honorary
Chairman of the Hong Kong Q Mark Council and the President of the
Hong Kong Plastics Manufacturers Association. Mr. Sun is currently
an independent non-executive director of Ming Fai International
Holdings Limited and a non-executive director of China South City
Holdings Limited, all of which are listed on the Hong Kong Stock
Exchange.

Ir Dr. Lo Wai Kwok ggs, wn, sp, @aged 57, was appointed as an
Independent Non-executive Director of the Company on 2 June
2007. Ir Dr. Lo holds a doctorate degree in engineering, master
degrees in engineering and business administration respectively and
a bachelor degree in engineering. He is a Chartered Mechanical
Engineer and Fellow of the Hong Kong Institute of Engineers. Ir Dr. Lo
was awarded with the “Young Industrial Awards of Hong Kong” and
the “Ten Outstanding Young Persons Selection” in 1992, the “Medal
of Honour” of the Hong Kong Government in July 2001, and was
appointed “Justice of the Peace” of the Hong Kong Government in
July 2004. Ir Dr. Lo was awarded the Bronze Bauhinia Star by the
Hong Kong Government in July 2009.

Ir Dr. Lo was appointed as the managing director of Surface Mount
Technology (Holdings) Limited in December 2006, a company listed
on the Singapore Exchange Securities Trading Limited, and has over
30 years of experience in the electronic and power supply industry.
He is an Adjunct Professor of the City University of Hong Kong and a
Guest Professor of the University of Electronic Science and
Technology Zhongshan College.
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Mr. Yeow Hoe Ann John, aged 69, was appointed as an
Independent Non-executive Director of the Company on 2 June
2007. He is the chairman of the audit committee of the Company. Mr.
Yeow is a fellow member of both CPA Australia and the Hong Kong
Institute of Company Secretaries, and a member of both the Institute
of Chartered Accountants in Australia and the Hong Kong Institute of
Certified Public Accountants.

Mr. Yeow previously worked for Price Waterhouse & Co. in Australia
from 1969 to 1974 and KPMG in Hong Kong from 1974 to 1976 and
was the Chief Accountant of the Hong Kong Trade Development
Council from 1976 to 1987. In 1988, Mr. Yeow joined the Hong Kong
Productivity Council and became the general manager in finance until
his retirement in 2005.

Mr. Andrew Look, aged 45, was appointed as an Independent Non-
executive Director of the Company on 16 December 2009. Mr. Look
holds a bachelor of commerce degree from the University of Toronto
and has over 20 years’ experience in the equity investment analysis of
Hong Kong and China stock markets. From 2000 to 2008, Mr. Look
served in Union Bank of Switzerland (“UBS”) as the head of Hong
Kong research, strategy and product and he is now an external
consultant to UBS. He was rated as the best Hong Kong strategist
and best analyst by the Asiamoney magazine, a leading monthly
financial and capital markets publication for corporate and finance
readers and investors, in 2001, 2002, 2003, 2005, 2006 and 2007.
Mr. Look is currently a director of Look’s Capital Limited, a fund
management company founded by him in April 2009.

Mr. Chan Sin Wing, aged 37, joined the Group in 2004 and is the
director of sales and marketing of the Group. He is primarily
responsible for overseeing the sales and marketing activities of the
Group. Mr. Chan holds a master degree in industrial engineering and
industrial management and a bachelor degree in engineering from the
University of Hong Kong. Prior to joining the Group, he worked as a
consultant of the Hong Kong Productivity Council for over 9 years.

Mr. Yoshihisa Suzuki, aged 53, joined the Group in 2008 and is the
director of project development of the Group. He is primarily
responsible for the new product business development of the Group.
Mr. Suzuki holds a bachelor degree in mechanical engineering from
Chiba Institute of Technology, Japan. Prior to joining the Group, he
worked in the personal computer division of a reputable global
integrated information technology products and business solutions
provider for over 20 years.
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Mr. Ng Mang Nga, aged 44, joined the Group in 2003 and is the
general manager of the Group’s subsidiary, Wing Yu (Far East)
Industries Company Limited. He is responsible for the overall
supervision of the operation of the processing factory in the PRC and
has over 15 years’ experience in the field of manufacturing.

Ms. Chan So Wah, aged 51, joined the Group in 1999. She is the
general manager of the Group’s subsidiary, Ka Shui Manufactory Co.,
Limited and is responsible for its overall management. Ms. Chan has
over 18 years’ experience in sales and is the sister-in-law of Mr. Lee
Yuen Fat.

Mr. Li Yuen Wah, aged 52, joined the Group in 2004 and is the
manager in charge of information technology of the Group. Mr. Li is
responsible for the administration and operation of the management
information system of the Group. He is the younger brother of Mr. Lee
Yuen Fat.

Mr. Li Liang Jin, aged 43, joined the Group in 1992 and is the sales
engineering manager of the Group. Mr. Li holds a bachelor degree in
mechanical engineering from the Guang Xi University and has over 15
years’ experience in the field of engineering.
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The directors have pleasure in submitting their report together with
the audited consolidated financial statements of Ka Shui International
Holdings Limited (the “Company”) and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2009.

The Group is principally engaged in the manufacture of zinc,
magnesium and aluminium 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 activities of the subsidiaries are set
out in note 17 to the consolidated financial statements.

The results of the Group for the year are set out in the consolidated
income statement on page 40.

The board of directors (the “Board”) of the Company recommends
the payment of a final dividend of HK1.1 cents per share to the
shareholders whose names appear on the register of members of the
Company on 3 June 2010.

The register of members of the Company will be closed from Tuesday,
1 June 2010 to Thursday, 3 June 2010, both days inclusive, during
which no transfer of shares will be registered. In order to qualify for
the final 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 Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on Monday, 31 May 2010.

Movements in reserves during the year are set out in the consolidated
statement of changes in equity on page 45.

As at 31 December 2009, the Company’s reserve available for
distribution amounted to approximately HK$199,338,000.
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Directors’ Report (Continued)
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year are set out in note 15 to the consolidated financial
statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the percentage of the Group’s major customers and
suppliers attributable to the Group’s total sales and total purchases
were as follows:

Sales
— the largest customer 36.31%
— five largest customers combined 78.87%
Purchases
— the largest supplier 15.39%
— five largest suppliers combined 41.12%

None of the directors, their associates or any shareholders (which to
the knowledge of the directors owns more than 5% of the Company’s
share capital) had an interest in the Group’s five largest customers
and suppliers.

FINANCIAL SUMMARY

A summary of the results of the Group for the past five financial years
ended 31 December 2009 and assets and liabilities of the Group as
at 31 December 2005, 2006, 2007, 2008 and 2009 are set out on
page 120.

SHARE CAPITAL

Details of the movements in share capital of the Company during the
year are shown in note 32 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association and the Companies Law of the Cayman
Islands, which would oblige the Company to offer new shares on a
pro-rata basis to existing shareholders.
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Directors’ Report (Continued)

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed securities
of the Company.

THE BOARD

The directors of the Company during the year and up to the date of
this report were:

Executive Directors
Mr. Lee Yuen Fat (Chairman)
Dr. Keung Wing Ching
(Vice Chairman and Chief Executive Officer)
Mr. Wong Wing Chuen
Mr. Chan Tat Cheong, Alan
Mr. Zhao Jian (resigned with effect from 16 July 2009)

Independent non-executive directors
Mr. Sun Kai Lit Cliff ggs, e

Ir Dr. Lo Wai Kwok gss, v, up

Mr. Yeow Hoe Ann John
Mr. Andrew Look (appointed on 16 December 2009)

The biographical details of the directors are set out on pages 16 to 19
of this annual report.

In accordance with Article 108 and 111 of the Company’s Articles of
Association, Mr. Lee Yuen Fat, Mr. Wong Wing Chuen, Mr. Sun Kai
Lit, Cliff ggs, o and Mr. Andrew Look will retire at the forthcoming
annual general meeting and, being eligible, offer themselves for re-
election.

DIRECTORS’ SERVICE CONTRACTS

The directors being proposed for re-election at the forthcoming
annual general meeting do not have any service contract with the
Company which is not determinable by the Group within one year
without payment of compensation, other than statutory
compensation.

Annual Report 2009
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Directors’ Report (Continued)
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the section headed “Continuing Connected
Transactions” set out on page 32 and 33, there was no contract of
significance, to which the Company, its holding company, any of its
subsidiaries or fellow subsidiaries was a party and in which a director
of the Company had a material interest, whether directly or indirectly,
subsisted during or at the end of the year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.
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Directors’ Report (Continued)

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

As at 31 December 2009, 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 (the “SFQ”)) 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 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 for Securities
Transactions by Directors of Listed Companies (the “Model Code”) in
the Rules Governing the Listing on Securities on the Stock Exchange
(the “Listing Rules”) were as follows:

Long Positions in the Shares

EEgHE (E)

EERFETBRABRAQATREME
BOEE 2R - ARG RESHE
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EIRIEE S R E GRS EEEERER A
Az EFAERNER)  JRIEES KIS M)
% 352 KBRS T 2 G FTi B e M 2 R R A
PARBH R TS LR EWRA D LT
RIERETHEFR ZRRESTA([122ESFA]) B
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Executive Directors

BITES
Mr. Lee Yuen Fat (“Mr. Lee”) Interest in controlled company!” 607,200,000 69%
PR A ([ F5rE]) St VNGIL- 33l
Beneficial owner 2,100,000 0.24%
BamEBA
Dr. Keung Wing Ching Beneficial owner 20,262,000 2.30%
ZKIEEL BEmEAA 1,460,000? 0.17%
Mr. Wong Wing Chuen Beneficial owner 18,480,000 2.10%
EARBEE BaEBA 1,450,000% 0.16%
Mr. Chan Tat Cheong, Alan Beneficial owner 7,029,000 0.80%
PRES A BEanlEBA 1,270,000 0.14%
Independent Non-Executive Directors
BUkHTES
Mr. Andrew Look Beneficial owner 7,000,000 0.80%
BEsR e A BEalEBA
Annual Report 2009
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1. Mr. Lee holds the entire issued share capital of Precisefull 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.

2. Such interest in shares was held pursuant to options 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 28 to 32.

Save as disclosed above, as at 31 December 2009, 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. In addition, save as disclosed above, at no time
during the year ended 31 December 2009 was the Company or any
of its subsidiaries a party to any arrangements to enable the directors
of the Company or any of their spouses or children under the age of
18 to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate.

1. #5324 Precisefull Limited ([Precisefull])
EPHEHEITRA - Al TEEWEAES
Precisefull iEHl 4t #m WERILR BES
Precisefull FT5 8 B AN A Bl#E LS o
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Directors’ Report (Continued)

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS
As at 31 December 2009, 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:

Long Positions in the Shares

EEgHE (E)

FERRRAQAREABEE 2R
7 HERORESNEERER

RIEZAF+-A=+—H " TIAL(ERF
BRI RITHABRIN VAR BRI AR
- BERBEESFRMEEMIEXVEE2RS
DEERARRREZ EENER - HEEKME
BEHREAREABL TERARRBRRAGHRE
AR R AT (B 5% A -2 #Esaskia g - ik
BIREES LG 5D 5 336 16-/A AC 81 AE % I& T
B EREIER

R zRE

Precisefull Beneficial owner
BEm=BEAA
Note:
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.

Save as disclosed above, at no time during the year, the directors and
the chief executive 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 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.
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Directors’ Report (Continued)
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SHARE OPTION SCHEME

1.

Pre-IPO Share Option Scheme

On 1 June 2007, an aggregate of 59 pre-IPO share options of
22,000,000 shares were granted to selected persons as
incentives or rewards for their contribution to the Group. Details
of the options granted under the pre-IPO share option scheme
during the year were as follows:

Executive Directors

HITES

Mr. Lee
T

Dr. Keung Wing Ching
FoRERL

Mr. Wong Wing Chuen

Mr. Chan Tat Cheong, Alan
REERE

Mr. Zhao Jian®
HErEl

Others
Hity

Employees
{31

01/06/2007

01/06/2007

01/06/2007

01/06/2007

01/06/2007

01/06/2007

0.81

0.81

0.81

0.81

0.81

0.81

27/06/2008
- 26/06/2011

27/06/2008
- 26/06/2011

27/06/2008
- 26/06/2011

27/06/2008
- 26/06/2011

27/06/2008
- 26/06/2011

27/06/2008
- 26/06/2011

BT S

1.

BRAMBEABRETE
R-ZEZLERNA—HB A#50MHEH
22,000,000 & i& 17 2 B IR A B 3 RIS IR
EEETREEAL  (EARSHAREBATE
HERZ RESEEE - RNEA - REEXA
8 & AT B AR AT 23R 0 2 BE AR R 1B 10
T

1,320,000 - - 1,320,000
880,000 - - 880,000
880,000 - - 880,000
880,000 - - 880,000
880,000 - 880,000 -

15,070,000 - 1,628,000 13,442,000

Ka Shui International Holdings Limited
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Directors’ Report (Continued)

Note:

1. Mr. Zhao Jian’s options lapsed after his resignation as an
executive director of the Company on 16 July 2009.

All grantees of the pre-IPO share options may only exercise the
pre-IPO share options granted to them as follows:

EEgHE (E)

7t

1. BREEZBERERNRE_ZFTTAFLA
TRABHEARRMITERRRN -

FrE B R AR ERBRE AR AENIR
AT HRITEERAFREEAERE :

From 27 June 2007 (the “Listing Date”) to the date immediately
before the first anniversary (the “First Anniversary") of the Listing Date

—EEHFARAZTHA( ETHBDE E SRR —AFEH
(I—RAF&Ra)8r—A

From the First Anniversary to the date immediately before the second

anniversary (the “Second Anniversary”) of the Listing Date
—RBAFEHZ FTASRAmEASER ((MEAFEAH—A

From the Second Anniversary to the date immediately before the

third anniversary (the “Third Anniversary”) of the Listing Date
MEFEEZ ETESRR=AFER(=ZAFER )& —A

From the Third Anniversary to the date immediately before the
fourth anniversary of the Listing Date
ZEFERZE FmBREREEFE BHE—H

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

Share Option Scheme

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.
The Share Option Scheme will remain valid until 1 June 2017
and each option will be granted at a consideration for HK$10.

Annual Report 2009

0%

30%

60%

100%

B EXWEEIN - EREERAFEER
RIS B — SR TR ARE

BT S

—HERE B ([BRERE DR 2T
TERAZBRBEARRRF BB EER
BERERN - BREHEEREEA LR
HIERBEHAREREAFL BRI 228 &2 22
B BREFIR - BEANE_T—EFX
A—BRE—BERESAREI0ETRS -

<

ZETNFFR

>



—-+

.

)

i

WS (5

g

7/

The participants of the Share Option Scheme may include
directors, employees, consultants, professionals, customers,
suppliers, agents, partners, advisors and contractors of the
Group or a company in which the Group holds an interest or a
subsidiary of such company.

The maximum number of shares which may be issued upon the
exercise of all options to be granted under the Share Option
Scheme and under any other share option scheme(s) adopted
by the Company must not in aggregate exceed 10% of the
aggregate of the shares at the time of listing. In addition, the
maximum number of shares which may be issued upon the
exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
schemes involving the issue or grant of share options by the
Company must not, in aggregate, exceed 30% of the shares in
issue from time to time.

The total number of shares issued and to be issued upon
exercise of the options already granted or to be granted to each
participant under the Share Option Scheme and any other
share option scheme(s) of the Company (including exercised
and outstanding share options) in any 12-month period up to
and including the date of such grant should not exceed 1%
aggregate of the shares in issue as at the date of such grant.
Any grant of further options above this 1% limit shall be subject
to approval of the shareholders of the Company at general
meetings, with such participant and his associates abstaining
from voting.

The total number of shares in respect of which options may be
granted under the Share Option Scheme shall be 32,080,000
shares, representing approximately 3.64% of the issued share
capital of the Company as at the date of this annual report.

The period within which the options must be exercised will be
specified by the Board at the time of the offer of grant, and
must expire no later than 10 years from the effective date of the
Share Option Scheme. There is no general requirement on the
minimum period for which an option must be held or the
performance targets which must be achieved before an option
can be exercised under the terms of the Share Option Scheme.
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Directors’ Report (Continued)

The subscription price for any share under the Share Option
Scheme will be a price determined by the Board and will be not
less than the highest of:

()  the closing price of a share as stated in the Stock
Exchange’s daily quotations sheet on the date of grant of
the relevant option, which must be a business day;

(i)  an amount equivalent to the average closing price of a
share as stated in the Stock Exchange’s daily quotation
sheets for the five business days immediately preceding
the date of grant of the relevant option; and

(i) the nominal value of a share on the date of the grant.

On 13 March 2008, the Company granted 20,102,000 share
options to the Group’s employees under the Share Option
Scheme at an exercise price of HK$0.415 per share. A
summary of movements of share options of the Company
during the year is set out below:

EEgHE (E)

BRETEATRNNRBERHESTIR
o EZERTEERATRSE

) BROUFHBERERMAREXR)H
R R WERMIBMNEHE

(i) EERRLAMBREAMAAESR
RE P A MERATIBRN FH%
miE: &

iy REHBHEDZEE -

NZZBENE=ZA+=0  AREREER
MBI A S Bl & B 1 20,102,000 17 18
fE#E - TEEAEFBIR0.4158TT - RAFE
A AR EIRERE  EER T

Executive Directors

HITES

Mr. Lee 13/03/2008 0415 13/03/2009 780,000
Fa -12/03/2018

Dr. Keung Wing Ching 13/03/2008 0.415 13/03/2009 580,000
ZKIEBL -12/03/2018

Mr. Wong Wing Chuen 13/03/2008 0.415 13/03/2009 570,000
EKBEE -12/03/2018

Mr. Chan Tat Cheong, Alan ~ 13/03/2008 0415 13/03/2009 390,000
BiEa%kE -12/03/2018

Mr. Zhao Jian™ 13/03/2008 0415 13/03/2009 510,000
il -12/03/2018

Others

ity

Employees 13/03/2008 0415 13/03/2009 13,960,000
EE -12/03/2018

- - - 780,000

- - - 580,000

- - - 570,000

- - - 390,000

- - 510,000 -

- - 1,602,000 12,358,000

Annual Report 2009
ZETNFFR

>



1. Mr. Zhao Jian’s options lapsed after his resignation as an
executive director of the Company on 16 July 2009.

2. The vesting period of the share options is from the date of grant
until the commencement of the exercise period.

3. The closing price of the share immediately before the date of
grant was HK$0.415.

4, The fair values of options granted during the year and the
respective accounting policy adopted are set out in note 34 to
the consolidated financial statement.

Each of Mr. Lee Yuen Fat and Precisefull has provided a written
confirmation, which has been reviewed and confirmed by the
independent non-executive directors of the Company, confirming that
they have complied with the terms of a Deed of Non-competition
entered into between them and the Company for the year ended 31
December 2009.

On 2 June 2007, the Group entered into a purchase agreement with
Chit Shun Machinery Limited (“Chit Shun”) for a term of three years
commencing from the Listing Date until 31 December 2009, in
relation to the purchase of certain die casting machines and parts
(together with the maintenance services). Chit Shun is a limited liability
company incorporated in Hong Kong and beneficially owned by Mr.
Lee and an independent third party, in equal share. Mr. Lee has
nominated a director to the board of Chit Shun. Besides, Mr. Chan
Tat Cheong, Alan (as a representative of Mr. Lee) sits on the board of
a wholly-owned subsidiary of Chit Shun established in the PRC. Since
Mr. Lee is a director and controlling shareholder of Chit Shun, Chit
Shun is a connected person of the Company (as defined in the Listing
Rules). Accordingly, the transactions between the Group and Chit
Shun constitute continuing connected transactions (the “Chit Shun
Transactions”) of the Group. The Stock Exchange has granted the
Company a waiver from strict compliance with the announcement
and independent shareholders’ approval requirement under Chapter
14A of the Listing Rules for a period of three financial years ending 31
December 2009.

For the year ended 31 December 2009, Chit Shun Transactions
totalled approximately HK$8,021,000 (2008: HK$6,708,000).

Mt
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The auditors of the Company has performed certain agreed upon
procedures in respect of the continuing connected transactions of the
Group and reported to the Board that the Chit Shun Transactions:

1. have received the approval from the Board;

2. have been entered into in accordance with the relevant
agreements governing the transactions; and

3. have not exceeded the caps as disclosed in the Company’s
prospectus dated 12 June 2007.

The independent non-executive directors of the Company have
reviewed the Chit Shun Transactions and confirmed that they have
been entered into :

1. inthe ordinary and usual course of business of the Group;

2. either on normal commercial terms or, if there are no sufficient
comparables to judge whether they are on normal commercial
terms, on terms no less favourable to the Company than terms
available from other independent parties; and

3. in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

As at the date of this report, the Company has maintained the
prescribed public float required under the Listing Rules, based on the
information that is publicly available to the Company and within the
knowledge of the directors.

Details of subsequent events are set out in note 39 to the
consolidated financial statements.

RSM Nelson Wheeler shall retire and being eligible, offer themselves
for re-appointment, and a resolution to this effect will be proposed at
the forthcoming annual general meeting.

By order of the Board
Lee Yuen Fat

Chairman

Hong Kong, 16 April 2010
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The board of directors (the “Board”) believes that good corporate
governance practices are essential for promoting investors’
confidence and maximizing shareholders’ returns. The Board is
committed to maintaining a high standard of corporate governance
and reviews its corporate governance practices on a regular basis.

The Company’s corporate governance practices are based on the
principles and code provisions as set out in the Code on Corporate
Governance Practices (the “CG Code”) contained in Appendix 14 to
the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”). During 2009, the Company is in compliance with
all the code provisions of the CG Code.

The Board is collectively responsible for formulating the Group’s
overall business strategies, monitoring and evaluating its operating
and financial performance and reviewing the corporate governance
standard of the Company. The day-to-day management,
administration and operation of the Company are led by the chief
executive officer of the Company. The Board has also delegated a
schedule of responsibilities to the senior management of the
Company, which include the implementation of decisions of the
Board, the co-ordination and direction of day-to-day operation and
management of the Company in accordance with the management
strategies and plans approved by the Board, formulating and
monitoring the production and operating plans and budgets, and
supervising and monitoring the control systems. The Board has the
full support of the senior management to discharge its responsibilities.

The Board comprises eight directors, including four executive
directors and four independent non-executive directors. Biographical
details of the directors of the Company as at the date of this report
are set out on pages 16 to 19 of this annual report.

The Board members have no financial, business, family or other
material/relevant relationships with each other.

Each of the independent non-executive directors has confirmed in
writing his independence from the Company in accordance with the
guidelines on director independence of the Listing Rules. On this
basis, the Company considers all such directors to be independent.

All the independent non-executive directors were appointed for a
specific term of two years and subject to retirement by rotation and re-
election at the annual general meeting of the Company in accordance
with the provisions of the Articles of Association of the Company.

The roles of chairman and chief executive officer of the Company are
segregated and are not performed by the same person. Mr. Lee Yuen
Fat, the Chairman, is responsible for the leadership and effective
running of the Board while Dr. Keung Wing Ching, the Vice Chairman
and Chief Executive Officer, is responsible for the overall management
and supervision of the execution of the overall business strategies of
the Group.
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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 as
well as to provide advice and comments to the Board. The Audit
Committee comprises four independent non-executive directors,
namely Mr. Yeow Hoe Ann John, Mr. Sun Kai Lit Cliff Bs, JP, Ir Dr. Lo
Wai Kwok BBS, MH, JP and Mr. Andrew Look and is chaired by Mr.
Yeow Hoe Ann John, a qualified accountant with extensive experience
in financial reporting and controls.

During 2009, the Audit Committee held two meetings to review the
financial statements of the Group with the external auditor and
discussed on the internal control matters.

The Nomination Committee was set up in June 2007 and is mainly
responsible for 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 BS, JP, Ir Dr. Lo Wai Kwok BBS, MH, JP, Mr. Yeow Hoe Ann
John, Mr. Andrew Look and Dr. Keung Wing Ching. Mr. Sun Kai Lit
Cliff BBS, JP is the Chairman of the Nomination Committee.

During the year, the Nomination Committee held two meetings to
review the structure, size and the composition of the Board and make
recommendation to the Board and reviewed the terms of employment
on the appointment of a new independent non-executive director
during the year.

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 consists of Mr.
Sun Kai Lit Cliff Bs, Jr, Ir Dr. Lo Wai Kwok BBS, MH, JP, Mr. Yeow Hoe
Ann John, Mr. Andrew Look and Dr. Keung Wing Ching. The
Chairman of the Remuneration Committee is Mr. Sun Kai Lit, Cliff BBS, JP,
an independent non-executive director.

During 2009, the Remuneration Committee held one meeting and
reviewed the remuneration of directors and senior management.
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Corporate Governance Report (Continued)

|
PEERWmE (&
ATTENDANCE OF MEETINGS HESR
A summary of attendance of Board and Committee meetings in 2009 T & &H IR —_ZEThFEFTehEZEeeZ B
are detailed in the following table: EREE

Executive Directors

HITES

Mr. Lee Yuen Fat 6/6 - - -
PIRESEE

Dr. Keung Wing Ching 6/6 - 2/2 1/1
ZoKIEE T

Mr. Wong Wing Chuen 6/6 - - -
Mr. Chan Tat Cheong, Alan 6/6 - - -
PRES A

Mr. Zhao Jian™ 3/6 - - -
izl e

Independent Non-Executive Directors

FETES
Mr. Sun Kai Lit, Cliff ggs, e 5/6 2/2 2/2 1/1
FRRIRUSE A gas, cmmt
Ir Dr. Lo Wai Kwok ggs, mn, se 6/6 2/2 2/2 11
[EZBUE L gos, wn, xvat
Mr. Yeow Hoe Ann, John 5/6 2/2 1/2 11
AL A
Mr. Andrew Look® 0/6 0/2 0/2 0/1
PR ST @
Notes: Mt -
1. Mr. Zhao Jian, who resigned as an executive director for the Company 1. HEEER-ZZEZNFEATSEREERREH
with effect from 16 July 2009, attended all the board meetings during TESZ—B - FRERSRLEEESEE:
his office.

2. Mr. Andrew Look was appointed as an independent non-executive 2. EREER_ZENF+_A+AEZTAB

director on 16 December 2009. The Board and all Committees did not VIEBITEE - AZEENF A+ RBEZ
hold any meeting for the period from 16 December 2009 to 31 Zigﬂi-i— A=+—HHME ZEFERMEZ
December 2009. SR BRITEMEE -

Ka Shui International Holdings Limited
RInBRERERA



Corporate Governance Report (Continued)

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 during the year.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors acknowledge their responsibility for the preparation of
the financial statements of the Company for the year ended 31
December 2009. The statement of the external auditor of the
Company in relation to their reporting responsibility on the financial
statements of the Group is set out in the Independent Auditors’
Report on page 38 and 39.

INTERNAL CONTROL

The Board has overall responsibility for maintaining a sound and
effective internal control system of the Group in order to safeguard
the Group’s assets and shareholders’ investments. There is currently
an internal audit department within the Group. Its duties are to review
the systems of internal controls covering all relevant financial,
operational and compliance control functions within an established
framework. Reports prepared by this department are submitted to the
Audit Committee of the Company for review to ensure that an
effective and adequate internal control system has been in place.

AUDITOR’S REMUNERATION
Total auditor’s remuneration in relation to statutory audit work and
non-audit services of the Group is set out as follows:

/v/\-\
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EBETEFRZNEESTA
ARDFEEIRM LT RRIM AT 2 BT A -
EEEMEFIFHABSHERER  BERFR
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ESPHMBRRAARZEE

EEHREURIARABE_TTNFT A
=+ HEFEMBRRZET  ARBZIHINE
R E S AR B IRER 2 RWEEE
2B BNEIBREIE 2B IKBEIRE
A o

AR ES 1
EERHARARARERENERNALE

REG - UREASEEERBRR 2RE - B
SEE—ABEZALT - EBE SRS AR
R BRCEVHRBANFAEHEBENE &
E&ﬁ?ﬁé%ﬁ@ﬂ EERRE - ZAPIMREZMES
REARBZBRZEGEN  UHEREMRLRE
W NERER RGO FE

BB 2B &
REEN FHBEEZEZRIEBRZRIEHIZ A
BT

Statutory audit EEER 880 800
Non-audit services" RIS 366 175
Total A 1,246 975
Note: et
1. Non-audit services mainly include interim review and tax advisory 1. SRR EREH HEM RN E AR -
service.
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RSM Nelson Wheeler
FRiIzEE(EB)GTMEHFM

Certified Public Accountants

TO THE SHAREHOLDERS OF
KA SHUI INTERNATIONAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Ka Shui
International Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 40 to 119,
which comprise the consolidated and Company statements of
financial position as at 31 December 2009, and the consolidated
income statement, consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

The directors of the Company are responsible for the preparation and
the true and fair presentation of these financial statements in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the
circumstances.

Qur responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely to
you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the HKICPA. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether
the financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

In our opinion the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2009 and of the Group’s results and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

16 April 2010
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ConsoHdated Income Statement

| NP
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

2008
—EFEN\F
HK$’000
FETL
Turnover R 6 633,832 685,134
Cost of sales SHERCA (491,578) (580,454)
Gross profit EF 142,254 104,680
Other income Hi g A 7 3,742 4,710
Selling and distribution expenses HENDHEFRX (7,577) (9,654)
General and administrative expenses ~ —fRITERFX (86,472) (75,165)
Profit from operations R A 51,947 24,571
Finance costs BhE R 9 (1,610) (2,449)
Loss on disposal of a jointly controlled — H & £ [E]32 H|
entity BREEE 18 (298) -
Share of loss of a jointly controlled entity 715 £ [E115 H| Z 42518 18 - (1,292)
Impairment loss on available-for-sale AHNESRHEE .
financial assets EEE - (6,303)
Profit before tax BREE AT T 50,039 14,527
Income tax expense FriS iR~ 10 (12,239) (5,892)
Profit for the year attributable to EATERFEA
owners of the Company FEAR AR F 11 37,800 8,635
HK Cents HK Cents
B JEN
Earnings per share BREF 14
Basic HAR 4.30 0.98
Diluted s N/A N/A

Ka Shui International Holdings Limited
RInBRERERA



Consolidated Statement of Comprehensive Income >
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For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

2008
ZZETNF
HK$'000
T
Profit for the year FERRF 37,800 8,635
Other comprehensive income, MREBEEEMEE
net of tax: W
Exchange differences on translating MEBINETFEE L
foreign operations e Z=5E 33 13,230
Less: Reclassification adjustments for MR P E ERIEH
exchange differences to profit or BT ABREREN
loss upon disposal of a jointly IE N = A DB
controlled entity (922) -
(889) 13,230
Total comprehensive income for the AAFERFEAEGER
year attributable to owners of EHRZEEE
the Company 36,911 21,865

Annual Report 2009
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Consolidated Statement of Financial Position

wra SRR

At 31 December 2009 R’ —EZHE+—-H=+—H

2008
ZZETNF
HK$’000
FETL
Non-current assets FREBEE
Property, plant and equipment MEE - MER KRG 15 355,626 323,326
Prepaid land lease payments SEL N EuKicln 16 48,435 35,625
Club membership SHEHE 718 718
Investment in a jointly controlled entity ¥t X RIIEHIE 258 E 18 - 7,470
Available-for-sale financial assets AR ESHEE 19 - -
Deposits paid for acquisition of property, FaMIEE Y% -« #aS N &
plant and equipment and prepaid NiEMTiHe ziEe
land lease payments 20 18,484 30,090
423,263 397,229
Current assets MENEE
Inventories 78 21 130,533 125,116
Trade receivables B 5 EWEIR 22 111,755 97,445
Prepayments, deposits and BNFIR - mER
other receivables HAtbEUGRIA 15,662 10,155
Current tax assets BNERFRIE & = 1,600 1,118
Pledged bank deposits EHRIRITE 23 2,230 4,282
Bank and cash balances RITRIBE LR 23 78,171 74,940
339,951 313,056
Current liabilities nREAE
Trade payables B SN TR 24 59,260 53,306
Deposits received BlES 1,012 2,578
Other payables and accruals A fENFRIB K ETE R 36,880 27,134
Due to a related company FERAE AT 25 2,422 792
Financial liabilities at fair value through 2 A F{EzF ABZREEM
profit or loss SRAE 26 - 3,047
Short term borrowings SHAE R 27 40,046 25,439
Current portion of long term borrowings & Eff& Zk#) BN ER R {5 28 11,300 9,263
Current portion of obligations under BE A IR
finance leases BREAER 1 29 12,275 13,207
Current tax liabilities BEATR B aE 6,932 466
170,127 135,232
Net current assets REEEFE 169,824 177,824
Total assets less current liabilities EEA&ABEBRASERE 593,087 575,053

Ka Shui International Holdings Limited

RinBERERERA



Consolidated Statement of Financial Position (Continued)
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At 31 December 2009 R —ZEZENF+—-H=+—H

2008
ZZETNF
HK$'000
T
Non-current liabilities FRBAE
Long term borrowings REMER 28 23,879 15,083
Obligations under finance leases ROE AR L AR 29 11,916 18,722
Deferred tax liabilities TR EE 31 1,608 1,608
37,403 35,413
NET ASSETS BEEFRE 555,684 539,640
Capital and reserves BAR R
Share capital R AR 32 88,000 88,000
Reserves & S5 467,684 451,640
TOTAL EQUITY ESEE 555,684 539,640
Approved by the Board of Directors on 16 April 2010 EEeRN T ZFNA+T A BHE
Lee Yuen Fat Keung Wing Ching
FKIE
Director
BF
Annual Report 2009
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Statement of Financial Position

BT AR IR

At 31 December 2009 R’ —EZHE+—-H=+—H

2008
—EENF
Note HK$’000
KiaE FET
Non-current assets FRBEE
Investments in subsidiaries REB AR ZIEE 17 10,000 10,000
Current assets REEE
Prepayments, deposits and TERTRIE ~ Re REAM
other receivables FE W FRIE 229 296
Due from subsidiaries e NGRS O 17 315,157 314,157
Bank and cash balances IRIT RIS R 23 75 118
315,461 314,571
Current liabilities REEME
Other payables and accruals HApfEN FRIB R ERTE R 18 =
Due to subsidiaries FEfHI B A R 5E 17 24,753 =
24,771 -
Net current assets RBEEZE 290,690 314,571
NET ASSETS EEFE 300,690 324,571
Capital and reserves ERR#E
Share capital A% AR 32 88,000 88,000
Reserves E 33 212,690 236,571
TOTAL EQUITY DB 300,690 324,571
Approved by the Board of Directors on 16 April 2010 EEeR T TFHA T BHE
Lee Yuen Fat Keung Wing Ching
R FIKIE
Director Director
E3 EFE
Ka Shui International Holdings Limited
SIREER AR A



Consolidated Statement of Changes in Equity >
AR S BE

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

Attributable to owners of the Company

ARRRBEA ARG RS

Foreign
currency Share

Share Share  Retained Capital Merger translation option  Statutory Total

capital  premium  earnings reserve reserve reserve reserve reserve equity
Bx  RORE REEN  EARE ARG EXRG BRERE iERE  EREE
HK8000  HK$000  HK$000  HKS000  HK$000  HKB000  HK$000  HKB000  HK$'000

FET FET FHT FHT
! T/87L T/87L T/87L

At 1 January 2008 RZFEN\5-A-H 88,000 198,589 213,807 8,036 (9,931) 9,069 4,321 7,066 519,563
Total comprehensive income for — FRZAYE

the year aE = = 8,635 = - 13280 = - 8%
Recognition of share-based oA E

payments EEHE = - - - - - 6,132 - 6,132
Dividend paid BiRE - - (7,920) - = = = = (7,920)
At 31 December 2008 and RZBENFTZA=1-H

1 January 2009 R=FZNE-A-H 88,000 198,589 214,522 8,036 (9,931) 22,299 10,459 7,666 539,640
Total comprehensive income for — FRZANE

the year e - - 37,800 - - (889) - - 36,911
Recognition of share-based oA E

payments BB = - - - - - 2,893 - 2,893
Dividends paid BiRE - - (23760) = = = = - (8760
At 31 December 2009 RZZENET-A=1-H 88,000 193,589 228,562 8,036 (9,931) 21,410 13,362 7,666 565,684

Annual Report 2009
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ConsoHdated Statement of Cash Flows
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

2008
—ETT)N\F
HK$’000
FEr
NET CASH GENERATED FROM REELRS
OPERATING ACTIVITIES HEEH 35() 76,335 53,883
CASH FLOWS FROM INVESTING REFEZ
ACTIVITIES BHERE
Decrease in pledged bank deposits ERIRTIT T RO 2,052 3,120
Acquisition of a subsidiary WEE—K B AR 35(b) 72 (1,551)
Interest received BUFILE 178 2,661

Proceeds from disposals of property, HEWE  WREEREN
plant and equipment and prepaid land  FE{} T3S Fr5EIE

lease payments 5,709 37
Purchase of property, plant and EEME - SRR

equipment (53,814) (71,495
Purchase of prepaid land lease payments B B 781 + #0710 £ 508 (14,119) -
Deposit paid for the acquisition of TEfTZE - HEERREZ

property, plant and equipment b (3,511) (23,558)

(Payment for)/proceeds from loss on BAHERT ABRESN
financial liabilities at fair value through £ &8 & (5%) W

profit or loss (3,808) 4,837
Proceeds from disposal of a HEHKRIZEHIE R

jointly controlled entity Ig 6,250 =
Net cash used in investing activities RE;FEFTFERLFE (60,991) (85,949)
CASH FLOWS FROM FINANCING METH2HERE

ACTIVITIES
Dividends paid EAIRRE (23,760) (7,920)
Net short term bank loans raised/(net ¥ 55 HASR1TE %58~

repayment of short term bank loans) (BEREHBEITERESE) 15,000 (45,010)
Repayment of obligations under EERERLAE

finance leases (13,826) (14,107)
Repayment of long term borrowings EERIER (11,167) (6,180)
Long term borrowings raised g RHEAE R 22,000 16,000
Net cash used in financing activities F&EEBFER ST (11,753) (57,217)
NET INCREASE/(DECREASE) IN BHERERBEESEEE M

CASH AND CASH EQUIVALENTS ORiD) 35 3,591 (89,283)
CASH AND CASH EQUIVALENTS AT RA—FB—HHRERZE

1 JANUARY Iﬁ,ﬁlﬁ E 74,501 166,039
Effect of foreign exchange rate changes [ER& &) & 33 (2,255)
CASH AND CASH EQUIVALENTS Rt+t-_A=1t—HB8EE X

AT 31 DECEMBER ZRREIAR 78,125 74,501
ANALYSIS OF CASH AND ReRZERRESEE DM

CASH EQUIVALENTS
Bank and cash balances IRITRIBE LR 78,171 74,940
Bank overdraft RITBEX 27 (46) (439)

78,125 74,501

Ka Shui International Holdings Limited
RInBRERERA
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For the year ended 31 December 2009 {2 —EZNF+ - HA=+—HIFFE

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies
Law of the Cayman Islands. The address of its registered office
is Clifton House, 75 Fort Street, P.O. Box 1350 GT, George
Town, Grand Cayman, Cayman Islands. The address of its
principal place of business is Room 1210, Exchange Tower, 33
Wang Chiu Road, Kowloon Bay, Kowloon, Hong Kong.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 17 to the financial
statements.

In the opinion of the directors of the Company, as at 31
December 2009, Precisefull Limited, a company incorporated in
the British Virgin Islands, is the ultimate parent and Mr. Lee
Yuen Fat (“Mr. Lee”) is the ultimate controlling party of the
Company.

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by Hong Kong Institute of Certified Public Accountants
that are relevant to its operations and effective for its accounting
year beginning on 1 January 2009. HKFRSs comprise Hong
Kong Financial Reporting Standards (“HKFRS”); Hong Kong
Accounting Standards (“HKAS”); and Interpretations. The
adoption of these new and revised HKFRSs did not result in
substantial changes to the Group’s accounting policies,
presentation of the Group’s financial statements and amounts
reported for the current year and prior years except as stated
below.
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HKAS 1 (Revised) “Presentation of Financial Statements”
affects certain disclosures and presentation of the financial
statements. The balance sheet is renamed as the
statement of financial position and the cash flow
statement is renamed as the statement of cash flows. Al
income and expenses arising from transactions with non-
owners are presented in the income statement and
statement of comprehensive income, and the total carried
to the statement of changes in equity. The owner changes
in equity are presented in the statement of changes in
equity. HKAS 1 (Revised) also requires disclosures of the
reclassification adjustments and tax effects relating to
each component of other comprehensive income for the
year. HKAS 1 (Revised) has been applied retrospectively.

HKFRS 8 “Operating Segments” requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly
reviewed by the chief operating decision maker in order to
allocate resources to the segment and to assess its
performance. Previously, HKAS 14 “Segment Reporting”
required an entity to identify two sets of segments
(business and geographical), using a risks and rewards
approach, with the entity’s ‘system of internal financial
reporting to key management personnel’ serving as the
starting point for the identification of such segments.
HKFRS 8 has had no impact on the reported results or
financial position of the Group. The primary segments
reported under HKAS 14 are the same as the segments
reported under HKFRS 8. HKFRS 8 has been applied
retrospectively.

The segment accounting policies under HKFRS 8 are
stated in note 8 to the consolidated financial statements.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new
HKFRSs but is not yet in position to state whether these new
HKFRSs would have a material impact on its results of
operations and financial position.
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These financial statements have been prepared in accordance
with HKFRSs, accounting principles generally accepted in Hong
Kong and the applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) and by the Hong
Kong Companies Ordinance.

These financial statements have been prepared under the
historical cost convention, as modified by the revaluation of
certain investments and derivatives which are carried at their fair
values.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain key assumptions and
estimates. It also requires the directors to exercise its
judgements in the process of applying the accounting policies.
The areas involving critical judgements and areas where
assumptions and estimates are significant to these financial
statements, are disclosed in note 4 to the financial statements.

The significant accounting policies applied in the preparation of
the financial statements are set out below.

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up
to 31 December. Subsidiaries are entities over which the
Group has control. Control is the power to govern the
financial and operating policies of an entity so as to obtain
benefits from its activities. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group has control.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

Intragroup transactions, balances and unrealised profits
are eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the
Group.
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In the Company’s statement of financial position the
investments in subsidiaries are stated at cost less
allowance for impairment losses. The results of
subsidiaries are accounted for by the Company on the
basis of dividends received and receivable.

The purchase method is used to account for the
acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets
given, equity instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs directly
attributable to the acquisition. Identifiable assets, liabilities
and contingent liabilities of the subsidiary in an acquisition
are measured at their fair values at the acquisition date.

The excess of the cost of acquisition over the Group’s
share of the net fair value of the subsidiary’s identifiable
assets, liabilities and contingent liabilities is recorded as
goodwill. Any excess of the Group’s share of the net fair
value of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition is recognised in
consolidated profit or loss.

Goodwill is tested annually for impairment or more
frequently if events or changes in circumstances indicate
that it might be impaired. Goodwill is measured at cost
less accumulated impairment losses. The method of
measuring impairment losses of goodwill is the same as
that of other assets as stated in the accounting policy (t)
below. Impairment losses of goodwill are recognised in
consolidated profit or loss and are not subsequently
reversed. Goodwill is allocated to cash-generating units
that are expected to benefit from the synergies of the
acquisition for the purpose of impairment testing.

A joint venture is a contractual arrangement whereby the
Group and other parties undertake an economic activity
that is subject to joint control. Joint control is the
contractually agreed sharing of control over the economic
activity when the strategic financial and operating
decisions relating to the activity require the unanimous
consent of the parties sharing control (the “venturers”).
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A jointly controlled entity is a joint venture that involves the
establishment of a separate entity in which each venturer
has an interest.

Investment in a jointly controlled entity is accounted for in
the consolidated financial statements by the equity
method and is initially recognised at cost. Identifiable
assets, liabilities and contingent liabilities of the jointly
controlled entity in an acquisition are measured at their fair
values at the acquisition date. The excess of the cost of
acquisition over the Group’s share of the net fair value of
the jointly controlled entity’s identifiable assets, liabilities
and contingent liabilities is recorded as goodwill. The
goodwill is included in the carrying amount of the
investment and is tested for impairment together with the
investment at the end of each reporting period when there
is objective evidence that the investment is impaired. Any
excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition is recognised in consolidated profit
or loss.

The Group’s share of a jointly controlled entity’s post-
acquisition profits or losses is recognised in consolidated
profit or loss, and its share of the post-acquisition
movements in reserves is recognised in the consolidated
reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment.
When the Group’s share of losses in a jointly controlled
entity equals or exceeds its interest in the jointly controlled
entity, including any other unsecured receivables, the
Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the
jointly controlled entity. If the jointly controlled entity
subsequently reports profits, the Group resumes
recognising its share of those profits only after its share of
the profits equals the share of losses not recognised.

The gain or loss on the disposal of a jointly controlled
entity represents the difference between the proceeds of
the sale and the Group’s share of its carrying amount
together with any remaining goodwill relating to the jointly
controlled entity and also any related accumulated foreign
currency translation reserve.
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Unrealised profits on transactions between the Group and
its jointly controlled entities are eliminated to the extent of
the Group’s interests in the jointly controlled entities.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the
asset transferred. Accounting policies of jointly controlled
entities have been changed where necessary to ensure
consistency with the policies adopted by the Group.

(i) Functional and presentation currency

ltems included in the financial statements of each of
the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional currency”).
The consolidated financial statements are presented
in Hong Kong dollars (“HK$"”), which is the
Company’s functional and presentation currency.

(ii) Transactions and balances in each entity’s
financial statements
Transactions in foreign currencies are translated into
the functional currency on initial recognition using
the exchange rates prevailing on the transaction
dates. Monetary assets and liabilities in foreign
currencies are translated at the exchange rates at
the end of each reporting period. Gains and losses
resulting from this translation policy are recognised
in profit or loss.

Non-monetary items that are measured at fair
values in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is
recognised in other comprehensive income. When a
gain or loss on a non-monetary item is recognised
in profit or loss, any exchange component of that
gain or loss is recognised in profit or loss.
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Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company’s presentation currency as
follows:

- Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

- Income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are
translated at the exchange rates on the
transaction dates); and

= All resulting exchange differences are
recognised in the foreign currency translation
reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign
entities and of borrowings are recognised in the
foreign currency translation reserve. When a foreign
operation is sold, such exchange differences are
recognised in consolidated profit or loss as part of
the gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.
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All property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. All
other repairs and maintenance are recognised in profit or
loss during the period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost less
their residual values over the estimated useful lives on a
straight-line basis. The principal useful lives are as follows:

Buildings over the unexpired term of lease
Leasehold shorter of 5 years and the
improvements unexpired term of lease

Plant and machinery 5to 10 years

Computer equipment 5 years

Furniture, fixtures and 5 years
office equipment

Motor vehicles 5 years

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of
each reporting period.

Construction in progress represents buildings under
construction and plant and machinery pending installation,
and is stated at cost less impairment losses. Depreciation
begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.
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Operating leases

Leases that do not substantially transfer to the
Group all the risks and rewards of ownership of
assets are accounted for as operating leases. Lease
payments (net of any incentives received from the
lessor) are recognised as an expense on a straight-
line basis over the lease term.

Finance leases

Leases that substantially transfer to the Group all
the risks and rewards of ownership of assets are
accounted for as finance leases. At the
commencement of the lease term, a finance lease is
capitalised at the lower of the fair value of the leased
asset and the present value of the minimum lease
payments, each determined at the inception of the
lease.

The corresponding liability to the lessor is included
in the statement of financial position as finance
lease payable. Lease payments are apportioned
between the finance charge and the reduction of
the outstanding liability. The finance charge is
allocated to each period during the lease term so as
to produce a constant periodic rate of interest on
the remaining balance of the liability.

Assets under finance leases are depreciated the
same as owned assets.

Club membership with indefinite useful life is stated at
cost less any impairment losses. Impairment is reviewed
annually or when there is any indication that the club
membership has suffered an impairment loss.
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Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average basis. The cost of finished goods and work in
progress comprises raw materials, direct labour and an
appropriate proportion of all production overhead
expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling price
in the ordinary course of business, less the estimated
costs of completion and the estimated costs necessary to
make the sale.

Financial assets and financial liabilities are recognised in
the statement of financial position when the Group
becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers
nor retains substantially all the risks and rewards of
ownership of the assets but has not retained control on
the assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the
sum of the consideration received and the cumulative
gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid is recognised in profit or loss.

Investments are recognised and derecognised on a trade
date basis where the purchase or sale of an investment is
under a contract whose terms require delivery of the
investment within the timeframe established by the market
concerned, and are initially measured at fair value, plus
directly attributable transaction costs except in the case
of financial assets at fair value through profit or loss.
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Investments are classified as either financial assets at fair
value through profit or loss or available-for-sale financial
assets.

(i)

(i)

Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or loss
are either investments classified as held for trading
or designated as at fair value through profit or loss
upon initial recognition. These investments are
subsequently measured at fair value. Gains or
losses arising from changes in fair value of these
investments are recognised in profit or loss.

Available-for-sale financial assets
Available-for-sale financial assets are non-derivative
financial assets not classified as trade and other
receivables, held-to-maturity investments or financial
assets at fair value through profit or loss. Available-
for-sale financial assets are subsequently measured
at fair value. Gains or losses arising from changes in
fair value of these investments are recognised in
other comprehensive income, until the investments
are disposed of or there is objective evidence that
the investments are impaired, at which time the
cumulative gains or losses previously recognised in
other comprehensive income are recognised in
profit or loss. Interest calculated using the effective
interest method is recognised in profit or loss.

Impairment losses recognised in profit or loss for
equity investments classified as available-for-sale
financial assets are not subsequently reversed
through profit or loss. Impairment losses recognised
in profit or loss for debt instruments classified as
available-for-sale financial assets are subsequently
reversed and recognised in profit or loss if an
increase in the fair value of the instruments can be
objectively related to an event occurring after the
recognition of the impairment loss.
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Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less allowance for
impairment. An allowance for impairment of trade and
other receivables is established when there is objective
evidence that the Group will not be able to collect all
amounts due according to the original terms of
receivables. The amount of the allowance is the difference
between the receivables’ carrying amount and the present
value of estimated future cash flows, discounted at the
effective interest rate computed at initial recognition. The
amount of the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively
to an event occurring after the impairment was
recognised, subject to the restriction that the carrying
amount of the receivables at the date the impairment is
reversed shall not exceed what the amortised cost would
have been had the impairment not been recognised.

For the purpose of the statement of cash flows, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial
institutions, and short-term highly liquid investments
which are readily convertible into known amounts of cash
and subject to an insignificant risk of change in value.
Bank overdrafts which are repayable on demand and
form an integral part of the Group’s cash management are
also included as a component of cash and cash
equivalents.
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Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under HKFRSs.
An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set
out below.

(i) Borrowings
Borrowings are recognised initially at fair value, net
of transaction costs incurred, and subsequently
measured at amortised cost using the effective
interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months after
the reporting period.

(i) Trade and other payables
Trade and other payables are stated initially at their
fair value and subsequently measured at amortised
cost using the effective interest method unless the
effect of discounting would be immaterial, in which
case they are stated at cost.

(iii) Equity instruments
Equity instruments issued by the Company are
recorded at the proceeds received, net of direct
issue costs.

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is
probable that the economic benefits will flow to the Group
and the amount of revenue can be measured reliably.

Revenues from the sales of manufactured goods and
trading of raw materials are recognised on the transfer of
significant risks and rewards of ownership, which
generally coincides with the time when the goods are
delivered and the title has passed to the customers.
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Interest income is recognised on a time-proportion basis T B AL E B0 A B R A BoA i
using the effective interest method. R o

Dividend income is recognised when the shareholders’
rights to receive payment are established.

P B AT B SR UK B R R 2 HE M AR SZ

FFERR ©

Rental income is recognised on a straight-line basis over
the lease term.

HEWANREE AN EARERER

() Employee leave entitlements () EEEZENRES
Employee entitlements to annual leave and long EBEFBEREBREEBENESR
service leave are recognised when they accrue to ZHEER - CEEREZ
employees. A provision is made for the estimated R 45 B RS ST 45 B LE PR MR AR 7S
liability for annual leave and long service leave as a ZENFREEARBE RO
result of services rendered by employees up to the TEEETERE -
end of the reporting period.
Employee entitlements to sick leave and maternity 12 B R /R M E B IR 1A
leave are not recognised until the time of leave. R e

(i) Pension obligations (i) BHREAIE
The Group contributes to defined contribution REE A E B HFRIKE 52
retirement schemes which are available to all EHHER 2EREEHATR
employees. Contributions to the schemes by the HZETE - AR EE RE
Group and employees are calculated as a BIRESEAHT S BE D IE
percentage of employees’ basic salaries. The o BB AR KBTI AT
retirement benefit scheme cost charged to profit or B AIE AR EEERZEES S
loss represents contributions payable by the Group IR o
to the funds.

(iii) Termination benefits (i) BEEBER

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a
result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of
withdrawal.
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The Group issues equity-settled share-based payments
to certain employees. Equity-settled share-based
payments are measured at fair value (excluding the effect
of non market-based vesting conditions) of the equity
instruments at the date of grant. The fair value determined
at the grant date of the equity-settled share-based
payments is expensed on a straight-line basis over the
vesting period, based on the Group’s estimate of shares
that will eventually vest and adjusted for the effect of non
market-based vesting conditions.

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are capitalised as
part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or
sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on
that asset. The capitalisation rate is the weighted average
of the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining
a qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit
or loss because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against
which deductible temporary differences, unused tax
losses or unused tax credits can be utilised. Such assets
and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, and interests in joint
ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.
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Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settled
or the asset is realised, based on tax rates that have been
enacted or substantively enacted by the end of the
reporting period. Deferred tax is recognised in profit or
loss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case
the deferred tax is also recognised in other comprehensive
income or directly in equity.

Deferred tax assets and liabilities are offset when there is
a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and
the Group intends to settle its current tax assets and
liabilities on a net basis.

A party is related to the Group if:

(i) directly or indirectly through one or more
intermediaries, the party controls, is controlled by, or
is under common control with, the Group; has an
interest in the Group that gives it significant influence
over the Group; or has joint control over the Group;

(i) the party is an associate;
(iiy  the party is a joint venture;

(iv) the party is a member of the key management
personnel of the Company or its parent;

(v)  the party is a close member of the family of any
individual referred to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in (iv)
or (v); or
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(vii)  the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity
that is a related party of the Group.

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
except investments, inventories and receivables to
determine whether there is any indication that those
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of any
impairment loss. Where it is not possible to estimate the
recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash generating
unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset.

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation
decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined (net of amortisation or depreciation) had no
impairment loss been recognised for the asset or cash-
generating unit in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a
revaluation increase.
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Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a present legal or
constructive obligation arising as a result of a past event,
it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material,
provisions are stated at the present value of the
expenditures expected to settle the obligation.

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

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after the
reporting period that are not adjusting events are
disclosed in the notes to the financial statements when
material.
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In the process of applying the accounting policies, the
directors have made the following judgements that have
the most significant effect on the amounts recognised in
the financial statements.

Legal titles of certain land and buildings

As stated in notes 15 and 16 to the consolidated financial
statements, the titles of two parcels of land and one
property were not transferred to the Group as at 31
December 2009. Despite the fact that the Group has not
obtained the relevant legal titles, the directors determine
to recognise their costs as prepaid land lease payments
and property, plant and equipment, on the grounds that
they expect the transfer of legal titles in future should have
no major difficulties and the Group is in substance
controlling those land and buildings.

The key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are discussed
below.

(i) Allowances for inventories

The directors identify obsolete and slow-moving
inventory items that are no longer suitable for use in
production at the end of each reporting period. The
directors estimate the net realisable value for such
inventories based primarily on the latest selling
prices and costs of completion and selling expenses
estimated at current operation conditions. The
directors carry out an inventory review on a product-
by-product basis at the end of each reporting period
and makes allowance for obsolete items.

Where the actual outcome or expectation in future is
different from the original estimates, such differences
will impact the carrying value of inventories and
allowance/write-back in the period in which such
estimates have been changed.
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(ii)

(iii)

(iv)

Property, plant and equipment and depreciation

The Group determines the estimated useful lives and
related depreciation charges for the Group’s property,
plant and equipment. This estimate is based on the
historical experience of the actual useful lives of property,
plant and equipment of similar nature and functions. The
Group will revise the depreciation charge where useful
lives are different to those previously estimated, or it will
write-off or write-down technically obsolete or non-
strategic assets that have been abandoned or sold.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of the
trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where the
actual result is different from the original estimate, such
difference will impact the carrying value of the trade and
other receivables and doubtful debt expenses in the year
in which such estimate has been changed.

Share-based payment expenses

The fair value of the share options granted to the directors
and employees determined at the date of grant of the
respective share options is expensed over the vesting
period, with a corresponding adjustment to the Group’s
share option reserve. In assessing the fair value of the
share options, the Black-Scholes option pricing model (the
“Black-Scholes Model”) was used. The Black-Scholes
Model is one of the generally accepted methodologies
used to calculate the fair value of the share options. The
Black-Scholes Model requires the input of subjective
assumptions, including the expected dividend yield and
expected life of options. Any changes in these
assumptions can significantly affect the estimate of the
fair value of the share options.
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(ii)

(iii)

(iv)
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(v) Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant estimates are required in
determining the provision for income taxes. There are
many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course
of business. Where the final tax outcome of these matters
is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred
tax provisions in the period in which such determination is
made.

The Group’s activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest rate
risk. The Group’s overall risk management programme focuses
on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s financial
performance.

The Group has certain exposure to foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in HK$, United States dollars
(“USD”) and Renminbi (“‘RMB”). The Group currently does
not have a foreign currency hedging policy in respect of
foreign currency transactions, assets and liabilities. The
Group will monitor its foreign currency exposure closely
and will consider hedging significant foreign currency
exposure should the need arise.
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At 31 December 2009, if the HK$ had weakened 1 per
cent against the USD with all other variables held
constant, consolidated profit after tax for the year would
have been approximately HK$1,091,000 (2008:
HK$2,363,000) higher, arising mainly as a result of the
foreign exchange gain on trade receivables denominated
in USD (2008: foreign currency forward contracts and
trade receivables denominated in USD). If the HK$ had
strengthened 1 per cent against the USD with all other
variables held constant, consolidated profit after tax for
the year would have been approximately HK$1,091,000
(2008: HK$9,180,000) lower, arising mainly as a result of
the foreign exchange loss on trade receivables
denominated in USD (2008: foreign currency forward
contracts and trade receivables denominated in USD).

At 31 December 2009, if the HK$ had weakened 3 per
cent (2008: 10 per cent) against the RMB with all other
variables held constant, consolidated profit after tax would
have been approximately HK$2,003,000 (2008:
HK$8,108,000) higher, arising mainly as a result of the
foreign exchange gain on trade payables of subsidiaries in
the People’s Republic of China (the “PRC”) denominated
in HK$ (2008: foreign currency forward contracts). If the
HK$ had strengthened 3 per cent (2008: 10 per cent)
against the RMB with all other variables held constant,
consolidated profit after tax would have been
approximately HK$2,003,000 (2008: HK$11,540,000)
lower, arising mainly as a result of the foreign exchange
loss on trade payables of the subsidiaries in the PRC
denominated in HK$ (2008: foreign currency forward
contracts).

The Group has policies in place to ensure that sales are
made to customers with an appropriate credit history.

The carrying amount of the trade and other receivables
and bank and cash balances included in the consolidated
statement of financial position represents the Group’s
maximum exposure to credit risk in relation to the Group’s
financial assets.

RZZTZNFF+=_A=1+—8 " B
IR%E,@Z@1% i E L FT B £ 8
HRFIE AFABRTELERE R
# 12 HN 491,091,000 T (Z T TN\
£ :2,363,000/87T) * EEHNAZE
TCETHERY B 5 e WK ITE B A FNE Y as
FB(ZEZNE - LA%mﬂEEﬁL
HINEEHRE ZEWGRIE) o 45
TTHETHEI%  MEMFTEER
HRTE  BIFRRBIREE R
WA #91,091,0008 70 (Z 2T )\4F -
9,180,000/ 7C) * =B BN AEITET
B E 5 W s E 4 SNE BB FTER
(ZEZTN\EF  UETFHER RN

GHRINRE HFEWGRIA) °

RZZTZENF+ZZA=1+—H"
BITHARBEEIR(ZZEZN
F:10%) mEM T A & &84 R

N A FERBR TR GRS R A
hn#92,003,0008 L ( Z T ZT )\ & :
8,108,000/ 7L ) + £ EHMN N
ARZLFBE (TR ]) Z B2 A
PEICRTEZ B B IR ZIBEA 2 IME
WHEAMB(ZESNF  RBAINES
#4) o MBTTHAREFAEIR(ZF
T\F - 10%) - M E A FT A & S 4
B H\Jiwﬁméimmﬂﬁmz
A #72,003,0008 (=T E )\ F :
11,540,000 7T) * TERNRHEH
Z B ABABITEHEZE S ER K
HEEZINEBEMB(ZZTZT/\F:
REIINESRY) o

REBTEBE - UWERRAEES
BRINEFHEER °

FEERESREEMARRSEE
BB TR AFAFBRAKRNE S
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

5. FINANCIAL RISK MANAGEMENT (Continued)
Credit risk (Continued)

The percentage of trade receivables due from the Group’s
largest customer and due from the Group’s five largest
customers in aggregate to the Group’s total trade
receivables are as follows:

(b)

(c)

5. MEREREE (&)

(b)

=& mE (&)
FEBRAEFREATFNESE
WHRRELAREEE SRR AR
BHBADLLAT ¢

Due from the Group’s JEW AR EE R A
largest customer KPR

Due from the Group’s five FEW AL B A K
largest customers BPRIA

18 18

73 52

The credit risk on pledged bank deposits, bank and cash
balances and derivative financial instruments is limited
because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies.

Liquidity risk

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.

(c)

HRRZSEF I REREEFRE
BAERAEREREFART B
HIRRITER - RITMIRSHEH LT
EERMTANEERRAR -

REE RS AT MEERK RIAHN
RBELHBN  NEREFFTERE
- ENERHEEMRSHESS

Ka Shui International Holdings Limited
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Notes to Consolidated Financial Statements (Continued)

RAMBERANEE (E)

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

FINANCIAL RISK MANAGEMENT (Continued)

(c)

(d)

Liquidity risk (Continued)
The maturity analysis of the Group’s financial liabilities is as
follows:

At 31 December 2009

R-ZZNF+=-A=1—H

Long term borrowings REER
Obligations under finance leases ~ gh& 47
Short term borrowings RHER
Other payables and accruals Hih AR ER
Trade payables B SRR
Due to a related company [E R RIA
At 31 December 2008 R=BBN\F+ZA=t-H
Long term borrowings REEH
Obligations under finance leases ~ FATRAIAIE
Short term borrowings RHER
Other payables and accruals Hit N ke ER
Trade payables B SR
Due to a related company FETREE A RRA
Financial liabilities at fair value BAFERA
through profit or loss BanENemaR

Interest rate risk

The Group’s exposure to interest rate risk arises from its
bank deposits, short term and long term borrowings and
obligations under finance leases. These deposits and
borrowings bear interests at variable rates varied with the
then prevailing market condition.

At 31 December 2009, if interest rates at that date had
been 10 basis points lower with all other variables held
constant, consolidated profit after tax for the year would
have been approximately HK$17,000 (2008: HK$7,000)
higher, arising mainly as a result of lower interest expenses
on bank and other borrowings but partly offset by lower
interest income on bank and cash balances. If interest
rates had been 100 basis points higher, with all other
variables held constant, consolidated profit after tax for
the year would have been approximately HK$168,000
(2008: HK$68,000) lower, arising mainly as a result of
higher interest expenses on bank and other borrowings
but partly offset by higher interest income on bank and
cash balances.

Annual Report 2009

5.

Less than
1 year

DR—F
HK$'000
FET

12,051
12,661
40,106
36,880
59,260

2,422

9,877
14,174
25,514
27,134
53,306

792

3,047

BHERERE (F)

(c)

—SEWMEF

(d)

REE S @R (%)
AEESRBENIBMONET

Between

2 and

5 years
MEZRF
HK$'000
FET

Between
1and
2 years

Over
5years
RENE
HK$'000
FET

HK$000
FET

8,049 10,624 6,577
9,069 3,018 -
8,093 7,563 -

10,883 8,505 -

AR E R

7SR e R R SR 3 EL AR AT
R B RS A BB E ORI
ST RIS B IRBE B B TSR
MBI TRAFIET A -

o

R-BEAE+—_A=1+—H ' H%
HEF R TRAOEES - mEMAT
EEBBEFTE  AFANGRRES
BB AL 17,0008 T (ZEF
J\E:7,00087T) - FEHRBRITR
HAb B A F) B 5 SR A BB - MEED
MEESHRITRRSEHROF S
AR FTHE S o 47 2 _EF 100 @£
25 mEMATASHEFTE - AlF
RBR B & 47 A i F 45 % 4> 49 168,000
BT (ZZT )\ F : 68,00087T) ' =
TAHRIRITRREMERNF SRR
EINATE - D ESRIRITRIR
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Notes to Consolidated Financial Statements (Continued)
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

5. FINANCIAL RISK MANAGEMENT (Continued) 5.
Categories of financial instruments at 31
December 2009

(e)

(f)

L 72

Financial assets:
Loans and receivables (including

TREE :
ERFEEHER(BERE R

B Rk EE ()
(e)

R-BEBAF+-A=t—-H%
BMITAZSHE

2008
—ETN\F

HK$'000
TETT

Level 1:

Level 2:

Level 3:

The carrying amounts of the Group’s financial assets and
financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair values.

The following disclosures of fair value measurements use
a fair value hierarchy which has 3 levels:

quoted prices (unadjusted) in active

markets for identical assets or liabilities.

inputs other than quoted prices included

within Level 1 that are observable for the
asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from

prices).

inputs for the asset or liability that are not

based on unobservable market data

(unobservable inputs).

cash and cash equivalents) ZRFLIER) 200,940 181,795
Financial liabilities: SEAE
Financial liabilities at fair value EATER ABEES
through profit or loss: SEALE
Held for trading HIEEE - 3,047
Financial liabilities at amortised cost 1SR AT & > SR B E 173,787 131,017
Fair values n 2FEE

AEEZEREEREBREBNES
PR RRR 2 REEREREN
BBEZRFE -

A BRI T AT ESRERRE
ATENE  EPOEZE

HRBEERAEZERT
BIRE CREHE) -

FE -

F2E: B EMBREZHBEN
o BERBERR (BIE
%) sk (BB HEE)
BERGHZBAER -

FIE: UFREABERMZHE
MEHZEESLBBERHA
BR (BEERBA)

Ka Shui International Holdings Limited
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Notes to Consolidated Financial Statements (Continued)
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For the year ended 31 December 2009 &%= —EZNF+ - A=+—HIFFE

5. FINANCIAL RISK MANAGEMENT (Continued) 5.
(f) Fair values (Continued)
Disclosures of level in fair value hierarchy at 31 December
2008:

E1E
Description Level 1

HK$'000
F&Er

Financial liabilities at fair value 3z~ AT ABZEEEH
through profit or loss cRaE
Derivatives TTETHE -

FisE R EE (5)

M AFEG
ATEEFRHR-FEN\F+= A
=+ B2 EEREMT

28 I —BENF
Level 2 Level 3 2008
HK$'000 HK$'000 HK$'000
FET FEr FET

3,047 = 3,047

The total gains or losses recognised in profit or loss
including those for liabilities held at end of reporting period
is presented in the income statement.

6. TURNOVER 6.
The Group is principally engaged in the sale and manufacture of
zinc, magnesium and aluminium alloy die casting components.

Turnover represents the net amounts received and receivable
for goods sold, net of returns and allowances to customers
during the year.

Sales of goods HEEm

RIBm AR 2 Wa LB EBREN R
EMRERERETIZFFEE -

AEBTENEEERNEN  BRIEAS
BT BT -

EEBRENFAHEE MmN W REREIE
FR(CHBRRERGETEPHOFH) °

2008
—ETT)\F

HK$'000
T/8TT

633,832 685,134

Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)

RAMBERANEE (E)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

7.

OTHER INCOME

7.

HABA

2008

ZETNF

HK$'000

FET

Interest Income FEMA 178 2,661

Rental income HEB WA 171 68

Sales of scrap materials RERISHE 641 1,272

Product development fee income EmFAEERRA - 24

Compensation from insurance REREE(E 180 -

Gain on disposal of listed securities HE FhEsls - 2
Gain on disposal of property, plant and ~ HEY % - #E K&

equipment B 1,665 =

Others HAth 907 683

3,742 4,710

SEGMENT INFORMATION

For management purposes, the Group’s operation is currently
categorised into three operating divisions — zinc, magnesium
and aluminium alloy die casting components. These divisions
are the basis of the Group’s three reportable segments. The
Group’s reportable segments are strategic business units that
offer different products. They are managed separately because
each business requires different technology and different cost
measurement.

The accounting policies of the operating segments are the
same as those described in note 3 to the consolidated financial
statements. Segment profits or losses do not include interest
income, corporate income, gain or loss from derivative
instruments, corporate expenses, finance costs and income tax
expense. Segment assets do not include current tax assets,
corporate assets, club membership and derivative instruments.
Segment liabilities do not include corporate liabilities, derivative
instruments, borrowings, obligations under finance leases,
dividend payables, current tax liabilities and deferred tax
liabilities.

2 ERE R

RABER  AERERBEBOR=([ELE
BBFY — & - ERIRA S BB o ZFHEPT
EAEEE2BRT BN ERNEE - AKH
Z 2/ HARBETRER 2 HREELE
i - R BEEBEETRIM KRB TRK
BTN MZEDHTBELER °

BED B2 R ES A MEWRMEES
FRERARR 2 BRI BB T e M B
A bEWE  RETETAZE:S  ©F
P - REBEMARPIERAX - DEBEET
BRENMKRAEE  bXEE €MEHER
TETR - pHMEETEREERARE 14
THE &K BEBELAE - BHAIRE - B
HREAERREEHIRAE

Ka Shui International Holdings Limited
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Notes to Consolidated Financial Statements (Continued)

For the year ended 31 December 2009 &%= —EZNF+ - A=+—HIFFE

SEGMENT INFORMATION (Continued) 8.

ire MR R M AT

Information about reportable segment profit or loss, assets and

liabilities:

Year ended 31 December 2009

Zinc alloy
die casting

components
BESREH
HK$’000
FEL

LFE

Revenue from external customers R EINRE P Uz 328,989
Segment profit AEEF 23,887
Depreciation and amortisation NEREH 13,552
Additions to segment non-current - EPIERENEE 2L NN

assets 30,011
As at 31 December 2009 R-ZBEAF+-A=1+—H
Segment assets PEEE 250,282
Segment liabilities HEELE 50,182

ﬁj Bﬁﬂ (ME)
2o ER NS

T

7

Magnesium
alloy die
casting
components
EaoREH
HK$'000
FiE

139,997
36,877
12,633

4,943

179,601
22,871

Aluminium
alloy die
casting
components
RasBEN
HK$'000
FA

164,846
9,150
10,626

7,302

130,132
24,645

(%)

BEMABZERDN

633,832
69,914
36,811

42,256

560,015
97,698

Magnesium Aluminium
Zinc alloy alloy die alloy die
die casting casting casting
components  components  components Total
HESREE #42 e R RS et
HK$'000 HK$ OOO HK$'000 HK$'000
FBT FET FET FET
Year ended 31 December 2008 #HZ=-FENE+=-F=1+—-H
LFE
Revenue from external customers — REIMNEE FHIE 382,797 128,489 173,848 685,134
Segment profit HEbE R 22,841 14,051 4,171 41,083
Depreciation and amortisation HEREH 11,933 9,439 9,684 31,056
Additions to segment non-current  HEBIERENEE 2L
assets 21,641 36,433 13,207 71,281
As at 31 December 2008 R-EENF+-A=t—H
Segment assets DEEE 213,629 155,075 120,440 489,144
Segment liabilities AHEE 50,032 14,016 18,804 82,852
Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)

—
KRB BT RaYeE (8)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

8. SEGMENT INFORMATION (Continued) 8. ZIEH (&)
Reconciliations of reportable segment revenue, profit or loss, EWHHWE - wHHEE BERAGZ
assets and liabilities: HEE -
2008
ZET)N\F
HK$'000
FAEIT
Revenue W=
Total revenue of reportable segments 235 2B 7 485 F) 633,832 685,134
Unallocated amounts THsEH B - =
Consolidated revenue ZEUES 633,832 685,134
Profit or loss | 9 =
Total profit or loss of reportable Exa b oV vl g
segments 69,914 41,063
Unallocated amounts: THEHE -
Interest income B A 178 2,661
Corporate income EWE 2,073 26
Loss on financial liabilities at fair value AT EE AIBZEEER
through profit or loss EA =Nt (761) (1,487)
Impairment loss on available-for-sale A E SR E E 2R ERTE
financial assets - (6,303)
Corporate expenses ERT (19,755) (18,984)
Finance costs REE AR (1,610) (2,449)
Income tax expense FTie iR (12,239) (5,892)
Consolidated profit for the year FRERE 5 T 37,800 8,635
Ka Shui International Holdings Limited
) g
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Notes to Consolidated Financial Statements (Continued)

]
IRE TS RARMEE (B8)
For the year ended 31 December 2009 # 2 —EENF+ A =+—HIFE
8. SEGMENT INFORMATION (Continued) 8. HEFR(H)

Reconciliations of reportable segment revenue, profit or loss,
assets and liabilities (Continued):

SIS - B FIEE
AR (88) -

BENABZ

Assets &iE
Total assets of reportable segments 1$& DEb AR A E 560,015 489,144
Unallocated amounts: SEEER -
Current tax assets Eﬂ,ﬁﬂﬁlﬁ’éé 1,600 1,118
Corporate assets EEE 200,881 211,835
Club membership SHTeHE 718 718
Investment in a jointly controlled entity % EIEH| FEE 2 K E - 7,470
Consolidated total assets SEMEE 763,214 710,285
Liabilities =L
Total liabilities of reportable segments iiﬁz“*ﬁﬁﬁﬁﬁ 97,698 82,852
Unallocated amounts: DEEHE
Corporate liabilities ﬁ%ﬁ & 1,876 958
Financial liabilities at fair value through  1&2A T @it ABzEN
profit or loss SRBE - 3,047
Short term borrowings EEAfE R 40,046 25,439
Long term borrowings REER 35,179 24,346
Obligations under finance leases BhE FH 4 RdE 24,191 31,929
Current tax liabilities BNEATEIE & & 6,932 466
Deferred tax liabilities FERIEEE 1,608 1,608
Consolidated total liabilities SRR E 207,530 170,645
Other material items - depreciation HfhE KEHE —TE R
and amortisation
Total depreciation and amortisation of 2O EPLAITE 5
reportable segments 36,811 31,056
Unallocated amounts: THfEEAE
Depreciation of property, plant and EAYE - W REHETE
equipment for corporate use 2,662 1,451
Consolidated depreciation and A TTE R
amortisation 39,473 32,507
Other material items - additions to H{ttE AER — IR EIEERL N
non-current assets
Total additions to non-current assets of 25 P 4EIERENE =12 N
reportable segments 42,256 71,281
Unallocated amounts: THEEHE -
Additions to non-current assets for ERAIERBIE N
corporate use 35,276 59,220
Consolidated additions to non-current 4z & FERENE ELE N
assets 77,532 130,501

Apart from the above, the totals of other material items B Ealioh RO EREENEMEKRIEE
disclosed in the segment information are the same as the R RHERLR S REHER) ©

consolidated totals.

Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE
8. SEGMENT INFORMATION (Continued) 8. 7WEHR(E&E
Geographical information: M@ B

Revenue Non-current assets

g ERBEE
2009 2008 2009 2008

—BTAE ZTT/\F —BENE ZTTN\F
HK$000  HK$'000  HK$000  HK$'000
FET FET FET FET

Hong Kong B8 344,842 413,821 22,790 5,723
PRC except Hong Kong B (BRI 59,625 78,943 400,473 391,506
Japan SR 113,226 90,934 - -
Others Hith 116,139 101,436 - -
Consolidated total AR 633,832 685,134 423,263 397,229
In presenting the geographical information, revenue is based on SR BRI - WS R AR P R AR
the locations of the customers. £o
Revenue from major customers: RAXTERP 2 W
2008
—ETNF
HK$'000
FETL
Zinc alloy die casting components HAESBREHDEL
segment
Customer a ZFa 121,024 124,672
Customer b ZFEDb 126,882 80,827
Magnesium alloy die casting EE RS EL
components segment
Customer a ZFa 5,946 7,862
Customer ¢ ZFEc 112,483 90,120

Aluminium alloy die casting components 84 4 B {45 &6

segment
Customer a ZFa 103,200 84,453

Ka Shui International Holdings Limited
o Im BB BR A A



9.

10.

Notes to Consolidated Financial Statements (Continued)

RAMBERANEE (E)

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

FINANCE COSTS

Interest expenses on bank overdraft

RITBEX REFRHMBFRX

AR

2008
—BENF

HK$'000
FET

and loans 942 1,333
Finance lease charges REMA ST 668 1,116
1,610 2,449

INCOME TAX EXPENSE

Current tax — Hong Kong Profits Tax

BIEATHIR —BA R

10. FIEBiRAx

2008
“ETENF

HK$'000
TETT

Provision for the year AN B 1,752 5,290

Over-provision in prior years BAFERERE (49) 69)
Current tax — PRC enterprise income tax B Ef{1E — 1 B b 2 FT/5

Provision for the year NS R 10,536 191
Deferred tax (note 31) EIERIB (MfaE31) - 480
Income tax expense 12,239 5,892

Hong Kong Profits Tax has been provided at a rate of 16.5%
(2008: 16.5%) on the estimated assessable profits of Hong
Kong incorporated subsidiaries for the year ended 31
December 2009. Two of the Hong Kong incorporated
subsidiaries, Ka Fung Metal Manufactory Company Limited and
Wing Yu (Far East) Industries Company Limited, are within the
scope of the Departmental Interpretation Practice Note No. 21
issued by the Inland Revenue Department of Hong Kong, that
they conducted their manufacturing operations by entering into
processing arrangements within the processing factories in the
PRC, and hence 50% of the adjusted profits were treated as
offshore and not taxable in Hong Kong. No provision for Hong
Kong Profits Tax is required for Ka May Metal Manufactory
Company Limited and Ka Shui Technology Limited since they
have no assessable profit for the year.

Annual Report 2009

HE_ZTNF+_A=T—HLLEFEZSE
EASTARIEE ST B AR 2 Gt R
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BEMARARRKR(RR)EEERA
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Notes to Consolidated Financial Statements (Continued)
I

RAMBERANEE (E)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

10. INCOME TAX EXPENSE (Continued) 10. FABHiIAX (&)

The new PRC Enterprise Income Tax (“EIT” ) law passed by the
Tenth National People’s Congress on 16 March 2007 introduces
various changes which include the unification of the EIT rate for
domestic and foreign enterprises at 25%. The new tax law was
effective from 1 January 2008. This tax rate is applicable to Ka
Yi Technology (Huizhou) Company Limited.

According to E12%[2007]55395% (Guofa [2007]39) issued by the
State Council dated 26 December 2007 regarding enterprises
established and operating in Shenzhen Special Economic Zone,
the applicable EIT rates are as follow:

Year F4

2008 —ETNF
2009 —ETANF
2010 —T—TF
2011 —F——%F
2012 —T——F

MG Technology (Shenzhen) Company Limited is an enterprise
established and operating in Shenzhen Special Economic Zone,
and hence, it would have to file its quarterly EIT returns at 20%
EIT rate in 2009.

Ka Shui Technology (Huizhou) Company Limited, Ka Fung
Industrial Technology (Huizhou) Company Limited and Ample
Wealth Property Developments (Huizhou) Limited have no
assessable profits since their establishment and hence no
provisions were made during the year.

No provision for income tax in jurisdiction other than Hong Kong
and the PRC has been made as the Group has no assessable
profit subject to overseas income tax for the year ended 31
December 2009 (2008: Nil).

R-FZLF=A+ANBEE+REEEARRK
KRG LRBZHPBEMEMAEN([HRE
IS A £ L REBHBREA—RINE
EREZEEMREVERR25%  HBER =
TTN\F— A HREY - HEFEANEE
HEER GEM) BRARR] e

BREEKREN —TZLF+ A -+ B#
ORI B R AL R A& 2 3R 2 B
B [2007) £ 395% A 2 R EMEH X
T

EIT rate
SEFRBHE

18%
20%
22%
24%
25%

RN AIE SRR (R BR AR R RINE
PERRERINEEZEE  RER-_ZT
NERZ20% PEFEHEARTELE
PRSHL

St (EMN) BRAR - ZETERK
(B ERAAREEMEREENE
PR A] B BCIL AR B ER TR A - #R A
FRIEARAVLEE -

HRAEEREBE _ZTNF+-_A=+—
B I F R EEINASHARR 2 ERTOEH
—ETN\F  E) RBARBTERPEINA

SMbR 2 BIEEERBLATS UL EE -

Ka Shui International Holdings Limited
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Notes to Consolidated Financial Statements (Continued)

The reconciliation between the income tax expense and the
product of profit before tax multiplied by the Hong Kong profits
tax rate is as follows:

]
e IR RN (48)
For the year ended 31 December 2009 &%= —EZNF+ - A=+—HIFFE
10. INCOME TAX EXPENSE (Continued) 10. FrSHiMA (&)

FF 185 B sk BRSO SR LA B S R SR R
KA EASRERNHIRNT

2008
—ZETNF
HK$'000
FEr
Profit before tax B A0 A A1) 50,039 14,527
Tax at Hong Kong profits tax rate at BREABNEBHE16.5%
16.5% (2008: 16.5%) ZZT\F 1 16.5%)
STEMHRIE 8,256 2,397
Tax effect of expenses that are AR A S A
not deductible b2 2,682 3,169
Tax effect of income that is not taxable — THZE =R 5 Ug A HIFH 7% 52 2 (830) (106)
Tax effect of temporary differences AERERFE=ENTBE
not recognised = 3,946 2,632
Tax effect of utilisation of tax losses BEARERF BRIEEEZ
not previously recognised migTE (748) -
Over-provision in previous year BAEFERERE (49) (69)
Over/(under)-provision for current year ~ NEEiBEaEME, (BETL) 183 (574)
Effect of different tax rates of subsidiaries BB A &% RN BT 55 2 (1,201) (1,557)
Income tax expense FriSFiR 12,239 5,892
Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)

—
R BRI ()

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

11. PROFIT FOR THE YEAR ATTRIBUTABLE TO 11. A& F#FiFE ABGERER
OWNERS OF THE COMPANY

The Group’s profit for the year attributable to owners of the REEBFERNHMEMNE (5T A) TF&
Company is stated after charging/(crediting) the following: =
2008
—ZETNF
HK$’000
FEIL
Allowance for doubtful debts REREAE 2,715 224
Allowance for inventories (included in GFERE(BEERE
cost of inventories sold) FERAT) 4,732 1,108
Auditor’s remuneration ZEREN & 871 752
Bad debts written off AR SH - 867
Reversal of allowance for doubtful debts 5 BE 18 {# B 1 628 =
Cost of inventories sold BEFENKA 451,768 523,172
Depreciation of property, plant VI - R RRE
and equipment e 39,473 32,507
(Gain)/loss on disposal of property, HEYE MR REER
plant and equipment and prepaid A tuiEez (W),
land lease payments E518 (1,665) 74
Loss on financial liabilities at fair value 32 A F{Ezt AIBZSEREY
through profit or loss TRIBERE 761 1,487
Impairment loss on available-for-sale At ESRmEERN
financial assets RIEEE - 6,303
Net exchange loss/(gain) PE H &8, (Was) 550 (2,794)
Operating lease charges in respect of 3 R FLSLFALY
land and buildings e 3,404 2,316
Research and development expenditure A 2%FH % 2,517 6,717
Staff costs: BT :
Directors’ emoluments (note 12(a)) EE=WE (Mt 12@) 8,742 9,594
Wages and salaries TERF G 130,242 124,007
Equity-settled share based payments DARS A 45 & LARZ (D
(excluding directors) SRMFIE(TRIEES) 2,213 4,725
Others staff benefits HiE TER 8,578 4,279
Retirement benefits scheme RONEFFT B
contributions (excluding directors) (TBEES) 2,920 5,689
152,695 148,294
Cost of inventories sold includes staff costs, depreciation and EEFEXRABIEETRA  TEREEMR
operating lease charges of approximately HK$138,776,000 #)H 2 #138,776,000 8 T (=TT N\ F :
(2008: HK$128,230,000), which are included in the amounts 128,230,000 7T) * HEE & B 5 AlIHE -

disclosed separately.

Research and development expenditure includes staff costs of MERTPBREBLHEENE THNALD
approximately HK$1,471,000 (2008: HK$2,580,000), which are 1,471,000 7L (ZZFZ A\ : 2,580,000
included in the amounts disclosed separately. JC) °

Ka Shui International Holdings Limited
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Notes to Consolidated Financial Statements (Continued)

=
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VISR M (A8

For the year ended 31 December 2009 &%= —EZNF+ - A=+—HIFFE

12. EMOLUMENTS OF DIRECTORS (KEY
MANAGEMENT PERSONNEL) AND HIGHEST

PAID EMPLOYEES

(a)

Emoluments of directors (key management
personnel)
The emoluments of each director were as follows:

12. EE(FEEBAE)WERES

#EE
(a) EB(ZEEBARMS
FERNMESIT :

Retirement
benefit
Salariesand  Discretionary  Share-based scheme
Name of director Fees allowances bonus payments  contributions
NRELE BAER
ESp? e  HeREM g4 ZHE SRR
HK$'000 HK$ 000
Year ended 31 December  HZ=ZENE
2009 t=B=t-H
Executive directors HTES
Mr. LEE Yuen Fat TRERE - 2,313 171 198 12 2,694
Dr. KEUNG Wing Ching TR - 1,898 143 135 12 2,183
Mr. WONG Wing Chuen ERLE - 1,022 76 134 12 1,244
Mr. CHAN Tat Cheong, Alan P22 K& - 1,262 % 126 12 149%
Mr. ZHAO Jian BEEE - 570 - 87 7 664
Independent non-executive By iTEE
directors
Mr. SUNKai Lt, Clfees, /o FAR(512% Ees, o 150 - - - 150
Ir Dr. LO Wai Kwok B3S, M+, Jp ~ EfEEI 5 L8RS, MH, 150 - - - 150
Mr. YEOW Hoe Ann, Jon - $kAI% 54 150 - - - 150
M. Ancrew LOOK BREE 12 - - - 12
Total for 2009 “EENES 462 7,080 485 680 55 8742
Yearended 31 December  HZ=ZENE
2008 +ZB=1-A
Executive directors YTEE
Mr. LEE Yuen Fat TREEE - 2,491 - 384 12 2,887
Dr. KEUNG Wing Ching EXEREL - 1,988 - 260 12 2,260
Mr WONG Wing Chuen EIRLE - 962 - 260 12 1,24
Mr. CHAN Tat Cheong, Alan 22554 - 1,300 - 247 12 1,559
Mr. ZHAO Jian BRLE - 939 - 256 9 1,204
Independent non-executive FuFEHTES
directors
Mr. SUN Kai Lt, Clf 38, oo 7R3 % Ees, o 150 - - - - 150
Ir Dr. LO Wai Kwok 83S, MH, > EfE {5 1885, Wk, )P 150 - - - - 150
Mr. YEOW Hoe Ann, Jon - kA% 54 150 - - - - 150
Total for 2008 “EE )\ 450 7,680 - 1,407 57 9,594

There were no arrangements under which a director
waived or agreed to waive any emoluments during the

year (2008: Nil).

Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)
I

RAMBERANEE (E)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

12. EMOLUMENTS OF DIRECTORS (KEY 12 E=(XEZEBAE)MELRES

MANAGEMENT PERSONNEL) AND HIGHEST HES (&)
PAID EMPLOYEES (Continued)
(b) Five highest paid individuals (b) EEBRESHFAL
The five highest paid individuals in the Group during the AEENRAERSHFATEFEIZ(Z
year included 4 (2008: 5) directors whose emoluments TENF 5%)EF  FAMESFE
are reflected in the analysis presented above. The HN EXHDN - REBEZFTNF
emoluments of the remaining individual for the year ended +TZA=+—HLEFEHTESHFA
31 December 2009 are set out below: THMEST
2008
—ETN\F
HK$'000
FET
Basic salaries and allowances BEARFI KRR 912 -
Discretionary bonus BB TEAT 68 -
Share-based payments LARGHEAEE « 508 178 =
Retirement benefit scheme RIRE AT B TR
contributions 12 -
1,170 =
The emoluments fell within the following band: e N FIATEE :

Number of individuals

AE
2009 2008
—EENF —ETNF
HK$1,000,001 to HK$1,500,000 1,000,001 21,500,000/ 7T 1 —
During the year, no emoluments were paid by the Group FA - AEBYERNESTHIESHTA
to any of the directors or the highest paid individuals as TR AHERIVER I AN SR E Ry sk 2 14
an inducement to join or upon joining the Group or as KRB BRI HE B -

compensation for loss of office.

Ka Shui International Holdings Limited
o Im BRI B BR A A



Notes to Consolidated Financial Statements (Continued) >
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A MBERARNEE (E)

For the year ended 31 December 2009 &%= —EZNF+ - A=+—HIFFE

13. DIVIDENDS 13. KE
2008
ZETNEF
HK$'000
T
Interim of HK$0.021 (2008: Nil) per ENERERR0.021 8T
ordinary share paid ZETNGF  E) 2R 18,480 -
Proposed final of HK$0.011 FE@EAR0.011 8T
(2008: HK$0.006) per ordinary share (ZZBZ/)/\F : 0.006/&7T)
ZEFERARE 9,680 5,280
28,160 5,280
14. EARNINGS PER SHARE 14. BRER
Basis earnings per share BREARER
The calculation of basic earnings per share for the year ended REXRBFDODBEHEE ST ALF T+
31 December 2009 is based on the profit attributable to owners A=+ RALEFEARARARAERIFAEA
of the Company of approximately HK$37,800,000 (2008: JFE {5 B9 3% F| 49 37,800,000 L (Z B E )N\
HK$8,635,000) and the weighted average number of ordinary £ : 8,635,000 7T) REFENE FHITH INHE
shares of 880,000,000 (2008: 880,000,000 in issue during the SF 15 38 A% 880,000,000 % ( Z B E )\ £ :
year. 880,000,000 %) 5+ & -
Diluted earnings per share BREEER
No diluted earnings per share are presented as the Company HRARNREHEZE _EEN\EFER_ETNF
did not have any dilutive potential ordinary share during the two T A=+ —HIEZREFE AL & BT
years ended 31 December 2009 and 2008. SERD  BURERYBREERF o

Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)

I
ARE BT ER R MR ()
For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE
15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - HINRE

Group
A58
Furniture,
fixtures and
Leasehold Plantand ~ Computer office Motor  Construction

Buildings improvements  machinery  equipment  equipment vehicles  in progress Total
fh - Bl
#£ER
Br HENEEE  HERRE EERE  WATRG hE FRIR st
HK$000 HK$'000 HK$000 HK$'000 HK$'000 HK8'000 HK$'000 HK$'000

T—
TIET

Cost A
At1 January 2008 REE\F-A-A 57,462 3,949 205,588 6,468 7610 7229 27,046 315,352
Accuistion of a subsiciary  EA—HHEAR]

(note 35(1) (Hizt3s) 282 1,138 5,686 118 I 3 = 9876
Adoftions E 2990 1,716 47010 47 22 1,296 55,422 108933
Disposd e - - (4109 (1,169 35%) 350) : 9224
Exchange difference EiEE 297 - 9.207 2 1 l 2486 15,130
At 31 December 2008 and R=FF/\F

1 January 2009 +-R=+-Rk

“EENE-F-R 66,244 6,808 263,385 5,922 4,275 8,484 84,954 440,067
Acuistion of a subsiclary A —EHEAT

(nofe 35(b) (Htsa) - - - - - 168 - 168
Transfer &7 75,044 7994 %7 - - - (83,99) -
Additions hE 6,690 16,454 42652 287 1,592 2,066 5,363 75,019
Disposa te 8% (287) (1389 %) 1808) 1907) - 6252
A1 December 2000 W-ZBNE

tZR=+-H 145,115 30964 305,606 6,175 5019 9,811 6,312 509,002
Accumulated ZithE

depreciation
At1 January 2008 N-FENE-A-A 8,039 2,161 67,063 2,958 6,241 3,715 - 90,772
Charge for the year @I 3,480 138 24,591 1,38 532 1,187 - 32,907
Disposal e = = (4,10 (1,169 (3560) (g - (0119
Exchangediference ~ EXZE 500 - 1843 2 112 9 - 2575
At 31 December 2008and W-FEN\E

1 January 2009 tzR=1+-Ak

“EENE-A-R 12019 3,543 89,991 3,190 3,325 4673 - 116,741
Charge for the year il 4,768 2,762 29,030 1,301 489 1,123 - 39473
Disposel il 819 (255) (1,199 9 603) (460) - (2.839)
At31December 2000 W-ZBNE

t2R=+-8 16,469 B0 11788 4482 3211 53% - 15336
Carrying amount REE
At31 December 2009 M=FETNE

+Zh=1+-A 128,646 24,914 187,778 1,693 1808 4475 6,312 305,626
M31December 2008 R-EFN\E

tZR=+-H 54,225 3,260 173,394 2,132 990 3811 84,954 323,326

m Ka Shui International Holdings Limited
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Notes to Consolidated Financial Statements (Continued)

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

15. PROPERTY, PLANT AND EQUIPMENT

(Continued)

The carrying amount of property, plant and equipment pledged
as security for the Group’s banking facilities amounted to
approximately HK$5,588,000 (2008: HK$2,527,000).

The Group leases plant and machinery and motor vehicles
under finance leases expiring from 3 to 5 years. None of the
leases include contingent rentals.

The net carrying amount of plant and machinery and motor
vehicles held by the Group under finance leases amounted to
approximately HK$37,201,000 (2008: HK$45,283,000).

Included in buildings was a property of approximately
HK$5,588,000 of which the title has not been transferred to the
Group as certain legal processes necessary for the acquisition
have not been completed.

16. PREPAID LAND LEASE PAYMENTS

RAMBERANEE (E)

15. ¥ - HBRRRE (B)

BR TE {8 %) /% 5,588,000 7T (— B E )\ 4F ¢
2,527,000 70) M - B RELHFEEL
B - (EAAEEMNRITEERER

AEERBEROERRSEITE - RH=
ERF - BHXTEBRIAES -

AEEZBMERYMSHESE R TERNIR
E{E 4 A37,201,0008 T ( ZEE N\ &F :
45,283,000/ 7T) ©

BT iE—E4)1E 5,588,000 7T 2 M3 -
N BRI BHAERIEFARTTK © T
NEBBENAEBEEAER -

16. AfTLiAE

<

2008
—EEN\F
HK$’000
FET
At 1 January w—H—H 35,625 33,893
Additions NE 14,119 -
Amortisation of prepaid land lease SEU R mabehicheR £
payments (679) (269)
Disposal HeE (630) -
Exchange difference PE R =% - 2,001
At 31 December Rt+=—B=+—H 48,435 35,625
Annual RepOﬁ 2009
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Notes to Consolidated Financial Statements (Continued)

|
= A = 1y (43
RE BRI ()
For the year ended 31 December 2009 8 Z —FFAF+ A =1+—HIFE
16. PREPAID LAND LEASE PAYMENTS (Continued) . AL (F)
The Group’s prepaid land lease payments are analysed as AEEENTHBASOTAT -
follows:
2008
—ET)N\F
HK$'000
FAEIT
In Hong Kong: BBENA :
Medium-term leases REfE 14,044 634
Outside Hong Kong: BB
Medium-term leases FEIEE 34,391 34,991
48,435 35,625
The carrying amount of prepaid land lease payments pledged as BRTEE 4 A 14,044,0008 L (Z2ZT )\ F :
security for the Group’s banking facilities amounted to 634,000 7T ) TN TS B EEA -
approximately HK$14,044,000 (2008: HK$634,000). ERAEEMERITEENER -
Included in prepaid land lease payments is one (2008: two) AN THESBE—R(CZEZN\SF - Wig)
parcel of land amounted to approximately HK$7,286,000 (2008: S HAHEA7,286,0008 T (ZTZTN\F
HK$24,493,000) of which the Group is in the process of 24,493,000/870) 2 i - AEBIEEAH
applying for the land use right certificate, which has not yet BT ARERE  EREEENRER
been issued by the relevant government authority in the PRC. B BB AT R B -
Included in prepaid land lease payments is one (2008: Nil) AN THEHeRE—RB(ZTT)\F: &)
parcel of land amounted to approximately HK$14,044,000 of #11E14,044,0008 c 2 T - AREEE
which the title has not been transferred to the Group as certain BT ZME TEAEIBF AT - FTAEE
legal processes necessary for the acquisition have not been BREMAEBREAREE -
completed.
17. INVESTMENTS IN SUBSIDIARIES . HEARNRE
Company
¥ NN
2009 2008
—EENEF —ET)NF
HK$°000 HK$’000
FET FETT
Unlisted investment, at cost JEFTHIRE (R AT E) 10,000 10,000
The amounts due from/to subsidiaries are unsecured, interest- e ENHBARZIEAEERR  RER
free and have no fixed terms of repayment. A 4% (B TE A SRR o
38 Ka Shui International Holdings Limited
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Notes to Consolidated Financial Statements (Continued)

17. INVESTMENTS IN SUBSIDIARIES (Continued)

For the year ended 31 December 2009 &

Particulars of the subsidiaries as at 31 December 2009 are as

follows:

Ka Shui (Holdings) Company Limited
FnEE (BR) BRAR

Ample Wealth Developments Limited

EERRARLA

Ka Fung Metal Manufactory
Company Limited
RECBARMARAR

Ka Shui Manufactory Co., Limited
FhERARAA

MG Technology (Shenzhen)
Company Limited
gleERE (M) BRAF

Ka Shui Technology (Huizhou)
Company Limited
SRt (EM) BRAR

Place and date of
incorporation

AEMER LR K% A

British Virgin Islands
(‘BI)

RBRAEE
(RERELES))

BVI
RBRAKS

Hong Kong
Bk

Hong Kong
Bk

The PRC
G

The PRC
RE

Issued and

fully paid up
share capital/
registered capital

BRIRAZRE/
HREX

369,093 ordinary shares of
US$0.1 each

369,093 B E(E
QIR EBR

1 ordinary share of
US$1 each
1REREEIFT SRk

10,000 ordinary shares of
HK$1 each

10,000 BIREE
BTz EBR

100 ordinary shares of
HK$100 each

100REHRE(E
100872 KB

Registered capital
HK$150,000,000
FEHTHE 150,000,000 7T

Registered capital
HK$110,000,000
#EHTE75110,000,000% 70

mE—FEE

— ==

Percentage of ownership

power/profit sharing

Indirect

[}

100%

100%

100%

100%

100%

WIS ERA ML ()

NFFZA=+—HIFFE

17. HHB 2 RMERE (&)
R-TENF+-A=+—0  WBATHF

Principal activities

Investment holding

RERR

Investment holding

RERR

Manufacture of zinc alloy
die casting products
and components

tEFEEREER
REHH

Sale of zinc, magnesium and
aluminium alloy die casting
products and components

HES HRASEEE
EmREHH

Sale and manufacture of
magnesium and
aluminium alloy die casting
products and components

HEREERRESS
EERERREHH

Inactive

LEXH

Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)

2 A
AREH

17. INVESTMENTS IN SUBSIDIARIES (Continued)

*

Elegant Shine Investments Limited

TEREERLA

VIS ERA ML ()

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

Place and date of
incorporation

AEMA AR B A

BVI
REELHS

Ample Wealth Property Developments The PRC

(Huizhou) Limited
BEMRRE (BN ARAA

Ka Shui Technology Limited
B EERAR AR

ik

Wing Yu (Far East) Industries
Company Limited
K (ER)BEBRAR

Ka Yi Technology (Huizhou)
Company Limited
FERREM) BRAR

Ka May Metal Manufactory
Company Limited
EXeBERERAR

Ka Fung Industrial Technology
(Huizhou) Company Limited
FETERR (M) BRAA

"

Hong Kong
&k

Hong Kong
Bk

The PRC
PE

Hong Kong
Bk

The PRC
RE

Issued and

fully paid up
share capital/
registered capital

BERTRAZRE/
EMER

1 ordinary share of
US$1 each
1REREEIZT SRk

Registered capital
HK$6,800,000
FHE 756,800,000

10,000 ordinary shares of
HK$1 each

10,000 BiREE
BTz EBR

100,000 ordinary shares of
HK$1 each

100,000R SR EE
BTz EBR

Registered capital
HK$20,000,000*
&7 20,000,000 87 *

1 ordinary share of
HK$1 each
1REREE BT ERR

Registered capital
HK$2,000,000
FHIE A2,000,00057T

As at 31 December 2009, only HK$12,000,000 had been paid up.

17. BB ARNRE (&)

Percentage of ownership
interest/voting
power/profit sharing
FEibEs REE/
EAERL
Direct Indirect

E# 3

Principal activities

IREH

- 100%  Inactive

LEXH

- 100%  Inactive

i3

- 100%  Investment holding

AR

= 100%  Provision of surface finishing
treatment services

RHAEEE RS

- 100%  Sale and manufacture of
zinc and aluminium alloy
die casting products
and components

HEREEHREAS
EREmREHH

- 100%  Inactive

LEZH

- 100%  Sale and manufacture of
products and components
with plastic contents

REREESEREAL
EmREHH

R-_ZFEFAFF+-_HA=+—H RE
12,000,000 T E#1S °

Ka Shui International Holdings Limited
EnBEIER AR AR
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For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

17. INVESTMENTS IN SUBSIDIARIES (Continued) 17. HWEARNIRE (&)

MG Technology (Shenzhen) Company Limited, Ka Shui BIEERIBFCRY)BRAT - 2 (E
Technology (Huizhou) Company Limited, Ample Wealth Property MYBRAE - E2MERE(EMNBRA
Developments (Huizhou) Limited, Ka Yi Technology (Huizhou) Al ZERE(BMN) BRARTREEETE
Company Limited and Ka Fung Industrial Technology (Huizhou) B (M) BR AR AR B2 NGB
Company Limited are wholly-foreign owned enterprises B o

established in the PRC.

18. INVESTMENT IN A JOINTLY CONTROLLED 18. ¥ Ei4|=SRmWIRE
ENTITY

2008

—EENF

HK$'000

FETL

Unlisted investment JELETHIRE

Share of net assets FEREEFE - 7,470

Details of the jointly controlled entity at 31 December 2009 are REZEThF+ZA=+—BArEEZ XM
as follows: EHEEFBOT ¢

Percentage of

ownership
Place of Issued and interest/
registration paid up capital profit sharing  Principal activities
3y 4y
S 26 ERTRBRER waANEAE  FEEEK
Ka Shui Yinguang Technology The PRC Registered capital of 40%  Manufacture of
(Wenxi) Limited o RMB20,000,000 magnesium alloy die
Eintot R (HE) BRAR AMERARE casting products and
20,000,000 7T components
HESZAeBEN
REEH
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

18. INVESTMENT IN A JOINTLY CONTROLLED 18. ${iHEE4IE®HWIRE (8)
ENTITY (Continued)

The following amounts are the Group’s share of assets, AT RSB EZIERIER ERHNEE
liabilities, turnover and expenses of the jointly controlled entity BE SEBENEIIHEE  JIRERET
that are accounted for and included in the Group’s financial EEARE B IERIRATIE o

statements using equity method of accounting.

2008
ZZETENF
HK$'000
FEIL
At 31 December R+=—A=+—H
Current assets MENVEE - 2,798
Non-current assets ERBEE - 5,386
Current liabilities mBAE - (714)
Net assets BEFEE - 7,470
Year ended 31 December HE2+—A=+—HIFE
Turnover BER - 2,818
Other income EuA - 34
Expenses X - 4,144
Group’s share of loss of the REESMHEEZEHERZ
jointly controlled entity for the year FAEE - (1,292)
The Group disposed the investment in a jointly controlled entity AEEREE_TTAF+-_A=1+—H1t
during the year ended 31 December 2009 at a consideration of FE AN AA R 5,500,000 158 & ¥ R
RMB5,500,000. This disposal incurred a loss of approximately THIERBOIRE o LHERREBTRLY
HK$298,000 for the Group. 298,000/ T2 182K ©

Ka Shui International Holdings Limited
o Im BB BR A A
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RAMBERANEE (E)

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

19. AVAILABLE-FOR-SALE FINANCIAL ASSETS

20.

21.

19. AHEESHEE

2008

—ET)\F
HK$'000
FBT

Unlisted equity, at cost FEETIARAS (B ANETH &) 8,303 8,303

Impairment loss BB ETE

(8,303) (8,303)

Unlisted equity is carried at cost as it does not have a quoted
market price in an active market and the range of reasonable
fair value estimates is so significant that the directors of the
Company are of the opinion that its fair value cannot be reliably
measured.

DEPOSITS PAID FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT AND
PREPAID LAND LEASE PAYMENTS

At 31 December 2009, included in deposits paid for acquisition
of property, plant and equipment and prepaid land lease
payments was a deposit of approximately HK$9.7 million (2008:
HK$9.8 million) paid to a related company, Chit Shun Machinery
Limited, for the acquisition of machinery.

INVENTORIES

RN IE LR B R T ISRE - MakE
RFEGBTOEEXAK - ARREERR
HAVFETEEEAE - BOFLMRARE
THERAN AR

20. ANBEYERE EERREKE
LS RE

R-BTZAE+-_A=1+—0 H#ENBE
Y - MERZEREMLHES 2 ZESE
TEBLIE B A S T M — R B A Rl R AR
REARATXT 21ZE 479,700,000 AT
(ZZZ)\F : 9,800,000 & JT) °

21.

3t
s
M

2008

—EENF

HK$'000

FET

Raw materials B R 64,435 62,831
Consumables supplies and spare parts i m R ERZE4E 8,554 6,070
Work in progress TR 34,714 26,719
Finished goods SUEK 27,562 30,604
135,265 126,224
Less: Allowance for inventories W FERE (4,732) (1,108)
130,533 125,116
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RAMBERANEE (E)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

22. TRADE RECEIVABLES

The Group’s trading terms with customers are mainly on credit.
The credit terms generally ranged from 30 to 90 days (2008: 30
to 90 days). Each customer has a maximum credit limit. The
Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by the
directors. The ageing analysis of trade receivables, based on
the invoice date, and net of allowance, is stated as follows:

22, ESEWRIE

AEFBEBE 2R GRS MEEHNE
T EEHBEAOBEEATE(=ZE
TN\F:30BZE0H) EEFHYAEERES
EEREE - AEBEBNEIRIEHIERUEZ
FEUGRIE - EFE m R FGETTE AR E -
ERNBZAHE S BB NRITN)
ZERE DT ¢

2008

—TEN\F

HK$'000

FEIL

0 to 30 days T E30H 69,725 52,245
31 to 60 days 31HZ60H 24,522 21,572
61 to 90 days 61HZ290H 13,454 13,983
91 to 180 days 91HZ=180H 3,376 9,084
Over 180 days 180H A E 678 561
111,755 97,445

The carrying amounts of the Group’s trade receivables are
denominated in the following currencies:

B RWSRREETIA TS BB

2008
—“ET)N\F

HK$’000

FET

HK$ BT 29,565 10,289
usD e 73,788 69,248
RMB AR 7,599 16,194
Others Hib 803 1,714
111,755 97,445

At 31 December 2009, an allowance was made for estimated
irrecoverable trade receivables of approximately HK$3,204,000
(2008: HK$1,053,000).

2

R-ZZETAE+-_A=+—8 " Bitfast
EENE 2 E P RERFIBELNBED
3,204,000/ 7L (ZZ =)\ F : 1,053,00078
JC) °

Ka Shui International Holdings Limited
EnBEIER AR AR
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RAMBERANEE (E)

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

22. TRADE RECEIVABLES (Continued)

23.

Reconciliation of allowance for trade receivables:

22, ESEWFIE (&)
2 5 R TE R 2 Y

2008

—ETNF

HK$'000

FEITL

At 1 January m—A—H 1,053 803
Allowance for the year REE B 2,715 224
Reversal [o] % (628) =
Exchange differences PEH Z=XE 64 26
At 31 December Rn+—-_A=+—H 3,204 1,053

At 31 December 2009, trade receivables of approximately
HK$13,241,000 (2008: HK$38,609,000) were past due but not
impaired. These relate to a number of independent customers
for whom there is no recent history of default. The ageing
analysis of these trade receivables, based on the due date, is as
follows:

318 AR
45618 A
61E A A E

Up to 3 months
4 to 6 months
Over 6 months

RZEZAFE+ZA=Z+—-B " #H
13,241,00078 7T (=TT /\4F : 38,609,000
BIT) M E 5 e W R IA 5 i H 8 R R (A 7
- REFARER S AW A RN
NEFAR - SRS EIGAERERRIEA
HRRER DA

2008
—ETN\F

HK$000
FET

12,532 34,861
709 2,655
- 1,093

13,241 38,609

PLEDGED BANK DEPOSITS AND BANK AND
CASH BALANCES

The Group’s pledged bank deposits represented deposits
pledged to banks to secure banking facilities granted to the
Group as set out in note 30 to the consolidated financial
statements. The deposits were denominated in HK$ and
arranged at floating interest rate ranging from 0.1% to 1.0% per
annum (2008: 2.0% to 2.8% per annum) and therefore are
subject to cash flow interest rate risk.

Annual Report 2009
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EERFRITEFRERTRESLE
2
AEEBIFRITERIEH NGRS VIEIHRE
M0 BMASLE ARBRITEEMEA
FIRITME  ZETFFABTAEMN - N
FHREOA%E1.0% (ZFTNF 1 20% =
2.8%) RZBFIRFTE - (ARSI RERE
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<

ZETNFFR

05

>



Notes to Consolidated Financial Statements (Continued)
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

23. PLEDGED BANK DEPOSITS AND BANK AND

CASH BALANCES (Continued)

Bank and cash balances amounted to approximately
HK$62,948,000 (2008: HK$25,944,000) were denominated in
RMB. Conversion of RMB into foreign currencies is subject to
the PRC’s Foreign Exchange Control Regulations and
Administration of Settlement, Sales and Payment of Foreign
Exchange Regulations.

The carrying amounts of bank and cash balances are
denominated in the following currencies:

23.

EEFRITEFREBRTRESE
& (&)

$R1TMIR S 462,948 0008 L (- EE
J\EE : 25,944,000 78 70) AN R REAL
AR R HNE S oh B HMNE B 1R 5 15) I 45
b - EEE R EEIRAA TR -

RITEASERIEMENTIEERE

i :

Company Group

EN ES
2009 2008 2009 2008
—EEAFE ZTTN\F ZBEAFE —ITTN\F
HK$’000 HK$'000  HK$' 000 HK$’000
FET FET FET FHT
HK$ BT 75 118 2,637 34,570
usb eI - - 12,301 13,618
RMB AREE - - 62,948 25,944
Others Hi - = 285 808
75 118 78,171 74,940

The bank and cash balances earned interest at floating interest
rate ranging from 0.01% to 0.4% per annum (2008: 0.01% to
2.8% per annum).

RITRIBESBHRNVEEFIERFFE0.01%
ZOA% BN B(ZEZENE : FH X
0.01% &£ 2.8%) °

24. TRADE PAYABLES 24, EZENLFRIE
The ageing analysis of trade payables, based on the date of B SR RERERE A B 8RR 2T
receipt of goods, is as follows: T ¢
2008
—ZZETNF
HK$'000
FET
0 to 30 days FE30H 32,061 26,826
31 to 60 days 31260H 19,569 16,343
61 to 90 days 61HZ=90H 2,037 7,180
91 to 180 days 91HZ=180H 2,994 1,306
Over 180 days 180H A E 2,599 1,651
59,260 53,306
m Ka Shui International Holdings Limited >
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Notes to Consolidated Financial Statements (Continued)
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For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE
24. TRADE PAYABLES (Continued) 24, E5ESIE(E)
The carrying amounts of the Group’s trade payables are S EMNIUAEREBEN T E¥ AN .

25.

26.

Annual Report 2009

denominated in the following currencies:

2008
—ZETN\F
HK$'000
FET
HK$ BT 13,819 6,206
usD e 2,946 6,483
RMB AR 40,745 39,126
Others Hib 1,750 1,491
59,260 53,306
Included in trade payables is an amount of Nil (2008: B S ENFIERIEENARIEHIEE 0T
HK$804,000) due to a jointly controlled entity. (ZZFZT/\F : 804,000787T) °
DUE TO A RELATED COMPANY 25. BNBEARNIE
Particulars of the amount due to a related company are as FERAE A RIFUBRBAT
follows:

2008

—FTE)N\F

HK$'000

FET

Chit Shun Machinery Limited AR EAR AT 2,422 792
The amount due to a related company is unsecured, interest FEREEARMFIBAEER - 28 REE
free and repayable on demand. Mr. Lee has significant influence ERERIEMEE - FEERMEARIEAE

in the related company. KRBT -

FINANCIAL LIABILITIES AT FAIR VALUE 26. AT ETAEBRENSREARS
THROUGH PROFIT OR LOSS

Group

rEH
2009 2008
—EENF —FE)N\F
HK$’000 HK$’000
FHET TETT

Foreign currency forward contracts RARINE S £ - 3,047

<
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Notes to Consolidated Financial Statements (Continued)
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RAMBERANEE (E)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

26. FINANCIAL LIABILITIES AT FAIR VALUE 26. A FEITAEBZENESHRERS
THROUGH PROFIT OR LOSS (Continued) (48)
The carrying amount of the above financial liabilities is classified bFitepaEREEY AFEEERR
as held for trading.

The investments included above represent investments in IR ERRITA T AR E MR AR EEE
derivatives that offer the Group the opportunity for return BAFEEOHR e - BEEE AET
through fair value gains. The underlying currency is USD and RAREE - RIBA OSBRI E 2 INEE
RMB. The notional amounts of foreign currencies to be acquired EoRBEEHAT ¢

or sold under contracts are set out below:

2009 2008
—EEhF —ETN\F
Notional HK$ Notional HK$

amount  equivalent amount equivalent

R BREE 2HETH BLEE

USD18 million 140.4 million
18,000,000 7T 140,400,0007T

Sales of HK$ in exchange for USD &S TREIZET -

USD34 million 265.2 million
34,000,000%7T 265,200,0007T

Sales of USD in exchange for HK$ & ZETREUET -

USD39 million 304.2 million
39,000,000%7T 304,200,0007T

Sales of USD in exchange for RMB  HHEETHRARE -

USD2 million 15.6 million
2,000,000% 7T 15,600,0007T

Sales of RMB in exchange for USD  H%& A REEHREIZE T -

The foreign currency forward contracts have no fixed coupon RHMNES AW EETFTREE  WAN1EF
rate and have maturity of approximately 1 year. The fair values E|H o STAET A 2 AFAENFERAMIGER
of the derivatives are determined by reference to the market MAEKRTARNRIERET -
exchange rate at year end and the forward rates stated in the
contracts.

27. SHORT TERM BORROWINGS 27. BHER

2008

—FE)N\F

HK$'000

FET

Factoring loan (note 30) FEUBR N E R (H17£30) 5,000 -
Short term bank loans (note 30) RESRITE R (A7 30) 35,000 25,000
Bank overdraft (note 30) RITEZ (K5 30) 46 439
40,046 25,439

m Ka Shui International Holdings Limited
EnBEIER AR AR
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For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

27. SHORT TERM BORROWINGS (Continued)

Short term bank loans were arranged at floating interest rates
ranging from 1.6% to 2.3% per annum (2008: 1.9% to 2.3%
per annum) and exposed the Group to cash flow interest rate
risk. Short term bank loans were secured by the Group’s fixed
deposits, properties as well as corporate guarantees provided
by the Company and certain subsidiaries of the Company.

The carrying amount of the short term bank loans are
denominated in HK$.

28. LONG TERM BORROWINGS

Secured bank loans (note 30)

27.

28.

HIEARRITER (M7£30)
Current portion of long term borrowings £ Eff& 5% &9 B ER&( (5

RHER ()
EHRITEROIHENEDBA1.6%
E23%(=BENF: FRERI%E
23%) HALEERERSREHNEE
B o SEHRITERARRBNTHER - 1
¥RAARAREE THBARRENOARE
RIERIEI -

RHRITERREENETTREN -

REIERR

2008

—TENF
HK$000
FET

35,179
(11,300)

24,346
9,2693)

23,879 15,083

The carrying amounts of the Group’s long term borrowings are
denominated in HKS.

The bank loans are repayable as follows:

REERMEFRMENETREL -

RITEFRNERBWT -

2008

—EENF

HK$’000

FET

On demands or within one year NESREEIEESN—FRN 11,300 9,263
In the second year F_F 7,550 7,750
In the third to fifth years, inclusive FEERF (BIEEERT) 10,046 7,333
After 5 years AFZI% 6,283 -
35,179 24,346

At 31 December 2009, long term borrowings were arranged at
floating interest rates ranging from 1.9% to 3.1% per annum
(2008: 2.9% to 3.1% per annum) and exposed the Group to
cash flow interest rate risk.

Long term bank loans were secured by the Group’s fixed
deposits, properties, corporate guarantees provided by the
Company and certain subsidiaries of the Company.

Annual Report 2009

RZZZAF+ZA=+—1H - REEZH
FEERE/IIBEIAB(ZTTNF :
FRERZ2.9% E31%) - BWAEEBEE
RenErEmELE

RERITEFRUARNEBNERFR - W%
ARE R EETHE R BHREA A BERE
R o
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Notes to Consolidated Financial Statements (Continued)
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o +| A /e
R R ERER MR ()
For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE
29. OBLIGATIONS UNDER FINANCE LEASES 29. FEMRELNEE
Obligations under finance leases are repayable as follows: REEFR L RERERHNT ¢

Group
A%EE
Present value of
Minimum lease minimum lease
payments payments

BIEAEH RIEEEHAE
2009 2008 2009 2008
—gRAF —TT\F ZFEAE ~TI)\F
HK$’000 HK$'000 HK$°000 HK$'000
FET  TET  TEE  TER

Within one year —FR 12,661 14,174 12,275 13,207
In the second to fifth years, BEEBERF
inclusive (BEERMEF) 12,087 19,388 11,916 18,722
24,748 33,562 24,191 31,929
Less: Future finance lease B RREE
charges AT H (657) (1,633) N/A N/A
Present value of lease obligations FH#)#¥EIR(E 24,191 31,929 24,191 31,929
Less: Amount due for settlement 3 : 12 {8 B A 2| £4
within 12 months (shown EBEOE
under current liabilities) B BraaE) (12,275) (13,207)
Amount due for settlement 12 (B8 A& 2| R4 B 500R
after 12 months 11,916 18,722
It is the Group’s policy to lease certain of its plant and machinery AEBENBREEARERN T AEEEST
and motor vehicles under finance leases. The average lease HeERRERTE - TR EFIRIESF -

term is 3 to 5 years.

At 31 December 2009, leases of approximately HK$161,000 RZEZNF+ZA=+—H ' #161,000
(2008: HK$575,000) were arranged at fixed interest rates and BT (ZZZ/\F : 575,000 7T) HITH AR
exposed the Group to fair value interest rate risk. The remaining BEEMZETE - MAKEERAER T ERE
borrowings were arranged at floating rates, thus exposing the Bz o HMERIRFEFERGTE - MAKE
Group to cash flow interest rate risk. AEERSRENERER

The interest rates are analysed as follows: MESFWAT -

Fixed rate leases Bl e EHEL 7.0%  4.8%109.9%
Floating rate leases FENF AL 1.8% t05.7%  2.8%t0 7.0%
All leases are on a fixed repayment basis and no arrangements 2 EFEAE A E T EKE B W] (F {5k

have been entered into for contingent rental payments. SRIBLLHE -

100 Ka Shui International Holdings Limited
o Im BB BR A A



29. OBLIGATIONS UNDER FINANCE LEASES 29.

30.

31.

Notes to Consolidated Financial Statements (Continued)

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

(Continued)
All obligations under finance leases are denominated in HK$.

The Group’s obligations under finance leases are secured by
the lessor’s title to the leased assets.

BANKING FACILITIES
As at 31 December 2009, the Group had available banking
facilities of approximately HK$250 million (2008: HK$269
million), which were utilised to the extent of approximately
HK$93 million (2008: HK$67 million). These banking facilities
were secured by the following:

(@) corporate guarantees provided by the Company and
certain subsidiaries of the Company;

(b)  the Group’s bank deposits of approximately HK$2 million
(2008: HK$4 million);

(c) a property situated in Hong Kong owned by the Group;
and

(d) lessors’ title to the leased assets under finance leases.

DEFERRED TAX LIABILITIES

The following are the major deferred tax liabilities and assets
recognised by the Group, and the movements thereon, during
the year:

30.

31.

RAMBERANEE (E)

AEHR L EE (&)
EHBMEBNASBI BT -

AEENBREROAEALBEANEEEE
PREEIERTELR -

IRITEE

R-ZEZNF+_F=+—H ' KEHE7A
&) AR RTTEE 495 250,000,000 7T (=
TE )\ £ : 269,000,000 7T) - 2B A
B 2R EE#) /5 93,000,000/ 7T (— BT )\ 4 ¢
67,000,00047C) ° I FERITEE A TFIIE
B {E AR

(@) ARBRARRFLNE R FRHEH
RREFER

(o) A% BEAYIRTTF A 2,000,000 7T
(ZZZ )\ : 4,000,000/87T) :

© AEEHEN-BBEEME K

o HHEAEEREBOLENEEMA
TE o

EEBEER
AT AAEERE NERRNEBREHA
B &R AEEANEE

Accelerated
tax
depreciation

IEB IR
HK$'000
T/8TT

At 1 January 2008 R=ZZEZENF—HA—H 1,128
Charge to profit or loss for the year (note 10) BFRNEZRIR (Kt 10) 480

At 31 December 2008 and 2009

RZBENRZZTZNF+=-_A=1+—H 1,608

Annual Report 2009
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Notes to Consolidated Financial Statements (Continued)

RAMBERANEE (E)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

31.

DEFERRED TAX LIABILITIES (Continued)

At the end of the reporting period, the Group has unused tax
losses and deductible temporary differences in respect of the
pre-operating expenses of the PRC subsidiaries of
approximately HK$7,592,000 (2008: HK$9,600,000) and
HK$11,025,000 (2008: Nil) available for offset against future
profits respectively. No deferred tax asset has been recognised
in respect of these tax losses and deductible temporary
differences (2008: Nil) due to the unpredictability of future profit
streams. Included in unrecognised tax losses are losses of
approximately HK$2,452,000 (2008: Nil) that will expire in 2014.
Other tax losses may be carried forward indefinitely. The
unrecognised deductible temporary differences can be carried
forward for five years since the commencement date of the
operation of these PRC subsidiaries.

At the end of the reporting period, the aggregate amount of
temporary differences associated with undistributed earnings of
subsidiaries for which deferred tax liabilities have not been
recognised is approximately HK$36,204,000 (2008: Nil). No
liability has been recognised in respect of these differences
because the Group is in a position to control the timing of
reversal of the temporary differences and it is probable that
such differences will not be reversed in the foreseeable future.

32. SHARE CAPITAL

31. EEBIEEE (E)

NREHETER - AREBRBAREE
Bt RN E AR 2 FAERE Ak
Fe s = %8 5 7l1497,592,0008 T (ZZTZN
£ 1 9,600,0007%57T) & 11,025,000 47T (=
TT)\F - ) Al KSR AOEF) o SR
ZEHIBEE R NG RR = 5B R RIE TR
BEE(ZESNE : &) REBKREE
ERFRFRA - RERRBEEERLSE
1B#72,452,000/8 7T (ZETN\E : ) RN
ZE—PUFRIE o EAb T IEEE Al SR 24
8 o SRFEFRE] N R BRFE 22 58 A /Ut S5 R B BT
BARMEAREAEASF -

R EHE AR - BB ARRD IREF)
EEMAERELCHBEE BRE5EA K
#936,204,000 8 L (ZETNF ) o W
EOh S ERERAE  REAANEEEE
FIFERFEREM B - Mz ERS TR A
FARREIE -

32. IR

Number of
shares

RGHEE

Amount
S5
HK$’000
FET

Authorised:
Ordinary shares of HK$0.1 each
At 1 January 2008,

31 December 2008 and

E
SREEABTHLBR
R-2B/\E—A—8 -
—2E\F+-A=t-AR

31 December 2009 —EENFF+_A=+—H 5,000,000,000 500,000
Issued and fully paid: BETRER
Ordinary shares of HK$0.1 each FIEEO. 178 TR @A%
At 1 January 2008, RZZEZENF—HA—H "

31 December 2008 and —EENEFE+-_A=t—HEK

31 December 2009 —EENF+ZA=1+—H 880,000,000 88,000

102
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For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

32. SHARE CAPITAL (Continued)

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation
of the debt and equity balance. The Group’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of cash and cash
equivalents and equity attributable to owners of the Company,
comprising issued share capital, reserves and retained earnings.
The directors of the Company review the capital structure on a
semi-annual basis. As part of this review, the directors consider
the cost of capital and the risks associates with each class of
capital. Based on recommendations of the directors, the Group
will balance its overall capital structure through the payment of
dividends, new share issues and share buy-backs as well as
the issue of new debt or the redemption of existing debt. The
Group has a target gearing ratio of not more than 30%
determined as the proportion of net debt to equity.

The gearing ratio at the year end was as follows:

32. RA (%)

AEEEEHEARARAEE K A5 EK
& MEFDE I EBRCER Mg AR
BSRALR - NEBEMERRAREFE

o

\|

AEENEARBEERE MERREAE
RARRESRE ARIGHES  BREET
BA - FERRERT - AAREEEFF
WE—IRERRE - RETIRAE - EFE
BERKARERAZTRERNER - RIZE
ENEE  AREHBERIRMNRE - BITH
B M BB B A MBI THE RSB RRE &
B RENTEEREARE - ARENER
BARBEL R (AMER FRERSLX)
AT EEL30% e

RELNERBBLERDT

2008

—ZET)N\F

HK$°000

FET

Debt (a) Bf&@) 99,416 81,714
Less: Bank and cash balances B IRTTRIR e R (78,171) (74,940)
Net debt BEFEE 21,245 6,774
Equity (b) - Zd(o) 555,684 539,640
Net debt to equity ratio B FRE M e L R 3.8% 1.3%

(@ Debt is defined as short term and long term borrowings
and obligations under finance leases, as detailed in notes
27 to 29 to the consolidated financial statements.

(b)  Equity includes all capital and reserves of the Group.
The only externally imposed capital requirement is that for the

Group to maintain its listing on the Stock Exchange it has to
have a public float of at least 25% of the shares.

Annual Report 2009

(@ BEELATAEHREHERNEE
MK EE  BEFBHREEMER
KMtFE27 =29 ©

b REEEASEMEEARRE -
AREE M —MINEIE 2 EARE RRIFER

MRz it AE ARBREAER
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|
IRE RN (8)
For the year ended 31 December 2009 # 2 — EZF /N F+ - H=1+—HILF/E
33. RESERVES 33. f#fE
(@) Group (a) *&£E
The amounts of the Group’s reserves and the movements NEE R ETIBE LB E LR
therein are presented in the consolidated statements of AHERBEFRET o
changes in equity.
(b) Company (b) ZA&RQF
Share
Share option Retained
premium reserve profits Total
BREE BRERE REBBEF Hy
HK$'000 HK$'000 HK$'000 HK$'000
FE&T FET F&T FATT
At 1 January 2008 RZEZENF—A—H 198,589 4,327 (17,254) 185,662
Recognition of share-based RUABEL S 2 FUR
payments - 6,132 - 6,132
Profit for the year FREM = - 52,697 52,697
Dividend paid BERRE = = (7,920) (7,920)
At 31 December 2008 —TTNF
+=A=+—-H 198,589 10,459 27,523 236,571
At 1 January 2009 RZEZTNF—A—H 198,589 10,459 27,523 236,571
Recognition of share-based ~ FERIARRIELE 2 3UE
payments = 2,893 = 2,893
Loss for the year FANEBE = = (3,014) (3,014)
Dividends paid BERRE = = (23,760) (23,760)
At 31 December 2009 —ZTHF
+=-A=+—H 198,589 13,352 749 212,690
(c) Nature and purpose of reserves (c) FEZHEEREW
() Share premium account (i) KRHPEER
Share premium represents premium arising from the Ko aENERESNS’RE
issue of shares at a price in excess of their par value BERIER BTG M E £ MR
per share. Under the Companies Law of the B RBERSBHSATE K
Cayman Islands, the funds in the share premium ANEKRGO RERNESTIA
account of the Company are distributable to the DR TARBIORER - HEEEE
shareholders of the Company provided that BEZZ DK BE  AAH
immediately following the date on which the BARNEENAFERBARE
dividend is proposed to be distributed, the R BRI ERS -

Company will be in a position to pay off its debts as
they fall due in the ordinary course of business.

104 Ka Shui International Holdings Limited
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(i)

(iii)

(iv)

V)

e SRR R

(%)

For the year ended 31 December 2009 {2 —EZNF+ - HA=+—HIFFE

Merger reserve

The merger reserve represents the aggregate of (i)
the nominal value of the shares issued by Ka Fung
Metal Manufactory Company Limited on 18 January
2005 in exchange for the business of Ka Fung Metal
Manufactory, an unincorporated partnership
established in Hong Kong and controlled by Mr.
Lee; (i) the nominal value of the shares issued by
the Company in exchange for the entire
shareholdings of Ka Shui (Holdings) Company
Limited.

Capital reserve

The capital reserve represents the amount of
minority interests in Ka Fung Metal Manufactory
Company Limited and Ka Fung Metal Manufactory
acquired by the Group.

Foreign currency translation reserve

The foreign currency translation reserve comprises
all foreign exchange differences arising from the
translation of the financial statements of foreign
operations as well as the effective portion of any
foreign exchange differences arising from hedges of
the net investment in these foreign operations. The
reserve is dealt with in accordance with the
accounting policies set out in note 3(d)(iii) to the
financial statements.

Share option reserve

The share option reserve represents the fair value of
the actual or estimated number of unexercised
share options granted to employees of the Group
recognised in accordance with the accounting
policy adopted for equity-settled share-based
payments in note 3(p) to the financial statements.

(ii)

(iii)

(iv)

v)

Bt
BOHEBIE A T RIBRIAEF - ()
SESBEMBMBERATRT
ZERF— A+ N\HABRNE
LS BRMMBR(—EIER AR
MR EBERR  EEE
AR+ R ES S A ) 2 7S
MEBETHRMEE  R(i)AD
T%%Hﬁ%%lﬁﬂwﬁ@

AR 2 PR AE M B TR R D
FfE °

EXREiE
ﬁﬁﬁﬁhﬁﬁlﬁﬁﬁgé
BRmEAERA m%%

g %(Hx%ﬁé‘ B‘]

bE 1S

[N EREREREgINE
B ERREELENEER
EREREEINERIRE FE
BEAMEIEL ZENER
5 - ZERBRBETBHRE
B EE3(0) (i) FT R & SR R IR ©

BRERE

BREREERERERAM R
R M EES(p) T B IR AR A B DA
B AR R MR AR & &
BRERNE T AEEREREDN
RITEBBRENER K
BHATE -
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

(a)

(vi) Statutory reserve
The statutory reserve comprises the PRC statutory
reserve fund which is non-distributable.

As stipulated by the relevant laws and regulations
for foreign investment enterprises in the PRC, the
Company’s PRC subsidiaries are required to transfer
10% of their profit after taxation calculated under
PRC accounting rules and regulations to the
statutory reserve fund, until the accumulated total of
the statutory reserve fund reaches 50% of their
registered capital. The statutory surplus reserve
fund can be used to make up prior year losses or
applied in conversion into capital.

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.
Eligible participants include the employees of the Group
and executive directors of the Company. 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.

(@)

(vi) EERE
EERERET DR E
SREREES -

PERESEIRE L EMIARE
ERREPIRE - RARH T
BB AR ARRET RS
A R AR ET B & RR B L
10%EREZLERFREES B
ERMEERBESLTES
T ERE50% R < SEER
HREEESIRARE/HBESF
EEERBARR -

BRAMERAERETE

RRAREM BN AFRERAT BT
2 (B X AFRESRATERETE])
BRERRE AN EBKIEEEL T
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34. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)
(@) Pre-IPO Share Option Scheme (Continued)

Notes to Consolidated Financial Statements (Continued)
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34. DARELEE 2E (&)

(a)

Details of the specific categories of options are as follows:

Category of
grantee

RRE AL

Executive directors

78S

Executive directors

HES

Executive directors

#IES

Senior staff
B8

Senior staff

mHRBE

Senior staff

G

Junior staff
NRBE

Junior staff

NRBE

Junior staff

NRBE

Date of grant

BB

1 June 2007
“ETLE
~A—H

1 June 2007
L R
~A—H

1 June 2007
i
~A—H

1 June 2007
“ETLE
~A—H

1 June 2007
R
~A—H

1 June 2007
“TTLF
~A—R

1 June 2007
“ETLE
~A—H

1 June 2007
S
~A—H

1 June 2007
i
~A—H

Vesting date

FERAM

27 June 2008
“TENF
NAZT+R

27 June 2009
“EENE
~NAZtER

27 June 2010
“T%F

7aV; I =

27 June 2008
“TENF
NAZT+R

27 June 2009
“EENE
~NAZtER

27 June 2010
—E-TF
ANAZT+H

27 June 2008
“TENF
NAZT+R

27 June 2009
“EENE
~NAZtER

27 June 2010
“T%F

7aY; I =

Exercise period

TS

27 June 2008 to 26 June 2011
“EZ)\&RXA-t+tHZ
“E——&XA-1/H

27 June 2009 to 26 June 2011
ZEENEAAZTtHEE
“E—F AZtiH

27 June 2010 to 26 June 2011
“T-BFNA-THAZ
“2——FAAZtAR

27 June 2008 to 26 June 2011
“EZ)\&RXA-t+tHZ
“E——&XA-1/H

27 June 2009 to 26 June 2011
)y I o =)
“E—F AZtH

27 June 2010 to 26 June 2011
“Z-TF A-ttHZE
“2——F7AZtAR

27 June 2008 to 26 June 2011
“ZEZ)\&RXA-t+tHZ
“E——&XA-1XH

27 June 2009 to 26 June 2011
ZEENEAAZTtHEE
“E—F AZtH

27 June 2010 to 26 June 2011
“T-BFA-THAZ
“2——FAAZ1AR

AR XY 2 B IRt &) (4]

BR DB E R A R & (&)
BN ERERFBIT

Fair value
at grant
date
REL A
ZAYE
HK$
BT

0.59

0.61

0.63

0.59

0.61

0.63

0.55

0.59

0.63

Exercise
price

T’
HK$
BT

0.81

0.81

0.81

0.81

0.81

0.81

0.81

0.81

0.81

Annual Report 2009
ZETNFFR

Number of
share
options
outstanding
o)
BREHA

1,188,000

1,188,000

1,584,000

3,689,400

3,689,400

4,919,200

343,200

343,200

457,600
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For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

(a)

Pre-IPO Share Option Scheme (Continued)

The share options (to the extent not already exercised)
shall lapse at the expiry of the option period on 26 June
2011 or otherwise in the following manner:

(i) the share option shall lapse automatically upon the
death of the grantee;

(i)  the share options (to the extent not already
exercised) shall lapse automatically on the last date
of the grantee’s employment with the Group, no
matter how the cessation of employment arises;
and

(i if the grantee breaches any term or condition of the
share options as described in the offer letter in
relation thereto, the options (to the extent not
already exercised) shall lapse automatically (unless
otherwise directed by the Board of Directors in
writing in its absolute discretion).

During the year, no share options were granted under the
Pre-IPO Share Option Scheme.

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

The following assumptions were used to calculate the fair
values of shares 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%

(a)

BRAMERAERETE (E)
8 AR 1T 155 A B AR ARE S PR BB IR 7B R
EWB(ZE——FAZ+"A)%
B LA T R & K3

() BREREEASEEADR
i

(i) REARITEABBRER AR AE
BAKENRER-BEHX
R A EHE AR E & 1B
2SI

iy HEARAEREBEBEREZLY
BR 14 BT 3k B AR HE O 1R TR Sk 1R
% RIERITENERES 5
BN EEFEUEIMEX
MBS TIRREBIBRIN

FR - BEREERARSRITER
Rt B LT E A AR
BREN A FERKLRBERAN
n-AFRHTHIRREERAEE -

THRFRAR EBRERFE

TEE 0.81 87T
TEET G HEA 2.5-3.54
TERT IR 46.94%
[EaSN 1.70%
42 [ far 41 =R 4.38%
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For the year ended 31 December 2009 {2 —EZNF+ - HA=+—HIFFE

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 approved. The purpose of
the Share Option Scheme is to recognise and
acknowledge the contributions that eligible participants
had made or may make to the Group. Eligible participants
include (i) employees, directors, consultants,
professionals, customers, suppliers, agents, partners or
advisors of or contractors to the Group or a company in
which the Group holds an interest or a subsidiary of such
company (“Affiliate”), or (i) companies beneficially owned
by any director, employee, consultant, professional,
customer, supplier, agent, partner, adviser of or contractor
to the Group or an Affiliate. The Share Option Scheme
became effective on 2 June 2007 and, unless otherwise
cancelled or amended, will remain in force for 10 years
from that date.

The maximum number of shares which may be issued
upon the exercise of all outstanding share options granted
and yet to be exercised under the Share Option Scheme
or any other schemes involving the grant of options over
shares of the Company must not, in aggregate, exceed
30% of the shares of the Company in issue at anytime.
The maximum umber of shares issuable under share
options to each eligible participant in the Share Option
Scheme within any 12 month period, is limited to 1% of
the shares of the Company in issue at anytime. Any
further grant of shares options in excess of this limit is
subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any
share options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate
value (based on the closing price the Company’s shares
at the date of the grant) in excess of HK$5 million, within
any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

(b)

BB T &
REARBDEZBERN_FTLEX
AZREBNEERZESR » BIRES
2 (MBRERT 81 )) B - BAE
8B WER BT B & B8 2
FERXA Y AEEELNER -
BERSEERE () AEERTEE
FARGZARAZARZHB AR
((BEARDHES &% - B -
BEAL  BP - ftEn - KEE -
B AR AR EBRE - k(i) AR
SESBEARNEMES  ES -
BE - EXAL FF - HER K
B BH ARAIAERESHE
BHRA] - BREFTEN_TTLF
NAZBBER  BRIESRTTEEHLE
7] BRERTEIKEZARETFAB
R e

RAITEFT AR IR AR ST Bl S T A
b3 AR AR RN AR EIE
T E R T B AR T ] BT &
SRHEE  AXETBBBEAQRT
BFE B 1TAR1D 30% ° WRIR B AR RE AT
g AMEF+ @AM - BT T
ZBRETESA AR HENER
BRDER B EBRABARA RN B BT
ME1% - E—FERBBBZERE
BB AR R AR R RS EibfE o

MARRES  THAHKEZRR
LFEESTENEMBEATRDER
W BB IERITES B AIER
T RIHEAT o b - RER+ (8 A EA
MARARA A EZRE KB ILIENTT
BEEIMENEMBEATETHOE
AIBEARHE - B BA R R TR B 3T
BR1DH0.1% S4B E (12 B B AR
ARG YT E T &) #8318 5,000,000 7
TLE  BERERRRARE EHERE
T3 A[#EAT ©
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(b)

Share Option Scheme (Continued)

The offer of a grant of share options shall remain open for
acceptance by the eligible participant concerned for a
period of not less than three business days from the date
of offer, except for any offer which is made within the last
three business days of the life of this scheme, the offer
shall remain open for acceptance on a business day by
the eligible participant concerned for a period of not
longer than the remaining life of this scheme. An offer
cannot be accepted by an eligible participant who ceases
to qualify as an eligible participant after the offer has been
made. No offer shall be capable of or open for
acceptance after the expiry of 10 years for the effective
date of this scheme.

The offer of a grant of share options may be accepted
upon payment of a nominal consideration of HK$10 in
total by the grantee. The exercise period of the share
options granted is determinable by the directors, and
commences after a certain vesting period as determined
by directors at each grant and ends on a date which is
not later than ten years from the date of the offer of the
share options.

The exercise price of the share options is determinable by
the directors, but may not be less than the highest of (i)
the Stock Exchange closing price of the Company’s
shares on the date of the offer of the share options; (i) the
average Stock Exchange closing price of the Company’s
shares for the five trading days immediately preceding the
date of the offer; and (iii) the nominal value of the
Company’s shares on the date of the offer.

Share options do not confer rights on the holder to
dividends or to vote at shareholders’ meetings.

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.

(b)

BB S ()

1 R B R0 B A ZE KD B R T
TOR=ZELEANHMRAATHE
BRSEERS  ERZATEFHN
RI& = (8% % B REL A ERBAIRR
SN BEVER TERIBZET EIRR T H
HIR AR A ER2EERE[EE
BEM - (FHBKEK  TBREER
2EENSEE T ESRNZIRBL -
Wz EIER B 10 FEmg - M5
ML - TR AT AL -

ERAZANEH10ETHREAR
Bk REBRENENEBESE
e BEXBRENTENHESE
EYRBEEFNERHBAREEN
AT ERBAMEHLG - iERBA TS
EBRREHEREZOR YL 104 -

BRENTEERESET  BTE
R () IR BB B B 2 B AR R RX
B TE ¢ (i) BZ AL A
HAR R 5 A AR B i) FE B R P
B SEUTRTE ¢ R (iil) AR AR FAB
AWBEBONEE(ARSE/E)

BRER A ABRERR S RN IR

RELKRE -

BREFSTHEREER=-ZZ
NEZAF+ZBAETF 2120 FEERA °
ERATELSEERESTES K
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For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

34. SHARE-BASED PAYMENTS (Continued) 34. DIRfEREE 2 FRIE ()
Equity-settled share option scheme (Continued) DRt 2 (&
(b) Share Option Scheme (Continued) (b) EBREESTE (&)
Details of the specific categories of options are as follows: BT BB A RSB T
Number of
Fair value share
Category of at grant Exercise options
grantee Date of grant  Vesting date Exercise period date price  outstanding
REE A o)
ERAER RE A FEAN (igid ZAYE THRE  BREHE
HK$ HK$
BT BT
Executive directors 13 March 2008 13 March 2009 13 March 2009 to 12 March 2018 0.13 0.415 928,000
RTES —EE)N\E ZTTNE ZETNE-A+=RA%
=A+=AH =A+=R —Z-\E=R+=H
Executive directors 13 March 2008 13 March 2010 13 March 2010 to 12 March 2018 0.13 0.415 696,000
BES —ZEN\E —Z-ZF I R
=A+=H ZA+=H “E-\f=A+Z=H
Executive directors 13 March 2008 13 March 2011 13 March 2011 to 12 March 2018 0.13 0415 696,000
RTES —TTN\F 25 “E——%=f+=H%
=A+=H =A+=H “ZT-\¥=A+ZH
Senior staff 13 March 2008 13 March 2009 13 March 2009 to 12 March 2018 0.13 0.415 2,980,400
BREE —TENE “TENE —ZTNEZAt=AZ
=A+=H =A+=R —Z-\E=R+=H
Senior staff 13March 2008 13 March 2010 13 March 2010 to 12 March 2018 0.13 0.415 2,235,300
BRBE —ZEN\E —Z-ZF —Z-TF-A+=A%
=A+=H ZA+=H “E-\f=A+Z=H
Senior staff 13March2008  13March 2011 13 March 2011 to 12 March 2018 0.13 0415 2,235,300
BRBE ZZTN\F —T——F “T——%ZA+tZHZ
=A+=H =A+=H “T-\#=A+ZH
Junior staff 13March 2008 13 March 2009 13 March 2009 to 12 March 2018 0.1 0.415 1,962,800
MR8 —TEN\E “TENE “ZTNEZAt=AZ
=A+=H =A+=H —Z-\E=R+=H
Junior staff 13March2008 13 March 2010 13 March 2010 to 12 March 2018 0.12 0.415 1,472,100
NEBE —ZEN\F —Z-ZF —Z-TF-A+=A%
=A+=H ZA+=H “E-\f=A+=H
Junior staff 13March2008  13March 2011 13 March 2011 to 12 March 2018 0.12 0415 1,472,100
NRBE —TTN\F 25 “E——%=f+=H%

=A+=H =R+=H 2 \F=AtZH
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Notes to Consolidated Financial Statements (Continued)
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For the year ended 31 December 2009 # 2 — EZF /N F+ - H=1+—HILF/E
34. SHARE-BASED PAYMENTS (Continued) 34. DIRREEE 2 FE (F)
Equity-settled share option scheme (Continued) LB 3 =2 4+ 2 BB PR AT 2l (&
(b) Share Option Scheme (Continued) (b) EBREESTE(E)
The fair values of the options were determined at the BAREN QN FERE L BHERA S
dates of grant using the Black-Scholes option pricing AR HTHIREEBRAETE -
model.
The following assumptions were used to calculate the fair THRR ARt EEREAFE
values of shares options:
Exercise price HK$0.415 1TEE 0.415787C
Expected life 3.5-6.5 years FEEHFH 3.5-6.5%
Expected volatility 55.42% S 55.42%
Dividend yield 5.25% (EdSNEIEES 5.25%
Risk-free interest rate 2.005%-2.176% 4 o g 71| 2R 2.005% —2.176%
Details of the share options outstanding under the Pre-IPO FRRBEXRAFRERATERET S X ERE
Share Option Scheme and Share Option Scheme during the TN 2 EARITEEREF ST -

year are as follows:

2009 2008
= “FENF
Weighted Weighted
Number of average  Number of average
share exercise share exercise

options price options price
InFEF INFETFE

BRESA TEE BEREZE 1IE(E
HK$ HK$

BT BT

Outstanding at the beginning  &E#IR1T{E

of the year 36,700,000 0.629 21,120,000 0.81
Granted during the year FREH - - 20,102,000 0.415
Forfeited during the year FRRIK (4,620,000) 0.629  (4,522,000) 0.521
Outstanding at the end of FIRRITE

the year 32,080,000 0.629 36,700,000 0.629
Exercisable at the end of FRATITE

the year 16,312,400 0.668 5,973,000 0.81
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For the year ended 31 December 2009 {2 —EZNF+ - HA=+—HIFFE

Expected volatility was determined by calculating the historical
volatility of share prices of comparable companies with shares
listed on the Stock Exchange and engaged in the similar
business of the Group. The expected life used in the model has
been adjusted, based on the Group’s best estimate, for the
effects of non transferability, exercise restrictions and
behavioural considerations.

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

No share option had been exercised during the year (2008: Nil).
The options outstanding at the end of the year have a weighted
average remaining contractual life of 4.9 years (2008: 5.6 years).

Save as disclosed above, no further options were granted
under the Pre-IPO Share Option Scheme and Share Option
Scheme.

BRHRIE T E Bt BN B AT L B AT
HERBRAEEBRLNATLLRARNRE
FBERIRETE - SOFERNE - TTERBIR
IRERME @ REAKENREM £
RZRA TR FHE(EH AR -

BRELSTESAEST ARG BHNE
85 - WHNMBZAFIVESH »

FANMEBRERTE(CTTNE  £8) -
FIRRITE BRI IR RIERE 4 F 5
BAIF(ZZTTNF : 564F) °

B EXFTIEES  BEREERARER
GG S S e g hedanieaOIEY ok s
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35. NOTES TO CONSOLIDATED STATEMENT OF 35. GBS RERMIT(H)

CASH FLOWS
(a) Cash flow from operating activities (a) KREXKFBEESRE
2008
—FE)N\F
HK$°000
FET
Profit from operations gyl 51,947 24,571
Adjustments for: BEH T :
Interest income B UA (178) (2,661)
Reversal of allowance for AR B
doubtful debts (628) -

Bad debts written off AR - 867

Allowance for doubtful debts RERB 2,715 224

Allowance for inventories FERBE 4,732 1,108

Loss on financial liabilities at BATFEFABRES

fair value through profit or loss TRBEEE 761 1,487

Equity-settled share-based VARG AE A B LARR (D S 15 9

payments HRIA 2,893 6,132
(Gain)/loss on disposal of property, HEWE - EERKREZ

plant and equipment (Wzs) /K518 (1,665) 74
Depreciation on property, plant WE - BN RETE

and equipment 39,473 32,507
Amortisation of prepaid land lease T8/~ + ith FH 4 44

payments 679 269

Operating profit before movements  Rit&EE S EHATH

in working capital SRR 100,729 64,578
Increase in inventories FEEM (10,149) (1,694)
(Increase)/decrease in trade B S eUraE (g m)

receivables (16,397) 21,867
(Increase)/decrease in prepayments, FE{I3%1E - &4 & E M fEIL

deposits and other receivables K3 (3gm) R (5,507) 2,136
Increase/(decrease) in trade payables 2 5 FEZIg1E 00, CFi>) 5,954 (13,060)
Increase/(decrease) in deposits BlES - HiEARIER

received, other payables and FEEHE RGN, CrA)

accruals 7,940 (4,961)
Increase/(decrease) in due to FETRRE A R FIERE I,

a related company CRA) 1,630 (14)
Cash generated from operations KERTBIRE 84,200 68,852
Income tax paid BREREH (6,255) (12,520
Interest paid ERFE (942) (1,333)
Finance lease charges paid BfRERAOT T (668) (1,116)
Net cash generated from KR ETEFTS IR F 5

operating activities 76,335 53,883
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For the year ended 31 December 2009 &%= —EZNF+ - A=+—HIFFE

35. NOTES TO CONSOLIDATED STATEMENT OF 35. B4 RE XM (&)
CASH FLOWS (Continued)

(b)

Acquisition of a subsidiary

On 1 April 2009, the Group acquired 100% of the issued
share capital of Ample Wealth Developments Limited
which was wholly owned by Mr. Lee for a cash
consideration of approximately HK$169,000. Ample
Wealth Developments Limited was inactive during the year.

The fair value of the identifiable assets and liabilities of
Ample Wealth Developments Limited acquired as at its
date of acquisition, which has no significant difference
from its carrying amount, is as follows:

HK$’000
FET

(b)

Uit B8 i B8 A R
R-ZTAFEMA—R - AEEWEE
HFELE2ERE ELERER
ARIEHPEBITRA  BEAED
169,000/ 7C - ELEE AR A AN
FNEESET

REER  ELERERAFZ AR
MEEREBBz AT EERAERSE
RER - THEFNOT

Net assets acquired: B FEE

Property, plant and equipment M - W NRIE 168

Bank and cash balances RITRR S8R 241

Other payables and accruals Hih e RIB R ESTE R (240)

Satisfied by: LATRB 75 A&

Cash B 169

Net cash inflow arising on acquisition: WEEEE Z RS R F5

Cash consideration paid BfRERE (169)

Cash and cash equivalents acquired BUREREMERREEE 241
72

Ample Wealth Developments Limited did not contribute
any turnover to the Group but increased the Group’s profit
for the year by approximately HK$88,000 for the period
between the date of acquisition and 31 December 2009.

If the acquisition had been completed on 1 January 2009,
the total Group’s turnover would remain unchanged, and
profit for the year would have been approximately
HK$37,060,000. The proforma information is for
illustrative purposes only and is not necessarily an
indication of the turnover and results of operations of the
Group that actually would have been achieved had the
acquisition been completed on 1 January 2009, nor is
intended to be a projection of future results.

Annual Report 2009
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AEEBEEBFRERTE  MFER
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35. NOTES TO CONSOLIDATED STATEMENT OF 35. S4B 4&hERME (B)
CASH FLOWS (Continued)

(b) Acquisition of a subsidiary (Continued) (b) WEKHEBAT (&)
During the year ended 31 December 2008, one of the HE_ZZNE+-_A=+—HItF
subsidiaries of the Company, Ka Shui (Holdings) Company B AATEA—FERBARRIRE
Limited entered into a sales and purchase agreement with () ABRAFTHKB(EERE)E
the remaining shareholders of Wing Yu (Far East) EERATRBR T ZREIIIEEH
Industries Company Limited, pursuant to which Ka Shui 2 B EmRERGER) BRARR
(Holdings) Company Limited agreed to acquire the SR CER)BEEARATRT
remaining equity interest of 60% in Wing Yu (Far East) 60% A% #E - e R B4 51,797,000
Industries Company Limited for a cash consideration of I o WEN-—ZEENEFE—H—B4
approximately HK$1,797,000. The acquisition was B o
effective on 1 January 2008.
The fair value of the identifiable assets and liabilities of BUEE Y kR CGRE)BEABR AR
Wing Yu (Far East) Industries Company Limited acquired WEE AR BRI EER BB AT HE
as at its date of acquisition, which has no significant HEEMEBEVES KEZR - T
difference from its carrying amount, is as follows: 5l
HK$’000
FH&T
Net assets acquired: B FEE -
Property, plant and equipment M - R NER 9,876
Inventories FE 6,186
Trade receivables B 5 IR 4,912
Prepayments, deposits and other receivables — FB{3018 - #&& & H At el 3118 1,326
Due from a shareholder FEMRR SR FRIE 4,246
Pledged bank deposits BEIRIRITIFHK 1,069
Bank and cash balances RITRIRN S8R 957
Trade payables 2 SN FIR (4,985)
Deposits received Bz (90)
Other payables and accruals HAb IR R EETE R (3,974)
Due to a shareholder FESAR R SRIE (14,339)
Short term borrowings EHAfE X (1,459)
Obligations under finance leases B E A 4R IE (110)
Bank overdrafts RITEX (711)
2,912
Share of net assets in previous year BIEAEFEEFEE (1,115)
Satisfied by: LA 75 S EA -
Cash R&e 1,797
Net cash outflow arising on acquisition: WEgEE 2 IRE R F5E
Cash consideration paid BERNRESRE 1,797
Cash and cash equivalents acquired BRERSAERRSIEE (246)
1,551
Ka Shui International Holdings Limited
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35. NOTES TO CONSOLIDATED STATEMENT OF 35.

CASH FLOWS (Continued)

(b) Acquisition of a subsidiary (Continued)
Wing Yu (Far East) Industries Company Limited
contributed approximately HK$12,469,000 to the Group’s
turnover and decreased the Group’s profit after tax by
approximately HK$9,976,000 for the period between the
date of acquisition and 31 December 2008.

(c) Major non-cash transaction
(i) During the year, the Group had entered into finance
leases in respect of property, plant and equipment
with total capital values at the inception of the
leases of approximately HK$6,088,000 (2008:
HK$35,448,000).

(i) Included in the addition of property, plant and
equipment was an amount of approximately
HK$15,117,000 (2008: HK$1,990,000) which was
transferred from deposits paid for acquisition of
property, plant and equipment and prepaid land
lease payments.

(i) During the year ended 31 December 2008,
prepayments to financial institution of approximately
HK$648,000 were set off against the obligations
under finance leases.

36. OPERATING LEASE COMMITMENTS
The Group as lessee
At 31 December 2009, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

Within one year —FA

RERERERME (&)

(b) WHEBHIEAR (&)
KB (ER)EXZBERATHKER
HE—_TT N\F+_A=+—H1
ZHEHAEE 2 EEBEEROA
12,469,000 7T + Wim D AR E BB
1%5m F147 9,976,000 87T ©

(c) EEFBELREH
() EW REBME - #HaE R
BB AR - REI M
K 2 B AR B{E X 46,088,000
BT (ZF T )\F : 35,448,000
BIT) ©

(i) FIAREBEYE  EBEBREZED
15,117,000 L ( ZFE N\
51,990,000 L) © JhE I
B BBEMEEREMNL
WS ZIREMENA ©

iy REEZTZIENF+ZA=1
—ALEFEERN BNRETS
B 18 49648,000%8 T B F gh
BRI o

. REBENERE

FEBEREBA
\ZEENFT-AS+—R  AEERE
TR RS SRR THIMRI BB KR
SERERQEMT :

2008

—ET)\F
HK$'000
FBT

3,602 2,014

In the second to fifth year, inclusive F_EERF (REEEMRSE) 6,404 6,620

After five years AFE

41,318 42,619

51,324 51,253
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Notes to Consolidated Financial Statements (Continued)

RAMBERARNEE (E)

For the year ended 31 December 2009 {2 —EZNF+ - H=+—HIFFZE

36. OPERATING LEASE COMMITMENTS 36. &&MHEQKIE (&)
(Continued)
The Group as lessee (Continued) AREBERAAEA (E)
Operating lease payments represent rentals payable by the KEMANRIENEEARETEIES -
Group for certain of its staff quarters, warehouse and leasehold EekIHmEEL I NEE - ETES
land for factory. Leases for staff quarters and warehouse are FERNMEYEHEmmal . - e AR EM
negotiated, and rentals are fixed, for an average term of 1 to 2 HEFHAE1Z2F - HEXT BT
years. Lease for leasehold land are fixed with a term of 40 HFHEIA404F
years.

37. CAPITAL COMMITMENTS 37. EXREIE

The Group’s capital commitments in respect of purchase and
construction of property, plant and equipment at the end of the
reporting period are as follows:

REIEIERSE S

Contracted but not provided for

RREHRTER  AREEFRBEREE
W% - MR RREBNEAREFBOT

Group
rEH
2009

2008
ZETT)\F
HK$'000
T/ETT

—EENF
HK$°000
FET

9,098 19,653

38. RELATED PARTY TRANSACTIONS
(@ In addition to those related party translations and
balances disclosed elsewhere in the financial statements,
the Group had the following transactions with its related
parties during the year:

(@)

Purchase of raw material from a MRS ERER RN R
jointly controlled entity

Purchase of machinery from an
investee company (note (i)

Purchase of machinery, machinery
parts and maintenance cost from
a related company, Chit Shun
Machinery Limited (note (i)

Deposit paid to a related company,
Chit Shun Machinery Limited
(note 20)

AR E N miE B s (et ()

ABERBEARMRERR
NEIBEME - BT
R HEAE R (HTEE (i)

ARER B RARMRERR
RAEIX RS (HaE20)

38. BEALRS

BRI A A B0 PRI R &Y
AER 5 RAEHIN -
FEALTETATRS :

Fiped
FAAKE L HE

~

2008
—EP)NE

HK$'000
FET

- 1,805
- 11,364
6,766 2,931
1,255 3,777
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Notes to Consolidated Financial Statements (Continued)

RAMBERANEE (E)

For the year ended 31 December 2009 8= —EZNF+ - A=+—HIFFE

38. RELATED PARTY TRANSACTIONS (Continued)
(@  (Continued)

Notes:

(i) The investment in the investee company is classified as
available-for-sale financial assets.

(ii) Mr. Lee has significant influence in the related company.

(o) The above transactions were entered with the related
parties on terms mutually agreed by individual parties. In
the opinion of the directors of the Group, these related
party transactions were conducted on normal commercial
terms and in the ordinary and usual course of the Group’s
business.

(c) During the year, the key management personnel
compensation paid by the Group was disclosed in note
12 to the financial statements.

39. SUBSEQUENT EVENTS
On 16 April 2010, the Company proposed to declare a final
dividend of HK$0.011 (2008: HK$0.006) per ordinary share to
its shareholders, as further detailed in note 13 to the financial
statements.

40. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the Board of Directors on 16 April 2010.

38. BEALRS (&)

39.

40.

(@)

(%)
Mt -

0) HEREBERRZRERD BRAH
HESREE -

i) FEREHBHBELRRNFEATE
o

RV REEATIRRE T EHE
Tﬁ%mﬁ’ﬂl RET - AEEEERR
% B 5 TIRE — R R RN
AEERAEEBBIETET

¢W AEBENIREEAEMS
RERE TSR 123K -

ZEH®REIE
RZZE—ZTFWMA+XB  AAREZEE
IEER0.011 87T (=TT )\ « B%0.006
FETL) 2 ARBEBAREL B - HAFISEA I
WRMIFE13 -

MR R
AR BRRER -F—FTFNA+AAEE
EEHED FRTIH -
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Financial Summary

LY paY A

Year ended 31 December
BE+-A=t—HIEE

2005 2006 2007 2008
—EERF —FTERF ZTEELHFE —FFNF
HK$’000 HK$’000 HK$’000 HK$’000
FEIT FEIT FEIT FEIT
RESULTS ey
Turnover e 348,377 645,588 752,749 685,134 633,832
Profit before tax MR F AR A 15,111 122,759 67,724 14,527 50,039
Income tax expense FrS iR (2,001) (11,339) (10,179) (5,892) (12,239)
Profit for the year FE R F 13,110 111,420 57,545 8,635 37,800
Attributable to AR AT G
— Owners of VNG %
the Company FEA 13,031 109,562 57,492 8,635 37,800
— Minority interests —DEREREA A 79 1,858 53 - -
13,110 111,420 57,545 8,635 37,800

As at 31 December

R+=—A=t+—8H

2005 2006 2007 2008

—“TERF —TERF —TTHF —ZTTN\F

HK$’000 HK$’000 HK$’000 HK$’000

FET FBT FEIT FET

ASSETS EEREE
AND LIABILITIES

Total assets BEE 296,948 422 109 718,396 710,285 763,214
Total liabilities FEN=R (174,986) (208,739) (198,833) (170,645) (207,530)
Net assets FEE 121,962 218,370 519,563 539,640 555,684

HE-TTAE+-A=+—BLMESFNYE
ARAERRMENRRARAAR S LEF
AAT-BMBREE - BRA MRS
AR BN LA (BRAA ARG EEEWAR
SHERAT LR ERRBERSFE—E
1) -

The results and summary of assets and liabilities for each of the two
years ended 31 December 2006 are extracted from the Company’s
prospectus dated 12 June 2007 which have been prepared on a
combined basis to indicate the results of the Group as if the group
structure, at the time when the Company’s shares were listed on The
Stock Exchange of Hong Kong Limited, had been in existence
throughout those years.
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