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Lee Yuen Fat 2= 3%
Chairman &

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 2010.

Looking back on the market environment in 2010, the global
economy has gradually recovered after the financial crisis. The Board
is delighted to report an encouraging business result for the year
of 2010 with a significant increase both in turnover and net profit.
Turnover for the year had recorded a substantial increase of 44.1% to
HK$913,344,000 (2009: HK$633,832,000). This rise in turnover had
reflected the Group’s success in gaining further market share as well
as exploring into new lines of business. Meanwhile, profit attributable
to owners of the Company also grew by 48.5% to HK$56,133,000
(2009: HK$37,800,000). Comparing with last year, the overall gross
profit margin dropped from 22.4% to 19.7% mainly due to change in
product mix, surge in raw material prices and labour costs as well as
appreciation of Renminbi. Nevertheless, the gross profit margin in the
second half of 2010 had actually improved from the first half of 18.3%
to 20.6%, primarily benefitting from the remarkable increase in sales
and economies of scale in production during the second half of 2010.

F— Statement
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Chairman’s Statement (Continued)
FEmE (8)

In the year of 2010, the Group has achieved major breakthrough
in its plastic injection business. During the second half of the year,
the Group had gained huge sales orders from a new customer in
the United States for the manufacture of protective cases for 3C
(communication, computer and consumer electronics) products.
As a result, the turnover of plastic injection moulding business had
increased significantly by 264.5% during the year under review. This
business has then become the Group’s another driving force for sales
and it is expected that this business segment will achieve satisfactory
growth in the coming years.

Since energy and environmental concerns have become hot topics
worldwide, many countries are strongly promoting and encouraging
the use of high efficiency and low energy consumption products.
Against this backdrop, the Group has entered into a memorandum
of understanding with a diversified lighting component manufacturer
based in the United States in the beginning of 2011 for the
development of products using our partner’s light emitting plasma
(“LEP”) and other related technology. LEP is used in high output
applications such as street, architectural and area lighting. Using LEP
lighting can cut energy consumption in half while providing superior
light quality. The Group will apply its expertise in magnesium alloy die
casting technology to produce world leading energy efficient and cost
competitive LEP lighting products. It is expected that the first series
of LEP product - street lamp and parking light will be launched in the
second quarter of 2011 with an aim to, in advance, capture the huge
business opportunities arising from this market.

The growing popularity of notebook computers seems to ensure
its replacement of desktop computers in the long run. Hence, the
notebook computer market has immense growth potential. Employing
its competitive edge in magnesium alloy die casting and surface
finishing technology, the Group will broaden its business horizon with
an aim to secure orders from new customers engaged in the digital
consumer electronics products.
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Chairman’s Statement (Continued)
FEHE (8)

As always, the Group is committed to maximizing shareholder’s
value. In view of the Group’s liquidity, the Board of Directors therefore
recommended the payment of a final dividend of HK3.2 cents (2009:
HK1.1 cents) per share for the year ended 31 December 2010.
Together with the interim dividend of HK1.3 cents (2009: 2.1 cents)
per share paid in October 2010, the total dividend for the year will
be HK4.5 cents (2009: HK3.2 cents) per share, which represents
an increase of approximately 40.6% over the previous year. In
the forthcoming future, the Group will adhere to our philosophy
of continuous operational improvement and sound financial
management, whilst maximizing returns to our shareholders.

The first phase of the new production facility in Daya Bay is currently
in full operation and it mainly produces aluminium alloy and zinc
alloy die casting components together with plastic components.
The Group is now planning the development of the second phase of
production facility to cater for market opportunities and support the
development of new business development.

Year 2010 is a special year for the Group as this marked its 30th
year of history in operation. It is not easy for an enterprise to
develop continuously for 30 years even facing various difficulties
and challenges. The sustainable development of the Group relies
heavily on the efforts from all our staffs, the long-term growth strategy
from our management as well as support and encouragement
from all parties, including shareholders, suppliers, customers and
bankers. Finally, | would like to take this opportunity to express my
sincere gratitude to all these parties concerned for their dedicated
contribution towards the continual progress of the Group.

Lee Yuen Fat
Chairman

Hong Kong, 21 March 2011
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Management Discussion and Analysis

BB am M AT

(A) FINANCIAL REVIEW B %5 [E]

During the second half of 2010, the Group has continued the
growth momentum in the first half of 2010 and attained a
breakthrough in its plastic injection moulding business. Turnover
for the year recorded a significant increase of 44.1% to
HK$913,344,000 (2009: HK$633,832,000). Profit attributable
to owners of the Company also increased remarkably by 48.5%
to HK$56,133,000 (2009: HK$37,800,000). Resulting from
change in product mix, surge in raw material prices and labour
costs as well as appreciation of Renminbi, the overall gross
profit margin dropped from last year’s 22.4% to 19.7%.
Nevertheless, due to a remarkable increase in sales and
economies of scale in production, the gross profit margin for the
second half of 2010 had actually improved from the first half of
18.3% to 20.6%.

Selling and distribution expenses for the year were
HK$13,831,000 (2009: HK$7,577,000), up 82.5% when
compared with last year. This was primarily caused by
commission paid to a sales agent for the introduction of new
plastic injection moulding business as well as an increase in
distribution costs resulting from rise in turnover.

General and administrative expenses had increased by
approximately HK$15,740,000 or 18.2% as compared with that
of last year. This was mainly attributable to an increase in the
number of management and supporting personnel as well as
related staff costs to cope with the robust growth in plastic
injection moulding business together with development of new
business. In addition, the Group had increased its research and
development expenditure on new products and production
technologies during the year under review with an aim to open
up new markets and lower its manufacturing cost.
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Management Discussion and Analysis (Continued)
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(B) BUSINESS REVIEW (B) HXBOEE

Zinc alloy die casting business

Sale of zinc alloy die casting products amounted to
HK$356,098,000 (2009: HK$275,482,000 (restated)) for the
year, accounting for approximately 39.0% (2009: 43.5%
(restated)) of the Group’s total turnover. The contribution of
this business segment to the overall turnover dropped as
the turnover derived from plastic injection moulding business
(which used to be included in the turnover of zinc alloy die
casting business segment in the past as those plastic
injection moulding products only made little contribution to
turnover and were attached to the zinc alloy die casting
products) had been separated from that of zinc alloy die
casting business starting from the year of 2010 following the
significant contribution of the plastic injection moulding
business relative to the overall turnover.

Magnesium alloy die casting business

Given the prevailing market trend of notebook computers,
the turnover of magnesium alloy die casting business
increased persistently and achieved a satisfactory growth of
18.4% to HK$165,752,000 (2009: HK$139,997,000),
representing approximately 18.1% (2009: 22.1%) of the
Group’s turnover. During the year, the Group had
successfully received orders for components of 3C
(communication, computer and consumer electronics)
products from new customers and the Group will continue
to expand its customer base.

Aluminium alloy die casting business

Aluminium alloy die casting business had delivered a
moderate growth in turnover by an increase of 19.2% to
HK$196,453,000 (2009: HK$164,846,000). Nevertheless,
the contribution of this business segment to the Group’s
turnover decreased from last year’s 26.0% to 21.5%
proportionately as a result of the growth of plastic injection
moulding business. Following the global economic recovery,
the market demand for 3C and household products will
continue to increase and the Group will focus on its research
and development efforts in order to further increase its
market share.

HESREBEK

FRN - FESBEER S %5 A356,098,000
BIT(ZZTETNE : 275,482,000/ 7T (EF))) -
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Management Discussion and Analysis (Continued)

BEREN WO ()

(€)

Plastic injection moulding business

During the year under review, this new business segment had
recorded a robust growth of 264.5% with a turnover of
HK$195,041,000 (2009: HK$53,507,000 (restated)) since the
Group had secured continuous orders from a new customer in
the United States last year in respect of protective cases for 3C
products. This new customer is a renowned innovator of
protective solutions for leading global handheld devices
manufacturers, wireless carriers and distributors. The
Management believes that the Group’s plastic injection
moulding business is in a strong position to deliver continuing
business growth in the forthcoming future.

PROSPECTS

Looking ahead, the operating environment faced by the
manufacturers located in the PRC remains challenging.
Appreciation of Renminbi, rise in minimum wages, increase in
crude oil prices and other costs will continue to exert pressure
on the profit margin of manufacturers operating in the PRC. In
view of this, the Group will put more effort on enhancing
automation in order to streamline workforce and manufacturing
processes with an ultimate goal to improve its overall
operational efficiency.
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Management Discussion and Analysis (Continued)
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The Group has expanded into plastics injection moulding
business since the inception of its new plant in Daya Bay
Huizhou, the PRC in 2009 with a view to provide a customized
and comprehensive one-stop service to our customers. This
business strategy has successfully opened up a new revenue
stream for the Group. As more new models of electronic
handheld device will be launched in the market and product life
cycle is becoming shorter, the demand for protective cases are
expected to increase remarkably. Seizing this golden
opportunity, the Group will continuously expand its distribution
network for plastic injection moulding products with an aim to
capture additional market shares. In addition, the Group will
actively seek opportunities to collaborate with its customers in
the design and development of new products with a view to
generate synergy effects.

L9 M Sy
g

Riding on the growing importance in energy saving and
environmental protection, the Group has stepped into the green
lighting arena by initiating the research and development on
using magnesium alloy to manufacture light emitting plasma
(“LEP”) lighting products in the second half of 2010. In the
beginning of 2011, the Group has entered into a memorandum
of understanding with a diversified lighting component
manufacturer based in the United States to develop products
using our partner’s LEP and other related technology. The
Group has planned to launch its first series of LEP product —
street lamp and parking light in the second quarter of 2011 and
will continue to develop other applications of magnesium alloy
on LEP lighting products in order to replace traditional light
source. By collaboration with our partner, the Management
expects that these market leading energy efficient and cost
competitive lighting products would capture huge business
opportunities for the Group and create better value to our
shareholders in the years to come.
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Management Discussion and Analysis (Continued)

BERE WO (8)

Notebook computers have become a major driving force for the
growth of both personal and commercial computer market and
therefore, the market demand for notebook computers will
continue to rise. Hence, the growth momentum for notebook
computers is expected to outrun that of the traditional desktop
computers. The Group will capitalize on the growth of this
industry by enhancing its production efficiency which will
ultimately improve its profit margin.

The first phase of our new production facility in Daya Bay is
currently in full operation and it mainly produces aluminium alloy
and zinc alloy die casting components together with plastic
injection components. With this new production site which can
provide one-stop service to customers, the Group is able to
better serve the varied requirements of clients across the world
and support the development of its plastic injection components
in order to gain more market shares.

In 2010, the Group had undertaken an “intellectual capital
business model” enhancement program to further improve its
competitiveness. This new business model focuses on the
Group’s value capitalization covering human capital, corporate
structural capital and relational capital. The initial results of this
enhancement program were satisfactory and the Group’s
production efficiency had been enhanced. The Group will
continue to implement this new business model to ensure the
sustainable development of the Group.

The Group’s established businesses are expected to continue
to perform satisfactorily and the introduction of plastic injection
moulding and LEP lighting products business would become
new business arena for the Group in the coming year. In view of
this, the Group is well positioned to grasp the upcoming market
opportunities and seek for continuous business development
and growth. The Management has full confidence in the future
prospects of the Group in the long run.
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Management Discussion and Analysis (Continued)

EREIHE

it ()

(D) LIQUIDITY AND FINANCIAL RESOURCES

(E)

12

As at 31 December 2010, the Group had pledged bank
deposits as well as bank and cash balances of approximately
HK$124,764,000 (2009: HK$80,401,000), most of which were
either denominated in U.S. dollars, Renminbi or Hong Kong
dollars.

Total interest-bearing borrowings of the Group as at 31
December 2010 were approximately HK$136,804,000 (2009:
HK$99,416,000), comprising bank loans and overdrafts of
approximately HK$124,851,000 (2009: HK$75,225,000) and
obligations under finance leases of approximately
HK$11,953,000 (2009: HK$24,191,000). 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 2010, 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 22.7% (2009: 17.9%)

As at 31 December 2010, the net current assets of the Group
were approximately HK$161,072,000 (2009: HK$135,780,000),
which consisted of current assets of approximately
HK$487,294,000 (2009: HK$339,951,000) and current liabilities
of approximately HK$326,222,000 (2009: HK$204,171,000),
representing a current ratio of approximately 1.5 (2009: 1.7).

EXPOSURE TO FOREIGN EXCHANGE RISK
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 relatively 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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(F)

(G)

(H)

i ()

CONTINGENT LIABILITIES

As at 31 December 2010, the Group had no material contingent
liabilities.

CHARGE ON ASSETS

As at 31 December 2010, 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 2010, the Group had approximately 4,700
full-time employees (2009: 3,400). 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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Directors and Senior Management
E=NEREEAR

EXECUTIVE DIRECTORS

Mr. Lee Yuen Fat, aged 55, 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, Director of the China
Foundry Association, 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, Councilor of the Hong Kong Hunan Chamber of Commerce,
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 and
the Deputy Director of the Fourth Die Casting Technical Committee,
Foundry Institution, Chinese Mechanical Engineering Society.

Dr. Keung Wing Ching, aged 59, 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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Directors and Senior Management (Continued)

SEEkEREEAE (B)

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,
the Honorary Chairman of the board of directors of Hong Kong
Critical Components Manufacturers Association, a committee
member of the Hong Kong Q Mark Council of the Federation of
Hong Kong Industries, Director of China Foundry Association and
Standing Committee Member of the Foundry Institution of Chinese
Mechanical Engineering Society. 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 49, 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 50, 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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Directors and Senior Management (Continued)

SEkEREEAE (B)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Sun Kai Lit Cliff ses,sp, aged 57, 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 Poalitical 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 ges, mn, sp, 2aged 58, 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 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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BEENSRETIEBAS (8)

Mr. Yeow Hoe Ann John, aged 70, 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 46, 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 the managing director and chief investment
officer of Look’s Asset Management Limited, a fund management
company founded by him in April 2009. Mr. Look is also currently an
independent non-executive director of TCL Communication
Technology Holdings Limited, a company whose shares are listed on
the Hong Kong Stock Exchange.

SENIOR MANAGEMENT

Mr. Chan Sin Wing, aged 38, 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 54, 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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Directors and Senior Management (Continued)

SEkEREEAE (B)

Mr. Ng Mang Nga, aged 45, 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 52, 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 20 years’ experience in sales and is the sister-in-law of Mr. Lee
Yuen Fat.

Mr. Li Yuen Wah, aged 53, 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 44, 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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Directors’ Report
EERRS

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 2010.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the manufacture of zinc,
magnesium and aluminium alloy die casting and plastic injection
products and 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 16 to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated
income statement on page 38.

The board of directors (the “Board”) of the Company recommends
the payment of a final dividend of HK3.2 cents per share to the
shareholders whose names appear on the register of members of the
Company on 16 May 2011.

The register of members of the Company will be closed from
Thursday, 12 May 2011 to Monday, 16 May 2011, 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
Wednesday, 11 May 2011.
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Directors’ Report (Continued)
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RESERVES

Movements in reserves during the year are set out in the consolidated
statement of changes in equity on page 43.

As at 31 December 2010, the Company’s reserve available for
distribution amounted to approximately HK$201,901,000.

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 26.20%
— five largest customers combined 75.10%
Purchases
— the largest supplier 17.02%
— five largest suppliers combined 39.06%

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 2010 and assets and liabilities of the Group as
at 31 December 2006, 2007, 2008, 2009 and 2010 are set out on
page 124.
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Directors’ Report (Continued)
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SHARE CAPITAL

Details of the movements in share capital of the Company during the
year are shown in note 29 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.

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

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

Ir Dr. Lo Wai KwokK ggs v, s

Mr. Yeow Hoe Ann John

Mr. Andrew Look

The biographical details of the directors are set out on pages 14 to 17
of this annual report.

In accordance with the Company’s Articles of Association, Dr. Keung
Wing Ching, Mr. Chan Tat Cheong, Alan and Mr. Yeow Hoe Ann, John
will retire at the forthcoming annual general meeting and, being
eligible, offer themselves for re-election.
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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.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the section headed “Continuing Connected
Transactions” set out on page 30 and 31, 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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£ BEEAR RS AKERATR—FRBR
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EECE0ER
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2010, 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

Name of Director Capacity

EsnR

51

Executive Directors

BITES

EERFETBRABRAQATREM
BORE 2R - HEARGDRESAE

wmRER

TE-EF+-A=+—H FRAEEFEkE
TTRAR - WARE R EBEERE (E % 2583

KEREGHI(TE 5 R BRG] ) EXVER) Z B
RN kESFT  BEREBEESRAEERME
XVERE7 R F8D R AMEA R R REBMAR S
FRERARI([BERPT ) 2 MR (BREREE
FEHIBRPIZF RN EER R RAEE 2E
MEENER) + WRIBFESF R AERPISE35215%
BRBEZGMLETSMZERRER + RRE
BprEs EmARR(T EWmRA)) EHRRES
ETEFRZNRESTR(MRETRI D AME R
NRI MRz S RERIT ¢

===
=

R zRE

Approximate
percentage of interest
in the Company
LER NG
BHAEDL

Number of
Shares

R{BE

Mr. Lee Yuen Fat (“Mr. Lee”) Interest in controlled company™ 607,200,000 68.79%
TRBGEE ([FRE]) PR RO
Beneficial owner 2,100,000@ 0.24%
EnlEEA
Dr. Keung Wing Ching Beneficial owner 20,668,000 2.34%
FOKIEE L EmEBA 1,054,000@ 0.12%
Mr. Wong Wing Chuen Beneficial owner 18,480,000 2.09%
=K BEnEA A 1,450,000@) 0.16%
Mr. Chan Tat Cheong, Alan Beneficial owner 7,029,000 0.80%
PRiEE A& EnBEEA 998,000@ 0.11%
Independent Non-Executive Directors
BIFEHITES
Mr. Andrew Look Beneficial owner 7,000,000 0.79%
BERSTAE EnEEA
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Notes:

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 page 26 to 30.

Save as disclosed above, as at 31 December 2010, 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 2010 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.

paz -

1. 7 3% Precisefull Limited ([ Precisefull |) 2 &6
EEITIRAR - At - FRAWR BB B Precisefull
ROPR A SS - A AR A Y A Precisefull T A
RIS EIRERS

2. ZEEMESTREERAMEBEERERESS
FEERRERT BIPT R LIRS A - BRIRBER
RIREF26EEI0H 2 [ EHE S5 -

BREXFIEEEN R —FFF+_A=+—
B MEARAEERTETHRAERARAFR
HAEMEBEE (EE R B LS RPIEXVEL)
2Bt - RO RESFTHEETAREES R
HIE IR EEXVARSE7 ) 5580 BR A A& A 1% 7] K B
R EmSER (BRRERIEEZ K AEHD
ZEBECREFRR AR ZERZRER) + FR
RRE S N BB G DI 36216 A FC 8RN 7% R P st 2
FrRMzEEakEs  RBERETAAMER
RE SRRz Em R ER o Mo - R B EE
Sh ARRREEFAMBARRBE—_T—FTF
TZA=t—RLEEBFAMBTLEMNRE <
ARREERREZEBIR DT N\RZ FLA
EBARRRREMER 2 B S EREE R o
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS
As at 31 December 2010, 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

Capacity

51

Precisefull Beneficial owner
EmfAA
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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R ZRE
Approximate
Number of percentage of interest
Shares in the Company
AL FfERE
IR 8 E BB
607,200,000 68.79%

Aat -

1. TR A Precisefull 2802 BITIRA » Ftt -
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SHARE OPTION SCHEME B fEnt &l

1. Pre-IPO Share Option Scheme 1. BARABERERBRETS
On 1 June 2007, an aggregate of 59 pre-IPO share options of RZEZLFA—H AH0MEH
22,000,000 shares were granted to selected persons as 22,000,0008% 8% 17 2 B XA FEE R A
incentives or rewards for their contribution to the Group. Details ERTERTEAL  (EARSHAEEMEL
of the options granted under the pre-IPO share option scheme BERZ BB EEE - REFER - RIBEEAAH
during the year were as follows: BERBIRET IR 2 BRI T

Number of shares options

BREHE

Lapsed/
Exercise Exercised Cancelled  Outstanding

Category of Price Exercise As at during during as at
Grantee/Name Date of grant (HK$) Period 01/01/2010 the year the year 31/12/2010

R=2-2%
BARA g R-E-B% RER RER +=B=+-H
R/ % b= () f == f AR/ 1e RATHE

Executive Directors

YITES

Mr. Lee 01/06/2007 0.81 27/06/2008 1,320,000 - - 1,320,000
FRAE - 26/06/2011

Dr. Keung Wing Ching 01/06/2007 0.81 27/06/2008 880,000 - - 880,000
FKIEELT - 26/06/2011

Mr. Wong Wing Chuen 01/06/2007 0.81 27/06/2008 880,000 - - 880,000
HKBRLE - 26/06/2011

Mr. Chan Tat Cheong, Alan  01/06/2007 0.81 27/06/2008 880,000 - - 880,000
BESLE - 26/06/2011

Others

Hitr

Employees 01/06/2007 0.81 27/06/2008 13,442,000 = 220,000 13,222,000
B8 - 26/06/2011

Total 4% 17,402,000 = 220,000 17,182,000
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All grantees of the pre-IPO share options may only exercise the FTE &R AR EERIERIE 2 AR AERIR
pre-IPO share options granted to them as follows: AT A RATE R AR E R EARGE -

Maximum aggregate
percentage of shares that are
issuable upon exercise of the
pre-IPO share option granted

to each grantee
BRABATEERE ZERAH
BERBREMATRTH
R34 E 5t EFR

From 27 June 2007 (the “Listing Date”) to the date immediately 0%
before the first anniversary (the “First Anniversary”) of the Listing Date

“ETHFEARAZTER( EMRBDE Fm AR R —AFEH
(I—AEFE818aT—H

From the First Anniversary to the date immediately before the second 30%
anniversary (the “Second Anniversary”) of the Listing Date

—EAFERELMAMEAMAEAFER(MAFER DHAT—H

From the Second Anniversary to the date immediately before the 60%
third anniversary (the “Third Anniversary”) of the Listing Date
MAFERZ EmBARR=ZAFER(=ZAFER DRI —A

From the Third Anniversary to the date immediately before the 100%
fourth anniversary of the Listing Date

—AFERE EHABREHEEFE B/ET— B

Save as disclosed above, no further options were granted bR EXHEREI ERBEXAREER
under the pre-IPO share option scheme. REARAE ST B — PR AT IRHE -
2. Share Option Scheme 2. [BRRESTE

A share option scheme (the “Share Option Scheme”) was —IERE T B ([IERERT B DR =22+
adopted pursuant to the written resolutions passed by the FRAZARBARBRR BB EERE
shareholders of the Company on 2 June 2007. The purpose of R - IBARMEET S B EMEE A TIRE
the Share Option Scheme is to provide incentives and rewards ERBREHANEEMEL TR 2 5RE) R &
to selected eligible persons for their contributions to the Group. H o BRETEIN —EARE_Z—1FX
The Share Option Scheme will remain valid until 1 June 2017 A— Bk —BREFUKEI0OBITEL °

and each option will be granted at a consideration for HK$10.
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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 28,262,000
shares, representing approximately 3.2% 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.

BTS2 2 BE B RAKERAKER
BREAFXZARNMBARIZES - &
8 BR - ZxAL 7P ftEm - RE
7 AR - FERA SRR -

IRAR B AHERT 8 AN R ATER A0 2 LA BB A%
RERTEIHS T 15 2 i AR A e SR B T A P
BT ROHEE - & MEBBN IR
DHEZ10% ° BoN - IRIRREARMERTEI R AT
]34 R BTSRRI A A R R A0 BB AR M A T
SIERB B ARITER A TITE 2 BIEE
TER AR T 2 DB E - A ETEHB
RN E B TR 230% ©

IRIBER AR 8 AR R BIPTER AN 2 E A BB AR
e 28E e RSB TREZER
R (BREEITERERTTEZ B EITE
MAMER2EASBE(EERTER)E#
TR TEITZRNEE - TMFEBRLEA
HIEBTROBEZ1% - EE—FTRT
HiB1% LR Z BB ERBRAE L&
BRRALAE - A2 EE REBEALAR

BRE -

IR AR AR AT B AT RE4% 1 O BB AR AT K Y
A1 48 1 528,262,0000% @ HHERAFIRHA
HAARDNEIBBITIRALB.2% °

EEgNREBREZNRERBREEA
FATENBR - BANERBERE 8
B T AfEm o B 8l Z R T
WEB AR A BIRE 2 SRR R ATT
EREREMBAEEN Z2RRBBFEZ —RR

.
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The subscription price for any share under the Share Option BREAZETRNNABELRESTSR
Scheme will be a price determined by the Board and will be not T MRERITEERUTESE

less than the highest of:

()  the closing price of a share as stated in the Stock () BHEEEERERS(EALER)H
Exchange’s daily quotations sheet on the date of grant of AT B RERFTREA Y TE

the relevant option, which must be a business day;

(i) an amount equivalent to the average closing price of a (i) SIS E R A A AL
share as stated in the Stock Exchange’s daily quotation B %2 B 45 1 $R{B 2 B 51 BR 47 15 ik

sheets for the five business days immediately preceding

) HE R
the date of grant of the relevant option; and

(i)~ the nominal value of a share on the date of the grant. (i) Bt DA E e
RZFZENF=ZA+=0 - AR EREER
5t &l 17 7 5= [F 8 B X 120,102,000 17 B
Bt - TR ERER0.M5EBTT - RAFE

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 A - AREIREEEZ REFMAT
during the year is set out below:

Number of shares options
BREHAE
Lapsed/

Exercise Granted Exercised Cancelled  Outstanding
Category of Price Exercise As at during during during as at
Grantee/ Name Date of grant (HK$) Period 01/01/2010 the year the year the year 31/12/2010

R=B-B%

ERA ke —E-%f RER +ZA=t-H
Bhl/ 1% (B7) =J=d RERRE S Vi | HAITE
Executive Directors
HiTES
Mr. Lee 13/03/2008 0.415 13/03/2009 780,000 - - - 780,000
ThE -12/03/2018
Dr. Keung Wing Ching 18/03/2008 0.415 13/03/2009 580,000 - 406,000 - 174,000
T - 12/03/2018
Mr. Wong Wing Chuen 18/03/2008 0.415 13/03/2009 570,000 - - - 570,000
BAERE -12/03/2018
Mr. Chan Tat Cheong, Alan ~ 13/03/2008 0.415 13/03/2009 390,000 - 272,000 - 118,000
REERE -12/03/2018
Others
Htt
Employees 13/03/2008 0.415 13/03/2009 12,358,000 - 1,951,400 806,600 9,600,000
&8 -12/03/2018
Total &% 14,678,000 - 2,629,400 806,600 11,242,000
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Notes:

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

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

8. The fair values of options granted during the year and the
respective accounting policy adopted are set out in note 35 to
the consolidated financial statement.

COMPETING BUSINESS

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 2010.

CONTINUING CONNECTED TRANSACTIONS

On 3 November 2009, the Group entered into a master agreement
(the “Master Agreement”) with Chit Shun Machinery Limited (“Chit
Shun”) for a term of three years commencing from 1 January 2010 to
31 December 2012, 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. Leg)
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.
At the extraordinary general meeting held on 11 December 2009, the
independent shareholders of the Company had approved (i) the
Master Agreement and the transactions contemplated thereunder;
and (i) the proposed annual caps for each of the three years ending
31 December 2012.

For the year ended 31 December 2010, Chit Shun Transactions
totalled approximately HK$3,337,000 (2009: HK$8,021,000).

Bt -

1. BRESEHEABRERHREITES
R A HLE -

2. EERERBRRERLBSHZANKTES
0.415 87T °

3. NEARBNBEEATERERRZE
SR BN RS M IS RAR M 35 -

PR ER
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ANRIBFFHRI N 2 TN B T2 2 550 -

FEREXS
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HCERERY) T @i ([ @ipE]) - 5
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RAR AZEER—BBIYEZHIRSEERS
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# o BHN RESLE(FTREMNAR) AEAR
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M BEFRITERR - REAASEAQFNEEA
T(EER ETARAD o Bt - AEEEERL YR
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—EENFT_A+HETZRESKRE
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TR R(iNBEZZE——F+=A=+
—AIE=RFESF2EFFELR -

BE-_Z—ZTE+_A=+—BILFE £
L5 N A3,337,0008 T (ZEENE
8,021,000/87T) °
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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.

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with the Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter
on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued his unqualified letter containing
his findings and conclusions in respect of the continuing connected
transactions disclosed by the Group on page 122 and 123 of the
Annual Report in accordance with the Main Board Listing Rule
14A.38. A copy of the auditor’s letter has been provided by the
Company to the Stock Exchange.

PUBLIC FLOAT

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.

SUBSEQUENT EVENTS

Details of post balance sheet events are set out in note 36 to the
consolidated financial statements.

AUDITOR

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, 21 March 2011
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Corporate Governance Report
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PERERWE

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 2010, the Company is in compliance with
all the code provisions of the CG Code.

THE BOARD

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 14 to 17 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.

ARREEE((EFE ) HERFZERERT
AN REIREENEOMEMRRNERER
EZ - -BEFE RBIARRKTINEEER
EMRAARNRA 2 BEERTA

RRmE 2 EEIE T RITI AR PriE % £ AR Al
(T ETAR A DM+ KR ERER TN &
ZERTA D ZRAIRSTAIGX RER - R=F
—ZF  ARFEETEEBRATRIFHMEST
ANERC »

EEg
EESHAAENTAEE 2 BREBRE - &
EEMFAAEEESEENB L2 RR - ik
A ARRBZERERKF - RRBMAEER
TRREEARRNRAITRAHAE - EFEC
B—RIBEERTARASRERE - BIEHR
TEEENRER KBEFSIENETERA R
AEISMARR R EEEREREL B KLEE
HEMEREEMEEABINEE  UREER
EREEHE  EFSNESRERER I
EITHRE -

Exeghn//\REFEK BENERTERRO
BEIFNTES - RAWER  ARFAEEZ
BEABHFEHRAERE14EEITH ©

BEFERB2HEWLANE - X5 - BBIE
EANEEZRER o

BEIFATEFCRBELTRAUNBEREE
THAEERER At ARRRBRLEESR
BELAL -

BB IFNTES ZIREEHRAMF - REA
BRARNREMERZAINEXEARTZBR
BERE LWESREIEEBT -

32 Ka Shui International Holdings Limited - 225 BBS R G R A A



Corporate Governance Report (Continued)
rEERSE (B)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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.

AUDIT COMMITTEE

The Company established the Audit Committee in June 2007. The
primary duties of the Audit Committee are to review and approve the
financial reporting process and internal control system of the Group
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 gss, o, Ir Dr. LO
Wai Kwok gss, wH, op @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 2010, 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.

NOMINATION COMMITTEE

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 CIiff gss, o, Ir Dr. Lo Wai Kwok sss, v, oo, Mr. Yeow Hoe Ann
John, Mr. Andrew Look and Dr. Keung Wing Ching. Mr. Sun Kai Lit
Cliff gas, up is the Chairman of the Nomination Committee.

During the year, the Nomination Committee held one meeting to
review the structure, size and the composition of the Board.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee in June
2007. The major duties of the Remuneration Committee include
reviewing and determining the terms of remuneration packages, the
award of bonuses and other compensation payable to directors and
senior management. The Remuneration Committee consists of Mr.
Sun Kai Lit Cliff gss, s, Ir Dr. Lo Wai Kwok gas, mr, sp, 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 gss, s, @n
independent non-executive director.

During 2010, the Remuneration Committee held two meetings and
approved the remuneration adjustment of executive directors.
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TEEBWME (8)

ATTENDANCE OF MEETINGS HESE
A summary of attendance of Board and Committee meetings in 2010 FT&R#HIIN_ZT—ZTFEEERZEgER 2
are detailed in the following table: fEERME

Audit Nomination Remuneration
Board Committee Committee Committee

meeting meeting meeting meeting

ExE2e8 FKEEEES REZEE2EE 2 FHEEEE=

Executive Directors

HITES

Mr. Lee Yuen Fat 5/5 - - -
FRBKE

Dr. Keung Wing Ching 5/5 - 1/1 2/2
FoKIEEL

Mr. Wong Wing Chuen 3/5 - - -
Mr. Chan Tat Cheong, Alan 5/5 - - -
PRESSLE

Independent Non-Executive Directors

FHITES

Mr. Sun Kai Lit, Cliff ggs, jp 4/5 2/2 i7al 2/2
TRRIRUSCAE oes . awmt

Ir Dr. Lo Wai Kwok ggs, m, Jp 5/5 2/2 i7al 2/2
EEBIEL sgs. wn. avmt

Mr. Yeow Hoe Ann, John 5/5 2/2 1/1 2/2
Az S &

Mr. Andrew Look 5/5 2/2 i7al 2/2
BEERSEAE

MODEL CODE FOR SECURITIES TRANSACTIONS EEHETRERZINEESH

BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix AN &2 £ 48 _E AR BB &%+ Fr sl 2 1225 <P Rl
10 of the Listing Rules. Having made specific enquiry of all directors, &AE2RBEFFELARSHERR  HERFN
all directors have confirmed that they have fully complied with the — —&H 2 EE<FIRAESFRIPTEURE 4L -

required standard set out in the Model Code during the year.
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ﬁ:\ kk/\m#&—/j: (/t‘/g\)

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 2010. 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 Auditor’s
Report on page 36 and 37.

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:

ESRMBBRRMARE2RE

EEHRAEURIARABE_FT—FTF+ A
E-l——EIJJ:iE*E?H‘%iE?%ZTE RREZINEE
AV E S AR B G IHRER 2 RWE (E
2B BRNEBRBEITEZBILZBEMIRE
A o

MRREE 1
ERgRAEARARERENARNAEIE
BEG  WREAEEEERBRRZKE - Ry
SEBE-ABEZELT - EBRE AR AR
i BRCEVYNRBANFAERBYE - &
E&ﬁ(fiﬁ%ﬁ%ﬁt%’“i o ZEFIMRE 2 RES
REARARZBRZESEMN  UABERBERKLE
W2 MBI R REEFE

BREE 2N £
REE T8 BETEZEZRIERZRIEHIZ A
BT

(In HK$'000) (LB T T 8Elr)
Statutory audit ETEEZ 930 880
Non-audit services! FEBZRIBO 215 366
Total e 1,145 1,246
Note: Bzt -
1. Non-audit services mainly include interim review and tax advisory 1. SEEZIRTS = E A BEM RRG A AR
service.
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Independent Auditor's Report
VA IRy

RSM Nelson Wheeler

P EE (BR) SstEHM

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 38 to 123,
which comprise the consolidated and Company statements of
financial position as at 31 December 2010, 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 information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Qur responsibility is to express an opinion on these consolidated
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 Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial
statements are free from material misstatement.

HERERERERAF
2ERRR
(REIESHSTMA LA EREA])

Az EED (AT TR B BRI BN FI8E
F12BEMNEHRBERZERERAT(TEAR]) LA

MEAR (S ERE DR BHRE - EPE
BER-_ZE—ZEF+-RA=+—HWEaR ER

B BAIRE - @ﬁéﬁﬁtiﬁﬁ’]ﬁé%m% '
FATHBER GEEREBHRIEAERDN
ERURTEEHERME A MBREER -

EENGSUBBRRARBNRE

BAREFARRREEEGHALERA(E
AR BEREEAD R ERDAEIDRBERT * 7
BRABATHIRRSGAMBRE - URE

FRANEEANBREOBHTHERRIES
B AR T BB PO B A S SRR T 6 MO PO B o
BB R

RRZEA

BPNEERRERMNBRER  HZEHA
PHBRERER - LERZBBRRRE - Rt
2O RBETARBEREMAR - ZFITERA
BEANRAETMEMALE ESREEREE -
BHMERBEEGTMAGHEMNCEBETE
ADETTEZ - ZFEANZREIETERRL -
WEtBIRATER - UAEBEBEZSHRA MBER
RER NFEEMEAFERRAL -
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Independent Auditor's Report
BNz A RS ()

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
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of consolidated financial statements
that give a true and fair view 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 consolidated financial statements.

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

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 2010, 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

21 March 2011
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Consolidated Income Statement
S =T
VAR =T Efﬂi

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

2009
—ETNF
HK$'000
FET
Turnover e 6 913,344 633,832
Cost of sales SHE KA (733,722) (491,578)
Gross profit ER 179,622 142,254
Other income E A 7 12,332 3,742
Selling and distribution expenses SHE R A (13,831) (7,577)
General and administrative expenses —MR R ATER S (102,212) (86,472)
Profit from operations R RF 75,911 51,947
Finance costs BhE KA 9 (2,139) (1,610)
Loss on disposal of a jointly e RREGIEEEE
controlled entity - (298)
Profit before tax BRB A 73,772 50,039
Income tax expense FriSEif sz 10 (17,639) (12,239)
Profit for the year attributable ARATEEIEEAEMN
to owners of the Company F R F 11 56,133 37,800
HK Cents HK Cents
Earnings per share BREF 14
Basic EK 6.37 4.30
Diluted e 6.30 N/A
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Consolidated Statement of Comprehensive Income

/\\/T\IZI %EJ" %

For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

2009
ZEENFE
HK$’000
FET
Profit for the year FREFR 56,133 37,800
Other comprehensive income, BRBEEMEERE
net of tax:
Exchange differences on translating foreign & /GINEFEE A 2 [EH =58
operations 10,809 68
Less: Reclassification adjustments for kg - N E RIS H T2 A
exchange differences to profit or loss B iRAE HERE
upon disposal of a jointly controlled BoERE
entity = (922)
10,809 (889)
Total comprehensive income AATRERSEABEER
for the year attributable to owners 2HEUEHEEE
of the Company 66,942 36,911
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Consolidated Statement of Financial Position

e MBORR

At 31 December 2010 R=—E—FF+—-H=1+—H

At
At 31 December 1 January
R+=—A=+-—H n—A—H
2010 2009 2009
—E-2F5 ZZTTHhEFE ZZTTNF
Note HK$°000 HK$’'000 HK$’000
HieE FET FBT FET
(restated) (restated)
(&%) (&%)
Non-current assets FRBEE
Property, plant and equipment WE - MBS NERE 15 436,939 404,061 358,951
Investment in a jointly controlled %}t [ 35 4| E 22491 &
entity - - 7,470
Club membership SHEs 718 718 718
Available-for-sale financial assets rIHHE S FEE Tire - - -
Deposits paid for acquisition of ~ FEREBE Y% « Rk
property, plant and equipment RE2ES 18 7,097 18,484 30,090
444,754 423,263 397,229
Current assets MENEE
Inventories PN 19 182,757 130,533 125,116
Trade receivables B SRl FIE 20 154,333 111,755 97,445
Prepayments, deposits and TEMRIE - mE RHEM
other receivables FE U 58 17,148 15,662 10,155
Current tax assets BNERFRIE & - 1,600 1,118
Financial assets at fair value BATFERT ABSERA
through profit or loss CHEE 21 8,292 - -
Pledged bank deposits BHIPRITIFR 22 2,232 2,230 4,282
Bank and cash balances RIT RIS R 22 122,532 78,171 74,940
487,294 339,951 313,056
Current liabilities REBAE
Trade payables B S EMNFIE 28 126,229 59,260 53,306
Deposits received Bz e 3,702 1,012 2,578
Other payables and accruals HiE B R EE A 48,416 36,880 27,134
Due to a related company FERBEE A RIZIE 24 1,456 2,422 792
Financial liabilities at fair value BAFETABRERASRE
through profit or loss =L - - 3,047
Bank borrowings IRITIEFK 25 124,851 75,225 49,785
Current portion of obligations &M A AR BN EAE o
under finance leases 26 11,953 22,440 26,428
Current tax liabilities BNEAFHIE & & 9,615 6,932 466
326,222 204,171 163,536
Net current assets RBEEFE 161,072 135,780 149,520
Total assets less current EEAEBERADERE
liabilities 605,826 559,043 546,749
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Consolidated Statement of Financial Position (Continued)
e R(E)

At 31 December 2010 R—ZE—FF+—-H=+—H

At

At 31 December 1 January
R+t=—HA=+—8H Mn—HA—H
2010 2009 2009
—g-¥F —TTNF —TENF

HK$°000 HK$'000 HK$000

FAET FHET FAET
(restated) (restated)
(&%) (&%)
Non-current liabilities FRBEE
Obligations under finance leases @& H 47 HE 26 - 171 5,501
Deferred tax liabilities RIERIEB & 28 2,388 1,608 1,608
2,388 SIS0 7,109
NET ASSETS EEFE 603,438 555,684 539,640
Capital and reserves BEARR#E
Share capital R A 29 88,263 88,000 88,000
Reserves s 30 515,175 467,684 451,640
TOTAL EQUITY FETRAARE 603,438 555,684 539,640
Approved by the Board of Directors on 21 March 2011 ESgR_T——F=A_t+—HiuE
Lee Yuen Fat Keung Wing Ching
TR EKIE
Director Director
EE 2
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Statement of Financial Position

BIFSARER

At 31 December 2010 R=—E—FF+—-H=1+—H

2009
—ZETNF
HK$'000
FEIT
Non-current assets FRBEE
Investments in subsidiaries R B AR HIEE 16 10,000 10,000
Current assets REBEE
Prepayments, deposits and JENEIE - RS REAM
other receivables JEWGRIA 284 229
Due from subsidiaries A NGRS 16 337,657 315,157
Bank and cash balances RIT RIS A 22 387 75
338,328 315,461
Current liabilities REEE
Other payables and accruals E A R R e B 6 18
Due to subsidiaries NI IENGI B 16 46,379 24,753
46,385 24,771
Net current assets RBEEFE 291,943 290,690
NET ASSETS EEFE 301,943 300,690
Capital and reserves BEARRHE
Share capital SN 29 88,263 88,000
Reserves EE 30 213,680 212,690
TOTAL EQUITY XA 301,943 300,690

Approved by the Board of Directors on 21 March 2011

BEEenR _T——F=A_+—HAE

Lee Yuen Fat Keung Wing Ching

TR FKIE
Director Director
EZE EZE
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Consdidated Statement of Changes in Equity
GARREHE

For the Year Ended 31 December 2010 #tF —E—FF+ - A=+—HIFFZF

Attributable to owners of the Company
KRG E ARG RS

Foreign
currency Share

Share Share  Retained Capital Merger translation option  Statutory Total

capital  premium  earnings reserve reserve reserve reserve reserve equity

k& RHEE RERFA ARG AHRE  ENRE BRERE  iERE  ERAE

HK$000  HK$000  HK$000  HK$000  HK$000  HKS000  HK$000  HK$000  HK$000
%A FAT FET FET FET 7 7

At 1 January 2009 R=EENE—-A-A 88,000 198,589 214,522 8,036 (9,931) 22,299 10,459 7,606 539,640
Total comprehensive ERNZENE

income for the year - - 37,800 - - (889 - - 36,911
Recognition of BRARELE

share-based payments A - - - - - - 2,893 - 2,893
Dividend paid EfRE - - [3760) - - = g S 031760)
Changes in equity ERESEEY

for the year - - 14,040 - - (889) 2,893 = 16,044
At31December 2009and  H=ZBENE

1 January 2010 +ZA=+-8k

—Z-T5-fR-H 88,000 198,589 228,562 8,036 (9,931) 21,410 13,352 7,666 555,684

Total comprehensive ERZENE

income for the year - - 56,133 - - 10,809 - - 66,942

Issue of ordinary shares AT EREM ST

upon the exercise L ERER

of share options 263 828 - - - - - - 1,091
Forfeiture of share options 38t 2 B - - 2,111 - - - 2,111) = -
Exercise of share options ~ 17{f 2 B IRig - 334 - - - - (334) - -

Recognition of share-based  HAMRIELE 2 708

payments - - - - - - 872 - 872
Dividends paid BRE - - (21,151) - - - - - (21,151)
Changes in equity FREREY

for the year 263 1,162 37,093 - - 10,809 (1,573) - 47,754

At 31 December 2010 RZE-ZF
== 88,263 199,751 265,655 8,036 (9,931) 32,219 11,779 7,666 603,438
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Gonsolidated Statement of Cash Flows
,w\ fﬁimbiﬁ

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

NET CASH GENERATED FROM

REEBREBREFR

2009
—ZETNF
HK$'000

FEIT

(restated)

(&%)

OPERATING ACTIVITIES 32(a) 92,198 72,527
CASH FLOWS FROM INVESTING RETBHZRERE

ACTIVITIES
(Increase)/decrease in pledged bank BRI TR OEM )

deposits Y % 2 2,052
Acquisition of a subsidiary LB — Bt B X 7 32(b) - 72
Interest received 2HFILE 569 178
Proceeds from disposals of property, HEYE - WS NRE

plant and equipment 1,878 5,709
Purchase of property, plant and BEYE  WERRRE

equipment (64,142) (67,933)
Deposit paid for the acquisition of TR - MR RREZES

property, plant and equipment (4,358) (8,511)
Proceeds from disposal of a jointly H e R B e 2

controlled entity - 6,250
Net cash used in investing activities ®REEZEFIFERESFEHE (66,055) (57,183)
CASH FLOWS FROM FINANCING RETEH2RERE

ACTIVITIES
Issue of ordinary shares upon the RITEERREmMEITZ

exercise of share options TEAR 1,091 -
Dividends paid BEAIARE (21,151) (23,760)
Net bank loans due for repayment within - #11&R —SF NEE 2 IR1T

one year raised B 39,372 15,000
Repayment of obligations under finance {8 g1 & M8 495

leases (12,238) (13,826)
Repayment of term loans due BER—FEIHEEZ

for repayment after one year which BER(BERNENKE

contain a repayment on EERIEFR)

demand clause (13,700) (11,167)
Term loans due for repayment after one  ¥Ti&R—FEEIHEE 2

year which contain a repayment on BER(BERENKE

demand clause raised BEMIER) 24,000 22,000
Net cash generated from/(used in) BEEBFEL(FriE)

financing activities HEREE 17,374 (11,753)
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Consolidated Statement of Cash Flows (Continued)
melRengk(E)

For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

2009
—ETNF
HK$'000

FAET
(restated)
(&%)

NET INCREASE IN CASH AND RERERREEAE
CASH EQUIVALENTS B hnFEE 43,517 3,591

CASH AND CASH EQUIVALENTS R—A—BWRERER

AT 1 JANUARY IREER 78,125 74,501
Effect of foreign exchange rate changes  [& R & &) 28 890 33

CASH AND CASH EQUIVALENTS RTZA=t—-HANRER
AT 31 DECEMBER LRREER 122,532 78,125

ANALYSIS OF CASH AND RERERREWE D
CASH EQUIVALENTS

Bank and cash balances IRIT RIS 5 22 122,532 78,171
Bank overdraft RITHE 25 = (46)
122,532 78,125
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Notes 1o the Financial Statements
rE IR ERR M T

For the year ended 31 December 2010 #t2 —FE—ZFF+ _-H=+—H

46

GENERAL INFORMATION

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’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 16 to the financial
statements.

In the opinion of the directors of the Company, as at 31
December 2010, 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.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) that are relevant to its operations
and effective for its accounting year beginning on 1 January
2010. HKFRSs comprise Hong Kong Financial Reporting
Standards; Hong Kong Accounting Standards (“HKAS”); and
Interpretations. The adoption of these new and revised HKFRSs
did not result in significant 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.

ARER

ARERBEREHEAREERSHS M
MY ABXHREBRAR - B ERD
25 AClifton House, 75 Fort Street, P.O. Box
1350 GT, George Town, Grand Cayman,
Cayman lIslands ° HF Z&E I BF B
BESLBEE RARIBISRBIRZ S H 0 1210E ©

ARBR—RIREERARF - ENERFR
TREBIANAUBRERME6 -

RNRABEERE R-T—TF+_A=+
—H - Precisefull Limited(—BIREBERE K
BHEAMAZZ AR ARKE AR TR
BRE([ZHRAE D BARRR ZRIRERTT -

R R T RMBRE
2R

RAFE  AEEERWERRESEE -
MEBRHALR((BERHAAE )RR
it =B —TF— A— BN EHFE
T R AT RATE 3T BB B I R A
(TEBHBREER)) - BERBREER
BREBEMBHRELL  BEREAE
EREDER ) R - RTIIEIS - R
BB RIS BB I R ALK
EAEENEIERE - AEBHBRENS
BT ARAFEEAEFE SR STHR
BAZE -
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Notes to the Financial Statements (Continued)
RIS s E (&)

For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

= AN
N

2. ADOPTION OF NEW AND REVISED HONG BRI RREITEBHMERE
KONG FINANCIAL REPORTING STANDARDS 20 (48)
(Continued)
(a) Classification of Land Leases (a) THHEESE

Amendments to HKAS 17 “Leases” deleted the guidance
in HKAS 17 that when the land has an indefinite economic
life, the land element is normally classified as an operating
lease unless title is expected to pass to the lessee by the
end of the lease term.

The Group reclassifies a land lease as a finance lease if
the lease transfers substantially all the risks and rewards
incidental to ownership to the Group e.g. at the inception
of the lease the present value of the minimum lease
payments amounts to at least substantially all of the fair
value of the land.

Amendments to HKAS 17 has been applied
retrospectively and resulted in changes in the
consolidated amounts reported in the financial statements
as follows:

At 31 December
R+=—A=+—8H

BEGEREATHRIEE | ZEFTH
BEEEHERE1TR 2] - %I
SRR FEFT A TR IR IS R A
EEREAEA BRI EEF
HAERE - THED —ROBERL
EHE -

78 &S A RS Z B R B R
R OlsReEE T ARE (RESRSG
i RIEHEEFERERI BRI
FEZERHY) AIARKES LM
HESFHBEARMENEE -

BREERENTRZERTEBBE
A YERPBHRREBRZAESHE

At 1 January
m—H—A

2010 2009
—ZETNF
HK$’000

FAEIT

2009
—ETNEF
HK$'000
FEIT

—g-%f
HK$’000
FHT

Increase in property, plant and WEE - S RN

equipment 48,444 48,435 851628
Decrease in prepaid land lease 8 T #3050
payments (48,444) (48,435) (35,625)
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ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

(b)

Reclassification of borrowings

In November 2010, the HKICPA issued Hong Kong
Interpretation 5 “Presentation of Financial Statements —
Classification by the Borrower of a Term Loan that
Contains a Repayment on Demand Clause”. The
Interpretation is effective immediately and is a clarification
of an existing standard, HKAS 1 “Presentation of Financial
Statements”. It sets out the conclusion reached by the
HKICPA that a term loan which contains a clause which
gives the lender the unconditional right to demand
repayment at any time shall be classified as a current
liability in accordance with paragraph 69(d) of HKAS 1
irrespective of the probability that the lender will invoke
the clause without cause.

In order to comply with the requirements of Hong Kong
Interpretation 5, the Company has changed its accounting
policy on the classification of term loans that contain a
repayment on demand clause. Under the new poalicy, term
loans with clauses which give the lender the unconditional
right to call the loan at any time are classified as current
liabilities in the statement of financial position. Previously
such term loans were classified in accordance with the
agreed repayment schedule unless the Company had
breached any of the loan covenants set out in the
agreement as of the reporting date or otherwise had
reason to believe that the lender would invoke its rights
under the immediate repayment clause within the
foreseeable future.

The new accounting policy has been applied
retrospectively by re-presenting the opening balances at 1
January 2009, with consequential reclassification
adjustments to comparatives for the year ended 31
December 2009. The reclassification has had no effect on
reported profit or loss, total comprehensive income or
equity for any period presented.

RANFTR] RAMER] B R M BRE

¥EH

s

(b)

| (4&)

EREH D E

RZZE—ZF+—F  HELHEQ
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o WHRNARBRAEAETEGE
RIS SRR ES | o ER#k
FIEAGTRASEL LR « T8
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AEEWEB S RERERGEHRNE
HERD BAEBNEER © RIEH
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Notes to the Financial Statements (Continued)

e maRMEE(E)

For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

2.

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS

(Continued)

(b) Reclassification of borrowings (Continued)
Effect of adoption of Hong Kong Interpretation 5 on the
consolidated statement of financial position is set out

R RS TRV BRE
R (&)

(b) EREHDE(E)
RNEERBEESHRHGEEMBAN
WERNTEHIIOT -

below:
At 31 December At 1 January
R+t=—A=+—H R—H—A
2010 2009 2009
—E-=F —ETNF —ETNEF
HK$’000 HK$’000 HK$'000
FETT FHET FET
Increase/(decrease) in #n, CRd)
Current liabilities REEE
Bank borrowings RITIEFK 33,129 23,879 15,083
Current portion of obligations RE A RIER
under finance leases BNHAEB (9 3,021 10,165 118} 221
Non-current liabilities FREEME
Long term borrowings RAEER (33,129) (23,879) (15,083)
Obligations under finance leases  @h& H 4 HE (3,021) (10,165) (13,221)

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 a position to state whether these new
HKFRSs would have a material impact on its results of
operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

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 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.

Annual Report 2010 - ZE—EEER
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50

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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
these financial statements are set out below.

(@) Consolidation

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.

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.

TESTBR(E)

RETAB BB REEA M HRRASL
RETEERILMGE - THREEERES
SEHERAVBIETR RN A8 < 0 K R
RIS N Z S IRRBERNRR LA
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Business combination and goodwill

The acquisition method is used to account for the
acquisition of a subsidiary in a business combination. The
cost of acquisition is measured at the acquisition-date fair
value of the assets given, equity instruments issued,
liabilities incurred and contingent consideration.
Acquisition-related costs are recognised as expenses in
the periods in which the costs are incurred and the
services are received. Identifiable assets and liabilities of
the subsidiary in the acquisition are measured at their
acquisition-date fair values.

The excess of the cost of acquisition over the Company’s
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess
of the Company’s share of the net fair value of the
identifiable assets and liabilities over the cost of
acquisition is recognised in consolidated profit or loss as
a gain on bargain purchase which is attributed to the
Company.

In a business combination achieved in stages, the
previously held equity interest in the subsidiary is
remeasured at its acquisition-date fair value and the
resulting gain or loss is recognised in consolidated profit
or loss. The fair value is added to the cost of acquisition
to calculate the goodwill.

If the changes in the value of the previously held equity
interest in the subsidiary were recognised in other
comprehensive income (for example, available-for-sale
investment), the amount that was recognised in other
comprehensive income is recognised on the same basis
as would be required if the previously held equity interest
were disposed of.

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 (s)
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.
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For the year ended 31 December 2010 #Z — &

(&)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Foreign currency translation

(c)

(@

(i)

Functional and presentation currency

[tems 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.

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.

3.

TESTBR(E)

(c)

VRS
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(i)
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2010 B2 —F—ZFF+_-H=+—H

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEHBXRE)
(Continued)
(c) Foreign currency translation (Continued) (c) IINBRE(E)
(iiiy Translation on consolidation (i) #ZREIREBHNEREE
The results and financial position of all the Group EFRNAAEEEEKERNA T
entities that have a functional currency different from E2EBERINERE  HEE
the Company’s presentation currency are translated RO BARR TR T BRE
into the Company’s presentation currency as BARNRINE5|EH
follows:
- Assets and liabilities for each statement of — BUBRRAERMEINE
financial position presented are translated at ERAaEREE RN
the closing rate at the date of that statement HERHBE ;

of financial position;

- Income and expenses for each income — BEIRANBARRAZ
statement are translated at average exchange R E R & (R IEX
rates (unless this average is not a reasonable FHERIWIERR S HH
approximation of the cumulative effect of the HERER B ENES
rates prevailing on the transaction dates, in BAE  ERBERAT I
which case income and expenses are ARFAZIER S A HrkE
translated at the exchange rates on the RKE): &

transaction dates); and

- All resulting exchange differences are — FEAREEERZFER
recognised in the foreign currency translation P& W R AR ©
reserve.

On consolidation, exchange differences arising from SEERRE  BMEGIITEE
the translation of the net investment in foreign BRENEEMEANELZE
entities and of borrowings are recognised in the FENE N BN RER o BIE4N
foreign currency translation reserve. When a foreign EBEWEE  EXEZHREE
operation is sold, such exchange differences are BEPERALS5F S EE
recognised in consolidated profit or loss as part of B —&5H ©

the gain or loss on disposal.

Goodwill and fair value adjustments arising on the WEBINEBTELANEEN
acquisition of a foreign entity are treated as assets NHERABERBIEBINEER
and liabilities of the foreign entity and translated at BERaE  WikKmERXRBR
the closing rate. "o
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W5 ERaR M ()

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Property, plant and equipment
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:

over the unexpired term of
lease

shorter of 5 years and the
unexpired term of lease

51to 10 years

Leasehold land and
buildings
Leasehold improvements

Plant and machinery

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.

e 7—1—H

3.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Leases

(e)

(f)

(@

(i)

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

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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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Inventories

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.

Recognition and derecognition of financial
instruments

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.

e 7—1—H
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(i) Investments
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.

Investments are classified as either financial assets at fair
value through profit or loss or available-for-sale financial
assets.

(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.

(i) 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

@)

Investments (Continued)

(ii) Available-for-sale financial assets (Continued)
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.

Trade and other receivables

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)

0

Cash and cash equivalents

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.

Financial liabilities and equity instruments
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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(m) Revenue recognition

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

—EEr=f=+—A

3. FEETEHERE

(m) WD
ek TR B M sk e R B B R AR
B WRRBEN AR ERALER
EL& /ﬂéﬁgﬁb 3En+EBTﬁ§uL°

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 R
generally coincides with the time when the goods are
delivered and the title has passed to the customers.

Interest income is recognised on a time-proportion basis

using the effective interest method.

Dividend income is recognised when the shareholders’

rights to receive payment are established.

Rental income is recognised on a straight-line basis over

the lease term.

(n) Employee benefits
() Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as a
result of services rendered by employees up to the

end of the reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

(i) Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a
percentage of employees’ basic salaries. The
retirement benefit scheme cost charged to profit or
loss represents contributions payable by the Group

to the funds.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)

(o)

(p)

Employee benefits (Continued)

(iii) Termination benefits
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.

Share-based payments

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

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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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q)

Taxation
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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3. SIGNIFICANT ACCOUNTING POLICIES 3. FESHEEE)
(Continued)
(q) Taxation (Continued) () BHE(E)

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
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the Group intends to settle its current tax assets and A ARCHEEERBESZ T
liabilities on a net basis. HEH o
(N Related parties (n BEAL

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;
(i)  the party is a joint venture;

(iv) the party is @ 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);

(viy 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

(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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

Impairment of assets

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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3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t)

(u)

Provisions and contingent liabilities

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

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.

4. CRITICAL JUDGEMENTS AND ESTIMATES

(a)

Critical judgements in applying accounting
policies

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.
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66

CRITICAL JUDGEMENTS AND ESTIMATES

4. BARFER L5 (&)

(Continued)

(a) Critical judgements in applying accounting (a) FEASTTBEREHRR A (&
policies (Continued)
Legal titles of certain land and buildings ETTHRIEFWETERE
As stated in note 15 to the consolidated financial HANER A B TS SRR M ST 15T - — 1R
statements, the title of one parcel of land had not been THHERN _Z—ZTF+_A=+
transferred to the Group as at 31 December 2010. —BEAREETAEE - BEXREKE
Despite the fact that the Group has not obtained the WMAEESEBEEERE  EHRES
relevant legal title, the directors have determined to TEEAAR SRR A TE R R R R E KR 3
recognise its cost as property, plant and equipment, on BASEEE FIEHIZE T REZY
the ground that they expect the transfer of legal title in ¥ AWEEREEZ T2 KA
future should have no major difficulties and the Group is in REYE - IR o
substance controlling those land and buildings.

(b) Key sources of estimation uncertainty (b) A THBEENETERR

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.

(i) Property, plant and equipment and
depreciation
The Group determines the estimated useful lives,
residual values 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 and residual values of property,
plant and equipment of similar nature and functions.
The Group will revise the depreciation charge where
useful lives and residual values 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.
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4. CRITICAL JUDGEMENTS AND ESTIMATES
(Continued)
(b) Key sources of estimation uncertainty
(Continued)

(iii)

(iv)

v)

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.

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.
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FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks:
foreign currency risk, price 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.

(a)

Foreign currency risk

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
other 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.

At 31 December 2010, 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$11,000 lower (2009:
HK$1,091,000 higher), arising mainly as a result of the
foreign exchange loss on trade payables denominated in
USD (2009: foreign exchange gain on trade receivables
denominated in USD). If the HK$ 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$11,000 higher (2009:
HK$1,091,000 lower), arising mainly as a result of the
foreign exchange gain on trade payables denominated in
USD (2009: foreign exchange loss on trade receivables
denominated in USD).

M EREE
REBFELE B AR ZHYBRRE - S
ER - BRER  EERR  RBESE
BRAERE - ARENEERREEE
SHESRTISH AT - BBKEE
AEEMBREMZINELAERTE -

(a) SMERBS
HRAEERTIEBHRS - BER
BEXEUET  ETUETDEA
REB(TAREDIE - KB EE
BT HOMNER R o 786 B35 B0 8 5E 1
[ER 5 - BEKBEFIINEE I
Ko AEEBEYEREINERP -
Wi E B T Z 0 R E RINE R

LA
a0
ZoN

o

RZZ—TF+_F=+—8 it
TTHETEEI% - MEAME &
HRE - BIFERRTBIEERE R
A 4911,0008 T (ZEFNF - 18
hN1,091,,000%87L) « EE2HMKE
TLEHEME 5 FE N UEE £ INER B
FB(ZEFNF - UWELENE
SEWGIA 2 HMNEWES) © WBTTH
ELHAE1% - MEMTE & ER
N R ABRBLIE AR A R A G IR
IR#911,0008 T ( ZEFNF - HD
1,091,000/ 7T) + FEZARMRAEITE
BERE 5 R B E £ INE I BT 3R
(ZZ2EZTNF : UETFHENESE
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5.

FINANCIAL RISK MANAGEMENT (Continued)

(a)

Foreign currency risk (Continued)

At 31 December 2010, if the HK$ had weakened 1 per
cent (2009: 3 per cent) against the RMB with all other
variables held constant, consolidated profit after tax for
the year would have been approximately HK$106,000
lower (2009: HK$2,003,000 higher), arising mainly as a
result of the foreign exchange loss on trade payables of
Hong Kong subsidiaries denominated in RMB (2009:
foreign exchange gain on trade payables of subsidiaries in
the People’s Republic of China (the “PRC”) denominated
in HK$). If the HK$ had strengthened 1 per cent (2009: 3
per cent) against the RMB with all other variables held
constant, consolidated profit after tax for the year would
have been approximately HK$106,000 higher (2009:
HK$2,003,000 lower), arising mainly as a result of the
foreign exchange gain on trade payables of Hong Kong
subsidiaries denominated in RMB (2009: foreign exchange
loss on trade payables of subsidiaries in PRC
denominated in HK$).

At 31 December 2010, if the RMB 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$711,000 (2009:
HK$633,000) higher, arising mainly as a result of the
foreign exchange gain on trade receivables denominated
in USD. If the RMB 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$711,000 (2009: HK$633,000) lower,
arising mainly as a result of the foreign exchange loss on
trade receivables denominated in USD.

Annual Report 2010 - ZE—ZHE R

5.

M EREE (&)

(a)

SN R B (£8)

RZE =5 & = Hie =i
WETHARBREI(ZZEZT N
F:3%) MEMAIAEZHERTT
B A|FARRBIELR S B G R
#7106,000& L (ZEZNF - B0
2,003,000/87C) * EFZHRREEZ
MEBARIAARBEZEZER
REELEZINEBBAB(ZZES L
F o RREARKME(THE]) ZH
BRARABTTHEZE FREMNKIEE
2 INEWRE) o ST AREA
B1%(ZFTNF : 3% ) * MEMFT
BEEERTE  AFARBESRE
i F #5132 50 49106,0008 T (ZZBE S
£ 342,008,000/ 7T) * TEHR
REBZHBARINAARESEZE
SN RIEEE ZIMNEBIEME(=
TENF  RPBEZHBARABT
ATEZBESENRIBELEZINES
) -

R-ZB—Tat = Hi= s SlERR{EPN
REHETREI%  mMEMTEE
HHERHTE - AIFRNBRTELRE =T
HHE I1%I 711,000 (Z T NEF ¢
633,000 7T) * EZEHMRAEITE
B2 8 5 RUGRIAE & 2 JNE W a5 BT
o MARBHETHEI% @ ME
fhFT B & BN - BIFEARTLE
FREBAER A #711,0008 T (==
TH4A : 633,000/57C) © TEHRA
ELMEZ B S EWGIEEE 2 HME
ESHEATER

69



Notes to the Financial Statements (Continued)
RIS s E (&)

For the year ended 31 December 2010 #t2 —FE—ZF#+_-H=+—H

A
AN

5.

70

FINANCIAL RISK MANAGEMENT (Continued)

(b)

(c)

Price risk

The Group’s financial assets at fair value through profit or
loss are measured at fair value at the end of each
reporting period. Therefore, the Group is exposed to
commodity price risk. The directors manage this exposure
by closely monitoring the price of the commodity and
adopting measures to reduce the risk, if necessary.

At 31 December 2010, if the zinc price has increased 5
per cent with all other variables held constant,
consolidated profit after tax for the year would have been
approximately HK$346,000 (2009: Nil) higher, arising
mainly as a result of the gain on the zinc forward contract
included in the financial assets at fair value through profit
or loss. If the zinc had decreased 5 per cent with all other
variables held constant, consolidated profit after tax for
the year would have been approximately HK$346,000
(2009: Nil) lower, arising mainly as a result of the loss on
zinc forward contract included in the financial assets at
fair value through profit or loss.

Credit risk
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,
financial assets at fair value through profit or loss, pledged
bank deposits 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.
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5. FINANCIAL RISK MANAGEMENT (Continued)

(c)

(d)

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:

5.

M EREE (&)

(c)

EEmE (%)
REBZGAEFRAXREFPHNESE
WHRRREGAREEE 5 RKKIAR
BHOBEDLAOT

Due from the Group’s largest

customer
Due from the Group’s five largest JEWAEERKEFPFIE
customers

R AR B AT PR
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The credit risk on pledged bank deposits, bank and cash
balances and financial assets at fair value through profit or
loss 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 its liquidity
requirements, its compliance with lending covenants and
its relationship with its bankers to ensure that it maintains
sufficient reserves of cash and readily realisable
marketable securities and adequate committed lines of
funding from major financial requirements in the short and
longer term.

The following tables show the remaining contractual
maturities at the end of the reporting period of the Group’s
bank borrowings and other financial liabilities, based on
undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on
rates current at the end of the reporting period) and the
earliest date the Group can be required to pay.
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5. FINANCIAL RISK MANAGEMENT (Continued) 5. BMERKREE(E)
(d) Liquidity risk (Continued) d) "HESEKEE)
Specifically, for term loans which contain a repayment on BEms  HREBITAE2ERBEITE
demand clause which can be exercised at the bank’s sole E’]EES}? EEGHNTHER  £#
discretion, the analysis shows the cash outflow based on DM IZ R ee /BB N &= F B (B
the earliest period in which the entity can be required to B AT E GRSk BN R
pay, that is if the lenders were to invoke their unconditional BEEF)Z2INRERE  HMWESR
rights to call the loans with immediate effect. The maturity BENIIHBSTEIRTE SR
analysis for other financial liabilities is prepared based on %‘q
the scheduled repayment dates.
2010
—g-3f%
Maturity Analysis - Undiscounted cash outflows
HH AR - RFRBLR
More than  More than
1yearbut 2years but Total
(o])] Within less than lessthan  More than undiscounted
demand 1 year 2 years 5 years 5years cash outflows
—FNE MEAL ATERE
RER £ ELRWmE ELREE  EENUL it
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000 HK$’000
FAT FAT FAT
Obligations under finance leases ~ BAMAVAE 10,200 1,807 - - - 12,007
Bank loans and overdraft subject to iR ERER Y EHREI 2
arepaymenton demand clause  HITER AL 124,851 - - - - 124,851
Other payables and accruals HtENTERETEA 48,416 - - - - 48,416
Trade payables [ERE 570 126,229 - - - - 126,229
Due to a related company EfEELRE 1,456 - - - - 1,456
311,152 1,807 - - - 312,959
2009 (restated)
NE(E5)
Maturity Analysis - Undiscounted cash outflows
HEAA T - ARR SR
Morethan ~ More than
1yearbut 2 years but Total
On Within less than lessthan ~ Morethan  undiscounted
demand 1 year ACES 5 years 5years  cash outflows
—F0E  WENL FRBRE
REX —FR \BIRmE EIRRE AENE s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FET FAT FAT FAT FAT
QObligations under finance leases ~ BLATRAIHAIE 17,214 5,356 1,778 - - 24,348
Bank loans and overdraft subject to SRR EE 2 G R 2
arepaymenton demand clause  SRITERNEX 75,225 = = = = 75,225
Other payables and accruals B ENZUAREER 36,880 - - - - 36,880
Trade payables ENES5F0R 59,260 - - - - 59,260
Due to a related company ERBEEARZE 2,422 = = = = 2,422
191,001 5,356 1,778 = = 198,135
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5.

FINANCIAL RISK MANAGEMENT (Continued)

(d)

Liquidity risk (Continued)

The following table summarises the maturity analysis of
term loans and obligations under finance leases with a
repayment on demand clause based on agreed
scheduled repayments set out in the loan agreements.
The amounts include interest payments computed using
contractual rates. As a result, these amounts were greater
than the amounts disclosed in the “on demand” time
band in the maturity analysis contained above. Taking into
account the Company’s financial position, the directors do
not consider that it is probable that the bank will exercise
its discretion to demand immediate repayment. The
directors believe that such term loans will be repaid in
accordance with the scheduled repayment dates set out
in the loan agreements.

5.

b B ()

(d)

REE = (E)

TRBARIERIM AR 2SR ER R
FEHEREREBYAERERH
BT ER B ANEIE R DT o
ZEEREBRRAONEAENHE
BB - Fit - ZESBER XA
HASWMHRENR B HEEANRK
BNESERA® - ERARAIRHHR
N BERRRITTAAIETEEER
BREERANRGEN - EFHEZEE
HE SR RER H SN IEEER

Maturity Analysis — Term loans subject to a repayment on demand clause

based on schedule repayments
HHB A - A RREREEETN T e RBEERY

Morethan ~ More than
1yearbut 2 years but
On Within less than lessthan ~ Morethan  undiscounted
demand 1 year AGES 5 years 5years  cash outflows
—FH0E  WENE FRRE
REX —FR8 BIRmE BIREE  RENUE i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FAT FET FET
31 December 2010 —E-BF+-f=+-H
Bank loans and overdraft BTERREX 66,139 26,559 12,202 17,113 5,165 127,178
Obligations under finance MERNRE
leases - 9,117 3,040 - - 12,157
31 December 2009 “ETNFTZA=1+-A
Bank loans and overdraft RITEFREY 29,092 23,065 8,049 10,624 6,577 77,407
Obligations under finance leases ~ F& T4 TE - 12,661 9,069 3,018 - 24,748
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5.

74

FINANCIAL RISK MANAGEMENT (Continued)

(e)

(f)

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 2010, 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$34,000 (2009: HK$17,000)
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$339,000
(2009: HK$168,000) 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.

Categories of financial instruments at 31
December 2010

Financial assets: EWMEE !

5.

M EREE (&)

(e)

(®

Loans and receivables (including cash B R EWEIE(BEFERE R

and cash equivalents) ZRIEIER)
Financial assets at fair value through 2 A EH ABZRER
profit or loss: EREE
Held for trading BIEEE
Financial liabilities: ERAE:

Financial liabilities at amortised cost

EHBERAHEZERAR

R = = B
AEBEOF R K S ERITER
R R REMEFUA R B E AR
ZEF R RAEFIRREE E R TSN
& TR K S -

o

RZE—ZTF+-_A=+—H8 ' W&
HEFE TRAIOMES - MEMATE
BEMERBTE  AFARTREAE
FIEHE 1 434,000/8 (T FS4F ¢
17,0008 70) * EEHRRITREM
BRI F SRR ATE - DT
e hIRTRIRSEHOFE WA
DA o W FIE EF100EE 2
MmEMFTA S ERET T  BIFANRKR
T & ER A% I8 R 2 #9339,0007% 7T
(ZZEZTAE 168,000 7T) T
R IRTT R R E A B A FI B S 4
MATER - HHEFESRFITRAS
KEERAOFI SR A G DIFTIE S

R-ZE—-ZF+ZA=+—H=
= Rl |

2009
—TETNF

HK$'000
FEIT

288,541 200,940
8,292 -
300,952 173,787
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For the year ended 31 December 2010 &% —F—ZFF+ - H=4+—H

5. FINANCIAL RISK MANAGEMENT (Continued) 5. BIEREEE)

(9) Fair values (90 A¥E
The carrying amounts of the Group’s financial assets and AEBZERMEEMTRBERLGE
financial liabilities as reflected in the consolidated iR R R 2 BREEMEESER
statement of financial position approximate their LHZAYE -

respective fair values.

The following disclosures of fair value measurements use REBHEAUATAFHESLEERE

a fair value hierarchy which has 3 levels: AEEFE  EPEEZSE -

Level 1: quoted prices (unadjusted) in active F1E: HRBEERABEBEZERE
markets for identical assets or liabilities. TS HE CREFHARK) -

Level 2: inputs other than quoted prices included FoE: F—EMBEZHEN
within Level 1 that are observable for the oh - BERBEERE(AD
asset or liability, either directly (i.e. as Bg) sk (B ER
prices) or indirectly (i.e. derived from HE)BEREBH 2@ AER
prices). %} o

Level 3: inputs for the asset or liability that are not FEIE: WIHBBEABEMSH
based on observable market data EmESHzEESEE
(unobservable inputs). WAL (BEERE

A) e
Disclosures of level in fair value hierarchy at 31 AT EEREEN=-Z—Z5+
December 2010: “A=t+—HZEEHELOT :

Level 1 Level 2 Level 3 2010
Description 1B F28F $3E —T—E=F

HK$'000 HK$'000 HK$'000 HK$'000
FET FET FEIT FET

Financial assets at fair value 32 A F{ExH AJEERE
through profit or loss CREE
Derivatives PTETA - 8,292 - 8,292

The total gains or losses recognised in profit or loss REZRNERZKEKEBEENREHREE
including those for assets held at end of reporting period  #7& WzE5R 251 2 Fris & -

have been presented in the consolidated income

statement.
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

6. TURNOVER 6. EHEX
The Group is principally engaged in the sale and manufacture of AEBEETBREEENMEEN SENAAS
zinc, magnesium and aluminium alloy die casting and plastic RSB T B i M T EP TS o

injection products and components.

Turnover represents the net amounts received and receivable SETRIENE NN E & REE U L EL I
for goods sold, net of returns and allowances to customers FE(BIMBREE MG TR -
during the year.

2009

—ETNF

HK$’000

FET

Sale of goods HEEM 913,344 633,832

7. OTHER INCOME 7. HftlA

2009

—ETNEF

HK$’000

FAET

Interest income FEHA 569 178

Rental income S WA 26 171

Sale of scrap materials BER Sl 1,369 641

Compensation from insurance REREEE B 180
Unrealised gain on financial assets at fair & A FEzt AIBRENESREE

value through profit or loss REH W 8,292 -
Realised gain on financial assets at fair QA FEFABRENESMEE

value through profit or loss BRI S 1,320 -

Gain on disposal of property, plant and  HE¥E « #eS L RE 2 WE

equipment 214 1,665

Others Hit 542 907

12,332 3,742
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For the year ended 31 December 2010 &% —F—ZFF+ - H=4+—H

SEGMENT INFORMATION

For management purposes, the Group’s operation is currently
categorised into four operating divisions — zinc, magnesium and
aluminium alloy die casting and plastic injection products and
components. These divisions are the basis of the Group’s four
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,

2 EBER

RAEER AERERBEBOREMEZE
P - ERaa S BRENPBIIHER
REb - ZERPIRAEEEREEDFE
R R - REE 2 2/D BREFHTIRE
mnZ RS R BN - IR BRAFRBRED
R RE NRKANFTESR - #HZFAH
VEE: ASEI

RED A G ERRER A P HRRMES
PREVAIARME - 2 B F sk B B B4R 81K
A DEWE  RETETA i8R  ©F
FX - BEBEKARAEHAN - 2 REET
BENSMTIARE GXEE SMEER
TETR - HMEBETBELRARB T4

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.

TA - B #EEFE  BANRE R
WA B A EERIAR &

o

Information about reportable segment profit or loss,
assets and liabilities:

ERSEFHEE EEREGBZE
BT :

Magnesium  Aluminium
Zinc alloy alloy die alloy die Plastic
die casting casting casting injection
BAERE HALES bl yeic
HK$’000 HK$’000 HK$'000

HECEBE
HK$’000
TET FET FET FET

Year ended 31 December 2010 #HZE-Z—FE+=A

=T-HIEFE
Revenue from external customers  ASNRE P HfE 356,098 165,752 196,453 195,041 913,344
Segment profit HEEF 46,803 9,417 30,378 9,564 96,162
Depreciation e 11,987 13,004 13,087 9,671 47,749
Additions to segment non-current A EBIERENE R 2 1N

assets 23,822 1,654 12,534 28,033 66,043

As at 31 December 2010 RZZT-ZF+=R

=
Segment assets AEHEE 166,272 196,916 157,348 183,423 703,959
Segment liabilities NEBEE 41,488 39,337 36,385 62,077 179,287
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

8. SEGMENT INFORMATION (Continued) 8. HER(E)
Information about reportable segment profit or loss, ERHERFNBEE EERAEZE
assets and liabilities (Continued): BT (8]) -

Magnesium Aluminium
Zinc alloy alloy die alloy die Plastic
die casting casting casting injection Total

HatEE HooES EE

HK$'000 HK$'000 HK$'000 HK$'000
FBT FBTL FET FET
(restated) (restated)
(EZ51) (E51)

Year ended 31 December 2009  HE—ZTHhE+-A

=t-RItFE
Revenue from external customers K BMNER B &l 275,482 139,997 164,846 53,507 633,832
Segment profit/(loss) DEEF/(EE) 31,639 36,877 9,150 (7,752) 69,914
Depreciation (restated) E(ES) 9,235 12,854 10,792 4,502 37,383

Additions to segment non-current 3 E8IERENE B 2 SN

assets 13,284 4,943 7,302 16,727 42,256
As at 31 December 2009 RZZETAF+=H
=
Segment assets DEEE 165,206 179,601 130,132 85,076 560,015
Segment liabilities NEEE 39,004 22,871 24,645 11,178 97,698
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e BRI (E)

For the year ended 31 December 2010 #Z —F

—Ff=f={—§

8. SEGMENT INFORMATION (Continued) 8.
Reconciliation of reportable segment revenue,

profit or loss, assets and liabilities:

2 EER ()
2R B  BNHEE EERE
BzHk :

2009
—ETNF
HK$'000
FET
Revenue &
Total revenue of reportable segments WDz B 913,344 633,832
Unallocated amounts T ¥EEE = =
Consolidated revenue e WEs 913,344 633,832
Profit or loss A EE
Total profit or loss of reportable segments 2 5 38485 F| k&8 96,162 69,914
Unallocated amounts: To¥EgE -
Interest income FEdA 569 178
Corporate income EWR 488 2,073
Gain/(loss) on financial assets/liabilities AT EET AIBHEN S F
at fair value through profit or loss BE/AERN(5E) 9,612 (761)
Corporate expenses hERX (30,920) (19,755)
Finance costs AR (2,139) (1,610)
Income tax expense FriSBiF X (17,639) (12,239)
Consolidated profit for the year FRERE R 56,133 37,800
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e s ()

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

8. SEGMENT INFORMATION (Continued) 8. EER(E)
Reconciliation of reportable segment revenue, 2R/ BWE - BRHER EERE
profit or loss, assets and liabilities (Continued): BE2HER(E) :

2009
—ZETNF
HK$’000
FAET
(restated)
(E251)
Assets EE
Total assets of reportable segments 2RO BEE 703,959 560,015
Unallocated amounts: THEHE -
Current tax assets BT B A E - 1,600
Corporate assets TEEE 219,079 200,881
Financial assets at fair value through BATERT ABZERESN
profit or loss SREE 8,292 -
Club membership GTEfE 718 718
Consolidated total assets LAKEE 932,048 763,214
Liabilities =L
Total liabilities of reportable segments EHoEaE 179,287 97,698
Unallocated amounts: A -
Corporate liabilities EEE 516 1,876
Bank borrowings SRITER 124,851 75,225
Obligations under finance leases b E TR AR IE 11,953 24,191
Current tax liabilities B EE & 9,615 6,932
Deferred tax liabilities EEHEAE 2,388 1,608
Consolidated total liabilities SARMEBEE 328,610 207,530
Other material items - depreciation H{tEXIER —HE
Total depreciation and amortisation of 23RS Ep4EIT & 5
reportable segments 47,749 37,383
Unallocated amounts: DEEHE -
Depreciation of property, plant and m%ﬁﬁ VI - MR RRETE
equipment for corporate use 7,555 2,769
Consolidated depreciation RETTE 55,304 40,152
Other material items - additions to HibERIER - ERBEEEM
non-current assets
Total additions to non-current assets of 25D P4 IE BN E A1 N
reportable segments 66,043 42,256
Unallocated amounts: THEEHE -
Additions to non-current assets for ERIETENEELE M
corporate use 2,457 35,276
Consolidated additions to non-current A BB E BN
assets 68,500 77,532
Apart from the above, the totals of other material items Br Baoh - R ERE R R A B Ath B RTE B
disclosed in the segment information are the same as the BB B A M EER] o

consolidated totals.
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RE B ERRMEE(E)
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

8. SEGMENT INFORMATION (Continued) 8. EER(E)
Geographical information: HWEER :
Revenue Non-current assets
g FRBEE
2010 2009 2010 2009
—E-2F —"ZETENF ZB-BF ZTNF
HK$°000 HK$’000 HK$’000 HK$’000
FAET FET FAET FAET
Hong Kong & 597,362 344,842 21,335 22,790
PRC except Hong Kong FEI(HERIN) 90,517 59,625 423,419 400,473
Japan HR 42,143 113,226 - -
North America 1EZEM 133,490 37,972 - =
Others Hi 49,832 78,167 - -
Consolidated total RE 1B 913,344 633,832 444,754 423,263
In presenting the geographical information, revenue is based on 2R ERE  WEENE PR AR
the locations of the customers. A o
Revenue from major customers: REFTEEFz2WE :
2009
—ETNF
HK$’000
FET
(restated)
(&%)
Zinc alloy die casting segment HEeRED I
Customer a ZFa 132,268 121,024
Customer b =Fb 123,292 74,062

Magnesium alloy die casting segment EESEED

Customer a ZFa 5,403 5,946

Customer ¢ ZFEc 41,269 112,483
Aluminium alloy die casting segment ne S ERENE

Customer a ZFa 101,634 103,200
Plastic injection segment BRI EB

Customer b ZFb 101,519 52,820
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RE SRR (E)

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

9. FINANCE COSTS 9. RERA

2009
—ETNF
HK$'000
FET

Interest expenses on bank loans RITER B F BRI
and overdraft 1,722 942
Finance lease charges BEMAHLE 417 668
2,139 1,610
2009
—ETNEF
HK$’000
FET

Interest on borrowings AR B2 FIE

— Wholly repayable within five years —2HERAFREE 1,897 1,571
— Not wholly repayable within five years — — 28 HBER RERNEE 242 39
Total finance costs B KA 4R EE 2,139 1,610

The analysis shows the finance costs of bank borrowings and ~ BEEDIIRIRITE R LR E B LA ENRLE K
obligation under finance leases including term loans and finance 74 © BIEREBEERBEMENZTBTERNZ
leases which contain a repayment on demand clause, in  HERERKEEEFNTHERLBMERLY - &
accordance with the agreed scheduled repayments dates set ZE-_ZT—ZTFN_TTAF+_A=+—HIF
out in the loan agreements. For the years ended 31 December & M BIRBREEKERNBITER R ERLY
2010 and 2009, the interest on bank borrowings and obligation — Z&¥E &) F| 2 5 Bl 41 &2,004,0005% 7t K. 1,276,000
under finance leases which contain a repayment on demand &t °

clause amounted to approximately HK$2,004,000 and

HK$1,276,000 respectively.
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RE B ERRMEE(E)

N
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

10. INCOME TAX EXPENSE

Current tax — Hong Kong Profits Tax BREAT I8 — BB IS

10. FIBHiRAX

2009
—ZTETNF

HK$'000
FEIT

Provision for the year IR B 8,703 1,762

Over-provision in prior years FFEREEE (515) (49
Current tax — PRC enterprise income tax ENEARTE — dh B (> 2 Fr5 8¢

Provision for the year IF S B 8,480 10,536

Under-provision in prior years FEERETR 191 =
Deferred tax (note 28) IRIEFLIE (f77728) 780 =
Income tax expense FRiSHi 2 17,639 12,239

Hong Kong Profits Tax has been provided at a rate of 16.5%
(2009: 16.5%) on the estimated assessable profits of Hong
Kong incorporated subsidiaries for the year ended 31
December 2010, subject to the application of the Departmental
Interpretation Practice Note No. 21 (“DIPN 21”) issued by the
Inland Revenue Department of Hong Kong for certain Hong
Kong incorporated subsidiaries which have conducted their
manufacturing operations by entering into processing
arrangements with the processing factories in the PRC.
Pursuant to the DIPN 21, 50% of the adjusted profits of these
subsidiaries were treated as offshore and not taxable in Hong
Kong. No provision for Hong Kong Profits Tax is required for
Cheong Fai (International) Steel Company Limited, Alphalite
Company Limited and Ka Shui Technology Limited since they
have no assessable profit for the year.

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.
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BE-_T-FTFT_A=T_HLEFEZEEF
ﬁﬂﬁﬂ%?%ﬁﬂ%ﬁ% Bl Z fhat FERR Bt A A
HE16.6%(—FFTNF : 16.6%) (EH B H (AR
FEEUERRMORE RERKAITHESIF21
SR(TEZE RMITHEEI 210 DIEERBTBEM 2
FLER B X B)AE 2 H R B A0 AN TRRR] SZ AN T2 5k
ETEEXBRTER) - REBERNTESIS
2157 - UL F M B A B 2 TR H60% 4R R BEF
wH - BAERBAN - AR SE(BER) MM E
RARF - ZmERABRAREEREZARAR
RAFEREYEERTEN  AEBETEZREEN
BUELEE -

RZZEZLEF=ZA+RAE+EZEARKRK
g LEBZTECEMRBIESEZRESHE
RHE—AIINELEZERABHER25% ° FHi
ER-ZBENF— A BEX - KRB ERRE
HRHRCGEMN)ERAF]
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Notes to the Financial Statements (Continued)
RE SRR (E)

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

10. INCOME TAX EXPENSE (Continued) 10. FAIBHIRAX (48)

According to B12£[2007]5539%% (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 follows:

Year FH

2008 —ZETNF
2009 —ETNEF
2010 —E-TF
2011 —T——4F
2012 i s

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 22%
EIT rate in 2010.

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 2010 (2009: Nil).

BERABER _ZET+F+ A +]BEH
PRV B RFR KL R 2 ERM 2
BYE$[2007])28395% @A 2 (R EPTER EM
T

EIT rate
BEFBHE

18%
20%
22%
24%
25%

A2 XM ORI BR AR A — BRI
B REEZEE  AHER-_FT—TFAR
2% TSR ERBREFEDEFEH o

EInAER(EMBRAT - mETEREGEM)
BERARNREEMEHR(EMN)BRABBKIL
DA 8 R B ) - U AR R 3 S AR R B 7%
B -

HRARERBE-_T-TF+_A=1+—HLt
FREIEEINAERRRZERBOEMN(ZFFN
FE) WHARBBRDTEMIMLE Z BUEE
BERBLATSVEL R -
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Notes to the Financial Statements (Continued)
RE B ERRMEE(E)
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

10. INCOME TAX EXPENSE (Continued)
The reconciliation between the income tax expense and the

FriSBipi < (4)
AT S BB S R B AT FIR A BB RIS BB

10.

product of profit before tax multiplied by the Hong Kong profits
tax rate is as follows:

KA EMSRERNHIRNT

2009
—ZETNF
HK$'000
FET
Profit before tax B AR F 73,772 50,039
Tax at Hong Kong profits tax rate at BREBNEHNE16.5%
16.5% (2009: 16.5%) (ZZTNF : 16.5%)
HE R 12,172 8,256
Tax effect of expenses that are not AR
deductible BT E 2,492 2,682
Tax effect of income that is not taxable — BZERFHWA BTG (292) (830)
Tax effect of temporary differences not  REERE IS = E Y
recognised s E 2,604 3,946
Tax effect of utilisation of tax losses not @A KERF AT IEER Y
previously recognised D% (350) (748)
Over-provision in previous year BEFEBARE (429) (49)
Over-provision for current year INE S HRRA R 156 183
Effect of different tax rates of subsidiaries B2 71F & R RMR 52 1,286 (1,201)
Income tax expense FigRifs 17,639 12,239
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e s ()

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

11. PROFIT FOR THE YEAR ATTRIBUTABLE TO 11.
OWNERS OF THE COMPANY
The Group’s profit for the year attributable to owners of the

RRBEFGEE ARG FREF

AEEFA2BNENEGIA) TIE

Company is stated after charging/(crediting) the following: 15 :
2009
—ETNEF
HK$ 000
FET
(restated)
(&%)
Allowance for doubtful debts RERHEAE - 2,715
Allowance for inventories (included in FERE(BSEEERENRAF)
cost of inventories sold) 2,565 4,732
Auditors’ remuneration ZEREN S
Provision for the year NGB 930 880
Under/(over)-provision in prior year BEEERETR(BEEEE) 44 (25)
Charge by auditors of the subsidiaries BB N Bz AT & A 111 16
1,085 871
Reversal of allowance for doubtful debts R B & & [o] (897) (628)
Cost of inventories sold BEEFEKA 628,677 451,768
Depreciation of property, plant and ME - BN
equipment BB E 55,304 40,152
Gain on disposal of property, plant and  HE¥ZE - #2s%
equipment RS (214) (1,665)
Property, plant and equipment written off #)2 « #4252 & 28 {8 45 69 -
(Gain)/loss on financial assets/liabilities at 1% A FEF ABREZ S REE,
fair value through profit or loss aEz (W) BiE (9,612) 761
Net exchange loss i 5 &8 3,104 550
Operating lease charges in respect of T R FEETEL
land and buildings e 3,464 2,725
Research and development expenditure #2512 3,821 2,517
Staff costs: BIRA :
Directors’ emoluments (note 12(a)) XM (MiE12() 8,406 8,742
Wages and salaries TERES 171,142 130,242
Equity-settled share based payments LARSHE 45 & LA R A7 S2 1 8O 5R1E
(excluding directors) (TEEES) 675 2,213
Other staff benefits Hh 8 T1&F 11,402 8,578
Retirement benefits scheme RONERFTEI 3R
contributions (excluding directors) (FBfEESE) 4,878 2,920
196,503 152,695

Cost of inventories sold includes staff costs, depreciation and BEGFERABFEEIRA - TERCEHOM
operating lease charges of approximately HK$140,136,000 < #9140,136,000/ C( ZZZ N5 : 138,776,000
(2009: HK$138,776,000), which are included in the amounts  &JT) ' HEBEE D BIHEE -

disclosed separately.

A R BEBL RN E TKA491,993,000
BIL(ZZETNFE 1,471,000 7T) °

Research and development expenditure includes staff costs of
approximately HK$1,993,000 (2009: HK$1,471,000), which are
included in the amounts disclosed separately.
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RE B ERRMEE(E)
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

12. EMOLUMENTS OF DIRECTORS (KEY 12, EE(FEEBABMERES
MANAGEMENT PERSONNEL) AND HIGHEST FEE
PAID EMPLOYEES
(@) Emoluments of directors (key management (a) EBE(FEEBEAR)ME
personnel)
The emoluments of each director were as follows: ZEENMET ¢
Retirement
Salaries benefit
and Discretionary Share-based scheme
Fees  allowances bonus payments ~contributions
NRELE BiER
Name of director we  HEREE MisRA ZHE EIE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FE7 &7 T FE7
Year ended 31 December 2010 BZ-E-E£4+-f=1-H
Executive directors HTES
Mr. LEE Yuen Fat TREEE - 2,218 342 65 12 2,697
Dr. KEUNG Wing Ching EXERL - 1,908 285 45 12 2,250
Mr. WONG Wing Chuen i - 1,139 190 45 12 1,386
Mr. CHAN Tat Cheong, Alan BEERL - 1,235 190 42 12 1,479

Independent non-executive directors B FHTEE

Mr. SUN Kai Lit, Ciff gas, A bes: ety 150 - - - - 150
Ir Dr. LO Wai Kwok 88, W, Jp BB ops M, AT+ 150 - - - - 150
Mr. YEOW Hoe Ann, John HAEEE 150 - - - - 150
Mr. Andrew LOOK BREE 144 - - - - 144
Total for 2010 “3-SFE 594 6,560 1,007 197 48 8,406
Year ended 31 December 2009 BE-ZEAEt-A=1-A

Executive directors HiTES

Mr. LEE Yuen Fat TRRLE % 2,313 17 198 12 2,694
Dr. KEUNG Wing Ching 3013 b 2 1893 143 13 12 2,183
Mr. WONG Wing Chuen Yy - 1,022 76 134 2 1,244
Mr. CHAN Tat Cheong, Alan BESLs - 1,262 9% 126 12 1,495
Mr. ZHAQ Jian ity - 570 - 87 i 664

Independent non-executive directors ~ BIEHTES

Mr. SUN Kai Lit, Ciff gas, Jp TREIB S mes, ATt 150 - - - - 150
Ir Dr. LO Wai Kwok 88, W, Jp EFEBtees W ATET 150 & S = = 150
Mr. YEOW Hoe Ann, John HAZRE 150 - = g & 150
Mr. Andrew LOOK 33 12 ] = £ 5 12
Total for 2009 “EENFE 462 7,060 485 680 55 8,742

There were no arrangements under which a director FRAEZEERESRSHRETAMESHZHE(=
waived or agreed to waive any emoluments during the ZZ4F : &) o
year (2009: Nil.
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

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

(b) Five highest paid individuals
The five highest paid individuals in the Group during the
year included 4 (2009: 4) directors whose emoluments
are reflected in the analysis presented above. The
emoluments of the remaining individual for the year ended
31 December 2010 are set out below:

12. EE(FEEBAE)IMERES

RS (&)

EEBREHAL

AEENRAAREHFATRIEIG(Z
TENGF 4R)EFE - EHBSFHB
BREXHDNT - RBEE-Z—ZF

(b)

TZA=Z+T—RBUEFERTRHA
THBEMT -

2009

—ETNEF

HK$’000

FAET

Basic salaries and allowances ARG K2Rk 917 912

Discretionary bonus BMISTEAT 105 68

Share-based payments L‘AH&T%E B 25IE 57 178
Retirement benefit scheme RIKER T B

contributions 12 12

1,091 1,170

The emoluments fell within the following band: BENFIATER :
Number of individuals
2010 2009
HK$1,000,001 to HK$1,500,000 1,000,001 T2 1,500,000 7T 1 1

During the year, no emoluments were paid by the Group
to any of the directors or the highest paid individuals as
an inducement to join or upon joining the Group or as
compensation for loss of office.

13. DIVIDENDS

FR AEETEAEZAREHA
IXMNERERMBREERE R
H) SRR SRR B 2 BN -

13. RS

2009
—ZETNF

HK$’000
FEIT

Interim of HK1.3 cents
(2009: HK2.1 cents)

BRI R .3
(ZZETAF : 21812

per ordinary share paid HEARR B 11,457 18,480
Proposed final of HK3.2 cents TR E@ARS. 281
(2009: final dividend payment of —ETAF BB
HK1.1 cents) per ordinary share REAIRB) 2 BE AR E 28,248 9,694
39,705 28,174
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N

For the year ended 31 December 2010 # 2 — &

14.

Annual Report 2010 -

SRR M ()

EARNINGS PER SHARE

Basis earnings per share

The calculation of basic earnings per share attributable to
owners of the Company is based on the profit for the year
attributable to owners of the Company of approximately
HK$56,133,000 (2009: HK$37,800,000) and the weighted
average number of ordinary shares of 881,077,936 (2009:
880,000,000) in issue during the year.

Diluted earnings per share

The calculation of diluted earnings per share attributable to
owners of the Company is based on the profit for the year
attributable to owners of the Company of approximately
HK$56,133,000 and the weighted average number of ordinary
shares of 891,312,929, being the weighted average number of
ordinary shares of 881,077,936 in issue during the year used in
the basic earnings per share calculation plus the weighted
average number of ordinary shares of 10,234,993 assumed to
have been issued at no consideration on the deemed exercise
of the share options outstanding at the end of the reporting
period.

No diluted earnings per share are presented for the year ended

31 December 2009 as the Company did not have any dilutive
potential ordinary share during that year.

—T-TFEH

—EFEf A=

14.

BREF

BREARER

RNABESTEE AEGRFRERRF TR

%F%zi_j TE+—A=+—HIEFER
N A=A AER R ) 4956,133,0007%

T(ZZZT A : 37,800,000 7T) REANE

BATHY NN #E 15 & 18 A% 881,077,936 ik (=

TN : 880,000,0008%)5TE °

BREEER
AR BERFE ARG EREERF TR
Tﬁ%zi_? TE+-A=+—HBIFEARN
N A=A AE(R R 5 1) 4956,133,00078
TT Ko hnE S 4 i 5@ 1% 891,312,929 % ( A
STEBREARF Z FAEETH I
LAY 881,077,936 0% I £ A R4S HA AR AR &
ﬁﬁzﬁ%h%ﬁf’ﬁaﬁﬁﬁﬁﬂé’*“u/x*ﬁmﬁ
TR INFE S A% 10,234,9930% ) 5T &

HRARAERE_EFAFT_A=1T+
Bz FERLEEEEERD - #ORB2
JISREERAN o
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

15. PROPERTY, PLANT AND EQUIPMENT

920

15. Y%

e

Furniture,
fixtures and
Leasehold Leasehold Plant and Computer office Motor  Construction
[and Buildings improvements  machinery  equipment  equipment vehicles in progress
B BesE
BELH By HENERE  HERRG EliRE  REBAZRE fRIR
HK8000 HK$ 000 HK$ 000 HKS! HKS HK$ 000
Cost A
At January 2009 W-EENE-A-R
-85 previously reported ~RGIER - 06,244 6,803 263,385 5922 4275 8,484 84,954 440,067
- effect of changes in accounting poiiies  — &3t RHE 7 F/2 36,731 - - - - - - - 36,731
- as estated -&j| 36,731 66,244 6,803 263,385 5922 4215 8,484 84,954 476,798
Aogiston of a subsidiary EA-fHERA
(note 321b)) (Wesoh) - - - - - - 168 - 168
Transfer &9 - 75,044 7,994 %7 - - - (83,99 -
Adattons HE 14119 6,655 16,454 42,652 27 1,552 2,066 5353 89,138
Disposal e (710) (2828 (287) (1,388 (34 (808) 907) - (6,962)
At 31 December 2009, asrestaledend ~ R-FEAETA
1 January 2010 =t-R(E)
W-E-35-A-8 50,140 145,115 30964 305,606 6,175 5019 9811 6312 559,142
Transfer &} - 1217 2,80 81 - - - (4118) -
Addtions hE 331 661 10,775 43,380 45 597 1647 2212 80,078
Disposal e - = - 6:297) ) 59) (682) - 7078
Exchange difference EiZR 1013 3670 693 6,759 i 10 154 528 12,954
At 31 December 2010 RE-TF+2A=1-A 51,484 160,663 45252 349,529 6,576 5,668 10930 24,994 645,096
Accumulated depreciation 2R
At January 2009 WZZENE-A-R
~as previously reported ~RAFIER - 12019 3543 80,991 3190 3325 4673 - 116,741
- ffect of changes in accounting poliies  — &3 RHE 252 1,106 - - - - - - - 1,106
-as restated ~&j| 1,106 12019 3543 89,091 3,190 3,325 4,673 - 17,847
Cherge for the year ERHR 679 4,768 2,762 29,080 1301 489 1123 & 40,152
Digposal =3 (80) (318) (259) (1,193 ¢] (603) (460) - (2,918
At 31 December 2009, asrestatedand ~ R=FEAEL]
1 January 2010 =+-R(E)
RZ3-5%-A-A 1,705 16,469 6,050 117,828 448 321 5,336 - 155,081
Charge for the year il 1276 7,086 7426 3,269 1079 642 1526 = 55,304
Disposal i3 = - = (4.880) &2 (53) (380) - (5,349)
Exchange difference ERES 5 514 "7 2252 2 67 84 - 37
At 31 December 2010 R-E-EE+-f=1-H 3,040 24,069 13,593 151469 5,553 3,867 6,566 - 208,157
Carrying amount RAE
At 31 December 2010 RZF-TE+ZA=1-A 48444 126,594 31,659 198,060 1023 1801 4364 24,994 436,939
At 31 December 2009 REENFTZA=1-A
asrestated (&) 4843 128,646 24914 187,778 1,693 1,808 4475 6,312 404,061
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RE B ERRME(E)
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

15. PROPERTY, PLANT AND EQUIPMENT 15. Y13 - HEERFZE(E)

(Continued)

The carrying amount of property, plant and equipment pledged
as security for the Group’s banking facilities amounted to
approximately HK$19,108,000 (2009: HK$19,632,000
(restated)).

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$32,372,000 (2009: HK$37,201,000).

As at 31 December 2009, included in leasehold land and
buildings was a property of approximately HK$14,044,000 (land
cost) and HK$5,588,000 (building cost) respectively of which
the title has not been transferred to the Group as certain legal
processes necessary for the acquisition have not been
completed.

Included in leasehold land is one (2009: one) parcel of land
amounted to approximately HK$7,548,000 (2009:
HK$7,286,000) of which the Group is in the process of applying
for the land use right certificate, which has not yet been issued
by the relevant government authority in the PRC.

The Group’s leasehold land is analysed as follows:

BRE{E4) 419,108,000/ T( — BT N4 :
19,632,000 7T (EF) ) W - #ES ek
HELIRE - (EATEEMNRITEEER -

AEERBEBOERRERE - BH=
ERF - MOW T BREIAES -

AEERBEROMITHERTENE
EE# /32,372,000 T(ZEZ2 N F :
37,201,000/87T) °

R-ZEZNF+_A=+—H HELH#
L& F 5 Rl 81— & 4918 14,044,000/ 7T
(3K AN) K2.5,588,00058 7T (BEFHKA) 2
ME AN EREREENAEEFRAT
B FTAEBEBENAEREREE -

HETHEE—R(ZETAE : —1R)DE
7,548,000 7L ( ZEZ 1.4F : 7,286,000/
JO)Z M - ANER B IETE RSB -t AR AR
i AP B A A IR A B N R B LR o

REEZHE T HEFINT

2009
—TETNF

HK$'000
FEIT

In Hong Kong: RES
Medium-term leases hEIFRE 13,669 14,044
Outside Hong Kong: REBIFIN
Medium-term leases FREEE 34,775 34,391
48,444 48,435
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RE SRR (E)

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

16. INVESTMENTS IN SUBSIDIARIES 16. BB ARINKRE
Company
b N
2010 2009
—E-EF —ETNEF
HK$’000 HK$000
FEx FET
Unlisted investment, at cost FELTIERE (R AETE) 10,000 10,000
The amounts due from/to subsidiaries are unsecured, interest- EUFENHBARRIBAEER 28K
free and have no fixed terms of repayment. I 4 (B TE AR R o
Particulars of the subsidiaries as at 31 December 2010 are as RZZE—ZTF+RA=1+—81 ' BRI
follows: BT
Issued and fully Percentage of
Place and date of paid up share capital/ ownership interest/voting
incorporation registered capital power/profit sharing Principal activities
FEltRR/ RER/
A L3R A BRIRAZRA/FREAR A E Rt FTEEK
Direct Indirect
HE i
Ka Shui (Holdings) Company Limited  British Virgin Islands (‘BVI") 369,093 ordinary shares of 100% - Investment holding
FhsBER)ERAR RERUES US$0.1 each REER
(ZBEa#E]) 369,035 REE01ETL
LRk
Ample Wealth Developments Limited  BVI 1 ordinary share of US$1 each - 100%  Investment holding
EEHRARAA BERIES RERABIZT EBR RERR
Ka Fung Metal Manufactory Hong Kong 10,000 ordinary shares of - 100%  Manufacture of zinc alloy
Company Limited & HK$1 each die casting and plastic
RESBERRERAT 10,000 SREE BT injection products and
TER components
EERESBENDBRITE
ERRTHE
Ka Shui Manufactory Co., Limited ~ Hong Kong 100 ordinary shares of = 100%  Sale of zinc, magnesium
EhamBRAR % HK$100 each and aluminium alloy die
100k EREE100ETL casting and plastic
TRk injection products
and components

HEH  BLEASEEN
BRIEERRTHN
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RE B ERRME(E)
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

16. INVESTMENTS IN SUBSIDIARIES (Continued) 16. HHBATMNKRE (&)

Issued and fully Percentage of

Place and date of

paid up share capital/ ownership interest/voting

incorporation registered capital power/profit sharing Principal activities
FlRE RER/
MR LR AH BRTRARRA/ERELR TEEH
Indirect
5t
MG Technology (Shenzhen) The PRC Registered capital 100%  Sale and manufacture of
Company Limited m HK$150,000,000 magnesium and
BRI ORI BR AT & 7150,000,00087T aluminium alloy die
casting products and
components
HEREEERESEEE
EnREHH
Ka Shui Technology (Huizhou) The PRC Registered capital 100%  Inactive
Company Limited i HK$110,000,000 TEXH
FbRENERAT #f & 7110,000,000 7
Elegant Shine Investments Limited BV 1 ordinary share of US$1 each 100%  Inactive
EBREBRAA EERIHE REREEIZT, SRR LEEE
Ample Wealth Property The PRC Registered capital 100%  Inactive
Developments (Huizhou) Limited & HK$6,800,000 L g
2enERE(EM)BRAR FEHE 6,800,000 ¢
Ka Shui Technology Limited Hong Kong 10,000 ordinary shares of 100%  Investment holding
FARBERRA Bk HK$1 each REER
10,000 BREEI AL
Wing Yu (Far East) Industries Hong Kong 100,000 ordinary shares of 100%  Provision of surface
Company Limited & HK$1 each finishing treatment
KRER)EXBRAF 10,000 BREEI BT services
LER RERERE RS
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

16. INVESTMENTS IN SUBSIDIARIES (Continued) 16. HEARNIRE (&)

Issued and fully Percentage of
Place and date of paid up share capital/ ownership interest/voting
incorporation registered capital power/profit sharing Principal activities
SRR B BRIRAZRAZRELR A AR FTEERK
Direct Indirect
HE R
Ka Yi Technology (Huizhou) The PRC Registered capital - 100%  Sale and manufacture of
Company Limited & HK$20,000,000 zin and aluminium alloy
EENE(EMN AR SEEK20,000,000737C die casting products and
components
BEREERRESS
BEERREHH
Cheong Fai (International) Steel Hong Kong 1 ordinary share of HK$1 each - 100%  Inactive
Company Limited (formerly BE 1RERAEI ST LBk EEES
known as Ka May Metal

Manufactory Company Limited)
SIE(ER) b AR AR (A1

RreBEnERAR)
Ka Fung Industrial Technology The PRC Registered capital - 100%  Sale and manufacture of
(Huizhou) Company Limited H HK$2,000,000 products and
RETXMR(BMERAA & R2,000,000% 7T components with plastic
contents
BEREESEBHML
EnREH
Alphalite Company Limited Hong Kong 1 ordinary share of HK$1 each - 100% Trading and marketing of
(formerly known as Lightxim B 1RERAETET AR light emitting plasma
Company Limited) lighting products
ERRRERAT % light emitting plasmal
(AR Eﬂ’iﬂﬁﬁ BAR) BERZESRTHHE
MG Technology (Shenzhen) Company Limited, Ka Shui ‘éH%%ﬂ&(?ﬁﬂll JERAT - 2wt (&
Technology (Huizhou) Company Limited, Ample Wealth )Il)ﬁﬁﬁ %%Faﬁ%&(i}ll)ﬁ[ﬁﬁ
Property Developments (Huizhou) Limited, Ka Yi Technology §E$4&($J HBERA BT
(Huizhou) Company Limited and Ka Fung Industrial Technology %ﬁi(%J BER AR ARF IﬁkiZ&l\?&‘-ﬁ?ﬁé
(Huizhou) Company Limited are wholly-foreign owned B

enterprises established in the PRC.
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For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

17.

18.

19.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Unlisted equity, at cost
Impairment loss

RIEREE

I LB GRARAFH)

17. THHESREE

2009

—EZNEF
HK$’000
FET

8,303
(8,303)

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

At 31 December 2010, included in deposits paid for acquisition
of property, plant and equipment was a deposit of
approximately HK$5.5 million (2009: HK$9.7 million) paid to a
related company, Chit Shun Machinery Limited, for the
acquisition of machinery.

INVENTORIES

18.

19.

BN IE LIRS B BT ISRE - Mak
DRFEGETOEEXAK - ARREERR
HAFETERAE - BOF EMRARE
TR NI °

ENBEYE BEREEZ
Be

R-ZE—TF+-A=1+—H HEMNBEE
ME - WERBREZIZSPEREEHS
i A — A B A Rl R AR R E B R A A
At 2 324 #95,500,000/8 T ( = BE A4 ¢
9,700,000/ 7T) °

FE

2009
ZEENF
HK$’000
FET
Raw materials B 86,986 64,435
Consumables supplies and spare parts  E#Eh K A Z #b 4 8,817 8,554
Work in progress pas LA 46,607 34,714
Finished goods Bk R 42,912 20562
185,322 135,265
Less: Allowance for inventories B FEEE (2,565) (4,732)
182,757 130,533
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

20. TRADE RECEIVABLES

96

The Group’s trading terms with customers are mainly on credit.
The credit terms generally ranged from 7 to 90 days (2009: 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:

20.

B 5 EWEIE
REFEEF Z RGERRNTE D AEEF R
T EEHBRATEOATE(ZZT
N4 - 30290R) - EEFPHERSREER
B o AEEB BRI E RIKREZ UK
1B - EFHWMEBRFEITERRE o ERN%
S HEZ B SEBGRIBRITN) 2 RS
T

2009

—ZETNF

HK$’000

FAEIT

0 to 30 days T E30H 96,799 69,725
31 to 60 days 31£60H 25,334 24,522
61 to 90 days 61290H 16,830 13,454
91 to 180 days 91ZE180H 14,756 3,376
Over 180 days 1808 A £ 614 678
154,333 111,755

At 31 December 2010, an allowance was made for estimated
irrecoverable trade receivables of approximately HK$2,322,000
(2009: HK$3,204,000).

Reconciliation of allowance for trade receivables:

R=Z—2F+=A=+—8 B
R IR B 2 5 R 0 B 40
2,322,000/87TC( —EZE L5 © 3,204,0008
) °

B 5 WSR2 Bk

2009

—ETNF

HK$’000

FET

At 1 January NGl E] 3,204 1,053
Allowance for the year INEF SR - 2,715
Reversal o] % (897) (628)
Exchange differences MEH =5 15 64
At 31 December R =E =318 2,322 3,204
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For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

20. TRADE RECEIVABLES (Continued) 20. EZRWKIE(E)
At 31 December 2010, trade receivables of approximately P eE —ERaE L = B = e — [F 0 )
HK$29,860,000 (2009: HK$13,241,000) were past due but not 29,860,000/ 7 (ZZEZF L4 : 13,241,000
impaired. These relate to a number of independent customers BT ) BB 5 FE UL FRIE A BB M (E B
for whom there are no recent history of default. The ageing o ZEFIAM T Z i WK K 42 8k 15
analysis of these trade receivables, based on the due date, is as VEFPER - BHE S EKGIEEEEIER
follows: RIBREC DATLA T ¢

2009

—ETNGF

HK$'000

FAET

Up to 3 months 3ME AR 29,302 12,532

4 to 6 months AZ6{E A 196 709
Over 6 months 618 A AL 362 -

29,860 13,241

The carrying amount of the Group’s trade receivables is B S REBGRIEREETI A N5 &M AT -

denominated in the following currencies:

2009

—ETNEF

HK$'000

FEIT

HK$ BT 30,839 29,565
UsbD EVm 104,704 V838
RMB AR 17,779 7,599
Others Hib 1,011 803
154,333 1131376

21. FINANCIAL ASSETS AT FAIR VALUE THROUGH 21. RAF B A ERENLREE
PROFIT OR LOSS

2009

—ETNEF
HK$’000
F#T

Zinc forward contract FERARE A 8,292 =
The carrying amount of the above financial assets is classified as FEMEEZRAESHERHEES -
held for trading.
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

21.

22,

98

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (Continued)

The investments included above represent investments in
derivatives that offer the Group the opportunity for return
through fair value gains. The underlying commodity is zinc. The
notional amounts of zinc to be acquired or sold under contracts
are set out below:

21.

2010
—z-25

Notional
amount

uUss$

BETHE

Zinc forward contract FREA Y

3,534,000

RAFEFABERENERNEE
(&)

PR ERKITE T AR E MR HASER
SATEMER R #E - BEE MR o
REBESOBEEREE 2 FRRLEETIN
e

2009
—ETNF
Notional
amount
uss$

HK$
equivalent

BTEE

HK$
equivalent
BILEE

27,565,000 - -

The zinc forward contract has a maturity of approximately two
years. The fair values of the derivatives are determined by
reference to the forward market price of zinc at year end and
the fixed price of zinc stated in the contract.

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 27 to the consolidated financial
statements. The deposits were denominated in HK$ and
arranged at floating interest rate ranging from 0.17% to 0.18%
per annum (2009: 0.1% to 1.0% per annum) and therefore are
subject to cash flow interest rate risk.

The Group’s bank and cash balances of approximately
HK$77,099,000 (2009: HK$62,948,000) 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.

22,

FREAKRMESE - FTETAZAT
ELAE R R T E R A DTS B
R -

EERFRITEFRERTRESLE
123
AEEBMIFIRITERIBEH NGRS P IEHRE
27 B ASE ARG ERITEE MM
FIRITMF - ZETFFTAETREMN - U
FFEOAT%ZE0.18% (ZEZTNF : 0.1%
F1.0%)HEBF R L - WARZESR
EMNEER -

IR1TRIRE £ 8:4977,099,0008 70( —TZ
A 62,948,00078 70 ) AA R BB »
AR N IR HNE 52 oh B HME B 1R 515 I 4
[& - E[E REEEFTERS
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For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

22. PLEDGED BANK DEPOSITS AND BANK AND
CASH BALANCES (Continued)
The carrying amount of bank and cash balances is denominated
in the following currencies:

B (&)

22, CEEFRTERERITRRELE

RITRReERZEHENTIEERE

i :

Group Company
rEE PN

2010 2009 2010 2009
—E-BF —TThEF CEB-BF _—TTIhF
HK$°000 HK$'000 HK$°000 HK$000
FET FET FET FAET
HK$ BT 10,417 2,637 387 7%
usb EIH 33,479 12,301 - -
RMB AREE 77,099 62,948 - -
Others Hih 1,537 285 - -
122,532 VKl 387 )

The bank and cash balances earned interest at floating interest
rates ranging from 0.01% to 1.98% per annum (2009: 0.01% to

0.4% per annum).

23. TRADE PAYABLES

The ageing analysis of trade payables, based on the date of
receipt of goods, is as follows:

23.

R1T RIS R UF BN FI R A EFZ0.01%
Z1.98%HIMFAE(ZEZNGF « FF=

0.01%%E0.4%) °

5 ENRRE

B Z NSRRI E A I E ARk 21710

G

0 to 30 days T E30H 85,929 32,061
31 to 60 days 31£260H 33,769 19,569
61 to 90 days 61290H 5,682 2,037
91 to 180 days 91£2180H 169 2,994
Over 180 days 180H A E 680 2,599
126,229 59,260
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

23. TRADE PAYABLES (Continued) 23. EZENFRIE(E)
The carrying amount of the Group’s trade payables is S EMNTUAEREBEN T & AN .

denominated in the following currencies:

2009
—ETNEF
HK$’000
FET
HK$ BT 23,952 13,819
USD E7T 39,045 2,946
RMB AR 59,644 40,745
Others Hib 3,588 1,750
126,229 59,260
24. DUE TO A RELATED COMPANY 24. BENBRERARNIE
Particulars of the amount due to a related company are as FERTRRE QA BEIFIEFFBAT
follows:

2009

—ETNF

HK$’000

FET

Chit Shun Machinery Limited MR E AR A A 1,456 2,422
The amount due to a related company is unsecured, interest ENEERFNRIEAEEE - 2 B KA
free and repayable on demand. Mr. Lee has significant influence ERIFANAER - ZEETCMEARHEBE

in the related company. K& -
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For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

25. BANK BORROWINGS 25. SRITER
The analysis of the carrying amount of bank borrowings is as SRITEROEREESITHT ¢
follows:

2009
ZETNF
HK$’000
TFrET
Current liabilities nREEE
Factoring loan due for repayment HAR—FEREEZEW
within one year BRAER - 5,000
Overdraft BY - 46
Portion of term loans due for repayment 7B —E R E|EEE S E
within one year BERES 91,722 46,300
Portion of term loans due for repayment 7B — 4| HIEEH B SR
after one year which contain a ESRIBIRIEFAE HIRT
repayment on demand clause BREs 33,129 23,879
124,851 719,2245
The interest-bearing bank borrowings, including the term loans FERITER(BEARERERNEHE
repayable on demand, are carried at amortised cost. None of ) THIRBE SR ARSI BR o AR —F 1R B EA(E
the portion of term loans due for repayment after one year BB ERERERERE>BARBAR
which contain a repayment on demand clause that is classified WEERS D TBHRBER—FAEE °

as a current liability is expected to be settled within one year.
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

25. BANK BORROWINGS (Continued) 25.
At 31 December 2010, interest-bearing bank loans and
overdraft due for repayment were as follows:

RITEK ()
R-E—TE+-A=+—A  IHEE
SHERITERRBEIMT :

2009
—ETNEF
HK$'000
FET
Factoring loan repayable on demand ERBRERE 7 EWERRE K - 5,000
Portion of term loans due for AR —FRNE|EEEN T 2
repayment within one year BEha 79,372 35,000
Overdraft repayable on demand BIREREEIEX = 46
Portion of term loans due for repayment ZBiRZ ki —E RN EEEH
on demand or within one year EEERHBY 12,350 11,300
91,722 51,346
Portion of term loans due for repayment ZBiZZ ki —E RN T EEE Y
after one year which contain BERERERERE L
a repayment on demand clause & o (Kiita)
(note a)
After 1 year but within 2 years —F 7B ERFZRA 11,683 7,550
After 2 years but within 5 years MEZBBRFZA 16,463 10,046
After 5 years AF 2% 4,983 6,283
33,129 23,879
124,851 75,225
Note a: Hiata -

102

The amounts due are based on the scheduled repayment dates set out
in the loan agreements and ignore the effect of any repayment on
demand clause.

One of the bank facilities are subject to the fulfiiment of
covenants relating to certain of the Group’s financial ratios, as
are commonly found in lending arrangements with financial
institutions. Should the Group breach the covenants, the drawn
down facilities would become repayable on demand. In
addition, certain of the Group’s term loan agreements contain
clauses which give the lender the right at its sole discretion to
demand immediate repayment at any time irrespective of
whether the Group has complied with the covenants and met
the scheduled repayment obligations.

BRFETRERGRIENEEERRREE -
WikEt RAEMZERERGEROZE -

MORITREREFT TR ERAEE S TH
WL R R ZELmBE N ES RE
IV ZERLPPHR - MASEERERH
RE AIEBAZBEREARERERE -
AN AEREE T EMERGE NP 4H
TERAZERIERERERS ZLAREEER
TREQRER - i S R AN SR B 2 5 8 <7 2258 I A
RREEERE
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RE B ERRMEE(E)
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

25. BANK BORROWINGS (Continued)
The Group regularly monitors its compliance with these
covenants and meets the scheduled repayments of the term
loans. The Group does not consider it probable that the bank
will exercise its discretion to demand repayment as long as it
continues to meet these requirements. Further details of the
Group’s management of liquidity risk are set out in note 5(d). As
at 31 December 2010, none of the covenants relating to drawn
down facilities had been breached (2009: Nil).

Bank borrowings were arranged at floating interest rate. The
range of the interest rates at 31 December was as follows:

25.

RITER(E)

NE B E HABSE L 3R 2 BT - WARBRER
TEFNBEEERNRIELER - TEERKS
EHRENERT  AEEWTRARITE
TR ERERNET - REBZESIRBIE
&R EAM BRI FES(d) e RZZF—
ZF+-A=+—B BESHIEHNESE
BRRECHER(ZZETNE &) o

RITERDEBNERGE - RtZA=1
—HEMXBELNT :

Portion of term loans due for
repayment within one year RS

Portion of term loans due for repayment B —FAEBNBSIRESR
after one year which contain a EEREFNTEHESRE S

repayment on demand clause
Bank borrowings were secured by the Group’s fixed deposits,
properties, corporate guarantees provided by the Company

and certain subsidiaries of the Company (note 27).

The carrying amount of the bank loans and overdraft is
denominated in HKS.
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AR —F AR HREENTEH

per annum
FRIE

1.7% to 2.1%
1.7%£E2.1%

per annum
FF=

1.6% to 2.3%
1.6%%£2.3%

per annum
FH=E

1.7% to 2.9%
1.7%£2.9%

per annum
FH=

1.9% to 3.1%
1.9%%3.1%

RITERDARNKEAOERFR - W%« K
NAIRETHE A AR R AR RIEER
(K&E27) -

RITERRBEXREEDABTREE

fiL ©
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26.

104

OBLIGATIONS UNDER FINANCE LEASES 26.

Obligations under finance leases are repayable as follows:

2010
—g-%fF
HK$'000
FHT

Within one year or containing —F Rk g% Esk
a repayment on demand =¥ 2
clause 12,007

MBI AR
RATROFROBRBLT :

Group
rEE

Present value of
Minimum lease minimum lease
payments payments

BEBAER REHEERRE

2009 2010 2009
—EENF ZE-TF _"TINF
HK$'000 HK$°000 HK$’000
FET FET FET
(restated) (restated)
(&751) (&71)

22,570 11,953 22,440
In the second to fifth years, SE-FZFHF
inclusive (BEEEME) - 1,778 = 1,751
12,007 24,348 11,953 24,191
Less: Future finance lease B KRB EMELY T H
charges (54) (157) N/A N/A
Present value of lease FAEERE
obligations 11,953 24,191 11,953 24,191
Less: Amount due for B 12{E AR S E
settlement within RBRBEE
12 months or TREE 2GR
containing a Gl ERBEE)

repayment on demand
clause (shown under
current liabilities)

Amount due for settlement 1218 B & 3| Hi4: & 28
after 12 months

It is the Group’s policy to lease certain of its plant and
machinery and motor vehicles under finance leases. The
average lease term is 3 to 5 years.

At 31 December 2010, leases of approximately HK$67,000
(2009: HK$161,000) were arranged at fixed interests rates and
exposed the Group to fair value interest rate risk. The remaining
borrowings were arranged at floating rates, thus exposing the
Group to cash flow interest rate risk.

(11,953) (22,440)

- 1,751

AEENBRREAREBOTARELS
THERELE  FHREFHA/IES
& o

R-ZE—ZTF+-F=+—8 467,000
BIL(ZZETNFE : 161,000/ 7T) L)%
BEEMETE - WAEBEEAEQFER
KRR o EMEFIRFEF RS - BER
EEEAERSREFEAR o
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For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

26.

27.

OBLIGATIONS UNDER FINANCE LEASES
(Continued)
The interest rates per annum are analysed as follows:

26.

B E MR (&)

MESHAT

B E I =AY

Fixed rate leases

Floating rate leases R B LY

7.0%
1.9% to 2.3%

7.0%
1.8% 10 5.7%

All leases are on a fixed repayment basis and no arrangement
has been entered into for contingent rental payments.

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 2010, the Group had available banking
facilities of approximately HK$419 million (2009: HK$250
million), which were utilised to the extent of approximately
HK$135 million (2009: HK$93 million). These banking facilities
were secured by the following:

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

(o)  the Group’s bank deposits of approximately HK$2 million
(2009: HK$2 million);

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

(d) lessors’ title to the leased assets under finance leases.
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27.

2 AR A E BIEE S B I AT S ATk
RE L -

EEBERORBEIINETAE -

AEENBREROAZEALEANEESE
PrETEIERYELR

RITEE

RZZE—ZTF+=A=+—8 ' ~&EAF)
FEIRTTIEE 49/5419,000,0008 T (==
T LA ¢ 250,000,000/ 7T) @ T2 BEE
58 49 /5135,000,0008 7L (—EZ AL ¢
93,000,000/ 7T ) ° WWEFRITEELATEIIE
B fERIEH

(@) AAFRAREFLN B A B
NEER

b) AE&EBEIRITERAI2,000,0007% 7T
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28. DEFERRED TAX LIABILITIES 28. EXEHEBEASB

106

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

AT AAREERFADERN E2REHRIE
BEMEERARESD

Accelerated tax
depreciation

EBHERTE

HK$'000

FHETT

At 1 January 2009 and 31 December 2009 —EENF—-A—BRt+t=ZA=1+—H 1,608
Charge to profit or loss for the year (note 10) B EWERIR(A77E10) 780
At 31 December 2010 RZZE—ZTF+=-A=+—H 2,388

At the end of the reporting period, the Group has unused tax

RS TER - ARBEERSATIEE

losses and deductible temporary differences in respect of the EBEGPBRENBATIZHENBAAETH
pre-operating expenses of the PRC subsidiaries of B Z 255 B1491,962,0008 T ( —ZEZH,

approximately HK$1,962,000 (2009: HK$7,592,000) and
HK$21,683,000 (2009: HK$11,025,000) available for offset
against future profits respectively. No deferred tax asset has
been recognised in respect of these tax losses and deductible
temporary differences (2009: Nil) due to the unpredictability of
future profit streams. Included in unrecognised tax losses are
losses of approximately HK$1,962,000 (2009: HK$2,452,000)
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$53,821,000 (2009:
HK$36,204,000). 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.

F : 7,592,000/ 7T ) & 21,683,000 7T (=
T AF ¢ 11,025,000 70 ) 7] HE K 55 7K 2
A o WAL Z ERIIEEIE R AR R =
HHERECHEEE(ZSSNEFE &) R
A AREEERTGBITRA o KERHIEE
BEEEIBA1,962,000/8 T ( —EFNF ¢
2,452,000/870) i —F —UFRIH] - Eib
TRIE BB T R EAAE S o REER P HIRERRE
EZBEA RSP ENEARFNE D RS
RE -

RREHETER  BNBRARRD RS
FEBRMABEREEHRBEEBEZBEE
A H453,821,0008 L ( — T HF ¢
36,204,000/ 7T ) ° M Bt F A TR
& REAKREBEEEHIERNEEN R
iM% A= RE R T A B A] B AR SR B o
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RE B ERRMEE(E)
For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

29. SHARE CAPITAL

29. IRA&

Number of
shares Amount
g == x|
HK$’000
FET
Authorised: JETE
Ordinary shares of HK$0.1 each  S&EIEO.178 TTHI L@
At 1 January 2009, RZEZENF—A—H -
31 December 2009 and —EENF+A
31 December 2010 =t+t—BR-_ZT—EfF
Iy Sl |2 5,000,000,000 500,000
Issued and fully paid: BETREE :
Ordinary shares of HK$0.1 each  SXE{EO.178 TTHY E3BA%
At 1 January 2009 and 31 RZZZENF—A—AR
December 2009 S ch el et 880,000,000 88,000
Issue of ordinary shares upon the  RAIT{E BRI EMEIT
exercise of share options ERElS @) 2,629,400 263
At 31 December 2010 RZBE—ZTF+-_A=+—H 882,629,400 88,263

(@ Issue of ordinary shares upon the exercise of share
options

The Group operates a share option scheme which is
detailed in note 31(b) to the consolidated financial
statements. During the year ended 31 December 2010,
2,629,400 (2009: Nil) ordinary shares were issued
pursuant to the exercise of share options.

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 the previous year.

Annual Report 2010 - ZE—EEER

(@) ITERBAEMETT . BB

AEER —BRERE - BT
BHRERE M ERERM E31(0) ° B
HE =T e e e e
B RITEEREm T TRk A
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

29.

30.

108

SHARE CAPITAL (Continued)

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 net gearing ratio of not more than 30%
determined as the proportion of net debt to equity.

The net gearing ratio at the year end was as follows:

29.

R (&)

AEENEARBRERE NERBLIAR
RARREGTE ARIGHES  BREET
BA - FERRERF - AAREEZFF
BE —RERRE - RETIRAE - EFE
BERKARERAZTRERNRR - RIFE
EHER  AREREBIKNIRE - BITH
B M BB B A MBI THE RSB RRE &
B REATEEREARE - ARENER
FEELXR(BMEBFRERRNLE) /T
#8130% ©

NEREFEELEMT

2009

—EZNEF

HK$’000

FET

Debt (a) E&@ 136,804 99,416
Less: Bank and cash balances o IRTTRIR S AR (122,532) (78,171)
Net debt BEERE 14,272 21,245
Equity (b) (o) 603,438 555,684
Net debt to equity ratio (B R EEERE RS L R 2.4% 3.8%

(@) Debt is defined as bank borrowings and obligations under
finance leases, as detailed in notes 25 to 26 to the
consolidated financial statements.

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

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

RESERVES

(@) Group
The amounts of the Group’s reserves and the movements
therein are presented in the consolidated statements of
changes in equity.

30.

@ EBEIRTARBMESHEREME
FLEE - BEAFBHN R TBR
KMt FE25%26 °

) HEBFEAEEMEERRHE -

AEBME—RINFEZERRERSRFE
R Pz LT R BN DR25% 2

DRRHE -

Ei]

(a) A*KH
N5 B 0 R E OB RABRE Z B R AR
BEREEHERET
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Notes to the Financial Statements (Continued)
RE SRR (E)

For the year ended 31 December 2010 # % —F—ZF#+ - H=4+—H

30. RESERVES (Continued) 30. f#fE(E)
(b) EAF

(b) Company

Share
premium

B isE
HK$'000
FEr

Share
option
reserve
BRERE
HK$000
FET

Retained
profits Total
REBER g
HK$'000 HK$000
FEr FET

At 1 January 2009 RZZZNF—A—H 198,589 10,459 27.528 236,571
Recognition of share- DAL E 2 IR
based payments - 2,893 - 2,893
Loss for the year FEREE — = (3,014) (3,014)
Dividend paid BERIRE = - (23,760) (23,760)
At 31 December 2009 RZZETNhEF
e 198,589 13,352 749 212,690
At 1 January 2010 R-ZE—-ZF—F—H 198,589 13,352 749 212,690
Issue of ordinary shares upon R{T{FEERAE M
the exercise of share BT EBR
options 828 - - 828
Recognition of share- MR AR E 2 FUR
based payments - 872 - 872
Forfeiture of share options 384~ BE A2 = @,111) 271 -
Exercise of share options 1TE 2 334 (334) - -
Profit for the year FARF - - 20,441 20,441
Dividends paid 2RRE = - @21, 151) (21,151)
At 31 December 2010 RZE—ZF
= Bl 199,751 11,779 2,150 213,680

(c) Nature and purpose of reserves
() Share premium account

Share premium represents premium arising from the
issue of shares at a price in excess of their par value
per share. Under the Companies Law of the
Cayman lIslands, the funds in the share premium
account of the Company are distributable to the
shareholders of the Company provided that
immediately following the date on which the
dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as
they fall due in the ordinary course of business.

Annual Report 2010 - ZE—EEER

() REZMERBE®N

(i)

R 405 (B iR

B s B ERESR S RE
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30. RESERVES (Continued)
Nature and purpose of reserves (Continued)

110

(c)

(i)

(iii)

(iv)

v)

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(c)(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(0) to the financial statements.

30. f## (&)

(c)

2 EE R E 8 (E)

(ii)

(iii)

(iv)

v)

BB
AGHRBEE AT RIBRIET ()
FESBEAMBRATNR
TERF-A+N\RBAEKBIRE
EeBEmE(—FIERREE
AR ER AR EEE
BRI+ W ZSe AR 2 25
MBETHROEE &AL
AABMNEREEGER) AR
NEIM 2B AR E M ZETTH RGN
=R

EXRE

BB REASRERERES
BREBMERARLRZETE
SRR B R TRAR

& S E

S HEREREREGINE
B ERRSEELENTEER
EBEREPEINERIREFE
B AT E X 2B X
25 - ZERBEREBEYBHRE
MEE3(C) i) TR & 5T ER IR IR -

BRERE

FERE R A AR B B A SRR B
AE3(0) P B IR A M A L A B )
< B SRIR T BR A B & R RS
ROETFARERBENHRITRE
BRENEERESMATHENQ
FE -
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2010 B2 —F—ZFF+_-H=+—H

30. RESERVES (Continued)

(c)

Nature and purpose of reserves (Continued)
(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.

31. SHARE-BASED PAYMENTS
Equity-settled share option scheme

(a)

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.
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(c)

REEZHEERENGE)
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Notes to the Financial Statements (Continued)
RE SRR (E)

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

31. SHARE-BASED PAYMENTS (Continued) 31. UREBEE 2FEGE)
Equity-settled share option scheme (Continued) DA 2 2 BB RE s8I (48)
(@) Pre-IPO Share Option Scheme (Continued) (a) BARAMERABRETS(E)
Details of the specific categories of options are as follows: IERR iR B RIFFIB T -

Fair Number of

value share

Category of atgrant  Exercise options
grantee Date of grant Vesting date Exercise period date price  outstanding

RRHEH 3
ERAER RHAS BERS ey 2NV TEE  BRERE
HKS$

Executive directors 1 June 2007 27 June 2008 27 June 2008 to 26 June 2011 0.59 0.81 1,188,000
BITES —FZt+F A-H “EEN\EAA-tHEE ZEENERA-tHRE

“E—FRAZ1RA
Executive directors 1 June 2007 27 June 2009 27 June 2009 to 26 June 2011 0.61 0.81 1,188,000
BITES “ERHERA-A “EENEAA-HER ZEEAEAA-TEAE

S Y s N
Executive directors 1 June 2007 27 June 2010 27 June 2010 to 26 June 2011 0.63 0.81 1,584,000
#ES S Y = “E-ZF At ZE-E§/~AC+tHAZE

ZE——& AZ1/E
Senior staff 1 June 2007 27 June 2008 27 June 2008 to 26 June 2011 0.59 0.81 3,656,400
RRBE “FZ+%5A-A ZEENEAAZHHR  ZEEN\ERA-THAZE

“E—F AZ1RA
Senior staff 1 June 2007 27 June 2009 27 June 2009 to 26 June 2011 0.61 0.81 3,656,400
ARBE S5 AR “EENEAA-HER ZEEAEAA-TEBE

—F——FXA=1KA
Senior staff 1 June 2007 27 June 2010 27 June 2010 to 26 June 2011 0.63 0.81 4,875,200
BREBE e Y ZE-FERAZtER ZE-BERACTHAZE

ZE——& AZ1E
Junior staff 1 June 2007 27 June 2008 27 June 2008 to 26 June 2011 0.55 0.81 310,200
NEBE —FZt+FRA-H “EEN\ENA-tHEE  ZEEN\FRA-tHRZE

“F—F AZ15A
Junior staff 1 June 2007 27 June 2009 27 June 2009 to 26 June 2011 0.59 0.81 310,200
EEE T tE A-H “EENEAA-tHER  —EEAEAA-THAE

—F——FXA=1iA
Junior staff 1 June 2007 27 June 2010 27 June 2010 to 26 June 2011 0.63 0.81 413,600
NEBE “ZZ+ERR-H “TFE A-+tF —E-TE A-ttHAZE

—E——% AZ1/E
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Notes to the Financial Statements (Continued)
RE SRR (E)
For the year ended 31 December 2010 B2 —F—ZFF+_-H=+—H

31. SHARE-BASED PAYMENTS (Continued)
Equity-settled share option scheme (Continued)
(@) 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;

(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 2.5-3.5years
Expected volatility 46.94%
Dividend yield 1.70%
Risk-free interest rate 4.38%
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31.
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(i)
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78
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31. SHARE-BASED PAYMENTS (Continued)
Equity-settled share option scheme (Continued)

114

(b)

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 number 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.

31.

AR R4S 5 2 FROR (1)
BARR 43 214 2 B IR fE =t 81 (48

(b)
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For the year ended 31 December 2010 B2 —F—ZFF+_-H=+—H

31. SHARE-BASED PAYMENTS (Continued)
Equity-settled share option scheme (Continued)

(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.
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For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

31. SHARE-BASED PAYMENTS (Continued) 31. UREEE 2 FE(E)
Equity-settled share option scheme (Continued) DU 2 2 B RE ST 8 (48)
(b) Share Option Scheme (Continued) (b) EBAFESHEI(E)

Details of the specific categories of options are as follows:

Category of
grantee

ERAER

Executive directors

HiTEE

Executive directors

HTES

Executive directors

HiTES

Senior staff

BREE

Senior staff

BB

Senior staff

B

Junior staff

RBE

Junior staff

MBS

Junior staff

NEBE

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

model.
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Date of grant

RHAS

13 March 2008
—“FZ\f=fA+=H

18 March 2008
“TRN\E=A1=R

13 March 2008
—Z2Z/\F=H1=H

13 March 2008
—FZ)\f=fA+=H

18 March 2008
“TRN\E=A1=R

13 March 2008
—“ZT)/\#=R+=H

13 March 2008
~53/\F=A+R

18 March 2008
“TRN\E=A1=R

13 March 2008
“Z%)/\$=R+=H

Vesting date

BERS

13 March 2009
—“FENEF=R+=H

18 March 2010
=l s

13 March 2011
“5——%=A+=H

13 March 2009
—“FENE=R+=H

18 March 2010
“T-TE-f1=R

13 March 2011
“Z—%=R+=H

13 March 2009
“FZNF=R+=H

18 March 2010
=Tt ==

13 March 2011
“F——%=A+=H

Fair value

at grant

Exercise period date
isihizl

(yid ] ZDTE
HK$

B

13 March 2009 to 12 March 2018 0.13
“ERNF=ATZHE
- /\EZA+ZR

13 March 2010 to 12 March 2018 0.13
“E-BE-A+ZAE
- /\#=A+=A

13 March 2011 to 12 March 2018 0.13
—Z——FZB+ZHE
—T-\§=A+2H

13 March 2009 to 12 March 2018 013
“ERNEZA+ZAE
- \§=R+ZA

13 March 2010 to 12 March 2018 0.13
“E-BE-A+=AZE
“F-\§=A+=H

13 March 2011 to 12 March 2018 0.13
—Z——FZR+ZHE
“2-\E=A+ZH

13 March 2009 to 12 March 2018 0.1
—“FENF=RT=HE
—Z-\§¥=A+zA

13 March 2010 to 12 March 2018 012
—E-ZE-A+=AZE
- \&=A+=A

13 March 2011 to 12 March 2018 0.12
=2 —&-H1=AF
“2-\§=A+z=H

Exercise
price

il
HKS
BT

0.415

0415

0415

0.415

0415

0415

0.415

0415

0415

ERER R RBERIFIBT ¢

Number of
share options
outstanding
e B
L

540,000

406,000

696,000

2,022,800

1,564,900

2,181,300

1,480,400

1,113,100

1,237,500

BRENQFERERL BREREN
n TR EEAEE -
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Notes to the Financial Statements (Continued)

e BRI (E)

For the year ended 31 December 2010 &% —F—ZFF+ - H=4+—H

31. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)

(b) Share Option Scheme (Continued)

31.

The following assumptions were used to calculate the fair

values of shares options:

Exercise price HK$0.415
Expected life 3.5-6.5years
Expected volatility 55.42%
Dividend yield 5.25%
Risk-free interest rate 2.005% —2.176%

Details of the share options outstanding under the Pre-IPO
Share Option Scheme and Share Option Scheme during the

year are as follows:

Qutstanding at the beginning of the &R 1T{E

year

Forfeited during the year FRRU

Exercised during the year FRTTE

Outstanding at the end of FIRRTE
the year

Exercisable at the end of FRAIITE
the year

Annual Report 2010 - ZEB—EEER

PR 2 508 ()

PURAD A3 2 B AR A T 81 (D)

(b) FERRAESTEI(A)
THUBRRARS H BB AT -

fEE 0.415% 7T
TERTEHA 3.5-6.5%F
SR 55.42%
A% & [l ¥R = 5.25%

B = 2.005% —2.176%

FARERRFRERAIBEE S K IBEE
BT Z W ARITREBAREFBIT -

2010 2009
—g-%% —EENE

Number of
share

options

fEREHE

32,080,000
(1,026,600)

(2,629,400)

28,424,000

24,309,200

Weighted Weighted
average Number of average
exercise share exercise

price options price
R INFEF 15
TEE BERE2 R 17128
HK$ HKS$
BT BT

0.629 36,700,000 0.629
0.500 (4,620,000) 0.629
0.415 = =
0.654 32,080,000 0.629
0.694 16,312,400 0.668
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Notes to the Financial Statements (Continued)

e R (8)

For the year ended 31 December 2010 2 —F—ZFF+—-H=+—H

31. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)

(b) Share Option Scheme (Continued)

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

31. DUIREEHE 2RE(E)

BARRAD 3245 2 B AR A =t 81 (48

(b) EBRRRFESHEI(E)
TBRTIRIE Th B B AT E AR B 3 A |
MR EEBRREEBLUNA L
BARIMBERBTRIBETE - BLIF
BN TERVWRTAERME
RIBAEEMNREG - EAZERX
HIERTFHICEL R

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.

Number of share options exercised during the year was
2,629,400 (2009: Nil). The options outstanding at the end
of the year have a weighted average remaining contractual

life of 3.2 years (2009: 4.9 years).

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

Option Scheme.
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B TFERABSRT AR GBS
W SH - WNBEATIESH -

FNHF2,629,4008 RIEETFE(ZF
THE &) FRETEBBREN
IEFHRBENFIRRI2F (=T
THAEF 1 4.95F) o

B EXPIIEEIN  BEREBERR

FA 5 A A AR At B S BB R R T BUR
AT EL A BE AR o
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Notes to the Financial Statements (Continued)
RE B ERRME(E)
For the year ended 31 December 2010 &% —F—ZFF+ - H=4+—H

32. NOTES TO CONSOLIDATED STATEMENT OF 32.
CASH FLOWS

(a)

Cash flows from operating activities

RERERER

(a) BEXBHFERERE

2009

—ETNF

HK$'000

FET

(restated)

(&%)

Profit from operations LSS F 75,911 51,947
Adjustments for: BEEH TR

Interest income FEWA (569) (178)

Reversal of allowance for RARE B R

doubtful debts (897) (628)

Allowance for doubtful debts RORRHE - 2,715

Allowance for inventories FTERE 2,565 WD

Equity-settled share-based VARG 4 B LARR D

payments XA HIFRIE 872 2,893

Gain on disposal of property, HEME - W NEE 2 W

plant and equipment (214) (1,665)
Property, plant and equipment YIEE - eS8 R ER A
written off 69 =
Depreciation on property, W - B RERETE
plant and equipment 55,304 40,152
Operating profit before movements  RitH&iEE S E BRI

in working capital SR T 133,041 99,968
Increase in inventories FEEm (54,789) (10,149)
Increase in trade receivables E 5 e R IE I AN (41,696) (16,397)
Increase in prepayments, deposits ~ FE[TEUIE - 1&e R EAERK

and other receivables RIFIE AN (1,486) (5,507)
Increase in financial assets at BEATER ABEESN

fair value through profit or loss S RVEEE N (8,292) =
Decrease in financial liabilities at BAFET AESERD

fair value through profit or loss TRIBERD = (3,047)
Increase in trade payables B 5 e FRIEE N 66,969 5,954
Increase in deposits received, BEliize - HAEMNFKRIER

other payables and accruals FEETE FHE M 14,226 7,940
(Decrease)/increase in due to PR EE A RRIECORL),/

a related company 20 (966) 1,630
Cash generated from operations IREPTISIH S 107,007 80,392
Income tax paid BT EHS (12,670) (6,259)
Interest paid BEAFE (1,722) (942)
Finance lease charges paid EfmMEROTH (417) (668)
Net cash generated from KEEBMEIRE TR

operating activities 92,198 1227
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Notes to the Financial Statements (Continued)

ire MR R MR (48)

For the year ended 31 December 2010 #Z —

32. NOTES TO CONSOLIDATED STATEMENT OF

CASH FLOWS (Continued)
(b) Acquisition of a subsidiary

s -

. FEERERER(A)

(b) Hﬁlﬂ%BﬁE’D\ﬁ

120

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:

R-ZTZAFEMA—A - KREEWEE
ﬂa?f‘ai%éﬁ%&ﬁzmg%@ﬁﬁﬁ
AEEMEHTHRA F BERED
169,000 7T - E2EE AR A AR
FRNEEET

REER - SLERARAFZAH
MNEERBBEZ AV ERRAERES
ARZERI - THHEHNAT

HK$'000
TFET
Net assets acquired: BWEFEE :
Property, plant and equipment R EEYNE 168
Bank and cash balances IBITRIA S 241
Other payables and accruals H RS FoB M R E (240)
Satisfied by: LATRBN A KA
Cash He 169
Net cash inflow arising on acquisition: WEEEA 2 IR &M HFEE ¢
Cash consideration paid ENBERE (169)
Cash and cash equivalents acquired BB S MERIRESEE 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.

ELRRAERARIEHAEE &
EBEHEMER - B8 NAKER
HE-_TTNF+-_A=+—HHH
AREEF A2 488,000 7T ©

WRER—_ETAF—A—H%MK -
REFBREEBHEERZTE  MFEA
2 Fi#% B 4937,060,0008 7T © HE
BRHEMHAZ A - WTFREMEAR
LSRR _ZTTNF—A—BERKRE
BERATRS 2 EEBREEES -
WIESTEERARRELE ZTEA -
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Notes to the Financial Statements (Continued)
RE B ERRME(E)
For the year ended 31 December 2010 &% —F—ZFF+ - H=4+—H

32. NOTES TO CONSOLIDATED STATEMENT OF
CASH FLOW (Continued)
(c) Major non-cash transactions
(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$Nil (2009:
HK$6,088,000).

(i)  Included in the addition of property, plant and
equipment was an amount of approximately
HK$15,936,000 (2009: HK$15,117,000) which was
transferred from deposits paid for acquisition of
property, plant and equipment.

@iy  During the year ended 31 December 2009,
prepayments to financial institutions of
approximately HK$648,000 were set off against the
obligations under finance leases.

33. OPERATING LEASE COMMITMENTS
The Group as lessee
At 31 December 2010, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

32.

33.

meEREREBR(E)

(c) FEIBEERSH
0 iﬁq NEBEFRME - HER
RBT AR - R
W 2 BARREHREOBL(Z
TEAE : 6,088,00087T) °

(i) FIARNEWE HEBEREED
£15,936,0008 L (Z T T 1
£ 5 15,117,000567T) » Ty Uk
BYE BRREBEZRSH
A o

iy REBE-—TETAFT+=-_A=+
—ALFEAN - BNRETFS
R 49648,000/8 L E R E
T L EYEIR Y o

REHENERRE

REBEFEREBEA
RoF-FF+-A=+—B - ARERE
ARG ST TSI
RICAERAELT -

2009

—TETNF

HK$'000

FAEIT

Within one year —FR 2,634 3,602
In the second to fifth year, inclusive E_EE_F(BEEEMT) 5,617 6,404
After five years hEHR 43,904 41,318
52,155 51,324

Operating lease payments represent rentals payable by the
Group for certain of its staff quarters, warehouse and leasehold
land for factory. Leases for staff quarters and warehouse are
negotiated, and rentals are fixed, for an average term of 1 to 2
years. Lease for leasehold land are fixed with a term of 40
years.

Annual Report 2010 - ZEB—EEER

&

KERANRIEANEEARETELIRS
EEkIBHEL T HMES - BIEE
RERMBENK @M - e /EEM
HETEHR1ZE2F - HE LB ORE
R)FHAA40%F ©
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Notes to the Financial Statements (Continued)
RE SRR (E)

For the year ended 31 December 2010 &% —F—ZF#+ - H=4+—H

34. CAPITAL COMMITMENTS 34, BEAEE
The Group’s capital commitments in respect of purchase and NiEEETAR  ANEEAREEE REE
construction of property, plant and equipment at the end of the WE - BN ERBREAREFBOT

reporting period are as follows:

2009

—ETNEF

HK$’000

TFET

Contracted but not provided for EEEIEE S 47,793 9,098

35. RELATED PARTY TRANSACTIONS 35. BEALRS
(@ In addition to those related party translations and (@ BB E M T R A B
balances disclosed elsewhere in the financial statements, AT R G REEHIN - FAREE G H
the Group had the following transactions with its related FEATHEITUATRS

parties during the year:

2009
—TTNF
HK$'000
FAEIT
Return of machinery to a related A B8 A AR ST AR A%
company, Chit Shun Machinery BIRARR DO
Limited (note (j)) (H170) 917 -

Purchase of machinery, machinery B ENGIE: R
parts and maintenance cost froma  BRAGIEEHKES -
related company, Chit Shun RS T E 1 RIS
Machinery Limited (note (i) (Bi72a) 3,536 6,766

Deposit paid to a related company,  [AFE QD TIHE M 1

Chit Shun Machinery Limited BRAREZ MRS

(note 18) (Kiz£18) 717 1,255
Note: ez -
()  Mr. Lee has significant influence in the related company. 0  FREHUBEELRBEATES -
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Notes to the Financial Statements (Continued)
ISR s E ()

For the year ended 31 December 2010 B2 —F—ZFF+_-H=+—H

= AN
N

35. RELATED PARTY TRANSACTIONS (Continued)

36.

37.

(b)

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.

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

SUBSEQUENT EVENTS
The following significant event has been taken place subsequent
to 31 December 2010:

(@)

On 21 March 2011, the Company proposed to declare a
final dividend of HKB3.2 cents (2009: HK1.1 cents) per
ordinary share to its shareholders, as further detailed in
note 13 to the financial statements.

The pledged bank deposits had been released after the
end of the reporting period.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the Board of Directors on 21 March 2011.

Annual Report 2010 - ZE—ZHE R

35. BEALRS (&)

36.

37.

(b) EHXZHEBEATIERESEE
BERERGETT - AEEESRA
ZEBER S BB —REEGTR
RNEB A EESBIZFET o

) FA AEEENEEZEEEAEHE
TIRRER & B TS SRR MR 1 242 78 ©

HER®REE

M-ZE—TFE+_A=1+—HEBLEHNEE

HIFFFOT ¢

ENE S LRSS B = e B) 0 AR
BT REBRI2BI(ZZEZTNE :
BRAAB) 2 REAEBARAR S - H
FEIEHN M B RERMIEE1S

L) EBEEBZRITERNFSHETLER
fRRR o

g R ER

FMBBRER_F——F=A=—+ A%
EEQUEA KBTI -
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Financial Summary

B2

Year ended 31 December

BET-A=t-HLEE

2006 2007 2008 2009
—TEX “ETHF ZET)N\F ZETNF
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
RESULTS S
Turnover EE ] 645,588 752,749 685,134 633,832 913,344
Profit before tax B AT A 122,759 67,724 14,527 50,039 73,772
Income tax expense FTis RS (11,339 (10,179) (5,892) (12,239) (17,639)
Profit for the year FHF) 111,420 57,545 8,635 37,800 56,133
Attributable to AT AT EGRER
— Equity holders — AR
of the Company BAEA 109,562 57,492 8,635 37,800 56,133
— Minority interests —DEERIFEA 1,858 53 = - -
111,420 57,545 8,635 37,800 56,133

As at 31 December

R+=—B=+—H

2006 2007 2008 2009

—EERE —ZTTHFE —ZENE —ZTTHE

HK$000 HK$'000 HK$000 HK$'000

TET TIET FET THET

ASSETS AND LIABILITIES BER&E

Total assets BEE 422,109 718,396 710,285 763,214 932,048
Total liabilities BAarrE (203,739) (198,833) (170,645) (207,530) (328,610)
Net assets FEE 218,370 519,563 539,640 555,684 603,438

The results and summary of assets and liabilities for the year 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 that year.
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HE_TZTRFT _A=T—"HILFENEER
BEABEMENIRBEE AR AR _FFTLF A
THMERER

ERAHEEREABTRA

SENEE(BRARRNBENERTEBRE IS
BRARLTRNEERBEZFE—EFHE) °
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