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Chairman'’s
Statement

Lee Yuen Fat 253 2%
Chairman E£J&

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 2011.

Despite the challenging operational environment in 2011, the Group has
managed to achieve a satisfactory growth in business with a robust increase
in its turnover by 30.5% to HK$1,191,698,000 (2010: HK$913,344,000).
The rise in turnover has demonstrated the Group’s success in development
of new lines of business and securing greater gains in market share. The
Group’s profit attributable to owners of the Company has also reached
HK$62,820,000 (2010: HK$56,133,000), representing an increase of 11.9%
over the previous year. In light of our team’s enhancement of operational
efficiencies and stringent production cost controls, the Group’s gross
margin for the year has only declined slightly to 19.4% (2010: 19.7%)
notwithstanding the surge in labour and raw material costs as well as
appreciation of Renminbi.
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Chairman’s Statement (Continued)
FREHEE(E)

During the year under review, magnesium alloy die casting business continues
to be an important growth engine of the Group. As the demand for notebook
computers will remain buoyant in the next few years, the Group will actively
expand its customer base to various internationally renowned brands and
enhancing its production capacity to meet different customers’ needs and
demands as required.

During the previous year, plastic protective cases for smart phones had
brought in a significant amount of business for the Group. The sales of smart
phones and tablet computers are expected to surge persistently. Since the
Group possesses the relevant production technology and ability to make quick
responses to the market, the booming smart phone and tablet computer
markets will provide huge growth potential for the Group. By virtue of its
leading technologies and accurate market positioning, the Group anticipates
that its plastic injection moulding business will become a major turnover and
profit contributor to the Group in the forthcoming future.

The Group's properties situated in the PRC and Hong Kong respectively have
been held for years and their fair market value have not been reflected in
the Group’s financial statements from the outset. As a result, the Group has
appointed an independent professional appraiser at the end of year 2011
to re-value all the land elements of these properties at fair market value so
as to present a better picture of the net asset value of the Group. As at 31
December 2011, the revaluation of such land elements at fair market value
has enhanced the net asset value of the Group by HK7.7 cents per share.

The Group has always committed to generating attractive returns for its
shareholders and maintaining a high dividend payout policy. The Board of
Directors has recommended the payment of a final dividend of HK4.3 cents
(2010: HK3.2 cents) per share for the year ended 31 December 2011. Taking
into account the interim dividend of HK0.66 cents (2010: 1.3 cents) per share
paid in September 2011, the total dividends for the year will be HK4.96 cents
(2010: HK4.5 cents) per share, which represents an increase of approximately
10.2% over the previous year and representing a dividend payout of 70.0%
(2010: 70.6%). 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.

Annual Report 2011 - —ZE——F 41}

REEFR 46 EELBRERAREEY
SHEDS - HEERFERERRAFNE
SRR LA AREBERERARESERE
SARE SR ¥ AGREERAELED
BETRABESHES -

FRE—F  BHETHREBREIZ/AEES
KAIBMEBHER - BHREETFRIPIRERZ
HERSHERE L7 - ARASEEAEED
ELERMMREORTIS 28D - BoEFH
RFREMM S ZEDERBAAEERHEER
ZIBREN BREEBAMRRERZTIEE
7 REBERFER TR EBR AR KSR
SE—AX22EXRRANEEE -

AEEFADIUNPEREEZNESZF - 11t
FEWHE 2 NFTIHE-BART R RPN AR EE
ZHBRERA - Bt - ARER T ——FKRZ
ET B EXFEMAMBLENEZ L1
BPARFHIGEEETEESRL - FEADBM
ERAEEZEEFE R -_T——F+_-A8
=t—B  WHELHADARFTISEERTE
BEEMHER - AAKEIRNSREEFET. 7AW -

REE-—BAGRARRERARS HzEE - I
HHEREZBRERE BESCRFREHEC
E——FE+-A=+—RALEEERAIBU(=
T—TF 328 2 RERE - EBRKRZZF
——FNABIRE ZF AR EEAR0.66/EIL(=F
—ZF 138 2FREBHAEERL06E
W(ZZF—FF : 4580) - WMEFIEMI0.2% -
IKELLEARETO0%(ZE—FF : 70.6%) - A%
ERRAREESRIFFEREEENBEE I UBE
BRA - EREZESREEES °



Chairman’s Statement (Continued)
FREHEE(E)

The Group has been striving to promote its own strength and explore the
international market regime. Based on our 30 years’ plus experience in
original equipment manufacturing (“OEM") business, the Group has taken a
forward step to develop original design manufacturing (“ODM") and original
brand manufacturing (“OBM") business. By establishing its own brand, the
Group can enhance its business horizon to a higher level with an aim to
develop a new line of business and strengthen its profitability. The Group will
also put more emphasis on research and development for new technology
and innovative designs, with a focus on high value-added products to
strengthen its ODM and OBM business development. Last year, the Group
had incorporated a wholly-owned subsidiary in the United States of America
to embark on the development of its own sales channels in North America.

With the different business segments successfully establishing a vast and
sound clientele base, the Group will continue its efforts in further improving
the long-term business relationship with its clients in order to increase its
market share. The Group’s future business strategy is to engage new and
high technology as well as innovative designs to gradually upgrade its OEM
business to ODM business for higher value adding. At the same time, it
will also provide a major support to the development of the Group’s OBM
business. This will enhance the Group’s image and status as an innovative
high-tech enterprise and achieving greater profits.

Finally, 1 would like to express my sincere gratitude to our shareholders,
customers, bankers and suppliers for their continuing support; our fellow
board members for their proactive direction; and our management and
employees for their dedicated contribution towards the continual progress of
the Group.

Lee Yuen Fat
Chairman

Hong Kong, 27 March 2012
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEE R wm &

(A)

FINANCIAL REVIEW

The Group has displayed strong resilience amidst the global economic
downturn during the year of 2011 and managed to grow its turnover
by 30.5% to HK$1,191,698,000 (2010: HK$913,344,000) mainly due
to the robust growth in sales of notebook computer casings made
in magnesium alloy as well as plastic injection moulding products.
Meanwhile, gross profit grew by 28.5% to HK$230,808,000 (2010:
HK$179,622,000) as compared with that of last year and profit
attributable to owners of the Company also recorded a 11.9%
increase to HK$62,820,000 (2010: HK$56,133,000). Despite the
surge in price of raw materials and labour costs together with the
appreciation of Renminbi, the Group’s gross margin for the year had
only declined slightly to 19.4% (2010: 19.7%) as compared with
that of last year primarily through passing on partial cost increases
to customers, enhanced manufacturing efficiency and economies of
scale in production.

Selling and distribution expenses had increased by 30.1% to
HK$17,996,000 (2010: HK$13,831,000) when compared with that
of last year. This was mainly attributable to increased spending on
marketing and promotional activities for new products and new
business lines as well as a rise in distribution costs which was primarily
caused by the corresponding increase in turnover.

General and administrative expenses for the year was
HK$125,114,000 (2010: HK$102,212,000), representing an increase
of 22.4% over that of last year. In order to develop new lines of
business and lower its manufacturing costs in the long run, the Group
had increased its research and development expenditures on new
products and production technologies during the year under review.
In addition, there was also an increase in the number of management
personnel as well as related staff costs so as to support the rapid
growth of the Group’s new lines of business.
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Management Discussion and Analysis (Continued)

BIEE st L oM (&)

(B)

BUSINESS REVIEW

Zinc alloy die casting business

During the year, the turnover of zinc alloy die casting business
recorded a slight decrease of 1.8% to HK$349,859,000 (2010:
HK$356,098,000). This slight decline was mainly caused by a
slowdown of orders from a key customer following the occurrence
of the earthquake in Japan which took place in March 2011. Given
that, this business segment still remained as a key constituent of the
Group's revenue as it accounted for approximately 29.4% (2010:
39.0%) of the Group's overall turnover.

Magnesium alloy die casting business

Benefitting from the strong demand in magnesium alloy’s
notebook computer components, the Group’s magnesium alloy
die casting business had posted a substantial growth of sales in
2011 with turnover increased by 73.1% to HK$286,873,000 (2010:
HK$165,752,000) when compared with that of last year. The
contribution of this business segment to the Group’s turnover also
increased from last year's 18.1% to 24.1%. Other than notebook
computer components, the application of magnesium alloy can
also be extended to telecommunication and consumer electronics
products. In view of the persisting growth of market demand in 3C
(communication, computer and consumer electronics) products which
would create ample growth opportunities for the Group, it is expected
that this business segment will continue to grow remarkably in the
forthcoming future.

Aluminium alloy die casting business

The turnover of this business segment had delivered a satisfactory
growth of 28.8% to HK$253,035,000 (2010: HK$196,453,000) for
the year under review and accounted for 21.2% (2010: 21.5%) of the
Group’s turnover. Resulting from aluminium alloy die casting products
being accounted for a substantial proportion of the total die casting
output, it is expected that there will be ample room for the Group to
grow in this business segment.
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Management Discussion and Analysis (Continued)

B E T Lo (&)

@

Plastic injection moulding business

Following the global trend of using smart phones widely, the Group's
plastic injection moulding business continued to perform well and
maintained a rapid growth during the year of 2011. Turnover of this
business segment rose remarkably by 54.8% to HK$301,931,000
(2010: HK$195,041,000) when compared with that of last year,
representing approximately 25.3% (2010: 21.4%) of the Group's
turnover. In view of the rising demand for protective cases driven by
a fast growing smart phone market, it is expected that this business
segment will still be one of the major growth drivers for the Group in
the forthcoming future.

HONOURS ATTAINED

As a result of its strong research and development capabilities and
efforts, one of the Group’s wholly-owned subsidiary in Guangdong
Province, MG Technology (Shenzhen) Company Limited, was
recoginesd by the Chinese Government as a “National High and New
Technology Enterprise” in February 2011. This honour not merely
recognizes the Group's devotion in research and development of new
products and production technologies; but also allows this Group's
subsidiary to enjoy a preferential tax rate of 15% commencing from
January 2011 for three consecutive years.

Wing Yu (Far East) Industries Company Limited, the Group’s wholly-
owned subsidiary engaging in surface finishing treatment, was
awarded with the Hong Kong Awards for Industries — Productivity and
Quality Award in June 2011. This has demonstrated that the Group’s
superior quality standards and devotion to continuous technological
improvement have been well recognized by our customers and the
public.
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Management Discussion and Analysis (Continued)

EIRE AT oM ()

(D)

In January 2012, the Group was awarded The Outstanding Corporate
Social Responsibility Award being first time organized by The Hong
Kong Mirror Post, a monthly magazine focusing on current affairs
commentary and economics. This fully recognizes the Group’s effort
in promoting corporate social responsibility.

NERFN/ I TVZHF |

PROSPECTS

In the year of 2012, it is expected that the global economy will still be
on a slow and rocky road to recovery. The US economy remains weak
while the European debt crisis is deepening. Continuing appreciation
of Renminbi and surge in labour costs will also exert pressure on the
profit margins of manufacturing industries. The Group will continue
to implement strict cost control measures to preserve margins and
sustain sales growth.

Plastic injection moulding business continues to have an increasingly
important role to play in the Group’s overall business development.
Global shipment of smart phones and tablet notebook computers are
expected to increase at a fast pace and they have become not only
basic necessities but fashionable products in our daily lives. Therefore,
consumers also pay more attention to the design of these products’
protective cases and the market demand for personalized casings with
stylish and colourful designs will keep on growing. The Group will put
much greater efforts in the research and development of innovative
product designs, new materials and production technologies in order
to expand its new lines of business as well as to equip itself to meet
the enormous market demand.
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Management Discussion and Analysis (Continued)

B E T Lo (&)

It is expected that the replacement demand for business notebook
computers driven by the launch of new computer operating systems
will continue to rise since users are more willing to invest in its
powerful functions, thus helping its sales increase to outpace that
of conventional notebook computers. As ultra thin and slim design
becomes the development trend of new generation notebook
computers, the demand for magnesium alloy die casting casings
will increase substantially. However, the intense competition
of this business sector would require manufacturers to possess
quick responses to the market and introduction of new and high
technology continuously to meet new needs from the market. As a
result, some manufactures have begun to exit from the notebook
computer casings’ industry. Given its high efficient production
management, research and development ability on new and high
technology, superior product quality and the confidence gained from
its customers, the Group will capitalize on its existing competitive
advantages and enlarge its market share and profitability.

Customers are placing more emphasis on brands and a well-received
brand is an identity that goes beyond recognition. Based on its 30
years' plus experience in original equipment manufacturing (“OEM")
business, the Group has taken a step forward to develop original
design manufacturing (“ODM") and original brand manufacturing
("OBM") business with an aim to increase its turnover and
profitability. Building its own branding has become a long term
business strategy of the Group in order to develop a new profit
contributor and maximizes its return for shareholders.

The Group had established a marketing office in the United States of
America in March 2011 to focus on the marketing of energy saving
lighting products including light emitting plasma (“LEP") lighting
products and expand its sales network in the North America. As there
is an increasing demand for energy conservation and environmental
protection, every nation has put more and more emphasis on energy
saving products. “Energy-saving and carbon reduction” is also a
core topic in the PRC’s Twelve Five-Year Plan and therefore, there
will be huge business opportunities for the development of energy
saving products. Leveraging its advantages on magnesium alloy die
casting, the Group will continue the research and development on
using magnesium alloy to manufacture LEP lighting products in order
to achieve higher efficiency on environmental protection and energy
saving.
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Management Discussion and Analysis (Continued)

ERETHE

(E)

DT (88)

The Group is also active in pursuit of potential strategic partnerships
as well as merger and acquisition opportunities so as to create added-
value to its existing business by synergy effects.

The Group’s strategy of continuous innovation of product design,
increasing market share, diversifying geographically and maintaining
operational excellence has seen fruitful results gradually. The Group’s
future business strategy is to engage new and high technology as well
as innovative designs to gradually upgrade its OEM business to ODM
business for higher value adding. At the same time, it will also provide
a major support to the development of the Group’s OBM business.
This will enhance the Group’s image and status as an innovative high-
tech enterprise towards the goal of a long term business growth.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2011, the Group had pledged bank deposits,
restricted bank balances as well as bank and cash balances of
approximately HK$179,433,000 (2010: HK$124,764,000), most of
which were either denominated in US dollars, Renminbi or Hong Kong
dollars.

Total interest-bearing borrowings of the Group as at 31 December
2011 were approximately HK$269,190,000 (2010: HK$136,804,000),
comprising bank loans and overdrafts of approximately
HK$256,796,000 (2010: HK$124,851,000) and obligations
under finance leases of approximately HK$12,394,000 (2010:
HK$11,953,000). All of these borrowings were either denominated in
US dollars, Renminbi or Hong Kong dollars to which the interest rates
applied were primarily subject to floating interest rate.

As at 31 December 2011, the net gearing ratio (a ratio of the sum
of total bank borrowings and obligations under finance leases less
pledged bank deposits, restricted bank balances as well as bank
and cash balances then divided by total equity) of the Group was
approximately 12.4% (2010: 2.0%).
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Management Discussion and Analysis (Continued)

B E T Lo (&)

(F)

(G)

(H)

As at 31 December 2011, the net current assets of the Group were
approximately HK$195,428,000 (2010: HK$161,072,000), which
consisted of current assets of approximately HK$676,071,000
(2010: HK$487,294,000) and current liabilities of approximately
HK$480,643,000 (2010: HK$326,222,000), representing a current
ratio of approximately 1.4 (2010: 1.5).

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.
In order to mitigate the risks due to fluctuation of foreign currency
exchange rates, the Group had entered into foreign currency forward
contracts to manage its foreign currency exposure during the year
under review.

CONTINGENT LIABILITIES

As at 31 December 2011, the Group had no material contingent
liabilities.

CHARGE ON ASSETS

As at 31 December 2011, the Group’s banking facilities were secured
by guarantees given by the following assets: (a) lessors’ title to the
leased assets under finance leases; and (b) a property situated in Hong
Kong owned by the Group.
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Management Discussion and Analysis (Continued)
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HUMAN RESOURCES

As at 31 December 2011, the Group had approximately 4,800 full-
time employees (2010: 4,700). 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
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EXECUTIVE DIRECTORS

Mr. Lee Yuen Fat, aged 56, 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 and Hong Kong Federation of Innovative Technology
and Manufacturing Industries (formerly known as Federation of Hong Kong
Machinery and Metal Industries) in 2008 and 2011 respectively. Mr. Lee is
also the 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
Chairman of Pinghu Chamber of Commerce, Shenzhen and the Vice
President of Longgang District General Chamber of Commerce, Shenzhen,
the PRC. Mr. Lee is currently a member of Hunan Provincial Committee of the
Chinese People’s Political Consultative Conference, a member of the Fourth
Longgang District Committee of the Chinese People’s Political Consultative
Conference, Shenzhen, 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 60, 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)

EENSREBEAEE)

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, the President of Guangdong-
Hong Kong Association for the Promotion of Technology Enterprise (Hong
Kong) Limited, a committee member of the Hong Kong Q Mark Council of
the Federation of Hong Kong Industries, Vice President 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 50, 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 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 51, 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)
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Sun Kai Lit Cliff gss, », aged 58, was appointed as an Independent Non-
executive Director of the Company on 2 June 2007. He is the chairman of
the remuneration committee as well as the nomination committee of the
Company. Mr. Sun is an associate of the Institute of Industrial Engineers
of Ohio and has over 30 years of experience in the household products
manufacturing industry. Mr. Sun was appointed the Justice of the Peace in
July 2003 and was awarded the Bronze Bauhinia Star by the Hong Kong
Government in July 2006. He is a member of the 10th Zhejiang Committee
of Chinese People’s Political Consultative Conference and a member of the
Standing Committee of the 13th Ningbo Committee of Chinese People’s
Political Consultative Conference. He is currently the Honorary President 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 gss, mn, p, aged 59, 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
20009.

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, Visiting Professor of the
Vocational Training Council and Guest Professor of the University of Electronic
Science and Technology Zhongshan College.

Mr. Yeow Hoe Ann John, aged 71, 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.
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Directors and Senior Management (Continued)
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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 47, 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 39, 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 55, 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.

Mr. Tsang Hing Ying, Simon, aged 59, joined the Group in 2011 and is
the director of Group Administration and Human Resources. He is primarily
responsible for overseeing the strategic human resources planning and
execution. Mr. Tsang holds a bachelor degree in business administration from
the Chinese University of Hong Kong. Prior to joining the Group, he worked
as a director in a human capital consulting company and has over 30 years’
experience in human resources management.
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Mr. Chick Lim Ming, Peter, aged 60, joined the Group in 2011 and is the
director of research and development of the Group. He is primarily responsible
for overseeing the new product development activities of the Group,
including original equipment manufacturing (“OEM") and original design
manufacturing (“ODM"). Mr. Chick holds a bachelor degree in engineering
from the University of Hong Kong and has more than 35 years’ experience in
design engineering engaging in the consumer electronics industry.
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DIRECTORS' REPORT
EFEWRS

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 2011.

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 HK4.3 cents per share to the shareholders
whose names appear on the register of members of the Company on 22 May
2012.

The register of members of the Company will be closed from Wednesday,
9 May 2012 to Friday, 11 May 2012, both days inclusive, during which no
transfer of shares will be registered. In order to be eligible to attend and vote
at the forthcoming annual general meeting of the Company, 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 Tuesday, 8 May 2012.

The register of members will be closed from Friday, 18 May 2012 to Tuesday,
22 May 2012, 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 Thursday, 17 May 2012.

RESERVES

Movements in reserves during the year are set out in the consolidated
statement of changes in equity on page 43.
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Director’s Report (Continued)
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As at 31 December 2011, the Company’s reserve available for distribution
amounted to approximately HK$263,132,000 (2010: 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 22.01%
— five largest customers combined 75.39%
Purchases
— the largest supplier 17.48%
— five largest suppliers combined 37.52%

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 2011 and assets and liabilities of the Group as at 31 December
2007, 2008, 2009, 2010 and 2011 are set out on page 120.

SHARE CAPITAL

Details of the movements in share capital of the Company during the year are
shown in note 30 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.
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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 e

Ir Dr. Lo Wai Kwok ggs, mn, 1

Mr. Yeow Hoe Ann John

Mr. Andrew Look

The biographical details of the directors are set out on pages 15 to 18 of this
annual report.

In accordance with the Company’s Articles of Association, Mr. Lee Yuen Fat,
Dr. Lo Wai Kwok ggs, wi, » and Mr. Andrew Look will retire at the forthcoming
annual general meeting and, being eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the section headed “Continuing Connected
Transactions” set out on pages 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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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 2011, 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 “SFO"))
which were required to be notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8
of Part XV of 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
EEnE 8

Executive Directors

HITES
Mr. Lee Yuen Fat (“Mr. Lee”) Interest in controlled company®
FRERA ([FxED ZAEHIA AR

Beneficial owner

BEEHEBA

Beneficial owner
BEmn#EAA

Dr. Keung Wing Ching
ZEKIEEL

Beneficial owner

BEEHEBAA

Mr. Wong Wing Chuen

Beneficial owner
BEmn#EAA

Mr. Chan Tat Cheong, Alan
BRES L

Independent Non-Executive Directors

BAFHITES
Mr. Andrew Look Beneficial owner
FER ST A& Emn#EAA
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RtrzRE

Approximate
percentage of interest

Number of
Shares in the Company
IEA D B RS

Rt 2 E BMABEDL

607,200,000 68.37%
780,000@ 0.09%
20,842,000 2.35%
18,480,000 2.08%
570,000 0.06%
7,147,000 0.80%
7,000,000 0.79%
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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

share option scheme, details of which are described in the section headed
“Share Option Scheme” in this report set out on page 27 to 30.

Save as disclosed above, as at 31 December 2011, 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 2011
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.
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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 2011, 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
BEmEBA
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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SHARE OPTION SCHEME BT E

1. Pre-IPO Share Option Scheme 1. BRABBERBRESTE
On 1 June 2007, an aggregate of 59 pre-IPO share options of RZZEZTLFA—B  6H9NEH
22,000,000 shares were granted to selected persons as incentives or 22,000,000/ %10 2 B X A F B E AT EE A%
rewards for their contribution to the Group. Details of the options BERTETAL  (EAREHAEERHR
granted under the pre-IPO share option scheme during the year were as EH B2 A EEE - RERN - IRIEE
follows: RAFREERERE IR 2 Bk

BT

Number of shares options

fEREHE

Lapsed/
Exercise Exercised Cancelled  Outstanding

Category of DEY(N Price Exercise As at during during as at
Grantee/Name grant (HKS$) Period 01/01/2011  theyear  the year 31/12/2011

EARA THEfE R-B——% RER RER
BRI %A R A (B7) —A—H T KM/ e RATHE

Executive Directors

HITES

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

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

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

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

Others

Hith

Employees 01/06/2007 0.81  27/06/2008- 13,222,000 - 13,222,000 =
{=3=] 26/06/2011

Total &% 17,182,000 - 17,182,000 =

@ Ka Shui International Holdings Limited - Z23x BIBR =A% AR A &
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All grantees of the pre-IPO share options may only exercise the pre-
IPO share options granted to them as follows:

Period

A

From 27 June 2007 (the “Listing Date”) to the date immediately

before the first anniversary (the “First Anniversary”) of the Listing Date

—ETEFERAHER( LR NDE LT RYE R —BFEA
(T—A%FgR 18 —H

From the First Anniversary to the date immediately before the
second anniversary (the “Second Anniversary”) of the Listing Date
—BAEERZELMBBERRNAFER ((MAFERDMAT—H

From the Second Anniversary to the date immediately before the
third anniversary (the “Third Anniversary”) of the Listing Date
WAFERE EMBEHRR=AFER(=AFER DN —A

From the Third Anniversary to the date immediately before the
fourth anniversary of the Listing Date
—AEEAZE T ARHRMNASE BT —H

All the outstanding pre-IPO share options were lapsed on 27 June
2011.

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

Share Option Scheme

A share option scheme (the “Share Option Scheme"”) was adopted
pursuant to the written resolutions passed by the shareholders of the
Company on 2 June 2007. The purpose of the Share Option Scheme
is to provide incentives and rewards to selected eligible persons for
their contributions to the Group. The Share Option Scheme will
remain valid until 1 June 2017 and each option will be granted at a
consideration for HK$10.
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Maximum aggregate
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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 67,898,000 shares,
representing approximately 7.6% of the issued share capital of the
Company as at the date of this annual report.

The period within which the options must be exercised will be
specified by the Board at the time of the offer of grant, and must
expire no later than 10 years from the effective date of the Share
Option Scheme. There is no general requirement on the minimum
period for which an option must be held or the performance targets
which must be achieved before an option can be exercised under the
terms of the Share Option Scheme.
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The subscription price for any share under the Share Option Scheme
will be a price determined by the Board and will be not less than the

highest of:

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

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

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

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

Category of
Grantee/Name

EBA
VTR

Date of
grant

R AM

Executive Directors

Exercise
Price

(HKS)

|
(B7)

Exercise
Period

(i

As at
01/01/2011

R-B——%
-A-H

BREABETRONREERRESS
RE - EZEBERTIBERRATHRSE ¢

(i) BREEHBRERB(AREER)
BT E BRERYIRMD YT
B

(i) EERBROBABBEERPLER
E RS HRERMTIIRDF
BHE Rk

(i)  WHABRMHZAEAME -

RZEZENF=A+=H  A2FREE
& ¥R &I M AN BlfE 8 % 1120,102,00017
BAHE - TEEASR04SHET - BA
FER - RNRPERE 2 ZBBMmT

Number of shares options

EIRERE

[ET
Granted Exercised Cancelled  Outstanding
during during during as at
theyear theyear theyear 31/12/2011

RER  RER  RER
B T &%/

HiTESE

Mr. Lee 13/03/2008 0.415  13/03/2009- 780,000 = = = 780,000

A 12/03/2018

Dr. Keung Wing Ching 13/03/2008 0.415  13/03/2009- 174,000 - 174,000 = =

ZXKIEEL 12/03/2018

Mr. Wong Wing Chuen 13/03/2008 0.415  13/03/2009- 570,000 = = = 570,000

BKBRRAE 12/03/2018

Mr. Chan Tat Cheong, Alan  13/03/2008 0415 13/03/2009- 118,000 - 118,000 = =

BREERAE 12/03/2018

Others

Hity

Employees 13/03/2008 0.415  13/03/2009- 9,600,000 - 5,184,000 176,000 4,240,000

E8 12/03/2018

Total £ 11,242,000 - 5476000 176,000 5,590,000
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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.
3. The fair values of options granted and the respective accounting policy

adopted are set out in note 32 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 2011.

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. Lee) sits on the board of a wholly-owned subsidiary of
Chit Shun established in the PRC. Since Mr. Lee is a director and controlling
shareholder of Chit Shun, Chit Shun is a connected person of the Company (as
defined in the Listing Rules). Accordingly, the transactions between the Group
and Chit Shun constitute continuing connected transactions (the “Chit Shun
Transactions”) of the Group. 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 2011, Chit Shun Transactions totalled
approximately HK$5,544,000 (2010: HK$3,336,000).
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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. in the 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 119 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 37 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, 27 March 2012
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CORPORATE GOVERNANCE REPORT

s s S E
PEEIRMRE

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 2011, 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 15 to 18 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.
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Corporate Governance Report (Continued)
PEERREE)

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 ggs, p, Ir Dr. Lo Wai Kwok gss, wi, » 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 2011, 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 Cliff ggs s, Ir Dr. Lo Wai Kwok ggs,
i, p, Mr. Yeow Hoe Ann John, Mr. Andrew Look and Dr. Keung Wing Ching.
Mr. Sun Kai Lit Cliff ggs 1 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 g, s, Ir Dr. Lo Wai
Kwok ggs, v, », 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 ggs,p, an independent non-executive director.

During 2011, the Remuneration Committee held one meeting and approved
the remuneration adjustment of executive directors of the Company.
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Corporate Governance Report (Continued)
EERME(E)

ATTENDANCE OF MEETINGS HESR
A summary of attendance of Board and Committee meetings in 2011 are  FREIN T —FEHGNEZEEeH2H
detailed in the following table: EERME

Audit Nomination Remuneration
Board Committee Committee Committee

meeting meeting meeting meeting

Exgel BEREESESR REZEEE; FHESSSE

Executive Directors

HITES

Mr. Lee Yuen Fat 4/4 - - -
FIREEE

Dr. Keung Wing Ching 4/4 - 7 17
ZoKIEE T

Mr. Wong Wing Chuen 3/4 - - -
Mr. Chan Tat Cheong, Alan 4/4 - - -
BRESE L

Independent Non-Executive Directors

FHITES

Mr. Sun Kai Lit, Cliff gss, e 4/4 2/2 71 11
TRRREN e s it

Ir Dr. Lo Wai Kwok ggs, mH, s 4/4 2/2 11 11
EEBE Tos v cwms

Mr. Yeow Hoe Ann, John 4/4 2/2 11 11
Az A4

Mr. Andrew Look 4/4 2/2 7 11
BEER SE 4

MODEL CODE FOR SECURITIES TRANSACTIONS BY EEETHESFRZHNEESA
DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 of the ~ ZNA B2 H_E R BT 8%+ Frdl 2 (R 2ESF A -
Listing Rules. Having made specific enquiry of all directors, all directors have  #EMEEERIEL ARERERR  BERNFA
confirmed that they have fully complied with the required standard set out in ~ —EH 2 EE~FIR%ESFBIFTHEIR E 2R o

the Model Code during the year.
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Corporate Governance Report (Continued)
EERME(E)

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 2011.
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:

EERMBBRRAEARBZERE

EERRAHEUREARRBE-_T—F+_A
=+ —HIEFEMBREZEE - ARF ZHNE
ZEMBEEAEENBRER PRI EMEL
2R HRFE36RFITE B L IZEARE
ﬁqo

R ERERIE
EXerRARARARERENAMNAEIE
EEG  MRBARBEERKRR 2IKE - B
SEE—ABEZELT - EBE AR e
i BRECEYNRBANAERBTE - &
BRI DI B RN - ZAPFIFIRE Z SR
READARZEZZBEEMN - URERBRELE
Wz NHBERRREETHE

ZEE 2B E
REE FHBETEEXRIERZRIEHIZ A
e T

2011 2010

—E——fF —E—FF

HK$°000 HK$'000

FHET FET

Statutory audit SEEEZ 1,020 930

Non-audit services EEZRG O 250 215

Total HE 1,270 1,145

Note: Hiat -

1. Non-audit services mainly include interim review and tax advisory service. 1. FERRGEZBET BN RHBEARS -
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INDEPENDENT AUDITOR'S REPORT
B AL BEN RS

RSM Nelson Wheeler

PRI EE (FB) G MERM

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 119, which comprise the
consolidated and Company statements of financial position as at 31 December
2011, 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

Our 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 about whether the
consolidated financial statements are free from material misstatement.

BERBEZERERATF
2ERR
(RESHSEMATAERAA])

AR (A TR M) B BERIIENFE38E

FNIENRHKBEBRERERAR(EAR ) RE
MEAR (G ERE DEEMBHRE - EPE
BR-_E—F+_A=+—HoKEeaRk &R

AFBIRRE  BEZBILFENGAEREK
HAEEZERAER RAEREPRLEARER
EXRURTESHBERMEREMABEREER -

EERGEMBERRARENSE
BERREFAARRBEEES M ASRMEAE
BUBEHEERD (BB RRIEHNEERE - &
HEABERAFMI|RAFHEAVBERE - URE
ERRNEERAMBHERNE S TN FERRFL
SEER M G B EA SRR IR AL 1 75 22 9 A BB A% I

BEENEE
BANEEERERMNBZER @ AZEHE
MBEHRERER  LERZBBRIRRE - Rt
24N RIRE DA BIERMAE - AT ERA
BEARAETMEMALTE ESFAEERMEE -
BHPMERBEEEGTMASHEMO(E BT E
ADETTEZ - ZFEANZKEIETERRLL -
Wit B RATERZ - NAEBEZFRAMBER
REBTNFEEMEASERRAL -
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Independent Auditor’s Report (Continued)
B ZEE RS ()

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated 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
2011, 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

27 March 2012
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CONSOLIDATED INCOME STATEMENT

M A S 22
AraEmaR
For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

2011 2010
—E——F —T-TF
HK$’000 HK$°000
FET FAET
Turnover = 2] 6 1,191,698 913,344
Cost of sales $HER A (960,890) (733,722)
Gross profit EF 230,808 179,622
Other income E U A 7 2,463 12,332
Selling and distribution expenses HERDHERAX (17,996) (13,831)
General and administrative expenses —MRITBRAX (125,114) (102,212)
Other operating expenses Hih & B (3,217) =
Profit from operations RERT 86,944 75,911
Finance costs BB AR 9 (4,644) (2,139)
Profit before tax FRBE AT R 82,300 73,772
Income tax expense Frisiif sz 10 (19,480) (17,639)
Profit for the year attributable RN TIERIEE AEWN
to owners of the Company FRER 11 62,820 56,133
HK Cents HK Cents
Earnings per share BREF 14
Basic HAK 7.09 6.37
Diluted 3 7.05 6.30
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

/\\/T\ =) 73\@”&

For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

2011 2010
. S —E—TH&
HK$'000 HK$°000
FET FAET
Profit for the year FEREF 62,820 56,133
Other comprehensive income: Htt 2w -
Exchange differences on translating foreign BREGINEREEZIER Z58
operations 21,407 10,809
Surplus on revaluation of leasehold land HELHEEEGH A% 85,623 -
Income tax relating to components of other BHEMEEUEAR M 2 TSR
comprehensive income (16,878) -
Other comprehensive income for the year, FAKRTEEMEERS
net of tax 90,152 10,809
Total comprehensive income for the year AAFERFEAELEFR
attributable to owners of the Company 2HEWNELEEE 152,972 66,942
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR TS IAILER

At 31 December 2011 R =—ZF——F+—-H=+—H
2011 2010
—E——F —E-TF
HK$’000 HK$°000
FET FEr
Non-current assets FEREEE
Property, plant and equipment ME - W N ERE 15 547,081 436,939
Club membership ERTEE 718 718
Available-for-sale financial assets AHHECREE 17 - =
Deposits paid for acquisition of property, TENIBEYE - ek
plant and equipment R EE 18 5,800 7,097
553,599 444,754
Current assets REEE
Inventories FE 19 197,282 182,757
Trade receivables B S EWEIE 20 272,152 154,333
Prepayments, deposits and other BRI -~ R RHEMW
receivables fEU FR 18 27,204 17,148
Financial assets at fair value through profit BAFER ABERS
or loss SREE 21 - 8,292
Pledged bank deposits EHEPIRITIFRK 22 12,285 2,232
Restricted bank balance ARHIRITER 22 2,457 -
Bank and cash balances RITRIR S S 22 164,691 122,532
676,071 487,294
Current liabilities REBAEE
Trade payables Z ZENFIE 23 153,635 126,229
Deposits received [mEeirsn 3,540 3,702
Other payables and accruals HAb e RIE R EETE A 50,170 48,416
Due to a related company JERTRAE A B FIE 24 723 1,456
Financial liabilities at fair value through EAHERFAERERN SR
profit or loss afE 21 605 -
Bank borrowings HRITIEF 25 256,796 124,851
Current portion of obligations under BYE R4 ESEH ENERER
finance leases 26 7,089 11,953
Current tax liabilities BNEATRIE B fE 8,085 9,615
480,643 326,222
Net current assets RBEEFE 195,428 161,072
Total assets less current liabilities EELZEBERTBAER 749,027 605,826
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Consolidated Statement of Financial Position (Continued)

raMBIRAR(E)

At 31 December 2011 R=F——F+=-H=+—H

2011 2010
— T
HK$°000 HK$'000
FAET FET
Non-current liabilities FREBERE
Obligations under finance leases R E A R 26 5,305 -
Deferred tax liabilities RiEFIBEE 28 19,266 2,388
24,571 2,388
NET ASSETS EERE 724,456 603,438
Capital and reserves BEXR#E
Share capital [N 30 88,811 88,263
Reserves i 37 635,645 515,175
TOTAL EQUITY RSB 724,456 603,438
Approved by the Board of Directors on 27 March 2012 BEeN - T-——F=F -+t Atk
Lee Yuen Fat Keung Wing Ching
TR FKIE
Director Director
EE EE
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STATEMENT OF FINANCIAL POSITION
B RO

At 31 December 2011 R=F——F+=-H=4+—H

2011 2010
—E——F —T-TF
HK$’000 HK$°000
FET FAET

Non-current assets FEREEE
Investments in subsidiaries RIBARIMRE 16 21,590 10,000

Current assets REBEE
Prepayments, deposits and other receivables — JBFUE - & & M EH b fEUREIE 264 284
Due from a subsidiary FEUCHT B A RIFRIE 16 392,904 337,657
Bank and cash balances HRIT RIS EERR 22 261 387
393,429 338,328
Current liabilities REBEE

Other payables and accruals o fE AT RUIE N FERT B A 10 6
Financial guarantee contracts liabilities MEERAHNEE 29 7,839 -
Due to subsidiaries FERTHIB A BI5RIE 16 54,610 46,379
62,459 46,385
Net current assets REEERE 330,970 291,943
NET ASSETS BEEFE 352,560 301,943

Capital and reserves BERXR#E
Share capital R 30 88,811 88,263
Reserves E 31 263,749 213,680
TOTAL EQUITY SRR 352,560 301,943

Approved by the Board of Directors on 27 March 2012 EEeN T —_F=A-++AH#E
Lee Yuen Fat Keung Wing Ching
TEE FKIE
Director Director
EE EZE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
/\VT\ T_"_ /\ /\ e Eb %

For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

Attributable to owners of the Company

ARRRLEAAEGRE

Share
capital
Bx
HK$'000

Share
premium
RBEE
HK$:000

g —

Retained
earnings

REEN
HK$:000

Capital
reserve

BAfE

Foreign

currency

Merger  translation
reserve reserve
aftfRE  EXGE
HK$'000  HK$'000

Share

option
reserve

RREGS
HK$ 000

Statutory
reserve
EERTE
HK$'000

Revaluation
reserve

Bfiffe
HK$ 000

i —

Total
equity
ERaE

At 1 January 2010 RZE-TE-A-H 88,000 193,589 228562 8,036 (9.931) 21410 13,352 7,666 - 555,684
Total comprehensive income FRRENE

for the year - - 56,133 - - 10,809 - - - 66,942
Issuie of shares upon the exercise of  EATEEREMEST

share options pdi ) 263 828 - - - - - - - 1,091
Forfeiture of share options B R - - 211 = S = 2111 = = =
Exercise of share options filiod v - 334 - = = S (334) = = S
Recognition of share-based BEANRELE 2 508

payments = = = = = = 872 = = 872
Dividends paid ERRE = - @50 = = = = = - @s)
Changes in equity for theyear ~ ERiEREE) 263 1,162 37,093 - - 10,809 (1573) - - 47754
At 31 December 2010 and R=Z-FF

1 January 2011 TZA=t-Bk

—T—4-f-H 88,263 199,751 265,655 8,036 (9.931) 32,219 1,779 7,666 - 603,438

Total comprehensive income EnzEkE

for the year - - 62,820 - - 21,407 - - 68,745 152,972
Isstie of shares upon the exercise of  FATEEREMEST

share options 2R3 548 1,725 - - - - - - - 2,213
Forfeiture of share options B2 R - - 10,605 - - - (10,605) - - -
Exercise of share options iz Bk - 584 - - - - (584) - - -
Recognition of share-based BANREEE 2508

payments - - - - - - 21 - - 27
Dividends paid BRRE - - (342549) - - - - - - (34259)
Changes in equity for the year ~ FRiERES 548 2,309 39171 - - 2407 (11,162) - 68,745 121,018
At 31 December 2011 RZB——%+2A

=t-H 88,811 202,060 304,826 8,036 (9,931) 53,626 617 7,666 68,745 724,456
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CONSOLIDATED STATEMENT OF CASH FLOWS
RAaRlemER

For the year ended 31 December 2011 2 —F——F+_-_A=+—H

2011 2010
—B——fF —E-TF

HK$’000 HK$°000
FHT FHT

NET CASH GENERATED FROM OPERATING &% ¥i&Fr15H & F5
ACTIVITIES 33(a) 10,308 92,198

CASH FLOWS FROM INVESTING ACTIVITIES BREEFEH2HEESRE

Increase in pledged bank deposits BEEARITIFRIE N (10,053) )
Interest received B E 1,120 569
Proceeds from disposals of property, HEME -

plant and equipment 2SR 399 1,878
Purchase of property, plant and equipment BEME  WBENE (59,528) (64,142)
Deposit paid for the acquisition of property, TERTE - R

plant and equipment HEZIEE (3,794) (4,358)
Net cash used in investing activities RETEBERSFE (71,856) (66,055)
CASH FLOWS FROM FINANCING REITBZRERE

ACTIVITIES
Issue of shares upon the exercise of RITFEHEREmMEITZ

share options R&1D 2,273 1,091
Dividends paid EAIRE (34,254) (21,151)
Net short term bank loans raised G HRIRITE RS 54,104 39,372
Inception of finance leases FigE &AL 12,322 =
Repayment of obligations under finance leases 1& % i & A 40 /& & (11,881) (12,238)
Repayment of long term bank loans EERHRITER (25,159) (13,700)
Long term bank loans raised i S HSRITE R 103,000 24,000
Net cash generated from financing MEEBMELESFE

activities 100,405 17,374
NET INCREASE IN CASH AND CASH BeRERKRLER

EQUIVALENTS EhnEEE 38,857 43,517
CASH AND CASH EQUIVALENTS R—A—HHNRER

AT 1 JANUARY ZEE\LER 122,532 78,125
Effect of foreign exchange rate changes b S B 2 3,302 890
CASH AND CASH EQUIVALENTS Rt+-—A=+—HHNBEER

AT 31 DECEMBER ZEBELER 164,691 122,532
ANALYSIS OF CASH AND CASH RERER

EQUIVALENTS REBEDN
Bank and cash balances RITRB L& 22 164,691 122,532
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

1.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law of the
Cayman lIslands. 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
2011, 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 AND
CHANGE IN ACCOUNTING POLICIES

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 2011. HKFRSs comprise Hong Kong Financial
Reporting Standards (“HKFRS"); Hong Kong Accounting Standards
("HKAS"); and Interpretations. The adoption of these new and revised
HKFRSs did not result in 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.

Previously, the Group's leasehold land classified as finance lease was
stated at cost model under HKAS16 “Property, Plant and Equipment”,
under which this asset is carried at historical cost less aggregate
depreciation and accumulated impairment losses.
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2011

2.

E_F——F1_A=1—H

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND
CHANGE IN ACCOUNTING POLICIES (Continued)
With effect from 31 December 2011, the Group revised its accounting
policy in respect of leasehold land classified as finance lease at fair
value, based on periodic valuations by external independent valuers,
less subsequent depreciation. Any accumulated depreciation at the
date of revaluation was eliminated against the gross carrying amount
of the asset and the net amount was restated to the revalued amount
of the asset. Increases in carrying amount arising on revaluation
of leasehold land were credited to revaluation reserve in equity.
Decreases that offset previous increases of the same asset were
charged against revaluation reserve, all other decreases were expensed
in the consolidated income statement. The change was made to
increase the relevancy of financial data to the users of the financial
statements by taking into consideration of the fair value of the assets
of the Group.

This change in accounting policy has been accounted for prospectively,
and no comparative figures have been restated.

Effect on Consolidated Statement of Financial Position

Increase in property, plant and equipment
Increase in deferred taxation
Increase in revaluation reserve

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.

2.

RMFAI REERTEBMBRE
ERAREFTTHR 2 (H)

B-T——fF+-_A=+—Hi A&E£H
BT EREAFESRAREI b 2 &5
B - ARIEE B ANEB A ERT#EITZ
HERERITEEL - TEHANERNR
RITEREEMNREELREYE  mFE
AIESZEEENEGSRE  EMHES LM
EXMEREENBEARSNEGHHEE
A o BREER DM EEEER —EENER
B EG MBS - MEEMR A
HEAGANERTE -  ZEHAEEE
EZAVE - WREee B BRRERE
BT AT 2 I EUE -

HEFBRERANBRSRE ZAE W
WELBHFE TES -

HESUBRRRNE
As at

31 December
2011

R=T——F
—A=+—H
HK$'000
FET

YIZE - HEES RN 85,623
PEFERL IR AN 16,878
SN 68,745

AR B2 R ER AN AR B R B 6 A R T
A EBM RS EN - AKRBECRKTE
ZEMABEMBRERNOTE - EXR
EEHRENTEAUFREENREHA
SENEERMBRAELEEATZEER

E=A
“Em o

Ka Shui International Holdings Limited - Z23x BIBR =A% AR A &



Notes to the Financial Statements (Continued)
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3.
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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 leasehold land,
certain investments and derivatives which are carried at their fair
values.

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

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

(a) 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.
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2011 & Z.

3.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)

(b)

Consolidation (Continued)

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company.
Non-controlling interests are presented in the consolidated
statement of financial position and consolidated statement
of changes in equity within equity. Non-controlling interests
are presented in the consolidated income statement and
consolidated statement of comprehensive income as an
allocation of profit or loss and total comprehensive income
for the year between the non-controlling shareholders and
owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and
to the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e. transactions with owners in their
capacity as owners). The carrying amounts of the controlling
and non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and attributed
to the owners of the Company.

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.

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.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

(c)

Business combination and goodwill (Continued)
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 (v) 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.

Foreign currency translation

(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.
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3.

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

(c)

(i)

(iii)

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.

Translation on consolidation

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

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

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

- All resulting exchange differences are

recognised in the foreign currency translation
reserve.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

(d)

Foreign currency translation (Continued)

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

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate.

Property, plant and equipment

Leasehold land is carried at fair value, based on periodic
valuations by external independent valuer, less subsequent
depreciation and impairment losses. Any accumulated
depreciation at the date of revaluation is eliminated against
the gross carrying amount of the asset and the net amount
is restated to the revalued amount of the asset. All other
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.

Revaluation increases of leasehold land are recognised
in profit or loss to the extent that the increases reverse
revaluation decreases of the same asset previously recognised
in profit or loss. All other revaluation increases are credited
to the revaluation reserve as other comprehensive income.
Revaluation decreases that offset previous revaluation
increases of the same asset remaining in the revaluation
reserve are charged against the revaluation reserve as other
comprehensive income. All other decreases are recognised
in profit or loss. On the subsequent sale or retirement of a
revalued leasehold land, the attributable revaluation increases
remaining in the revaluation reserve is transferred directly to
retained profits.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

(e)

()

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

Buildings
Leasehold land

5 to 20 years

over the unexpired term of
lease

shorter of 5 years and the
unexpired term of lease

Leasehold improvements

Plant and machinery 1to 10 years

Computer equipment 3 to 5 years

Furniture, fixtures and office 3 to 5 years
equipment

Motor vehicles 3 to 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.

Research and development expenditure
Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

Leases

(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.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

0

(9)

(h)

Leases (Continued)

(i) 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

0]

()]

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.

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.
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

()]

(k)

Investments (Continued)

(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.

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.
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Notes to the Financial Statements (Continued)
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3.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

)

(m)

Trade and other receivables (Continued)
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.

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.

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.
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

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

(Continued)
(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.

(n)  Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured initially at
their fair values and are subsequently measured at the higher

of:

- the amount of the obligations under the contracts, as
determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; and

- the amount initially recognised less cumulative
amortisation recognised in profit or loss on a straight-
line basis over the terms of the guarantee contracts.

(o) 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 and the

amount of revenue can be measured reliably.

Revenues from the sales of manufactured goods and trading
of raw materials are recognised on the transfer of significant
risks and rewards of ownership, which generally coincides
with the time when the goods are delivered and the title has

passed to the customers.

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.
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Notes to the Financial Statements (Continued)
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Employee benefits

(p)

(a)

0]

(i)

(iii)

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.

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.

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 the 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.
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Notes to the Financial Statements (Continued)

BTSRRI R (AR

For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) 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.

(s) Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to it and that the grant will be received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them

with the costs they are intended to compensate.

Government grants that become receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the

period in which they become receivable.

Government grants relating to the purchase of assets are
deducted from the carrying amount of the assets. The grant is
recognised in profit or loss over the life of a depreciable asset

by way of a reduced depreciation charge.
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2011 2 —F——F+_-_A=+—H

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(t)

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 (Continued)

(t)

(u)

Annual Report 2011

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been enacted
or substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.

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

Related parties
A related party is a person or entity that is related to the
Group.

(A) A person or a close member of that person’s family is
related to the Group if that person:

(i) has control or joint control over the Group;
(ii) has significant influence over the Group; or
(iii) is a member of the key management

personnel of the Company or of a parent of
the Company.
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Notes to the Financial Statements (Continued)

BT ERA MR (AR)

For the year ended 31 December 2011 2 —F——F+_-_A=+—H

3.  SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. 2 BER ()
(u) Related parties (Continued) (u) E§ EAL(E)
(B) An entity is related to the Group (reporting entity) if (B) HAEEGEMMAE T

any of the following conditions applies: ER—IB G E (R R

BE)

(i) The entity and the Company are members (i) ZERENNRB
of the same group (which means that each FA—%EBZKER
parent, subsidiary and fellow subsidiary is Al(EEBEHEAEM
related to the others). HEMEAE -

B E) K (7 £ = b
BAR) -

(ii) One entity is an associate or joint venture (ii) —HEBARS &
of the other entity (or an associate or joint EHEE R RSNE
venture of a member of a group of which the EhE(HKEZ—FK
other entity is a member). BETHEE QA

HEERE) -

(iii) Both entities are joint ventures of the same (iii) ZEBRANNRY

third party. BR—E=F806
BE o

(iv) One entity is a joint venture of a third entity (iv) —HERBAEE=H
and the other entity is an associate of the third ERNaEhE
entity. ﬁﬁ% ERAZE

—HEBNBER
Sl e

(v) The entity is a post-employment benefit plan (v) ZEERAEEK
for the benefit of employees of either the —KHEREEFH
Group or an entity related to the Group. If ZEEHEENE
the Group is itself such a plan, the sponsoring A 3% E’J%ﬁﬁﬁk{éﬁa
employers are also related to the Group. FEtE EXEE

N RATE - B
BB = TR B AR &
E A5 -

(vij  The entity is controlled or jointly controlled by (vi) EZEEIAATIME

a person identified in (A). BIA T2k 5 $t
B o

(viy A person identified in (A)(i) has significant (i) A ()FTatERIA
influence over the entity or is a member of the THERBAESERY
key management personnel of the entity (or of ZyBZEE(X
a parent of the entity). ZEBRAR)E

ZEBRAEMER
—%KE -
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(v)

Impairment of assets

Intangible assets that have an indefinite useful life or not yet
available for use are reviewed annually for impairment and
are reviewed for impairment whenever events or changes
in circumstances indicate the carrying amount may not be
recoverable.

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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Notes to the Financial Statements (Continued)

BT ERA MR (AR)

For the year ended 31 December 2011

E_F——F1_A=1—H

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w)

(x)

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 KEY ESTIMATES

(a)

Critical judgements in applying accounting
policies

In the process of applying the accounting policies, the
directors have exercised judgements that have the most
significant effect on the amounts recognised in the financial
statements. There was no material impact on exercising those
judgement during the year.
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4, CRITICAL JUDGEMENTS AND KEY ESTIMATES
(Continued)

Key sources of estimation uncertainty

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.

(b)

0]

(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.

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. These
estimates are 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 KEY 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.

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.

Fair values of leasehold land

The Group appointed an independent professional
valuer to assess the fair values of the leasehold land.
In determining the fair values, the valuer has utilised a
method of valuation which involves certain estimates.
The directors have exercised their judgement and are
satisfied that the method of valuation is reflective of
the current market conditions.
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5. 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 the 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 2011, if HK$ had weakened 0.5 per cent
(2010: 1 per cent) against USD with all other variables held
constant, consolidated profit after tax for the year would have
been approximately HK$119,500 higher (2010: HK$11,000
lower), arising mainly as a result of the foreign exchange
gain on trade receivables and bank balances denominated in
USD, but partly offset by the foreign exchange loss on trade
payables denominated in USD (2010: foreign exchange loss on
trade payables denominated in USD, but partly offset by the
foreign exchange gain on trade receivables and bank balances
denominated in USD). If HK$ had strengthened 0.5 per cent
(2010: 1 per cent) against USD with all other variables held
constant, consolidated profit after tax for the year would have
been approximately HK$119,500 lower (2010: HK$11,000
higher), arising mainly as a result of the foreign exchange
loss on trade receivables and bank balances denominated in
USD, but partly offset by the foreign exchange gain on trade
payables denominated in USD (2010: foreign exchange gain
on trade payables denominated in USD, but partly offset
by the foreign exchange loss on trade receivables and bank

balances denominated in USD).

At 31 December 2011, if HK$ had weakened 2 per cent
(2010: 1 per cent) against RMB with all other variables held
constant, consolidated profit after tax for the year would have
been approximately HK$180,000 (2010: HK$106,000) lower
arising mainly as a result of the foreign exchange loss on trade
payables of Hong Kong subsidiaries denominated in RMB. If
HK$ had strengthened 2 per cent (2010: 1 per cent) against
RMB with all other variables held constant, consolidated
profit after tax for the year would have been approximately
HK$180,000 (2010: HK$106,000) higher arising mainly as a
result of the foreign exchange gain on trade payables of Hong

Kong subsidiaries denominated in RMB.
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FINANCIAL RISK MANAGEMENT (Continued)

(a)

(b)

Foreign currency risk (Continued)

At 31 December 2011, if RMB had weakened 2 per cent
(2010: 1 per cent) against USD with all other variables held
constant, consolidated profit after tax for the year would
have been approximately HK$2,990,000 (2010: HK$711,000)
higher, arising mainly as a result of the foreign exchange
gain on trade receivables denominated in USD. If RMB had
strengthened 2 per cent (2010: 1 per cent) against USD with
all other variables held constant, consolidated profit after tax
for the year would have been approximately HK$2,990,000
(2010: HK$711,000) lower, arising mainly as a result of the
foreign exchange loss on trade receivables denominated in
uUsD.

At 31 December 2011, if the exchange rate for RMB to
USD had weakened 2 per cent with all other variables held
constant, consolidated profit after tax for the year would
have been approximately HK$8,912,000 (2010: nil) higher,
arising mainly as a result of the gain on the RMB to USD
forward contracts included in the financial liabilities at fair
value through profit or loss. If the exchange rate for RMB to
USD had strengthened 2 per cent with all other variables held
constant, consolidated profit after tax for the year would have
been approximately HK$8,912,000 (2010: nil) lower, arising
mainly as a result of the loss on the RMB to USD forward
contracts included in the financial liabilities at fair value
through profit or loss.

Price risk

The Group's financial assets/liabilities 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.
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FINANCIAL RISK MANAGEMENT (Continued)

(b)

(c)

Price risk (Continued)

At 31 December 2011, if the zinc price had increased 5 per
cent with all other variables held constant, consolidated
profit after tax for the year would have been approximately
HK$11,000 (2010: HK$346,000) higher, arising mainly as a
result of the gain on the zinc forward contracts included in the
financial assets/liabilities at fair value through profit or loss. If
the zinc has decreased 5 per cent with all other variables held
constant, consolidated profit after tax for the year would have
been approximately HK$11,000 (2010: HK$346,000) lower,
arising mainly as a result of the loss on zinc forward contracts
included in the financial assets/liabilities 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, restricted bank balance 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.

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:
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Due from the Group's largest customer
Due from the Group's five largest
customers

FERA B RAT P RIA
KA EE AT KA

35 16

75 73

The credit risk on pledged bank deposits, restricted bank
balance and 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.
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5.

FINANCIAL RISK MANAGEMENT (Continued)

(d)

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.

Specifically, for bank loans which contain a repayment on
demand clause which can be exercised at the bank’s sole
discretion, the analysis shows the cash outflow based on the
earliest period in which the entity can be required to pay, that
is if the lenders were to invoke their unconditional rights to
call the loans with immediate effect. The maturity analysis for
other financial liabilities is prepared based on the scheduled
repayment dates.

On
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—E—-F
Maturity Analysis - Undiscounted cash outflows

HEADH -

More than
1 year but

AR R

More than
2 years but
less than

5 years
WENL
BOREE
HK$'000
FET

Total
undiscounted
cash outflows

KBRS

kit
HK$'000

T

More than
5 years

EENE
HK$'000

Obligations under finance leases WERMRE 3,031 4,235 4,074 1,348 - 12,688
Bank borrowings BER 244,511 12,475 - - - 256,986
Other payables and accruals HMENEARES B 1,548 48,622 - - - 50,170
Trade payables ENZSEE 13,567 140,068 - - - 153,635
Due to a related company EREENTHE 7 - - - - m

263,380 205,400 4,074 1,348 - 474,202
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5. FINANCIAL RISK MANAGEMENT (Continued) 5. MR b ()
(d) Liquidity risk (Continued) d) RBESEE(E)

Maturity Analysis — Undiscounted cash outflows
k)
More than More than
Tyearbut 2 years but Total
On Within less than less than More than  undiscounted
demand 1 year Syears  cash outflows

BEX R ERA .
HK$°000 HK$'000 HK$000 HK$'000 HK$'000 HKS$'000

T = e SEE= e =
FET 8T FET FBT FET

mE  EOREFE BFUE

Obligations under finance leases RERIEE 10,200 1,807 - _ - 12,007
Bank borrowings BIfEH 124,851 = = = = 124,851
Other payables and accruals Hi R ZIERE B 1,508 46,908 - - - 48416
Trade payables [ERTE 558 6,681 119,548 - - - 126,229
Due to a related company R EERRZE 1,456 - - - = 1,456

144,696 168,263 = = = 312,959
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FINANCIAL RISK MANAGEMENT (Continued)

(d)

Liquidity risk (Continued)

The following table summarises the maturity analysis of
bank borrowings 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

5.

MR EREE (&)

(d)

RBES R (E)
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demand immediate repayment. The directors believe that such
bank loans will be repaid in accordance with the scheduled
repayment dates set out in the loan agreements.

Maturity Analysis - bank borrowings and obligations

under finance leases subject to a repayment on demand clause
based on schedule repayments
BEA A -WEREREERRNRTEER
MERNREREEERA

On  More than
demand or 1 year but
within ~ less than
1year 2 years
RERS -FHE
- BORME
HK$'000 HK$'000
FET TET

More than
PATETHL T
less than

5 years
WERE
BHREF
HK$'000
o

Total
More than undiscounted
5years cash outflows

AFRES
ket
HK$'000
TET

ik: 2
HK$'000
TET

31 December 2011 —E——E+-A=+-R
Bank borrowings BITER 168,312 40,770 37,146 3,783 250,011
Obligations under finance leases RERNAE - 3,050 - - 3,050
31 December 2010 —E-Z#+-F=+-H
Bank borrowings BITER 92,698 12,202 17,113 5,165 127178
Obligations under finance leases RETLEE 7,310 3,040 - - 10,350
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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 2011, if interest rates had been 10
basis points lower with all other variables held constant,
consolidated profit after tax for the year would have been
approximately HK$145,000 (2010: HK$34,000) higher,
arising mainly as a result of lower interest expenses on bank
borrowings and obligations under finance leases but partly
offset by lower interest income on restricted bank balance
and 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$1,449,000 (2010: HK$339,000) lower,
arising mainly as a result of higher interest expenses on bank
borrowings and obligations under finance leases but partly
offset by higher interest income on restricted bank balance
and bank and cash balances.

Categories of financial instruments at 31
December 2011

Financial assets: SRIEE !
Loans and receivables (including cash
and cash equivalents)

Financial assets at fair value through

ERHFELIEAR)

profit or loss: TREE
Held for trading BIEEE
Financial liabilities: SREE:

Financial liabilities at amortised cost
Financial liabilities at fair value through

profit or loss: THRAE
Held for trading BIEEE

5.

ERREYGR(RRRE R

BAFER ABRRERDY

WA EZ eRBE
BAFERABRRRY

MR EREE (&)

(e)

()

FEER
AEBOFEARAEREGHE
3 R RS R R R AT
R - RETRR S RIRE R
TR DO TRARIE S -

RZE——F+=ZA=+—H ' ¥
FETHRIOMEES - MEAMTH
BHEFIE - RFEANRTIRES
S5 ) 5 12 A0 47 145,000 T (=
—=4F 1 34,00087C) ' EEZMAR
BITE R B E AL AENF S5
SRADETE  EBOHEEHER
FIERITAE SR R IRTT RIS A F)
BUAR AP 8 o fWF R L7
1001EE B - MmEAMLFT A & S
Tt RIFRBRTE LR S R TR
#91,449,0008 7L (ZZE—F4F -
339,000 7L) + FEHREITE
A EhE L FYER F S 18N
FTE SO ESHDIEPRTT
BFRREITRIRSEHHT BIA
AT o

R=F-——%+=-A=t—H
ERMIAZDE

2011 2010
—B——F —T—TF
HK$000

FET

HK$000
FAET

472,044 288,541
- 8,292
461,324 300,952
605 =
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Notes to the Financial Statements (Continued)

R R BT R (AR

For the year ended 31 December 2011 #Z —F——F 1+ _-H=+—H

5. FINANCIAL RISK MANAGEMENT (Continued) 5. BERREE(E)
(g) Fair values (99 ~2¥E
The carrying amounts of the Group's financial assets and rEEZREERSHEENS
financial liabilities as reflected in the consolidated statement of SRR R 2 BRE(E A8
financial position approximate their respective fair values. EREBZRNTE -
The following disclosures of fair value measurements use a fair REERANUNTAFESHRERBE
value hierarchy which has 3 levels: BATEGE  EREEZE -
Level 1:  quoted prices (unadjusted) in active markets for F1E: HRABEKBBEZGR
identical assets or liabilities. TISME CREFHE) o
Level 2. inputs other than quoted prices included within FE: FERREIHREMN
Level 1 that are observable for the asset or liability, Hh BERBEERE
either directly (i.e. as prices) or indirectly (i.e. (BB ) SR8z (BD4¢
derived from prices). BEEEE)BREE 2
BAER o
Level 3:  inputs for the asset or liability that are not based F3E:  WIHRBEABRTISE
on observable market data (unobservable inputs). BmeLzEEXAE
WABR (EEERE
A) o
Disclosures of level in fair value hierarchy at 31 AT EEREBR-_ZT——F1+=
December 2011: A=+—HAz&EBHEENT :

Level 1 Level 2 Level 3 2010
Description FE1E H2E %3 —T-EF

HK$°000 HK$°000 HK$'000 HK$°000
FET FET FET TFET

Financial liabilities at fair value &Z A F(E:T AlBz5EE

through profit or loss &R EE

Derivatives PTETER - (605) - (605)
Disclosures of level in fair value hierarchy at 31 AVHEEREBR-_B-—FF =
December 2010: B=+—HBZEBHENT :

Level 1 Level 2 Level 3 2010
Description i} E1 B2E F3E _—T—THF

HK$’000 HK$°000 HK$'000 HK$'000
FET FET FET FET

Financial assets at fair value  #ZAF(EET ABZEE

through profit or loss HEREE

Derivatives PTHETE - 8,292 - 8,292
The total gains or losses recognised in profit or loss including B NHER 2 W BB B ER
those assets/liabilities held at end of reporting period have WERAABEE BECERS
been presented in the consolidated income statement. WEHKREG o
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MR R BT R ()

For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

6. TURNOVER 6. =]
The Group is principally engaged in the sale and manufacture of REBETERBEERFEET SRS
zinc, magnesium and aluminium alloy die casting and plastic injection S REEMBRFIBE MR T I
products and components.
Turnover represents the net amounts received and receivable for EEBIENFAHEE MM B IR B
goods sold, net of returns and allowances to customers during the BEFHE(ENREERGAETEPOITM)
year.
2011 2010
—E——F —E—FF
HK$'000 HK$'000
FET FET
Sales of goods HEEMm 1,191,698 913,344
7. OTHER INCOME 7. Ht®A
2011 2010
—E2——F
HK$'000 HK$°000
FET FET
Interest income FBIA 1,120 569
Rental income HEB A - 26
Sale of scrap materials EERHHE 97 1,369
Government grants BATERD 367 -
Unrealised gain on financial assets at fair BAFEFABRERNERHEE
value through profit or loss REIF W - 8,292
Realised gain on financial assets at fair value 12 A FEFABRENSRERE
through profit or loss IR W - 1,320
Gain on disposal of property, plant and HEME - R KERE W
equipment 105 214
Others Hitb 774 542
2,463 12,332
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R R BT R (AR

For the year ended 31 December 2011 #Z —F——F 1+ _-H=+—H

8.

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.

Segment profits or losses do not include interest income, corporate
income, gain or loss from derivative instruments, corporate expenses,

7 EE

RITRER  AEERFEKD ROES
BHF—8 BRIBESSEBRERERTE
R BB - ZFHPIRAKE 2K E
DEERHERE - KRB 2 2R BRI
HETRERZHREEBEL - AREH
EBFETRARMRBETIRKAGTES
X HEESEIBULER

DA HEETBEMBRA - BERK
@ REMTETAZER XA &

BRARFEHAX

finance costs and income tax expense.

ERIWRANAEER - EERAEZ
EHaT

Information about reportable segment profit or loss:

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

#AEEE S532EE #oEBR BRiiE ECE
HK$'000 HK$'000 HK$'000 HKS$'000 HK$000
TAT TR TAT TR TAT

Year ended 31 December 2011 BE-ZT—%+-A

=t-RLEFE
Revenue from external customers PERIYEIiollen 349,859 286,873 253,035 301,931 1,191,698
Segment profit AEbEF 16,699 32,232 37,601 32,953 119,485
Depreciation e 12,834 16,811 10,486 11,368 51,499
Year ended 31 December 2010 BE-_Z-ZF+_-8

=t-RIEFE
Revenue from external customers REINRE P B 356,098 165,752 196,453 195,041 913,344
Segment profit ok il 46,803 9,417 30,378 9,564 96,162
Depreciation e 11,987 13,004 13,087 9,671 47,749
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MR R BT R ()

For the year ended 31 December 2011

8.

E_F——F1+=-A=1—H

=+ —=
SEGMENT INFORMATION (Continued) 8. DEER(E)
Reconciliation of reportable segment revenue, profit 2R BYE - RFREBRZHER :
or loss:
2011 2010
—E2——F —T-TF
HK$’000 HK$'000
FET FET
Revenue =
Total revenue of reportable segments WDz B 1,191,698 913,344
Unallocated amounts TOEHE - -
Consolidated revenue e 1,191,698 913,344
Profit or loss IS8
Total profit or loss of reportable segments 2 #R5 ¥p48 5% F|sk &8 119,485 96,162
Unallocated amounts: THOEHA -
Interest income B A 1,120 569
(Loss)/gain on financial liabilities/assets BRATEFABEENSR
at fair value through profit or loss BE/BEZ(ER), % (6,375) 9,612
Finance costs BhE A (4,644) (2,139
Income tax expense FRiSHi (19,480) (17,639)
Corporate income W 122 488
Corporate expenses TERY (27,408) (30,920)
Consolidated profit for the year FERERE R 62,820 56,133
Other material items — depreciation HihBEKREEH -8
Total depreciation and amortisation of 2o BB E R
reportable segments 51,499 47,749
Unallocated amounts: THEHE -
Depreciation of property, plant and ERAME - MBS RREITE
equipment for corporate use 6,300 7,555
Consolidated depreciation LAeETE 57,799 55,304
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For the year ended 31 December 2011 2 —F——F+_-_A=+—H

8. SEGMENT INFORMATION (Continued) 8. DEBER(E)
Geographical information: HWEEE :
Revenue
Wz

2011 2010

—B——fF —E—TF

HK$°000 HK$°000

FAET FET

Hong Kong BE 768,368 597,362
People’s Republic of China (the “PRC") AREEAREME([FE])

except Hong Kong (BERIN) 118,851 90,517

Japan =FN 9,872 42,143

The United States of America (“USA”) EFRERBE(TER]) 224,879 121,964

Others Hih 69,728 61,358

Consolidated total IREBER 1,191,698 913,344

2IRERE - WRERATFPHMES

locations of the customers. HHE o

In presenting the geographical information, revenue is based on the

B R ER R BISh 2 dt e ) #R & BRI FT A 70 H
ZHBEIN10% - FTARKERME 2 3F
REEERBZD -

The Group’s non-current assets by geographical areas are not
presented as the amount of geographical segments other than the
PRC are less than 10% of the aggregate amount of all segments.
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For the year ended 31 December 2011

E_F——F1+=-A=1—H

=+ —=
8. SEGMENT INFORMATION (Continued) 8. DEER(E)
Revenue from major customers: REFERF 2K :
2011 2010
—EB——f —E—FF
HK$'000 HK$'000
FHET FET
Zinc alloy die casting segment AR EREN TP
Customer a ZFa 154,507 132,268
Customer b =Fb 91,296 123,292
Magnesium alloy die casting segment EASREST
Customer a ®Fa - 5,403
Customer ¢ e 197,561 41,269
Aluminium alloy die casting segment RASBREDES
Customer a =Fa 107,745 101,634
Plastic injection segment BB EL
Customer b =Fb 107,882 101,519
Customer d =FAd 187,707 -
9. FINANCE COSTS 9. & KA

2011 2010
—B——f ZT-TF
HK$°000 HK$°000
FAT FHET
Interest expenses on bank borrowings IRITIERF BFAX 4,384 1,722
Finance lease charges EVEMAE N 260 417
4,644 2,139

Interest on borrowings LA B SR FIL2
— Wholly repayable within five years —2HERTERNEER 4,418 1,897
— Not wholly repayable within five years —BAZENAFRNEE 226 242
Total finance costs BhE K AN R 4,644 2,139

The analysis shows the finance costs of bank borrowings and
obligations under finance leases including bank borrowings and
finance leases which contain a repayment on demand clause, in
accordance with the agreed scheduled repayments dates set out in
the loan agreements. For the years ended 31 December 2011 and
2010, the interest on bank borrowings and obligations under finance
leases which contain a repayment on demand clause amounted to
approximately HK$4,532,000 and HK$2,004,000 respectively.
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For the year ended 31 December 2011

10.

E_F——F1_A=1—H

INCOME TAX EXPENSE

BIEAR IR — BB S

Current tax — Hong Kong Profits Tax

10.

FrEBimMX

2011
—E——fF

2010
T4
HK$'000
FET

HK$°000
FET

Provision for the year REERAE 8,737 8,703

Over-provision in prior years AT EHBERE (602) (515)
Current tax — PRC enterprise income tax BNEATR T8 — A R (b Z2EFT1SFR

Provision for the year INEE RS 11,526 8,480

(Over)/under-provision in prior years FFEE (GBERE) BB (181) 191
Deferred tax (note 28) RIERIIE (H17728) - 780
Income tax expense FrisfiF sz 19,480 17,639

Hong Kong Profits Tax has been provided at a rate of 16.5%
(2010: 16.5%) on the estimated assessable profits of Hong Kong
incorporated subsidiaries for the year ended 31 December 2011,
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.

Income tax on overseas profit has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing on the
overseas countries in which the Group operates.

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.

HE_Z——F+-A=+—BHItFEZ
BERNSHRBEEETMHTE AR Z A
JERBI G FIAT E16.5% (ZF—FF -
16.5% ) {EH B (AR F & AR BB
M REE LBITESIE21R([BE R
MITHESIF 21 D IEEREBEM X
LEF A RFE & B rh BAY I TRRATSZ 0T
LZHETEEERBERER) - RiEES
RMITHSIF215% - WERB AR KR
EHN50% 5 SREFEEN - BAEEEN
i o

BINE N 2 RS TAR R AL ET B ARTUR
MAKE B L E 2 BINERZIRITHEET

i
B o
e

R-ZFZLF=ZATNAETEZEAR
REREG BB 2P REEMRSHIES
EZEBHBEG—ANIIELEZEEMR
BRER25% - MBUER_TTN\F—H
—BEX-
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For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

10.

INCOME TAX EXPENSE (Continued)

According to B1%%20075395% (Guofa 200739) 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 F4

2008 —ZTTNF
2009 —ETNF
2010 —E-FF
2011 —E——4F
2012 —E——fF

No provision for income tax in jurisdictions 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 2011 (2010:
Nil).

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

FriS%iBA < ()
REBABRN-FBLF+-A=+xA
SRR B AR S R AT 2 b
2 BI%20075839%: + A2 EMEHIE
M

EIT rate
BEFBHE

18%
20%
22%
24%
25%

HRAEEREBEZE_-_T——F+=H
=t BLLFEYEEINAEHRMRR
REEN(—F—FF &) HBEANE
BRPBEASMEE 2 RDEE B R LTS
TR -

PT35S R BR B B M SR IA BB A 1S 31
MR EFSAERNEIRNT

2011 2010
—E2——F T —EF
HK$°000 HK$'000
FET FET
Profit before tax BREL R R 82,300 73,772
Tax at Hong Kong profits tax rate at 16.5%  Z&EBFSHHEE16.5%
(2010: 16.5%) (ZZ—ZF : 165%):E
HOFH 18 13,579 12,172
Tax effect of expenses that are not deductible A 05T KB & B2 3,537 2,492
Tax effect of income that is not taxable BERTBMANTR B E (1,185) (292)
Tax effect of temporary differences not AEREREEN
recognised MEwZ 3,278 2,604
Tax effect of utilisation of tax losses not BERERF AR IEEEZ
previously recognised Bz - (350)
Tax effect of tax losses not recognised RERHIEEE 2 B (472) =
Over-provision in previous year BEFEBERE (783) (324)
Over-provision for current year NS HREB RS 243 51
Effect of different tax rates of subsidiaries M8 A R R RIM L 1,283 1,286
Income tax expense FrisfiAx 19,480 17,639

In addition to the amount charged to profit or loss, deferred tax
relating to the revaluation of the Group’s leasehold land during the
year has been charged to other comprehensive income.
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For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

11. PROFIT FOR THE YEAR ATTRIBUTABLE TO 11. ZAARERZFEABLFREFR
OWNERS OF THE COMPANY

The Group's profit for the year attributable to owners of the Company REBMFERZFENBIR(GTA) TFE
is stated after charging/(crediting) the following: 1
2011 2010
—E——fF —T-TF
HK$°000 HK$°000
FET FAET
Allowance for doubtful debts RERE 558 -
Allowance for inventories (included in other FEEE(DRIREE_Z—F &
operating expenses and cost of sales for “E-THFHMEERY R
2011 and 2010 respectively) SHERMAF) 2,772 2,565
Bad debts written off 2RI Y 72 -
Impairments on other receivables H AR R A 450 -
Auditors’ remuneration ZERT BN &
Provision for the year REFEEME 1,044 930
(Over)/under-provision in prior year BEEEREBTR(GBREEE) (18) 44
Charge by auditors of the subsidiaries ME AR BEER 152 m
1,178 1,085
Reversal of allowance for doubtful debts RARH A OB (635) (897)
Cost of inventories sold BEEFEKA 888,571 628,677
Depreciation of property, plant and W MR NERETE
equipment 57.799 55,304
Gain on disposal of property, plant and HEWE - et RRE
equipment (105) (214)
Property, plant and equipment written off YZE - S AR e 176 69
Loss/(gain) on financial liabilities/assets BAFEAANESEZERAE
at fair value through profit or loss BEZEE/(WH) 6,375 (9,612)
Net exchange loss R EE 215 3,104
Operating lease charges in respect of land T RIEFLE LR
and buildings 3,915 3,464
Research and development expenditure R 9,200 3,821
Staff costs: BIRA :
Directors’ emoluments (note 12(a)) EEME (HiE12(a) 9,185 8,406
Wages and salaries TERYS 227,511 171,142
Equity-settled share based payments LARR #E 48 5 LA R (9 2 (AT B R IE
(excluding directors) (TBiEE=R) 21 675
Retirement benefits scheme contributions RURRERIFTEI 3R
(excluding directors) (TBREEE) 9,715 4,878
Other benefits H a7 14,410 11,402
260,842 196,503
Cost of inventories sold includes staff costs, depreciation and BEFERABIES TR « T8 RK&L
operating lease charges of approximately HK$240,798,000 (2010: FAXFE S 49240,798,000B T (ZE—=
HK$191,121,000), which are included in the amounts disclosed £ :191,121,0007T) * KEELZBED R
separately. W o
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For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

11. PROFIT FOR THE YEAR ATTRIBUTABLE TO
OWNERS OF THE COMPANY (Continued)
Research and development expenditure includes staff costs of
approximately HK$3,758,000 (2010: HK$1,993,000), which are
included in the amounts disclosed separately.

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

EMPLOYEES
(@) Emoluments of directors (key management
personnel)

The emoluments of each director were as follows:

Fees

Name of director B
HK$'000
FET

Year ended 31 December 2011 BE-E--F+-A=1-A

11.

12.

Salaries
and
allowances

HEREH
HK$°000
FE7

RARAEBFAEARBGFERER
(/&)
MEMAXTPEEBLRENE TRAEAD
3,758,000 7L (=B —Z 4 : 1,993,000
BIT) °

ES(EEEEBEAR)MERES
¥EE

(a) E=(ZEEEAIME
BEEFOMESWT -

Retirement
benefits
Discretionary  Share-based scheme
bonus  payments contributions
NREEE  BUEA
MietA ZHE  HEfR At
HKS'000 HK$°000 HK$'000 HK$'000
FEr FEn 7 FET

Executive directors HrEE

Mr. LEE Yuen Fat TREGE 2,529 418 2 12 2,961
Dr. KEUNG Wing Ching EXERT 2,11 348 2 i) 2473
Mr. WONG Wing Chuen BRI 1,329 250 1 12 1,592
Mr. CHAN Tat Cheong, Alan FEELE 1,365 181 1 1 1,559
Independent non-executive directors B EHTES

Mr. SUN Kai Lit, Cliff ggs, TR ops, AT 150 150
Ir Dr. LO Wai Kwok 8ss, M, Ip E (2B Lops, w, £ T+ 150 150
Mr. YEOW Hoe Ann, John pRZEE 150 150
Mr. Andrew LOOK BREE 150 150
Total for 2011 “E——FgE 600 7,334 1,197 6 48 9,185
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For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

122 EMOLUMENTS OF DIRECTORS (KEY 12. EE(XFEEBEAE)MERES

MANAGEMENT PERSONNEL) AND HIGHEST PAID #riEE ()
EMPLOYEES (Continued)
(@) Emoluments of directors (key management () ES(ZEEEAE)M2=(A)

personnel) (Continued)

Retirement
Salaries benefits
and  Discretionary  Share-based scheme

Fees  allowances bonus contributions

Name of director % we | A Y] 2t
HKS$ 000 HK$000 HK$000 | HK$000 HK$000

-
7

Year ended 31 December 2010 BE-E-BE+-A=1-A

Executive directors YTES

Mr. LEE Yuen Fat TRYUAL = 2,278 342 65 12 2,697
Dr. KEUNG Wing Ching FKERT - 1,908 285 45 12 2,250
Mr. WONG Wing Chuen EAREE - 1,139 190 45 12 1,386
Mr. CHAN Tat Cheong, Alan FEELE - 1,235 190 £ 12 1479
Independent non-executive directors BUEHTES

Mr. SUN Kai Lit, Cliff ggs, TR egs, kT 150 = = = = 150
Ir Dr. LO Wai Kwok 88s, M, Ip [E (R B Loms, w, 70+ 150 = = = = 150
Mr. YEOW Hoe Ann, John sibeita 150 - - - - 150
Mr. Andrew LOOK BRL 144 - - - - 144
Total for 2010 “E-TEGH 594 6,560 1,007 197 48 8,406

There were no arrangements under which a director waived or FARREEREXRERETAHEH

agreed to waive any emoluments during the year (2010: nil). ZH(ZZ—ZF &) o
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For the year ended 31 December 2011 2 —&F——F+_-_A=+—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 (2010: 4) directors whose emoluments are
reflected in the analysis presented above. The emoluments
of the remaining individual for the year ended 31 December
2011 are set out below:

12. EES(EEEEBAE)MERES
HES(E)

(b) HEBSHAL
AEENARESHALERE4E
“R-TF AREE - M
EFFEN EXHOT - REE—
E——F+ZA=+—HIFE##
TEREFALHMSHT

2011 2010
—g-—-%  -—T-%F
HK$’000 HK$°000
FET FHET
Basic salaries and allowances BRI KRRk 991 917
Discretionary bonus BB TEAL 112 105
Share-based payments LARRIE A E 2 30E 1 57
Retirement benefits scheme contributions  3R/R4E |5+ &I 3k 12 12
1,116 1,091

The emoluments fell within the following band: e N FIAT&EE :

Number of individuals

A

2011 2010
S

HK$1,000,001 to HK$ 1,500,000 1,000,001/ 7C2 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.
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13. DIVIDENDS

Interim of HKO0.66 cents (2010: HK1.3 cents)
per ordinary share paid

13.

BT ER.6675L
(ZZ—ZF 1381z

2011
—E——fF

2010
T4
HK$'000
FET

HK$°000
FET

RHIAR S 5,861 11,457
Proposed final of HK4.3 cents (2010: final BAREmARA. 38

dividend payment of HK3.2 cents) per (ZZ—FTF : 328z
ordinary share REAR ) 2 SRR AR 2 38,191 28,248
Additional final dividend for the year FREBINAKHIRZ B - 145
44,052 39,850

14. EARNINGS PER SHARE 14. SREF
Basis earnings per share BREXZER

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$62,820,000 (2010:
HK$56,133,000) and the weighted average number of ordinary shares
of 886,548,271 (2010: 881,077,936) 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$62,820,000 (2010:
HK$56,133,000) and the weighted average number of ordinary shares
of 891,277,015 (2010: 891,312,929), being the weighted average
number of ordinary shares of 886,548,271 (2010: 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 4,728,744
(2010: 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.

RABIEEFBEARGNSRELAT
IIREBE-TE——F+=ZA=+—
BIEFEARRRAEZEEARENS
F #) 62,820,000 L ( =T — T F
56,133,000/ 7T ) & 5F A B, 397 /) hn#E
15 % 3 1% 886,548,271 R ( — B — T 4F ¢
881,077,936/% )5t & o

SREEER

RARE=SFA ARMGNSRESAF
REEE-_T——+_-HF=+—H
IFFEARRAEREEE ABGERF L
62,820,000/ 7T ( —E—Z4F : 56,133,000
B IT) KopnE 15 & AR 891,277,015 8%
(ZZ—Z4F : 891,312,9298%) (AR &t
BERERAFZFANBEITHIMNETF
¥ % B A% 886,548,271k (T — T & :
881,077,9360% ) in_E R R &5 BAR R ETT(E
2 BIRERIEEITEMRRIALERER
1T DNIE 19 X BA% 4,728, 744R% (=& —
T4 1 10,234,9930%)5HE o
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Notes to the Financial Statements (Continued)
RS FR R ()
For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

15. PROPERTY, PLANT AND EQUIPMENT 15. W1 - WBERZE

Furniture,
fixtures and
Leasehold Leasehold Plant and Computer office Motor ~ Construction

[and Buildings improvements  machinery  equipment equipment vehicles  in progress Total
B BrzE

BELH By HRNRRE  BBRRR BlRE RMAZRE hE fRIR it

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

Cost or valuation RAGE
At1 January 2010 R-5-2F-A-H 50,140 145,15 30,964 305,606 6,175 5019 981 6,312 559,142
Transfer & - 1217 280 81 - - - (8118) -
Additions HE 331 661 10,775 43380 415 597 1,647 211 80,078
Disposal i3 - - - (6.297) (4 (59) (682) = (7078)
Exchange difference ERzE 1013 3670 693 6,759 2 10 154 528 12954
At 31 December 2010 and R-F-EF+-f=1-H

1 January 2011 k=F——%-A-A 51,484 150,663 4525 349,59 6,576 5,608 10,930 2499 645,09
Transfer Ef = = 160 = = = = (160) =
Additions HE - 140 3979 12,891 2915 53 19 43902 64,619
Surplus on revaluation EffRH 85,623 - - - - - - - 85,623
Depreciation eliminated against cost MREERE (a421) - - - - - - - (8421)
Disposallwite off be /i - () (156) (2474 (29 (45) (1,679) = (4384)
Eichange difference EiZE 1,804 6,570 133 12807 3 189 m 2,107 25,13
At31 December 2011 RZE——%+-A=1+-A 134,484 157,368 50570 31,113 9497 6,405 9723 70343 811,663
Accumulated depreciation ZittiE
At January 2010 W-E-T5-A-H 1,705 16,469 6,050 117828 448 320 5,336 - 155,081
Charge for the year Eii 1276 7,086 7426 36,269 1,079 642 1526 - 55,304
Disposal il - - - (4,880) (32 (53) (380) - (5.349)
Exchange difference EizE 59 514 17 2,25 U 67 84 - 317
At31 December 2010 and WE-TE+ZA=1-A

1 January 2011 R=5-——4-A-A 3040 24,069 13593 151,469 5553 3867 6,566 - 208,157
Charge for the year iR 1251 6704 8844 31676 1508 608 1208 - 57,799
Disposalfurie off HE /i - (5 - (1.943) (18) (45) (1,903) S (3.914)
Adjustment on revaluation EfiE (4427) = = = = = = S (42)
Exchange difference ExzE 13% 1,165 404 4983 bl 139 153 = 6967
At31 December 2011 WF—FTZA=1-A - 3193 284 192,145 7070 4,569 6,024 - 264,58
Carrying amount A
At31 December 2011 RF—FTZA=1-A 134,484 125,435 719 180,628 240 1836 3,699 70843 547,081
At31 December 2010 R=E-2£+-A=1-H 48444 126,594 31,659 198,060 1,03 1801 4,364 24994 436,939
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Notes to the Financial Statements (Continued)

5B R ()

For the year ended 31 December 2011 #Z —F——F 1+ _-H=+—H

15. PROPERTY, PLANT AND EQUIPMENT (Continued)  15. #73 - #eER=ZE (&)

The analysis of the cost or valuation at 31 December 2011 of the
above assets is as follows:

Leasehold Leasehold

land Buildings  improvements

BELH =
HKS000  HKS000

RENREE
HKS'000

s - 157,368 50570
WEE 134484 = =

At cost

At valuation

Plant and
machinery
BERRE

HK$ /000

3,113

EREAER=F-—FT=A=1+—AR
RASEE L SHIT

Furniture,
fixtures and
office
equipment
B BesE
RHAZRE
HK$'000

Construction
in progress

Motor
vehicles

Computer
equipment
ERIR 5t
HK$ 000 HK$000

Bkl
HKS'000

9497 6,405 9723 70883 677,179

134484

134,484 157,368 50570

3,113

9497 6,405 9713 70883 811,663

Leasehold land was stated at cost less accumulated depreciation as at
31 December 2010.

The Group's leasehold land was revalued at 31 December 2011 on
the open market value basis by reference to market evidence of recent
transactions for similar properties by an independent surveyor.

The carrying amount of the Group's leasehold land would have been
HK$48,861,000 (2010: HK$48,444,000) had they been stated at cost
less accumulated depreciation and impairment losses.

The carrying amount of property, plant and equipment pledged as
security for the Group’s banking facilities (including finance leases)
amounted to approximately HK$55,013,000 (2010: HK$32,371,000).

The carrying amount of plant and machinery and motor vehicles
held by the Group under finance leases amounted to approximately
HK$30,039,000 (2010: HK$32,372,000).

As at 31 December 2010, one parcel of land amounted to
approximately HK$7,548,000 included in leasehold land of which the
Group was in the process of applying for the land use right certificate,
which were not issued by the relevant government authority in the
PRC. The Group has obtained this land use right certificate during the
year.

HEXWR -_T-—TF+-_A=1+—R#
AR R ESIR

ARER-F——F+-A=+—BRA
FHEES B BN ARENEA
B ST BRI OB RES -

AEEMEE TR IRMEE £48,861,0007%
TT(ZZT—F4 : 48,444,00087T) © IR
BAR REHTE RBER B -

AN B BRE{E A2 #)55,013,000/8 7T (=
T—Z 4 1 32,371,000087T) I 2 - #
BERREEEHREARNERRITEE(R
ERVETE) I o

REBRBEREMEFHHERTERNRE
18 A 204730,039,0008 7T ( ZE—F4F -
32,372,000/87%) °

N-ZE—TE+-A=+—0 K&E=EHA
B — A 47,548,000 T H) L
H1F FR S T 05 AR - (BoRIEP B4R
BFHEEY -  AEERFREIRBED
T b fsF FAAERE o

Ka Shui International Holdings Limited - Z=ix BB =A% AR A 7



Notes to the Financial Statements (Continued)
iR M (&)
For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

15. PROPERTY, PLANT AND EQUIPMENT (Continued) 15. YJ¥ - HESE R E ()
AEBMZASLOHTOT ¢

The Group's leasehold land is analysed as follows:

2011 2010
-5 -z-%
HK$’000 HK$'000
FET FEr
In Hong Kong: NEE
Medium-term leases FREEE 19,684 13,669
Outside Hong Kong: REBIZIN
Medium-term leases FHEIRE 114,800 34,775
134,484 48,444
16. INVESTMENTS IN SUBSIDIARIES 16. ¥HKHEBARNKRE
Company
AT
2011 2010
—E——fF —FFF
HK$°000 HK$°000
FET FEr
Unlisted investment, at cost FEETRE (R ANETE) 10,000 10,000
Financial guarantee contracts BMEREREL 11,590 -
21,590 10,000

The amounts due from/to subsidiaries are unsecured, interest-free and FEl SERMBARZIEAEEE 8
have no fixed terms of repayment. T AF [ IS SRR o
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Notes to the Financial Statements (Continued)

5B R ()

For the year ended 31 December 2011 #Z —F——F 1+ _-H=+—H

16. INVESTMENTS IN SUBSIDIARIES (Continued) 16. HHEBLARNRE(E)
Particulars of the subsidiaries as at 31 December 2011 are as follows: R-ZE—F+_A=+—H HERA
BT
Percentage of
Issued and fully ownership interest/voting
Place and date of paid up share capital/ power/profit sharing
incorporation registered capital EfiEs/ RER/ Principal activities
S L2 A BRTRBERE /ZER bzl iERigsd TEEHR
Direct Indirect
EH [t
Ka Shui (Holdings) Company Limited ~ British Virgin Islands (“BVI") 369,093 ordinary shares of 100% - Investment holding
FhERERAR ERRLES U5$0.1 each REBR
([XBRXAE)) 369,0938 /R EE0.1 T
LRk
Ample Wealth Developments Limited ~ BVI 1 ordinary share of US$1 each - 100%  Investment holding
ESERARAR ERRNES 1RBREEIZT TRk RERKR
Ka Fung Metal Manufactory Hong Kong 10,000 ordinary shares of HK$1 - 100%  Manufacture of zinc alloy die
Company Limited &% each casting and plastic injection
RLBRENBERAR 10,0005 B RAE1 AT 2 products and components
LR EEHASBENERIEE
mREH
Ka Shui Manufactory Co., Limited Hong Kong 100 ordinary shares of - 100%  Sale of zinc, magnesium and
EhHRARAR BE HK$100 each aluminium alloy die casting
100k GREE 1002 and plastic injection products
LR and components
HER  BREGEEENYS
BIZEmREHHN
MG Technology (Shenzhen) The PRC Registered capital = 100%  Sale and manufacture of
Company Limited a5 HK$150,000,000 magnesium and aluminium
BeERR(RINERAR FEfE 7K 150,000,000/87C alloy die casting products and
components
HEREEGR A EBEE
mREHH
Ka Shui Technology (Huizhou) The PRC Registered capital - 100%  Inactive
Company Limited T HK$160,000,000 and paid up B
BRHE(EMERAR capital HK$ 140,000,000
M EA160,000,0008TRE
BE 140,000,000

@ Ka Shui International Holdings Limited - Z=ix BB =A% AR A 7



Notes to the Financial Statements (Continued)

AR ()

For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

16. INVESTMENTS IN SUBSIDIARIES (Continued) 16. HHEBLARNIRE(E)
Percentage of
Issued and fully ownership interest/voting
Place and date of paid up share capital/ power/profit sharing
incorporation registered capital FElbRs RERE/ Principal activities
e A BRORARKRA/ZRELR bziEERilg TEXH
Direct Indirect
EH# 5t
Elegant Shine Investments Limited BVI 1 ordinary share of US$1 each - 100%  Investment holding
TEREERAR EREIES 1RERAEIZT EER RERR
Ample Wealth Property The PRC Registered capital HK$6,800,000 - 100%  Inactive
Developments (Huizhou) Limited hE & 756,800,000/ TREK

BENERE(EMARAR

Ka Shui Technology Limited Hong Kong 10,000 ordinary shares of HK$1 - 100%  Investment holding
FRREERAR BE each RARR
10,000 SHREE T2
Wing Yu (Far East) Industries Hong Kong 100,000 ordinary shares of HK$1 - 100%  Provision of surface finishing
Company Limited B each treatment services
KHER)EFERAA 10,000 EREENELZ Rt RERERY
Ka Yi Technology (Huizhou) The PRC Registered capital - 100%  Sale and manufacture of
Company Limited FE HK$20,000,000 zinc and aluminium alloy
SRR (EN)ERAA FHFE 720,000,000 7T die casting products and
components
HEREERREAS
EEERRTHH
Cheong Fai (International) Steel Hong Kong 1 ordinary share of HK$1 each - 100%  Inactive
Company Limited BA 1REREE BT LRk ERERB

BE(ER)EHERAR
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Notes to the Financial Statements (Continued)

R BT A ()

For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

16. INVESTMENTS IN SUBSIDIARIES (Continued) 16. ¥KMBARNKREGE)
Percentage of
Issued and fully ownership interest/voting
Place and date of paid up share capital/ power/profit sharing
incorporation registered capital s RER/ Principal activities
SRR A BETRARRA/FRELR bzl iERigsd TEXH
Direct Indirect
E# 54
Ka Fung Industrial Technology The PRC Registered capital HK$2,000,000 - 100%  Sale and manufacture of
(Huizhou) Company Limited HE SHIPAA2,000,0007C products and components
RLTERB (BN BRAR with plastic contents
HEREESEER2
ERREHHN
Alphalite Company Limited Hong Kong 1 ordinary share of HK$1 each - 100%  Trading and marketing of light
RHRAARAR BE 1REREEET LBR emitting plasma lighting
products
fZlight emitting plasmai&Hi
ERESRTSHRE
Ka Shui Metal Manufactory (Shenzhen)  The PRC Registered capital - 100%  Sale and manufacture of zinc
Company Limited el HK$10,000,000 alloy die casting and plastic
EheBEn (R ERAR FEME 10,000,000 7 injection products and
components
HEREEHASERER

BRTEERRAS

Alphalite Incorporation USA 100 ordinary shares of US$1 each = 100%  Trading and marketing of light
20 100RERAEEBIZT EER emitting plasma lighting
products
fZlight emitting plasmai&Fi
ERZESRMAER
MG Technology (Shenzhen) Company Limited, Ka Shui Technology Bl@EZREORIDBERDF - B
(Huizhou) Company Limited, Ample Wealth Property Developments (BM)BRAR - SLMEREEMNE
(Huizhou) Limited, Ka Yi Technology (Huizhou) Company Limited, Ka RAR - EERREMNAERAR 22
Fung Industrial Technology (Huizhou) Company Limited and Ka Shui IEMBEEMNERA G AERSER M
Metal Manufactory (Shenzhen) Company Limited are wholly-foreign CRYINBRARABRFRBEK L2 INEEE
owned enterprises established in the PRC. 1=

@ Ka Shui International Holdings Limited - Z23x BIBR =A% AR A &



Notes to the Financial Statements (Continued)
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For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

17. AVAILABLE-FOR-SALE FINANCIAL ASSETS 17. AtHESMEE
Group
rEE
2011 2010
—E2——F —T-TF
HK$’000 HK$'000
FET FET
Unlisted equity, at cost FE_EMRAR R AT E) 8,303 8,303
Impairment loss REEE (8,303) (8,303)
Unlisted equity is carried at cost. The investee company has ceased AARFELEMRATHERTIS®RE - ME
business and the management has made full impairment loss for the BRAEEMBFVEEX AR - ARFES
investment. REERNFETRERASE - BEELTR
PIRE TR AN AR ©

18. DEPOSITS PAID FOR ACQUISITION OF PROPERTY,
PLANT AND EQUIPMENT
At 31 December 2011, included in deposits paid for acquisition
of property, plant and equipment was a deposit of approximately
HK$2.1 million (2010: HK$5.5 million) paid to a related company, Chit
Shun Machinery Limited, for the acquisition of machinery.

19. INVENTORIES

18.

19.

ANBEYER HBERREZ

®BE

R-ZB——F+-"A=+—0  #BEFE
BV WBERBHEZ RS DIEREE K
g M —MERE A REAER R EER A
B2 & #92,100,0008 L (—F—F

£ 1 5,500,0007T) ©

FE

Group

rEE
2011 2010
—E——F —E-TF
HK$’000 HK$°000
FET TFrET
Raw materials R 116,801 86,986
Consumables supplies and spare parts SHFEm K AT A 10,430 8,817
Work in progress TR 52,907 46,607
Finished goods SN 20,638 42,912
200,776 185,322
Less: Allowance for inventories B FERE (3,494) (2,565)
197,282 182,757
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Notes to the Financial Statements (Continued)

BT ERA MR (AR)

For the year ended 31 December 2011 2 —F——F+_-_A=+—H

20. TRADE RECEIVABLES 20.
The Group's trading terms with customers are mainly on credit. The
credit terms generally ranged from 30 to 90 days (2010: 7 to 90 days) HET - FERBTAEERLZANT
after end of the month in which the invoices have been issued. Each HEB30ERATE(ZE—ZTF : 7290
customer has a maximum credit limit. The Group seeks to maintain H) - ERFPHBLSEERE - A5H
strict control over its outstanding receivables. Overdue balances are B BRIR AR %UE*H&HXZFEW RIE - BE
reviewed regularly by the directors. The ageing analysis of trade MR FETEHRE c EREERH
receivables, based on the invoice date, and net of allowance, is stated 2 8 5 FEWGRIE (HRITN) 2 BREe KA

B 5 BRI
ARBEEPZ X ZIERHRBOMEET

as follows: ™

Group

E3
2011 2010
—g—-f  —T-%%
HK$°000 HK$°000
FET T
0 to 30 days LT E30H 133,472 96,799
31 to 60 days 31260H 66,535 25,334
61 to 90 days 61290H 42,282 16,830
91 to 180 days 912180H 29,209 14,756
Over 180 days 180H A 654 614
272,152 154,333

R-ZT——F+-A=+—0H  2HfEst
ORI E 2 B 5 EMGRIBEL B ELD
1,984,000/ 7t (= —Z 4 : 2,322,000
/%E)

At 31 December 2011, an allowance was made for estimated
irrecoverable trade receivables of approximately HK$1,984,000 (2010:
HK$2,322,000).

B 5 UK

IR B R 2 B1RK

Reconciliation of allowance for trade receivables:

2011 2010

—E——F —E—TF

HK$000 HK$°000

FET FET

At 1 January ®n—A—H 2,322 3,204

Allowance for the year charged to profit SFABREKRZAFERE

or loss 558 -
Amount written off during the year AR (276)

Reversal [o] 3 (635) (897)

Exchange differences b ZRE 15 15

At 31 December R+=ZR=+—H 1,984 2,322
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For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

20. TRADE RECEIVABLES (Continued) 20. EBEZEWFRIE(E)
As of 31 December 2011, trade receivables of approximately R—ZE——F+_A=+—8 %
HK$56,414,000 (2010: HK$29,860,000) were past due but not 56,414,000/ 0( —F—Z 4 : 29,860,000
impaired. These relate to a number of independent customers for 7T ) BI'E 5 e WK TR 7 e BB MR (B 1
whom there are no recent history of default. The ageing analysis of % - ZERIEER L 5l WENE R 4D 8K
these trade receivables, based on the due date, is as follows: BUEFER - SIHE 5 EKNFIERED
HEMRERSTET :

2011 2010

—E2——fF —E-TF

HK$000 HK$°000

FET FET

Up to 3 months 3fE A LAA 55,261 29,302

4 to 6 months 4Z6(8A 650 196

Over 6 months 6E AL 503 362

56,414 29,860
The carrying amount of the Group’s trade receivables is denominated BSREYGRBERERBEINUTIE, A

in the following currencies: I :
2011 2010
—=——fF

HK$’000 HK$'000

FET FET

HKS$ BIT 46,783 30,839

usD X7 206,578 104,704

RMB ARE 17,385 17,779

Others H 1,406 1,011

272,152 154,333
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R BT A ()

For the year ended 31 December 2011

T —=

E_F——F1+-A=1—H

21.

FINANCIAL (LIABILITIES)/ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

21.

BAFEFABEZRNERM (A
&) &E

Group
rEEH
2011 2010
—E——F —E—TF
HK$°000 HK$000
FET FET
Zinc forward contracts FERHEIE A (260) 8,292
Currency forward contracts RARINE S K (345) =
(605) 8,292

The above financial assets and liabilities are classified as held for
trading.

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

In addition, the Group has entered into forward contracts to sell RMB
and buy USD. The fair values of the derivatives are determined with
reference to the market forward exchange rate at year end and the
fixed forward rates stated in the contracts.

The notional amounts of zinc, RMB and USD to be acquired or sold
under contracts are set out below:

Zinc forward contracts FIRIE A

EHINES K

Currency forward contracts

Notional amount

tiiemEE;RBERFERER -

FERBANNNMERDH - TETAZR
FEAFRENERTERS QTR
BEEEBRETE °

N AEERITEBEAVAEARE R
BBAZETT - WAITETAZ A FENFREY
358 HAEE &} & #0R] A B0 [E] E 4= R &
BEE -

REAHNBUERHEZF -
TERESBEHIWT

ARB R

2011
—g——f

2010

Notional amount

BEREH BEDH

US$1,178,000 US$3,534,000
Sale of
RMB382,500,000
in exchange for

USD60,000,000 -
HEARYE
382,500,00032EY
60,000,0003 7T
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For the year ended 31 December 2011

22.

E_F——F1-_A=1—H

PLEDGED BANK DEPOSITS, RESTRICTED BANK
BALANCE 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. As at 31 December
2011, the deposits were denominated in RMB and arranged at fixed
interest rate of 3.3% per annum and therefore are subject to fair
value interest rate risk. As at 31 December 2010, the deposits were
denominated in HK$ and arranged at floating interest rates ranging
from 0.17% to 0.18% per annum and therefore are subject to cash
flow interest rate risk.

The restricted bank balance is a bank deposit serving as a guarantee in
favour of the custom office of Kunshan City, the PRC. The deposit was
denominated in RMB and arranged at floating interest rate of 3.1%
per annum and therefore is subject to cash flow interest rate risk.

As at 31 December 2011, the Group’'s pledged bank deposits,
restricted bank balance and bank and cash balances of
approximately HK$12,285,000 (2010: nil), HK$2,457,000 (2010:
nil) and HK$98,173,000 (2010: HK$77,099,000) respectively were
denominated in RMB. Conversion of RMB into foreign currencies
is subject to the PRC's Foreign Exchange Control Regulations and
Administration of Settlement, Sales and Payment of Foreign Exchange
Regulations.

The carrying amount of bank and cash balances is denominated in the
following currencies:

22.

EEFRITFER - ERFEIERITHE
MERITRRESER

REEE EIFIRITIF ZIE BN GRS B ]
KM F27BEEASEARGBIRITEEM
ERFRITOER - RZE—F+=A
=+t—H8 ZSETERAAREBEA -
LAFE R 3.3% M Bl EF K518 - BZA®
ZAFEMNERRR RZZT—ZF+=A
=+—HB - ZEEZABITAEM - UF
FE0.17%E0.18% M FB FIEETE » K
BASBEREFERR

BRHBRITERREPER LTS
ERERZRITER - WEFRRARE
BB WAFMEI1%H)ZE S 5T
B AR RENEREE

R-ZB——F+_-_A=+—8  K&E
MAR¥EBEMNZ DEBRITER - &
FRERITARA R RIRITRIBSEHD B
12,285,000 L (=T —FF : &) -
24570008 T (2 —ZF : #) R
98,173,000/ 0(—ZF—Z 4 : 77,099,000
EIT) o ARMEHIINE Z o B SN E B 12
0 R 45 0E - SE RES BT AR
#l o

RITMREERZEHEATIERRE

I :

Company
KA F]

2010 2011 2010
—E-TF ZEB——F —ZT-ITF
HK$’000 HK$°000 HK$'000 HK$'000
FET FET FET FEr
HK$ BIT 23,890 10,417 261 387
usD ETT 39,961 33,479 - =
RMB AREE 98,173 77,099 - -
Others Hib 2,667 1,537 - =
164,691 122,532 261 387

The bank and cash balances earned interest at floating interest rates
ranging from 0.01% to 0.5% per annum (2010: 0.01% to 1.98% per
annum).
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Notes to the Financial Statements (Continued)

RS ERRMEE(E)

For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

23. TRADE PAYABLES 23. EBEZEAMARE
The ageing analysis of trade payables, based on the date of receipt of B S EMNFRIBEKE B G E R RR DT
goods, is as follows: mr
Group
rEE
2011
—EgE——F
HK$’000 HK$'000
FET FET
0 to 30 days LF30H 60,348 85,929
31 to 60 days 31260H 78,525 33,769
61 to 90 days 61290H 10,484 5,682
91 to 180 days 91£180H 3,636 169
Over 180 days 180H LA 642 680
153,635 126,229

B RNFRREENA TG REN

The carrying amount of the Group’s trade payables is denominated in
the following currencies:

2011 2010
—E——fF —E-TF

HK$’000 HK$°000

FET FET

HK$ BT 7,339 23,952
usb E 44,215 39,045
RMB AR #& 100,206 59,644
Others EHh 1,875 3,588
153,635 126,229
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For the year ended 31 December 2011 2 —&F——F+_-_A=+—H

24. DUE TO A RELATED COMPANY 24, @ﬁ@ﬁﬁ@ﬂ%lﬁ
Particulars of the amount due to a related company are as follows: e E SIEFFBAT ¢
Group
rEE
2011 2010
—ET——F —E—FF
HK$°000 HK$'000
FET FET
Chit Shun Machinery Limited TR B AR AR 723 1,456
The amount due to a related company is unsecured, interest free FETRRE N R SRIE AR - ﬁag KA
and repayable on demand. Mr. Lee has joint control in the related EERERNHER - THEEBEARE
company. B EES -
25. BANK BORROWINGS 25. RITER
The analysis of the carrying amount of bank borrowings is as follows: RITIEROREES AT
Group
rEE
2011 2010
—Z2——F —E—FF
HK$°000 HK$'000
FET FET
Current liabilities RENEE
Portion of bank borrowings due for AR —FRNE|EEERRIT
repayment within one year BEhs 177,538 91,722
Portion of bank borrowings due for AR —FRIBERNEER
repayment after one year which contains ESRIEBIFRAVIRTT
a repayment on demand clause BREs 79,258 33,129
256,796 124,851
The interest-bearing bank borrowings, including the bank borrowings AERITER(BREAREREENIRIT
repayable on demand, are carried at amortised cost. None of the B IR # AR - AR —FEE
portion of bank borrowings due for repayment after one year which HEENBESRERKERERADEARR
contain a repayment on demand clause that is classified as current HEENRITERBIEMBAR—FR
liabilities is expected to be settled within one year. AE e
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For the year ended 31 December 2011 #Z —F——# 1+ _-H=+—H

25. BANK BORROWINGS (Continued) 25. SRITER(E)
At 31 December 2011, interest-bearing bank loans were due for RZE——F+ZA=+—8 ' JHEE
repayment as follows: EFERITERAOT -
2011
—E——f —E—TF
HK$°000 HK$°000
FET FET
Portion of bank borrowings due for AR —EREHEENIRTT
repayment within one year BREs 12,285 =
Portion of bank borrowings due for BRERI R —FREHEED
repayment within one year which contains RITERHB D
a repayable on demand clause 165,253 91,722
177,538 91,722
Portion of bank borrowings due for BRERS R —FNEHEED
repayment after one year which contains BERERERIERE R
a repayment on demand clause (hote a): B (Hiita)
After 1 year but within 2 years —FZBEMEZA 39,244 11,683
After 2 years but within 5 years MEZBEBERFEZA 36,330 16,463
After 5 years RFEZE 3,684 4,983
79,258 33,129
256,796 124,851
Note a: Hita -
The amounts due are based on the scheduled repayment dates set out in R SENIRE RSN TE BRI AE
the loan agreements and ignore the effect of any repayment on demand M W AR E SRS R 2 -
clause.
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25. BANK BORROWINGS (Continued)

One (2010: one) of the bank facilities is subject to the fulfilment 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 bank 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.

The Company regularly monitors its compliance with these
covenants, is up to date with the scheduled repayments of the
bank borrowings and does not consider it probable that the bank
will exercise its discretion to demand repayment for so long as the
Company continues to meet these requirements. Further details of the
Company’s management of liquidity risk are set out in note 5(d). As
at 31 December 2011 none of the covenants relating to drawn down
facilities had been breached (2010: nil).

All bank borrowings were arranged at floating interest rate except
one bank loan of HK$12,285,000 (2010: nil) which is arranged at
fixed interest rate. The range of the interest rates per annum at 31
December was as follows:

25.

RITER (,%a)

—(E(ZF—FF : —@)RITHEVER
fﬁ‘éﬁ%ﬁ$%@ BTUBL R 2HE - %
EXFBENES BT 2 BERHE
PR - WAKEEZEREBEE  AIED
AZBEBEERERER - I AR
EETEREHBZEERPELETERA
MG R ERER ERARGEEEROE
A mERASEERETHLERGTERE
TEEERE -

AREBFHRERNERHE BT WRE
RITERNRTESRBEHEE - £EE
HARSEREOBERT » AEELTRBA
RITEITEEEREENERN - AEE
EHREE R E e B E N M T
5d e R=F——Ft+-_A=+—0 " #

EERYRARERRE I RECDHWER(Z
T-TFH|)

BT —IE12,285,0008 T ( —E—F4F :
) ZIRITERABER KT BN - B

RITERDIREBNEREFE - R+ A
=+t —AMFENEBELNT

FEFIE
B

Floating rate
Fixed rate

The carrying amount of the bank borrowings is denominated in the
following currencies:

1.7% t0 3.9% 1.7% 10 2.9%
3.3% =

RITEFREMEN T EE R EEN

2011 2010
—B——fF —EZF

HK$’000 HK$'000

FET FEr

HK$ BT 223,078 111,479
usD E 21,433 13,372
RMB AR 12,285 =
Total 45T 256,796 124,851
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26.

OBLIGATIONS UNDER FINANCE LEASES 26.

Obligations under finance leases are repayable as follows:

BB AR
RMAROEENERADT :

Group

REE

Minimum lease Present value of
payments minimum lease payments

REEER REHEERRE

2011
S
HK$’000

2010 2011 2010
—E-TF —ZB——-F5 ZZE-EF
HK$°000 HK$°000 HK$°000

FET

Within one year or containinga —FRHBESILENK

TETT FET TETT

repayment on demand clause BE 71 7,284 12,007 7,089 11,953
In the second to fifth years, FE-FEERF
inclusive (BEEEMSE) 5,422 - 5,305 -
12,706 12,007 12,394 11,953
Less: Future finance lease charges i : KRR E AL (312) (54) N/A N/A
Present value of lease obligations FH#)&EIZIRE 12,394 11,953 12,394 11,953
Less: Amount due for settlement Jg : 121@ 8 A Z|Hi4EE
within 12 months or FIEHBER
containing a repayment ESREER 2R
on demand clause (shown G EREERE)
under current liabilities) (7,089) (11,953)
Amount due for settlement after 1210 7 & 3| #A4% & 58
12 months 5,305 -

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 4
years.

At 31 December 2011, leases of approximately HK$12,394,000 (2010:
HK$11,886,000) were arranged at floating rates, thus exposing the
Group to cash flow interest rate risk. At 31 December 2010, lease
of HK$67,000 was arranged at fixed interest rates and exposed the
Group to fair value interest rate risk.

AEENHRENRERNTAMEELS
THERERAE  FHREFHR3E4
& o

RZBE——FE+-A=+—8 "8
12,394,000/87t( —ZE—Z 4 : 11,886,000
BT MBANIRZB AR R - HASEE
AREBRSREMNERR - RZT—ZF
+=—A=+—H ' 67,0008 THELIZE
EFMEETE  MASEEREAFERNEX
[ o
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26.

27.

E_F——F1-_A=1—H

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

26.

BB EE (&)

FMEIMAT -

Bl EF| R A
B FLY

Fixed rate leases
Floating rate leases

- 7.0%
1.8% t0 2.0% 1.9% t0 2.3%

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 at the carrying amount of
approximately HK$30,039,000 (2010: HK$32,372,000).

BANKING FACILITIES

As at 31 December 2011, the Group had available banking facilities
of approximately HK$461 million (2010: HK$419 million), which were
utilised to the extent of approximately HK$260 million (2010: HK$135
million). These banking facilities were secured by the following:

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

(b) the Group’s bank deposits of approximately HK$12 million
(2010: 2 million);

(@] a property situated in Hong Kong owned by the Group;
(d) lessors’ title to the leased assets under finance leases; and
(e) guarantee from the Government of Hong Kong Special

Administrations Region Under Special Loan Guarantee
Scheme.
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27.

MDA BT E R AW AT
HREELHE -

EEBMEMEREINETAE -

AEENOBEBROAEALEANE
EAEMAREMERER  EMEAR
30,039,000/ 7T (=2 —Z4 32,372,000
BIT) °

RITEE
R_ZT——F+_A=+—8  KA&EH7A
FAMIRITIEE#/A461,000,0008 7T (=
T—T4F 1 419,000,000/ 7T) © MEBA
B 8158 49 /4 260,000,000 L ( —E—F
£ : 135,000,000/ 7C) ° WWEHERITEE
TFIE B EAER

(a) ARF RAR R FLH BRI R
COVNSIF

(b) AEBHIRTTFF4)12,000,0007
Jo(=Z—Z4F : 2,000,000/ 7T) :

(© REBHEAN—BBBYE

d) HHEAREREROLBOEEMN
B R

e  BERITHREBERIERE
ReETEI TR AIFELR -
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28. DEFERRED TAX LIABILITIES 28. EEBIBEAEE
The followings are the major deferred tax liabilities recognised by the AT RAEBRERNE RN EZRTN
Group, and the movements thereon, during the year: EHAGBREEREREY

Revaluation of Accelerated
leasehold land tax depreciation Total
HELH

EBEEM IEBIBITE e
HK$'000 HK$'000 HK$'000
FEIT FEIT FEIT

At 1 January 2010 RZE—ZTF—H—H = 1,608 1,608
Charge to profit or loss BFENB=INR(AEE10)
for the year (note 70) - 780 780
At 31 December 2010 and R-ZE—ZF+-A=+—H
1 January 2011 r=—F——F—H—H - 2,388 2,388
Charge to equity for the year B F =R 16,878 - 16,878
At 31 December 2011 WR-_ZE——F+-_HA=+—H 16,878 2,388 19,266
At 31 December 2011, the Group had unused tax losses of RZT——F+=ZA=+—H &§H
HK$32,434,000 (2010: HK$20,495,000) and deductible temporary BARE AR IEEIE32,434,0008 L (=&
differences in respect of the pre-operating expenses of the PRC —ZF : 20,495,000 70 ) K B K
subsidiaries of HK$779,000 (2010: HK$742,000) which are available BARZHAEXRNERA ARG ER 8
for offset against future profits. The Group also had deductible 779,000 (= F—F 4 : 742,000/ 7T)
temporary differences in a Hong Kong subsidiary of HK$1,172,000 ARG - AEE—FEHRBEA
(2010: nil). No deferred tax asset has been recognised in respect of RIATIBR BRI £ RE /51,172,000 0 (=&
these tax losses and deductible temporary differences due to the —TF E) WERZENEBERA
unpredictability of future profit streams. The unrecognised tax losses MREGR ZRERRRELEHIEEE - AAR
of approximately HK$32,434,000 (2010: HK$20,495,000) will expire as BEETE R ACEAMRA o REERTIEEIBL
follows: 32,434,000/ 0(— & —Z4F : 20,495,000

ABTDRR T HR R

2011 2010

-5  -T-TF

HK$°000 HK3$'000

FET FET

Year 2012 —E——F 1,779 1,779
Year 2013 —E—=F 1,649 1,649
Year 2014 —E—NF 7,198 7,197
Year 2015 —E—A0F 9,870 9,870
Year 2016 ZERE 11,938 =
32,434 20,495
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28.

29.

E_F——F1-_A=1—H

DEFERRED TAX LIABILITIES (Continued)

At 31 December 2011, the aggregate amount of temporary
differences associated with undistributed earnings of subsidiaries
for which deferred tax liabilities have not been recognised is
approximately HK$111,000,000 (2010: HK$53,821,000). 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.

FINANCIAL GUARANTEE CONTRACTS LIABILITIES

Financial guarantee contracts at fair value

28.

29.

BAFEAENRERREL

EEBIBEEE(E)
R-_T——F+_-_A=+—0 HHBEAQ
AIARDIRBFBEMRERECHIEAE
2 FaRs =54 ££49111,000,0008 L (=&
—Z4F : 53,821,000870) © WERL I SE
EHERAE  REABAEBEET HIGR
ERMOR - MZEBEETATRER T R A
BB -

BMERRENEE

Company
KAT

2011 2010

T4
HK$'000
FEIT

—=——fF
HK$000
FRET

7,839 S

Financial guarantee contracts liabilities represent the fair value of
the financial guarantees provided by the Company in favour of
certain banks and financial institutions for the banking facilities and
obligations under finance leases of the subsidiaries of the Company
at the inception date of the borrowings. As at 31 December 2011,
the extent of the facilities granted by the banks and financial
institutions amounted to HK$449,148,000 (2010: HK$419,491,000)
and the amounts utilised was approximately HK$247,542,000 (2010:
HK$135,118,000).
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30.

SHARE CAPITAL

30.

€N

Number of

shares Amount
ot |
HK$°000

FET

B BE

Authorised: EE
Ordinary shares of HK$0.1 each BREE0NEITHE AR
At 1 January 2010, RZZE—ZF—-—H—H-

31 December 2010 and == $$+ A

31 December 2011 =t+—BRZT—F

+—A E‘f“— H 5,000,000,000 500,000

Issued and fully paid: BEITRAZ
Ordinary shares of HK$0.1 each FREEEO. BT T B
At 1 January 2010 RZE—ZTF—H—H 880,000,000 88,000
Issue of shares upon the exercise of RITEREIREmEETT 2

share options EERES (a) 2,629,400 263
At 31 December 2010 and 1 January HRZ-ZE—ZF+_-_A=+—H

2011 &:33* F—H—H 882,629,400 88,263
Issue of shares upon the exercise of ITE BN MmEETT

share options jé.t B @) 5,476,000 548
At 31 December 2011 i —F+-_A=+—H 888,105,400 88,811

(a) During the year, 5,476,000 (2010: 2,629,400) ordinary shares
were issued at HK$0.415 (2010: HK$0.415) per share as a result
of the exercise of share options of the Company.

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.

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.

€) RER - ARTERARBREM
LA0AISEB L (ZT—FF : 041574
JC) 3175,476,000 (— T —ZF :
2,629,4000% ) & iBAT °

AEBERHERABRRAER G5B
e M D& IF A B AR AL RiES
RIS RORE 3R o N5 [E Y B R B E £
EFER -

AEENBEARBEERERERRSIA

B RAAFESRA ARGES 82158
BITRA - RERREAEN - RRFES

FEFRN —REARRE - RETRE
i BEEREARAREBERELRN
R - RIBEENES - ARERERIK
MRS~ BITHRRIEE D A KRBT
BIRSEORAER  EAFEHREER
R - AEEMBRFEEL R (AER
SRR AL R ) BT HEEI30% ©
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30. SHARE CAPITAL (Continued) 30. MA(#E)
The net gearing ratio at the year end is as follows: REREFEELLRMT
2011 2010
—®——% -T2
HK$’000 HK$'000
FET FET
Debt (a) B fE) 269,190 136,804
Less: Bank and cash balances B SRTT IR AR (164,691) (122,532)
Pledged bank deposits BEMRITIER (12,285) (2,232)
Restricted bank balance BIREIEEITER (2,457) -
Net debt AEFE 89,757 12,040
Equity (b) 1#24(b) 724,456 603,438
Net debt to equity ratio (B R B S L R 12.4% 2.0%
(a) Debt is defined as bank borrowings and obligations (a BT E AR B N R BRE U 3
under finance leases, as detailed in notes 25 to 26 to the BRLEE  BEFBEHN G
consolidated financial statements. TSR MIFE25226 ©
(b) Equity includes all capital and reserves of the Group. (b) R BEARNEETE AR R -
The only externally imposed capital requirement for the Group is to AR E M — (A INEIE 2 BRI E RIRIE A
maintain its listing on the Stock Exchange and have a public float of at REER Pz i REBF N DR25% 2
least 25% of its shares. RBFFRE -
31. RESERVES 31. f#fE
(a) Group (@) #A&EH=
The amounts of the Group’s reserves and the movements REERFERIERAEZ SR
therein are presented in the consolidated statement of FETERERRGEEREER
comprehensive income and consolidated statements of 25 -

changes in equity.
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31. RESERVES (Continued)
(b) Company

31.

ki (&)
(b) ZE2F

Share
Share option Retained
premium reserve profits Total
gyt BRERE REBER ag
HK$000 HK$'000 HK$'000 HK$'000
FET FET FET FET
At 1 January 2010 R-ZE—ZF—A—H 198,589 13,352 749 212,690
Issue of shares upon the exercise Eéﬁﬁﬁ%ﬂ%gﬁﬁ
of share options BT ER 828 - - 828
Recognition of share-based EEE%B(H%%&%ZMIE
payments - 872 - 872
Forfeiture of share options BU 2 BBk - .111) 2,111 =
Exercise of share options 1T 7 B 334 (334) = =
Profit for the year F R = = 20,441 20,441
Dividends paid BRRE - - (21,151) (21,151)
At 31 December 2010 RZE—TF
+=-A=+—H 199,751 11,779 2,150 213,680
At 1 January 2011 —E—4%—H—H 199,751 11,779 2,150 213,680
Issue of shares upon the exercise EAﬁﬁﬂﬁﬂx%ﬁ'ﬁ
of share options BT LR 1,725 - - 1,725
Recognition of share-based R AR E 2 208
payments - 27 - 27
Forfeiture of share options YU B = (10,605) 10,605 =
Exercise of share options 1T 7 B 584 (584) =
Profit for the year F R - - 82,571 82,571
Dividends paid BARERE - - (34,254) (34,254)
At 31 December 2011 R-T——%F
+=A=+—H 202,060 617 61,072 263,749
(c)  Nature and purpose of reserves (0 REZMEREN
(i) Share premium (i) PR 43 3% 18 B N
Share premium represents premium arising from the B EENERESRE
issue of shares at a price in excess of their par value IREERERZEITRD M
per share. Under the Companies Law of the Cayman ELEREE - RIBFS B
Islands, the funds in the share premium account of SRANE  RABBRG
the Company are distributable to the shareholders of HBERNES A DIKT
the Company provided that immediately following ENNSIEE S
the date on which the dividend is proposed to be BEZDIRZBR AR
distributed, the Company will be in a position to pay FIZBBRENEENARER
off its debts as they fall due in the ordinary course of iR B HAR & o
business.
(i)  Merger reserve (i) AOHEE
The merger reserve represents the aggregate of (i) SO REEEATMEANLE
the nominal value of the shares issued by Ka Fung M:(mE2LBHMME
Metal Manufactory Company Limited on 18 January RAFKR_FTRAF—A
2005 in exchange for the business of Ka Fung TNEABRREESEA
Metal Manufactory, an unincorporated partnership fn R (— I FIR A AR

established in Hong Kong and controlled by Mr. Lee
and; (i) the nominal value of the shares issued by the
Company in exchange for the entire shareholdings of
Ka Shui (Holdings) Company Limited.

RIMAR AR EEE
B - WA FERARRS]) 2
%M BEITHORMDEE

KA R B RBERERE
B (f2h) BR A B 236
IRHE M A THAR D EE ©
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31. RESERVES (Continued)
Nature and purpose of reserves (Continued)

()

(iii)

(iv)

(v)

(vi)

(vii)

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. 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(g) to
the financial statements.

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.

Revaluation reserve

The revaluation reserve has been set up and is dealt
with in accordance with the accounting policies
adopted for leasehold land in note 3(d) to the financial
statements.

32. SHARE-BASED PAYMENTS

Equity-settled share option scheme
Pre-IPO Share Option Scheme
The Company operates a pre-IPO share option scheme (the
“Pre-IPO Share Options Scheme”) for the purpose of providing
incentives and rewards to eligible participants who contribute
to the success of the Group’s operations. 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.

(a)
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31.

32.

e (&)

(c)

EEzEERENE)

i) EXRE
BEXNEREASEKER
CLBRMMARARR
FEoEAMBOBBE
REERHYRE -

(iv) EREE
EHFEERERARES
INETE SRR EARN
FTEEREZRE - ZSHE
1R 5 B 75 % 3% BT 5 3(<) i)
IRt BRI o

(v) BREHE
B R BERET R
RIMFE3 (o) iR E
VAR AD 32 A5 ) SRR T 5% 4
VR AR R TR
SEREMARITEBELE
EE R AT BHENRF

(vi) CEERE
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FEBREINIEIE D ED
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BRI A B & 51 A ) R AK )
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BEEEEHEES HEZ2
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BEFMERMS0% A IE
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(vii) EfhfREE
R BHREEIRER T
WRMEAMHBBEHE
TR S EHBUR ©

LIRS E 2 FUR
BAURAD 32 A% Z BB IR T &1

(a)

BHRABERABRETS

AA RIRRAL B R A R AR A BE A AE
BECN=PNGEE -1
211) - B WER A AL BRI
BIEHERMA BRI EEIRHE
Bk - A ERSREEREARE
EREERAARMITES - HXAQ
FERATEE R AERT 8 T BB REE,
R-EZELF XA —HEF594L
AN o AR ATTEU S EIER
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32. SHARE-BASED PAYMENTS (Continued) 32. URBEEE2FIE(E)
Equity-settled share option scheme (Continued) AR 2 A3 2 BB IR R =t & (4R)
(a) Pre-IPO Share Option Scheme (Continued) (a) BIRAMERAIEREST 2 (F)
Details of the specific categories of options are as follows: BN EBARFENT
Fair Number of
value at Exercise  share options
Category of grantee  Date of grant Vesting date Exercise period grant date pricc  outstanding
REHAH 5]
ARAER RitiAH FEAS (xid ] ZRTE TEE by HE
HK$ HKS
BT BT
Executive directors 1 June 2007 27 June 2008 27 June 2008 to 26 June 2011 0.59 081 =
BES ZETHERA-R ZETN\EAAZTER ZEENESRACTEAE
ZZ—4~AZTRA
Executive directors 1 June 2007 27 June 2010 27 June 2010 to 26 June 2011 0.61 081 -
BITES “2Z+E5A-R ZEENEAACTER ZEEAESAAZTERZE
ZE——4RAZTRA
Executive directors 1 June 2007 27 June 2011 27 June 2011 to 26 June 2011 0.63 0.81 -
BES “TTHERA-A TE-BERASTER CE-EERA-THAE
ZZ——4¥XAZTRR
Senior staff 1 June 2007 27 June 2008 27 June 2008 to 26 June 2011 0.59 081 -
ERBE ZETHERA-R ZET\EAAZTER ZEENERACTHEAZE
ZT—4~AZTRA
Senior staff 1 June 2007 27 June 2010 27 June 2010 to 26 June 2011 0.61 0.81 -
EECE “2Z+55A-R ZEENEAACTER ZEEAESNAZTERZE
ZE——%~AZTRA
Senior staff 1 June 2007 27 June 2011 27 June 2011 to 26 June 2011 0.63 0.81 -
B E ZETHERA-A TE-BERASTER CE-EERA-THAE
“Z——4XAZTRR
Junior staff 1 June 2007 27 June 2008 27 June 2008 to 26 June 2011 0.55 081 -
NRBE “ET+55A-A ZZENERAZTER  ZEEN\ERA-TtAZE
ZT—4~AZTRA
Junior staff 1 June 2007 27 June 2010 27 June 2010 to 26 June 2011 0.59 0.81 -
NRBE “2Z+55A-R ZEENEAACTER ZEEAESAZTERZE
ZZ——%~A=TRA
Junior staff 1 June 2007 27 June 2011 27 June 2011 to 26 June 2011 0.63 0.81 =
NRBE ZETHERA-A “F-FFRA-+HRA  ZE-TERA-TtAE
S Yl N
The fair values of the options were determined at the dates of AR AT ERE L B B AR
grant using the Black-Scholes option pricing model. e —HRETEREEEREAETE
The following assumptions were used to calculate the fair THRFARGTEEREATE -
values of shares options:
Exercise price HK$0.81 IE(E 0.817%7T
Expected life 2.5-3.5 years TEETF A 2.5-3.54F
Expected volatility 46.94% SEER L] 46.94%
Dividend yield 1.70% [ EETES 1.70%
Risk-free interest rate 4.38% R A2 4.38%

@ Ka Shui International Holdings Limited - Z23x BIBR =A% AR A &
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32. SHARE-BASED PAYMENTS (Continued)
Equity-settled share option scheme (Continued)

(a)

(b)

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

The share options lapsed at the expiry of the exercise period
on 26 June 2011.

Details of the share options outstanding under the Pre-IPO
Share Option Scheme during the year are as follows:

32.

2011

Number of

share options exercise price

BEREHA

Outstanding at the beginning of F#R{T{E

AR 45 B 2 5R0R (AR)
BARR A2 2 {4 2z B R pE =t 8 (4]

(a)

Weighted
average

¥
THEfE

BIRABFERABRE B (H)
FA - HEREE X CRERAE
Rt B T KL AR AR AE o

BERERERBAEHRE —FT——F
NRAZTRBEERK -

FARNBERAFERBIERE S
TZHRITEBREFBDT

2010
Weighted
average
exercise price
I
FBRERE 17218
HK$ HK$

Number of
share options

BT BT

the year 17,182,000 0.81 17,402,000 0.81
Forfeited during the year FRRIK (17,182,000) 0.81 (220,000) 0.81
Outstanding at the end FHARITEE N/A

of the year - @A 17,182,000 0.81
Exercisable at the end FLRAITE N/A

of the year - TEHA 17,182,000 0.81

No option has been exercised during the year (2010: nil). The
options outstanding at the end of 2010 have a weighted
average remaining contractual life of 0.5 year.

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

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 (ii) 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.
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32.

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

(b)

Share Option Scheme (Continued)

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 of 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.

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.

32.

LIRS E 2 7E ()
LURRAD A% iz B IR 4 =1 81 (4]

(b)

REaRERT & (F)

RITEE AT B RIERE I AT 8IS
B R A R BIR D B RO
B2 R T AR AT B RcAE T A 3%
THRRERNEE - AT FEE
ARRARANEDEITHRMD30% ° 1R
BRERERTS - NER+TZEAH
B AT TRBREAEIRAE
R2EENRSRNEBE LRAR
RANEFEEITRMA1% © E—
R BB LR ARB R AERR
RABERAE EHUA -

MAARES  (THARKEEZR
R FESEMTMHEALED
MBI - BB IERITES SR
BEERTTATHELT o AN - FAME
+ =@ ABEARRARR T EZRE
S IEMITE R SR SR
BATRTREMBERAE - (HiBh
QA EEE BTN AY0.1% 3%
(B (R B BAR R B &5 I m
{B5HHE ) 81B5,000,0008 L& @ 78
R R E LR T A
1T

B AR AV B K BB B
AP =% % B AV IR A AT
BEBRSEEERR  ERZABF
Him & 1% = (& % B R{EH RO EM
ARSI - BAZAN N B %R S
BT FHHRATHAER2EE
PME(TE 3 B - EHERIE -
TERAERZEENSRENS
BNZIEBA) o IRAET 8RB
10FEmR - T/ELEL T
AT A BRA o

AERAZNEH10BTHREA
RER  ROBRENEOEEE
S - BRBRENTTERHE
EEE  WHRAREFNSEE A
BEME THRBIREHRLG - MEH
BEI NSRRI BREZ N A S
FBET104F o
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32. SHARE-BASED PAYMENTS (Continued)
Equity-settled share option scheme (Continued)

(b) Share Option Scheme (Continued)
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

F+ZA=1+—H

32. LARBEEZE o FHIE(E)
PR3 2 44 2 BB PR 5T (48 )
(b)  EERREES-EI(E)

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.

Details of the specific categories of options are as follows:

Category of grantee

ERASER

Executive directors 13 March 2008
HTEF ~F3)\F=A1ZA
Executive directors 13 March 2008
B —ZZ\#=A1=H
Executive directors 13 March 2008
TR ~FF)\F=A1ZA
Senior staff 13 March 2008
BREBE —“ZE\E=R+=H
Senior staff 13 March 2008
BREBE —“ZE\E=Rt=H
Senior staff 13 March 2008
BREE —“ZE\E=R+=H
Junior staff 13 March 2008
NEBE —ZZ/\#=At=H
Junior staff 13 March 2008
NEBE —FZ/\#=At=H
Junior staff 13 March 2008
NEBE “ZZ/\#=At=H

The fair values of the options were determined at the dates of

Date of grant

RHiAH

Vesting date

BEAH

13 March 2009

—“ZENEZRT=H

13 March 2010
—Z-Z#=-f+=H

13 March 2011
“F-—4zAt=8

13 March 2009
“EZNE=AT=H

13 March 2010
—Z-Z#=-f+=H

13 March 2011
“F-—4zAt=8

13 March 2009
ZEZHhE=AT=H

13 March 2010
—Z-Z#=-f+=H

13 March 2011
“F-—4zAt=8

grant using the Black-Scholes option pricing model.
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RRELRE -
Bl ARBERFHBNT

Exercise period

e

13 March 2009 to 12 March 2018

“ZENEZRT=HE
“F-\§=A+ZH

13 March 2010 to 12 March 2018

—Z-FFE-Rt=HE
ZF-\¥=A+ZH

13 March 2011 to 12 March 2018

“F-—4ZfzRE
ZF-\¥=A+ZH

13 March 2009 to 12 March 2018

“ZENEZRT=HE
ZF-\§=A+ZH

13 March 2010 to 12 March 2018

“Z-FFZRt=HE
ZF-\§=A+ZH

13 March 2011 to 12 March 2018

“E-—4=f=RE
—F-\§=A+ZH

13 March 2009 to 12 March 2018

“ZENEZRT=HE
ZF-\§=A+ZH

13 March 2010 to 12 March 2018

“Z-FFE-Rt=HE
ZF-\§=A+ZH

13 March 2011 to 12 March 2018

“E-—4=f=RE
ZF-\¥=A+ZH

Fair

value at
[EIEL
REHAH
20¥E

HKS$

BT

0.13

0.13

0.13

0.13

0.13

0.13

0.1

0.12

0.12

Exercise
price

T
HKS

A7

0415

0415

0415

0415

0415

0415

0415

0415

0415

BRENTEEHESET - BT
BEROREBREZRN 2 BAR
BB VT ¢ (i) B3
BA R HIAT R EE X B AR RN

5 52 P B F A T B ¢ R Gii) A
RE DB B HREE (AR
BERE) o

AR A A BRI S N AR

Number of
share options
outstanding
)3
BREXE

540,000

405,000

405,000

815,200

612,900

780,900

795,600

613,500

621,900

BREN X FENR G B HERA

N -SRI EERAEE -
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32.

E_F——F1_A=1—H

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

(b)

Share Option Scheme (Continued)
The following assumptions were used to calculate the fair
values of shares options:

Exercise price HK$0.415
Expected life 3.5-6.5 years
Expected volatility 55.42%
Dividend yield 5.25%

Risk-free interest rate 2.005%-2.176%
Expected volatility was determined by calculating the historical
volatility of share prices of comparable companies with shares
listed on the Stock Exchange and engaged in the similar
business of the Group. The expected life used in the model
has been adjusted, based on the Group’s best estimate, for
the effects of non transferability, exercise restrictions and
behavioural considerations.

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

32.

IR EEE 2 7H ()
BARR 42 2 13 2z BB R fE = 81 (4]

(b)

BB E (F)
TOBRRAN G EREREATE

I E 0.4157 7T
TERTEHA 3.5-6.54F
TERTEIE 55.42%
& BBl ¥ 2 5.25%

R b = 2.005%-2.176%
TERHR IR JhiE Bt E R D B R AT
T B AT B RS S A E AL
AERARMNRENBTKEE
TE o FLIEEEEME « {TERBIRITA
ZEME REASEORERS
T FAZEXNTET FHEED

B -

BERREATEBAERT ANEE
Hi M WRNBEASIIES I ©
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32. SHARE-BASED PAYMENTS (Continued) 32. LUREEEZFIE(E)
Equity-settled share option scheme (Continued) LU 243 2 B8 R R =t &1 (4R)
(b)  Share Option Scheme (Continued) (b) BRRELTEI(E)
Details of the share options outstanding under the Pre-IPO FARBERXAFERATBRERT S
Share Option Scheme and Share Option Scheme during the K EARFERT 8T 2 i RTT IR R i
year are as follows: FHEOT

2011
—E——F
Weighted Weighted
Number of average Number of average

share exercise share exercise

options price options price

nfEF IREF15

BREHE T8 RS R 1T1EE
HK$

BT BT

Outstanding at the beginning FUIRITE

of the year 11,242,000 0.415 14,678,000 0.415
Forfeited during the year FRRIK (176,000) 0.415 (806,600) 0.415
Exercised during the year FRITE (5,476,000) 0.415 (2,629,400) 0.415
Outstanding at the end of the year & KTT{E 5,590,000 0.415 11,242,000 0.415
Exercisable at the end of the year ~ F#XA[{7{ 5,590,000 0.415 7,127,200 0.415

Number of share option exercised during the year was FRHS5,476,0008 I ETE (=
5,476,000 (2010: 2,629,400). The options outstanding at T—FF : 2,629,400) o F4KFT
the end of the year have a weighted average remaining {EBE R RE B DN L1 RIfA & #FE HA
contractual life of 6.3 years (2010: 7.3 years). B63F(ZT—TF 1 736F) -
Save as disclosed above, no further options were granted B FXETHESEE SN - BRI BE AR
under the Share Option Scheme. FEET R A E b B PR AEE o
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33.

E_F——F1_A=1—H

NOTES TO CONSOLIDATED STATEMENT OF CASH  33.
FLOWS
Cash flows from operating activities

(a)

(a) REXBMERERE

2010
= —E-FTF
HK$'000 HK$°000
FET FET
Profit from operations g m A 86,944 75,911
Adjustments for: BEELETHIFRE -
Interest income FEMA (1,120) (569)
Reversal of allowance for doubtful AR O
debts (635) (897)
Allowance for doubtful debts REREME 558 =
Bad debt written off 2RI Y 72 -
Impairment on other receivables H eI ERRIE 450 -
Allowance for inventories FERE 2,772 2,565
Equity-settled share-based payments VARG RE A5 DA RR 199
XA FIE 27 872
Gain on disposal of property, MEWZE - e REEZ
plant and equipment Wz (105) (214)
Property, plant and equipment Y3 - M3 AR Y
written off 176 69
Depreciation on property, M - MR RERETTE
plant and equipment 57,799 55,304
Operating profit before movements in KRer2EESEEATH
working capital £ 146,938 133,041
Increase in inventories FEEM (17,297) (54,789)
Increase in restricted bank balance BREIRTETIEM (2,457) =
Increase in trade receivables E 5 EWGRIEIE N (117,829) (41,696)
Increase in prepayments, deposits and TENFIE -« e REAMER
other receivables FRIBIE AN (10,506) (1,486)
Decrease/(increase) in financial assets at IR A AT ABZIERES
fair value through profit or loss SMEERD,(EM) 8,292 (8,292)
Increase in financial liabilities at fair value & A (A ATEZEBRE
through profit or loss =Ll 605 -
Increase in trade payables B 5 P SR NN 27,406 66,969
Increase in deposits received, other Bliize - HtEANRIER
payables and accruals FEEH B RGN 1,592 14,226
Decrease in due to a related company FERTRRE R RIFIER (733) (966)
Cash generated from operations BEEHRE 36,011 107,007
Income tax paid ARSI (21,059) (12,670)
Interest paid BEAFE (4,384) (1,722)
Finance lease charges paid ERREHROTH (260) (417)
Net cash generated from operating REEBPSIR T
activities 10,308 92,198
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33. NOTES TO CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)
(b) Major non-cash transactions
(i) Included in the additions of property, plant and
equipment was an amount of approximately
HK$5,091,000 (2010: HK$15,936,000) which was
transferred from deposits paid for acquisition of
property, plant and equipment.

(i) During the year ended 31 December 2011,
prepayments to financial institutions of approximately
HK$1,411,000 were set off against the obligations
under finance leases.

34. OPERATING LEASE COMMITMENTS
The Group as lessor
The Group leases its property under operating lease arrangements,
with leases negotiated for a term of one year. The terms of the leases
generally provide for periodic rent adjustments according to the then
prevailing market conditions.

At 31 December 2011, the Group had total future minimum lease
receivables under non-cancellable operating leases with its tenants
failing due as follows:

Within one year —%FR

33.

34.

RERERERE)

(b) FEFREXRS
(i) FTAREWE - MERF
%49 45,091,000 7T (=
T — T 1 15,936,00078
JT) - Ty - ieEs
REEZIESHTEA -

(i) REBEE-_ZT——F+=
A=+—BLtFER "
ENREBETSREED
1,411,00078 7T B B2 gt & 7
KPR S o

REBNERE

REBEE/HEA
AEBZEERORREREYE - B
RIEF - HORBE—RARITHIGBERIE
TS HEZ I -

RZE——F+ZA=+—H  ~5ER
BAATRER G E RN T 7 B2 2
ARRIEEEREREMT -

Group
REH
2011 2010

—g——-§&  -T-E%
HK$'000 HK$°000
FHAT FHT

38 =
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34. OPERATING LEASE COMMITMENTS (Continued) 34. REMHEYRE(E)

The Group as lessee AEBEEREBEA
At 31 December 2011, the total future minimum lease payments R-ZTE——F+_-_A=+—H8 KE£EHER
under non-cancellable operating leases are payable as follows: BRI REH S SRR FEEE LR
G
Group
rEE

2011 2010

—E2——fF ZZE—TF

HK$’000 HK$°000

FET FET

Within one year —FR 2,754 2,634

In the second to fifth year, inclusive FEE_F(BEEEME) 14,748 5,617

After five years hEg 44,703 43,904

62,205 52,155
Operating lease payments represent rentals payable by the Group KEHONREASEERETELR
for certain of its staff quarters, factory and office premises, office & IHERAEYE PBRERE B
equipment, warehouse and leasehold land for factory. Leases for ERIBEE LI NMEES EIES
staff quarters, factory and office premises, office equipment and REEMBEOSHEMEIL - HeAE
warehouse are negotiated, and rentals are fixed, for an average term EmMBBREEBIE10FE R T BIESAR

of 1 to 10 years and do not include contingent rentals. Lease for ® o HE ML E B F EIR40F -

leasehold land is fixed with a term of 40 years.

35. CAPITAL COMMITMENTS 35. EXKIE
The Group’s capital commitments in respect of purchase and RREPRETER  A5EEEEERE
construction of property, plant and equipment at the end of the EWHE - KBRREBENERREFED
reporting period are as follows: ™

Group
rEH
2011 2010

—g——%  -T-TH
HK$’000 HK$°000
FRT FHT

Contracted but not provided for EEENEES: 14,367 47,793
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36.

37.

38.

RELATED PARTY TRANSACTIONS 36.

(a

SUBSEQUENT EVENTS 37.
The following significant events have been taken place subsequent to
31 December 2011:

On 27 March 2012, the Company proposed to declare a final
dividend of HK4.3 cents (2010: HK3.2 cents) per ordinary share

E_F——F1-_A=1—H

In addition to those related party translations and balances (a)
disclosed elsewhere in the financial statements, the Group had

the following transactions with its related parties during the

year:

Return of machinery to a related MEAE D AR AR R A
company, Chit Shun Machinery Limited B[R 2 "R @R (#177())
(note (1))

el el

[FIRAE A R R

Purchase of machinery and machinery

parts from and maintenance cost to a BRAREERKSS -
related company, Chit Shun Machinery — #2325 & 4B AR
Limited (note (i)) (K1a20))

A BRE 1 Rl AR AR AR
BRABNZE (L)

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

BEALRS

BRIA A 75 R Eo At B 40 P BR RO 8
BALR G REHIN - FAREE
BHREBEALETUTRS

2011 2010
—T—TF

—=——fF
HK$°000
FRET

HK$°000
FEIT

- (917)

5,544 3,536

- 717

Note:
(i) Mr. Lee has joint control in the related company.
The above transactions were entered into with the related (b)

party 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 (c)
paid by the Group was disclosed in note 12 to the financial
statements.

Wit

0] FREHIENR B HRIE
] o

ERESRMEALRRE S E
FEE R R TT - AEETER
B SRR YRR
R EE B ¥ 2RI
7 -

FAN - AREDNEREEABH
BTN AWERRM 128 -

/REARER
RoB——F+- A=+ A%BAENE
ZEEMFIWT :

RoZTE——F=A=-++0  KXAFEE
TIRGRAIBI(ZE—TF - FK3.28

to its shareholders, as further detailed in note 13 to the financial i)z REFE RIS - EFBENIE
statements. WMARMIFEI3 -
APPROVAL OF FINANCIAL STATEMENTS 38. #tEMKEIRE

The financial statements were approved and authorised for issue by
the Board of Directors on 27 March 2012.
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FINANCIAL SUMMARY
MG E

Year ended 31 December
BE+T-A=1+—HLEE
2007 2008 2009 2010

—ET+F ZTENF ZTThF ZTIFTF
HK$'000 HK$°000 HK$'000 HK$°000 HK$'000

FET FET FET FET FHET
RESULTS E
Turnover 30 752,749 685,134 633,832 913,344 1,191,698
Profit before tax M AR A 67,724 14,527 50,039 73,772 82,300
Income tax expense FRiSHif (10,179) (5,892) (12,239) (17,639) (19,480)
Profit for the year FREF 57,545 8,635 37,800 56,133 62,820
Attributable to AT AT FE(ERER
— Equity holders of the - RNREERFEA
Company 57,492 8,635 37,800 56,133 62,820
— Minority interests - VEREZFEEA 53 - - - -

57,545 8,635 37,800 56,133 62,820

As at 31 December
R+=A=+—H
2007 2008 2009 2010 2011

—TTEF ZTTN\F ZTTNF —T-TF —B——F
HK$'000 ~ HK$'000 ~ HK$'000  HK$'000 HK$'000
T T THET TET TET

ASSETS AND LIABILITIES BEREE

Total assets BEE 718,396 710,285 763,214 932,048 1,229,670
Total liabilities HBBE (198,833) (170,645) (207,530) (328,610) (505,214)
Net assets FEE 519,563 539,640 555,684 603,438 724,456

@ Ka Shui International Holdings Limited - Z23x BIBR =A% AR A &
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Ka Shui International Holdings Limited
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Tel E5%: (852) 2414 0456

Fax {85 : (852) 2412 1743

website 484 : www.kashui.com
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