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CORPORATE INFORMATION (CONTINUED)
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FINANCIAL HIGHLIGHTS
B H R
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FINANCIAL HIGHLIGHTS (CONTINUED)
MBEHE (E)

Revenue percentage by business segments
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors of Ka Shui International Holdings
Limited (the “Company”), | am pleased to present you the audited
annual results of the Company and its subsidiaries (collectively “the
Group”) for the year ended 31 December 2015 (the “Year”).

For the year under review, the Group’s overall revenue decreased by
2.7% to approximately HK$1,539,344,000 (2014: HK$1,582,333,000).
The decline was mainly due to the continual slowdown in the global
shipment of personal computers (PC) which had a negative impact to
the Group’s magnesium alloy die casting business. Resulting from the
recent fluctuation in the exchange rate of Renminbi, the Group has
recorded an unrealised loss on forward foreign exchange contracts of
approximately HK$71,263,000 for the Year. Furthermore, the Group
has decided to restructure and consolidate its plasma lighting business
which resulted in an asset write-down in this business segment of
approximately HK$22,103,000. These two are fair value and impairment
adjustments of the Company’s assets for the financial year of 2015
which give rise to a deferred tax asset of HK$11,735,000 and reversal
of deferred tax liabilities of HK$2,245,000 and result in a reduction of
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CHAIRMAN'S STATEMENT (CONTINUED)

ETEHE (E)

approximately HK$13,980,000 in the Group’s income tax expense for the
Year. As a result, the Group has eventually recorded a loss attributable
to the owners of the Company of approximately HK$63,489,000 for the
Year whereas a profit of HK$77,246,000 was recorded by the Group
for the previous year. Excluding these aforementioned adjustments
as well as the under-performing financial performance of the lighting
business, the Group has, in fact, recorded a net profit of approximately
HK$49,554,000 from its core business, metal die casting and plastic
injection moulding respectively.

During the Year, the Group is pleased to have Dr. Wong Cheong Yiu
joining us as our new Chief Executive Officer and Executive Director in
June. We believe that Dr. Wong, with his experience in the industry, can
lead the Group to turnaround in this challenging period of time. From
December 2015 onwards, the Company has implemented a series of
business restructural plans and streamlining measures. The overall cost
effectiveness will be reflected in the second half of 2016.

Magnesium alloy die casting business has remained the major revenue
contributor for the Group during the Year. We have successfully securing
new orders from another two top global computer brands and this
has diversified our customer base and created more business growth
potential in the near future. Although a slowdown in the global PC
shipment has been predicted by the market research undertaken by
Gartner, we are confident that our enlarged client portfolio can mitigate
the impact of the potential slowdown in the overall PC market. Apart
from the usual magnesium alloy die casting material, the Group is in
the process of research and development on the application of new
materials such as magnesium-lithium alloy and carbon fiber as well as
new forming technology such as thixomoulding as a platform for hybrid
applications for notebook computer casings. The benefits of using these
new materials and forming technologies not only can further reduce
the weight of notebook computer casings, but can also offer more
product options for our customers. In addition, to further expand its
income stream and diversify its business risks, the Group will be actively
exploring into the more new applications of magnesium alloy. Energy-
saving vehicles will become one of the major focused industries to be
developed under the “Made in China 2025"” in the 13th Five Year Plan.
Due to its unique properties of being light-weight and environmentally
friendly, magnesium alloy will go well with the upcoming trend of
‘vehicle weight reduction’ and gradually become one of the major raw
materials in making automobiles. Therefore, the Group has taken the
initiative to coordinate and work with various automotive and parts
manufacturers to undertake more research and development on rare
earth magnesium and aluminium alloys for energy-saving electrical
vehicles. With the aforesaid favourable government policies, entering
into the automotive sector will soon become one of the major business
growth drivers for the Group.
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CHAIRMAN'’S STATEMENT (CONTINUED)

Smartphones have now become the mainstream communication devices
and therefore the demand for smartphones and accessories is expected
to increase in the coming years. According to the data compiled by
the global market research institution, IDC, the total shipment of
smartphones in 2015 has reached 1,433,000,000 units, representing an
increase of approximately 10.1% when compared with 2014. Industry
researchers have also predicted that the global smartphone shipment
will even reach 2,034,000,000 units by 2018. Apart from this, the
Group believes that a shortened replacement cycle as well as more
frequent launch of new smartphones every year will continue to be the
driving force for the market demand so we are cautiously optimistic
towards the outlook of its plastic injection moulding segment. In order
to further exploit such market opportunities, the Group will develop a
more versatile product range of plastic cases so as to satisfy the various
needs of our customers. As such, more orders would be secured in the
forthcoming years.

After a few years of investment in plasma lighting business, the Group
has decided to lessen its financial burden sustained from this yet to profit
making business. In February 2016, the Group had introduced a new
strategic partner to invest and manage this business jointly. The newly
injected capital has substantially diluted the Group’s shareholding in
Topanga from 79.7% to 38.9%. Since then, the Group has become only
one of the two major investors and can significantly reduce its future
capital and financial outlay to this business. Apart from the plasma
lighting business, the Group has also explored LED lighting business for
the B2B market in the US, through offering tailor-made and easy-to-
assemble LED lighting products and solutions to interior design houses
and construction companies mainly for office, industrial and residential
markets. It is encouraging to see that this new business has begun
to break-even in the fourth quarter of 2015. We believe that the LED
business will bring forward a positive financial contribution to the Group
very soon.

In order to better control and to execute strategies on the development
for Wuhu Lenka Technologies Company Limited (“Wuhu Lenka”) in
Anhui, the PRC, the Group had acquired the remaining 40% equity
interest of Wuhu Lenka from its joint venture partners with completion
in July 2015. The purchase consideration was by way of cash in the
sum of RMB17,800,000 (equivalent to approximately HKD21,243,000)
with reference to the audited net asset value of Wuhu Lenka as at 31
December 2014. Through this acquisition, Wuhu Lenka is now wholly
owned and controlled by the Group enabling us to provide stronger
logistics and manufacturing support to our technological customers
located in Eastern China and to complement the Group’s business
development in Southern China region. Furthermore, in 2015, the Group
had acquired 70% equity interest of Goodly Precision Industrial Limited
("Goodly Precision”), with its plastic moulding production facilities
in Suzhou, the PRC and distribution networks, at a consideration of
HK$11,200,000 with certain guarantee on Goodly Precision’s financial
performance for the year 2015. This acquisition enables the Group's
further expansion of its product portfolio and customer base for
automotive and precision components related segment. Through this
acquisition, the Group had recorded a gain on a bargain purchase of
HK$9,546,000, which was mainly attributable to the immediate cash
realisation opportunity offered to the vendor.
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CHAIRMAN'’S STATEMENT (CONTINUED)

ETEHE (E)

In November 2015, we had our official opening ceremony of “Southern
China Magnesium Alloy High-Tech Industrial Base” and “Southern Rare
Earth Magnesium Alloy Industrial Application Base” at the Group's
industrial complex in Daya Bay. The two endorsements represent the
official recognition of the Group's leading position in magnesium alloy
die casting technologies as well as our sustainable effort on research and
development of materials, surface treatment and forming technologies.

In December 2015, the Group was granted the “Learning Enterprises
Award” by The Professional Validation Council of Hong Kong Industries.
This fully recognizes the Group's efforts of promoting the all-round
development of key talents and building the learning-oriented culture
through talent training and continuous innovation.

A In November 2015, official opening ceremony of “Southern China
Magnesium Alloy High-Tech Industrial Base” and “Southern Rare
Earth Magnesium Alloy Industrial Application Base” was held at the
industrial complex in Daya Bay
CE-RFT-R ADEIXEEGIPEELIECERTENERELE
W BEEIRLIESSELELLERE IZEXBRER

The external business environment in 2016 will be full of challenges and

uncertainties. Yet our management is cautiously optimistic towards the

Group's future development. Since late 2015, the Group has embarked

on the streamlining of its business operations and management structure

together with the implementation of stringent cost control measures. The

Group believes that the cost saving benefits will be reflected in 2016.

In addition, the Group is ready to embrace the opportunities brought

forward by our new customers and business ventures. We will continue

to explore new technology trends and new materials, such as the
application of carbon fiber for computer and rare earth magnesium and
aluminium alloys for automotive components. In addition, diversifying
business for products with less seasonal fluctuation will also be one
of the Group’s priorities in 2016 so as to better utilize our production
capacity all the year round. We have full confidence that we will
turnaround in 2016.
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CHAIRMAN'’S STATEMENT (CONTINUED)

Finally, I 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, 30 March 2016
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWNRD M

(A)

(B)

FINANCIAL REVIEW

For the year ended 31 December 2015, the Group’s overall
revenue dropped by 2.7% to approximately HK$1,539,344,000
(2014: HK$1,582,333,000). The decline was mainly due to the
continual slowdown in the global shipment of personal computers
which had a negative impact to the Group’s magnesium alloy die
casting business.

Resulting from the decrease in the Group’s overall revenue, gross
profit for the year ended 31 December 2015 decreased by 5.8%
to HK$291,981,000 (2014: HK$310,117,000). The overall gross
profit margin also fell slightly from 19.6% in 2014 to 19.0%.

As a result of the recent fluctuation in the exchange rate of
Renminbi, the Group has recorded an unrealised loss on forward
foreign exchange contracts of approximately HK$71,263,000
for the year ended 31 December 2015. Furthermore, the Group
has decided to restructure and consolidate its plasma lighting
business which resulted in an asset write-down in this business
segment of approximately HK$22,103,000. These two are fair
value and impairment adjustments of the Company’s assets
for the financial year of 2015 which give rise to a deferred tax
asset of HK$11,735,000 and reversal of deferred tax liabilities
of HK$2,245,000 and result in a reduction of approximately
HK$13,980,000 in the Group’s income tax expense for the year.
Resulting from this, the Group has eventually recorded a loss
attributable to the owners of the Company of approximately
HK$63,489,000 for the year ended 31 December 2015 whereas
a profit of HK$77,246,000 was recorded by the Group for the
previous year. Excluding those aforementioned adjustments
as well as the under-performing financial performance of the
lighting business, the Group has, in fact, recorded a net profit of
approximately HK$49,554,000 from its core business, metal die
casting and plastic injection moulding respectively.

BUSINESS REVIEW

Magnesium alloy die casting business

Due to the continual slowdown in the global shipment of
notebook computers, the revenue of the magnesium alloy die
casting business for the year ended 31 December 2015 decreased
by 18.2% to HK$529,870,000 (2014: HK$647,584,000),
accounting for 34.4% of the Group's overall revenue (2014:
40.9%). Apart from notebook computer casings, the Group
will actively explore the other applications of magnesium alloy,
especially in the other favourable 3C (communication, computer
and consumer electronics) products and automotive components
industries so as to capture the growth potential of this segment.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEEN®WE D (&)

Plastic injection moulding business

During the year, the revenue of this business segment had
recorded an increase of 9.0% to HK$532,151,000 (2014:
HK$488,369,000), which accounted for 34.6% (2014: 30.9%) of
the Group's overall revenue. The increase was mainly attributable
to the acquisition of Goodly Precision Industrial Limited (“Goodly
Precision”) during the year under review. Goodly Precision is a
company engaging in the sale and manufacture of automotive
and precision components in plastic. Following the persistent
growing market demand for smartphones and accessories as well
as the Group's continuous effort in enlarging its plastic injection
moulding business, it is expected this business segment will
become another major revenue contributor of the Group in the
forthcoming future.

Zinc alloy die casting business

As household products are common necessities, which are
less sensitive to the overall economic environment, the market
demand is relatively stable. During the year, the revenue of zinc
alloy die casting business was HK$250,322,000, which is at a
similar level of 2014 (2014: HK$250,620,000) and accounted
for 16.3% of the Group’s overall revenue (2014: 15.8%). It is
expected that the zinc alloy die casting business will continue to
act as a stable revenue contributor for the Group in the coming
year.

Aluminium alloy die casting business

The revenue of this business segment for the year ended 31
December 2015 was HK$213,760,000 (2014: HK$192,753,000),
representing an increase of 10.9% when compared with that
of the previous year. The segment’s contribution to the Group's
overall revenue had increased slightly from 12.2% in 2014
to 13.9% in 2015. It is expected that this business segment
will continue to provide a stable income to the Group in the
forthcoming future.

Lighting products

During the year under review, the revenue of lighting products
business was HK$13,241,000 (2014: HK$3,007,000). The increase
was mainly derived from the sale of LED lighting products to
customers in the United States (“US").
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEEBN WK (&)

(@)

PROSPECTS

In 2016, the Group will continue to proactively yet cautiously
expand and explore across all business segments. For the
magnesium alloy die casting business, the Group has become the
supplier for another two top global computer brands in 2015
and successfully acquired orders for the first half of 2016. The
Group believes that the broadening of its customer portfolio
can mitigate the impact of the potential slowdown in the
overall personal computer market. Apart from magnesium alloy
notebook computer casings, the Group will continue to explore
new technology trends and new materials, such as application
of carbon fiber for 3C products and rare earth magnesium and
aluminium alloys for automotive components. With magnesium
alloy’s characteristics of being light-weight with superior
functional performance, it goes perfectly well with the upcoming
trend of “vehicle weight reduction”. In view of the global trend
towards energy saving and more environmental friendly transport,
magnesium alloy is expected to be benefitted from this trend
and become one of the core raw materials for the manufacture
of transportation vehicles and will replace other materials that
are heavier and of higher cost. Meanwhile, China is currently
the largest potential market of energy-saving vehicles and the
Chinese Government has aimed at accelerating the development
of the industry by considering it as one of the major focused
industries under the 13th Five-year Plan. The Group believes that
being the supplier of automotive components for energy-saving
vehicles can capture such enormous market potential and drive
the development of this business segment. Moreover, the Group
will also strive to focus on the research and development of new
magnesium alloys and new production technologies with an aim
to further expand its income stream.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEEN®WE D (&)

Meanwhile, the frequent launch of new smartphone models and
a shortened replacement cycle will continuously stimulate the
demand for smartphones and accessories, thus creating a steadily
growing demand for plastic protective cases in the coming years.
As such, the Group will leverage on its competitive advantages
as a professional one-stop solution provider and prepare itself to
satisfy various demands of smartphone protective casings in the
market. The Group expects that this segment will continue to be
a revenue driver for the Group in the forthcoming future.

During the year under review, the Group has undertaken a
few corporate actions to optimise its business structure and to
enhance its reach to customers in Eastern China. In order to
better control and to execute strategies on the development for
Wuhu Lenka Technologies Company Limited (“Wuhu Lenka”)
in Anhui, the PRC, the Group had acquired the remaining 40%
equity interest of Wuhu Lenka from its joint venture partners
with completion in July 2015. The purchase consideration was
by way of cash in the sum of RMB17,800,000 (equivalent to
approximately HKD21,243,000) with reference to the audited net
asset value of Wuhu Lenka as at 31 December 2014. Through this
acquisition, Wuhu Lenka is now wholly owned and controlled by
the Group. This further enables the Group to provide stronger
logistics and manufacturing support to our technological
customers located in Eastern China as well as complements
the Group’s business development in Southern China region.
Furthermore, in 2015, the Group had acquired 70% equity
interest of Goodly Precision, with its plastic moulding production
facilities in Suzhou, the PRC and distribution networks, at a
consideration of HK$11,200,000 with certain guarantee on
Goodly Precision’s financial performance for the year 2015. This
acquisition enables the Group's further expansion of its product
portfolio and customer base for automotive and precision
components related segment. Through this acquisition, the Group
had recorded a gain on a bargain purchase of HK$9,546,000,
which was mainly attributable to the immediate cash realisation
opportunity offered to the vendor. On the other hand, after a few
years of investment in the plasma lighting business, the Group
had decided to lessen its financial burden sustained from this yet
to profit making business by introducing a new strategic partner
to invest and manage this business jointly in February 2016.
This results in a substantial dilution of the Group’s shareholding
in Topanga from 79.7% to 38.9%. Since then, the Group has
become only one of the two major investors and can significantly
reduce its future capital and financial outlay to this business
segment. Apart from the plasma lighting business, the Group has
also explored opportunities in LED lightings for the B2B market
in the US, through offering tailor-made and easy-to-assemble
LED lighting products and solutions to interior design houses
and construction companies mainly for office, industrial and
residential markets. It is encouraging to see that this new business
has begun to break-even in the fourth quarter of 2015 and the
Group believes that it will have a positive financial impact in the
forthcoming year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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The business environment will be very challenging in 2016 due
to the general slowdown of China’s economic growth which
will lead to uncertainties and volatilities to the global economy.
However, the Group will continue to develop through innovation
and technological advances across different business segments.
Looking ahead, the Group will continue to strengthen its research
and development capability in new products with a view to
expand its business scope. In addition, the Group will continue
to optimise its resources allocation and to streamline its business
operations with an aim to create synergy for each business
segment. With determination and hard work, the Group is ready
to face the upcoming challenges, embrace different opportunities
ahead and strive to maximise the return for our shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2015, the Group had pledged bank deposits,
restricted bank balances as well as bank and cash balances of
approximately HK$267,496,000 (before the reclassification of
assets held for sale) (2014: HK$261,611,000), 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 2015 were all bank loans of approximately
HK$603,587,000 (2014: HK$549,970,000). All of these
borrowings were either denominated in US dollars or Hong Kong
dollars to which the interest rates applied were primarily subject
to floating interest rate.

As at 31 December 2015, the net gearing ratio (a ratio of the sum
of total bank borrowings less pledged bank deposits, restricted
bank balances (if any) and bank and cash balances then divided
by total equity) of the Group was approximately 45.9% (2014:
33.9%)

As at 31 December 2015, the net current assets of the Group
were approximately HK$54,632,000 (2014: HK$33,475,000),
which consisted of current assets of approximately
HK$872,501,000 (2014: HK$958,057,000) and current liabilities
of approximately HK$817,869,000 (2014: HK$924,582,000),
representing a current ratio of approximately 1.1 (2014: 1.0).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Annual Report 2015

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 2015, the Group had no material contingent
liabilities.

CHARGE ON ASSETS

As at 31 December 2015, the Group’s banking facilities were
secured by guarantees given by the following assets: (a) pledged
bank deposits; (b) a property situated in Hong Kong owned by the
Group; (c) guarantee from The Hong Kong Mortgage Corporation
Limited; (d) corporate guarantees provided by the Company and
certain subsidiaries of the Group; and (e) personal guarantee
provided by the former shareholder of a subsidiary.

HUMAN RESOURCES

As at 31 December 2015, the Group had approximately 5,800
full-time employees (2014: 5,000). 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 and
share award 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

EENSREEAE

EXECUTIVE DIRECTORS

Mr. Lee Yuen Fat, aged 60, is the Chairman of the Company, 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 and Fellowship of Management and Business Administration
by the Professional Validation Council of Hong Kong Industries and is
the Vice Chairman of 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 Foundry
Association (the “HKFA")) in 1989. He was elected as the first Chairman
of the HKFA 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 Joint Chairman of Die Casting Branch of the China Foundry
Association, the Deputy Director of the Plasticity Engineering Branch
of China Machinery Engineering Association, Vice-Director General of
the Guangdong Foundry Industry Association, the Vice-Director General
of the Guangdong Mechanical Engineering Association Die Casting
Branch 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, the
Deputy Director of the Fourth Die Casting Technical Committee, Foundry
Institution, Chinese Mechanical Engineering Society and Vice Chairman
of the PRD Council of Federation of Hong Kong Industries, Shenzhen
Division.
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DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
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Dr. Wong Cheong Yiu, aged 62, is 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. Wong holds a doctorate degree in engineering from the
University of Warwick and a master degree in business administration
from the University of Hull. Dr. Wong was appointed as an Industrial
Fellow of the University of Warwick in 2006. He is a retired fellow of
the Institute of Chartered Secretaries and Administrators and the Hong
Kong Institute of Companies Secretaries and a life associate member of
the Chartered Institute of Bankers. Dr. Wong has over 40 years’ working
experience in Hong Kong and overseas and held various senior positions
in different private and publicly listed companies.

Mr. Wong Wing Chuen, aged 54, 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 30 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 55, is an Executive Director 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 25 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.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Sun Kai Lit Cliff BBS, JP, aged 62, 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 11th Zhejiang 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, the
Honorary President of the Hong Kong Plastics Manufacturers Association,
Chairman of the ICAC Business Ethics Development Committee and
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DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

EENEREBAE(E

the President of Shenzhen Overseas Chinese International 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 sBS, MH, JP, aged 63, 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 in July 2009 and the Silver Bauhinia
Star in July 2015 by the Hong Kong Government respectively.

Ir Dr. Lo is currently a member of the Legislative Council of Hong Kong,
representing the Engineering Functional Constituency. He has over 30
years of experience in the electronic and power supply industry. He is an
Adjunct Professor of the City University of Hong Kong and an Honourary
Professor of the Open University of Hong Kong.

Mr. Andrew Look, aged 51, 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. 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,
Hung Fook Tong Group Holdings Limited, Man Sang Jewellery Holdings
Limited and Citic Resources Holdings Limited, all of which are listed on
the Hong Kong Stock Exchange.
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DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
ESkaRERAB(E

Mr. Kong Kai Chuen, Frankie (formerly known as Kong To Yeung,
Frankie), aged 52, was appointed as an Independent Non-executive
Director of the Company on 11 May 2015. He is the chairman of the
audit committee of the Company. Mr. Kong is an associate member of
the Hong Kong Institute of Certified Public Accountants and a fellow
member of the Chartered Association of Certified Accountants (the
United Kingdom). He is currently the Financial Controller of a private
manufacturing company and has accumulated over 25 years' experience
in accounting, auditing, corporate finance and project administration
mostly from Hong Kong listed companies and multinational business
conglomerates. Mr. Kong is also currently an independent non-executive
director of Auto Italia Holdings Limited, a company listed on the main
board of the Hong Kong Stock Exchange.

SENIOR MANAGEMENT

Ms. Chan So Wah, aged 57, joined the Group in 1999. She is
the director of sales and marketing and is primarily responsible for
overseeing the sales and marketing activities of the Group. Ms. Chan has
over 25 years' experience in sales and marketing and is the sister-in-law
of Mr. Lee Yuen Fat.

Mr. Chan Sin Wing, aged 43, joined the Group in 2004 and is the
director of enterprise and business development of the Group. He is
primarily responsible for overseeing the new business development 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
senior consultant of the Hong Kong Productivity Council for over 9 years.

Mr. Wong Wai Chung, Peter, aged 61, joined the Group in 2012 and
is the Chief Technology Officer of the Group. He is primarily responsible
for overseeing the Group’s research and development activities. Mr.
Wong holds a bachelor degree in engineering from the McGill University,
Canada and has over 30 years’ experience in plastic, metal and
electronics manufacturing and management.

Mr. Lo Hin Fai, aged 53, joined the Group in 2012 and is currently
the director of operations and investment. He is primarily responsible in
overseeing the Group’s operations, investment, corporate development
and capital market financing activities. Mr. Lo holds a MBA degree in
Finance, Corporate Accounting and Organization from the University
of Rochester, USA. He has over 20 years of experience in banking,
corporate finance and investment. Prior to joining the Group, he has
served finance, investment and management functions within both
financial institution and corporate business, working closely with
different multinational and local companies in Asia, covering mergers
and acquisitions, equity and project investments.
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DIRECTORS’ REPORT
EEEHRE

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 2015.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the manufacture of zinc, magnesium
and aluminium alloy die casting, plastic injection products and
components and lighting products which are mainly sold to customers
engaging in the household products, 3C (communication, computer and
consumer electronics) products, automotive parts and lighting products
industries. The activities of the subsidiaries are set out in note 20 to the
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated
statement of profit or loss on page 48.

The register of members of the Company will be closed from Tuesday,
10 May 2016 to Friday, 13 May 2016, 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
Monday, 9 May 2016.

The Board does not recommend the payment of final dividend for the
year ended 31 December 2015.

BUSINESS REVIEW
The business review of the Group for the year ended 31 December 2015
is set out in the “Management Discussion and Analysis” on pages 12 to
17 of this annual report.

We are committed to building an environmentally-friendly corporation
that pays close attention to conserving natural resources. We strive to
minimize our environmental impact by saving electricity and encouraging
recycle of office supplies and other materials. We pursue this
business approach by managing our business prudently and executing
management decisions with due care and attention.

The Group has complied with the relevant laws and regulations that have
significant impact on the operations of the Group.
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As an innovative high-tech enterprise, the Group is committed to
offer one-stop solutions and professional services to meet the various
needs of our customers. In addition, we have developed long-standing
relationships with a number of our suppliers and take great care to
ensure that they share our commitment to quality and ethics.

EMOLUMENT POLICY AND RETIREMENT BENEFITS
SCHEME

The Group’s emolument policy, including salaries and bonuses, is in line
with the local practices where the Company and its subsidiaries operate.
The Group has also adopted a share option scheme and share award
scheme as incentive and reward for those qualifying staff who have
made contribution to the Group. The Remuneration Committee of the
Company make recommendations to the Board on the Company’s policy
and structure for the remuneration of directors and senior management.
It also reviews and determines the terms of remuneration packages,
the award of bonuses and other compensation payable to directors and
senior management of the Group, having regard to the Group's financial
performance, individual performance and comparable market statistics.

The Group has joined a mandatory provident fund scheme (“MPF
Scheme") for all employees in Hong Kong. The MPF Scheme is registered
with the Mandatory Provident Fund Schemes Authority under the
Mandatory Provident Fund Schemes Ordinance. Under the MPF Scheme,
the employer and its employees are each required to make contributions
to the MPF Scheme at rates specified in the rules. The employees of the
Company’s subsidiaries established in the PRC are members of a state-
managed retirement scheme operated by the PRC government. These
subsidiaries are required to contribute certain percentage of payroll costs
to the retirement benefit scheme.

RESERVES

Movements in reserves during the year are set out in the consolidated
statement of changes in equity on page 52.

As at 31 December 2015, the Company’'s reserve available for
distribution amounted to approximately HK$235,132,000 (2014: HK$
248,250,000).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year are set out in note 19 to the consolidated financial
statements.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the percentage of the Group’s major customers
attributable to the Group’s total sales was as follows:

Sales
—  the largest customer
—  five largest customers combined

24.4%
71.4%

During the year, the Group purchased less than 30% from its five largest
suppliers combined.

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.

FINANCIAL SUMMARY

A summary of the results of the Group for the past five financial years
ended 31 December 2015 and assets and liabilities of the Group as at 31
December 2011, 2012, 2013, 2014 and 2015 are set out on page 172.

SHARE CAPITAL

Details of the movements in share capital of the Company during the
year are shown in note 36 to the financial statements.

EQUITY-LINKED AGREEMENTS

Save for the share option scheme and share award scheme described
below, the Group has not entered into any equity-linked agreements
during the year.

DONATIONS
During the year, the Group made charitable and other donations
amounting to approximately HK$405,000 (2014: HK$:169,000).

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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DIRECTORS’ REPORT (CONTINUED)

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 (“Mr. Lee") (Chairman)

Dr. Wong Cheong Yiu (Chief Executive Officer)
(Appointed on 1 June 2015)

Mr. Wong Wing Chuen

Mr. Chan Tat Cheong, Alan

Independent non-executive directors
Mr. Sun Kai Lit Cliff BBS, JP
Ir Dr. Lo Wai Kwok SBS, MH, JP
Mr. Andrew Look
Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie)
(Appointed on 11 May 2015)
Mr. Yeow Hoe Ann John
(Retired on 11 May 2015)

The biographical details of the directors are set out on pages 18 to 21 of
this annual report.

Mr. Yeow Hoe Ann John (“Mr. Yeow"”) did not seek for re-election at
2015 annual general meeting due to retirement. Therefore, Mr. Yeow
would retire from his office as the independent non-executive director of
the Company on 11 May 2015 and also cease to be the chairman of the
Audit Committee and a member of the Remuneration Committee and
the Nomination Committee of the Company with effect from 11 May
2015.

During the year under review, no director resigned from his office or
refused to stand for re-election to his office due to reasons relating to
the affairs of the Company.

In accordance with the Company’s Articles of Association, Mr. Lee Yuen
Fat, Dr. Wong Cheong Yiu, Mr. Wong Wing Chuen, Ir Dr. Lo Wai Kwok
SBS, MH, JP and Mr. Kong Kai Chuen, Frankie (formerly known as Kong
To Yeung, Frankie) will retire at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.
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PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the directors is
currently in force and was in force throughout the financial year.

The Company has taken out and maintained directors’ liability insurance
throughout the year, which provides appropriate cover for the directors
of the Group.

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 TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed under the section headed “Continuing Connected
Transactions” set out on pages 34 and 35, there were no transactions,
arrangements or contracts 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.

REMUNERATION OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the directors and the top five highest
paid individuals of the Group are set out in notes 15 and 16 to the
consolidated financial statements.
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DIRECTORS’ REPORT (CONTINUED)

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

As at 31 December 2015, 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

Exnf =47

Executive Directors

HITES
Mr. Lee Interest in controlled company®
FHRE ZEEHIA B

Founder of a discretionary trust®
EREFRZEIZAD

Beneficial owner
E=mEB A

Mr. Wong Wing Chuen

Mr. Chan Tat Cheong, Alan
PREZEE K

Beneficial owner
EmEAA

Independent Non-Executive Directors

BIUKBTES
Mr. Andrew Look Beneficial owner
e o4 En#EA A

Beneficial owner

BB A

Ir Dr. Lo Wai Kwok SBS, MH, JP
EEBHIELSBS  MH - AT+
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Approximate
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EE AR ER

BHAE D

Number of
Shares

R H#E

480,000,000 53.71%
127,980,000 14.32%
11,050,000 1.24%
1,147,000 0.13%
8,800,000 0.98%
1,000,000 0.11%
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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. The 127,980,000 shares, in which 77,980,000 shares and 50,000,000

shares are held by Beautiful Crystal Development Limited (“Beautiful
Crystal”) and Beautiful Colour Assets Limited (“Beautiful Colour”)
respectively (both companies are wholly-owned by YF Lee Family Trust).
YF Lee Family Trust is a discretionary trust set up by Mr. Lee as settlor and
UBS TC (Jersey) Limited (“UBS TC") as trustee on 20 February 2014. The
discretionary objects are family members of Mr. Lee. Mr. Lee is the settlor
of YF Lee Family Trust and is deemed to be interested in the 127,980,000
shares held by Beautiful Crystal and Beautiful Colour under the SFO.

Save as disclosed above, as at 31 December 2015, 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 2015
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.

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

As at 31 December 2015, the following persons, other than the directors
or chief executives of the Company, who had interests or short positions
in the shares or underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO or, who were, directly or indirectly, interested in 5%
or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of the Company, or
which were required, pursuant to Section 336 of the SFO, to be entered
in the register referred to therein, were as follows:
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DIRECTORS’ REPORT (CONTINUED)

Long Positions in the Shares

Capacity
54
Precisefull Beneficial owner®"
EmiEA A0
Beautiful Crystal Beneficial owner®@
B A
Beautiful Colour Beneficial owner®
EmiERAAQ
UBS TC Trustee®@
ZFEA?
Notes:
1. Mr. Lee holds the entire issued share capital of Precisefull. As such, Mr.

Lee is deemed to have a controlling interest in Precisefull and is therefore
deemed to be interested in the interests of Precisefull in the Company.

2. 77,980,000 shares and 50,000,000 shares are held by Beautiful Crystal
and Beautiful Colour respectively (both companies are wholly owned by YF
Lee Family Trust). The YF Lee Family Trust is a discretionary trust set up by
Mr. Lee as settlor and UBS TC as trustee on 20 February 2014.

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.

EEERE (8)

B zRE

Approximate
Number of percentage of interest

Shares in the Company
RN
R4 EE MAB DL
480,000,000 53.71%
77,980,000 8.73%
50,000,000 5.59%
127,980,000 14.32%

mat

1. Z= 9 4 4% BPrecisefull 2 S 2 B TR AR -
I - 2 A R AR B B Preciseful 1B 122 1 14 42
0  F EAR B B Preciseful T B AR
Mg o

2. Beautiful Crystal&Beautiful Colours Bl #f
577,980,000/%250,000,0008% i 1 - It & A
A EYF Lee Family Trust2 &% B ° YF Lee
Family Trust)y i 2 £ 4 {E R EFE R FEA K UBS
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EETHmE (&)

SHARE OPTION SCHEME

1.

Share Option Scheme of the Company

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.

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 74,346,600
shares, representing approximately 8.3% of the issued share
capital of the Company as at the date of this annual report.
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DIRECTORS’ REPORT (CONTINUED)

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.

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;

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

(iii) 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:

EEERE (8)

EXZeMNREBREZONERER
BATITENHR  LATERERE
HEI A B MR tHFERER - B
SEIZ IR T L EE LA A BRE
2 B A2 BAPR 3R] 1T {2 8 AL T 0 785 B
ZERBEFRZ—BATE -

BREFSETRONRBBESHES
BRE  EHZBERTIEGERUATRSE

(i) REEHBRERR (BAREX
B) B2 P B RE R
Y (g

(i) EBERRLEHEBRERHANEE
BEABZAEARERMAIIR
D FHWTHE &

(i)  WEAHBROZEE -

R_ZEZNFZA+=Z8  ARQRA
BEBRESSAAEERERER D
20,102,000 BE R HE  TTHEE AR
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Number of share options

31

BREYE
Lapsed/
Exercise Granted Exercised Cancelled  Outstanding
Category of Date of Price Exercise As at during during during as at
Grantee/Name grant (HKS) Period  01/01/2015 the year the year the year  31/12/2015
RZZ2-1f
TR R=B-1f RER RER RER tZA=1-A
RiAM (Bx) T -A-H i T KM/H# i K17
Others
At
Employees
{3 13/03/2008 0.415  13/03/2009- 40,800 - - - 40,800
12/03/2018
Employees
Eg 13/03/2008 0.415  13/03/2010- 20,600 - - - 20,600
12/03/2018
Employees
k8 13/03/2008 0415 13/03/2011- 40,600 - - - 40,600
12/03/2018
Total
2y 102,000 - - - 102,000

Annual Report 2015 ZZT—hFF#R Ka Shui International Holdings Limited ZIxEIBIZRERLQE



32

DIRECTORS’ REPORT (CONTINUED)
ESERE (E)

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 39 to the financial statements.

Share Option Scheme of a subsidiary of the
Company

Topanga Asia Limited (“Topanga Asia”), a subsidiary of the
Company, adopted a share option scheme (“Topanga Asia
Scheme”) on 15 April 2014. The purpose of Topanga Asia
Scheme is to provide incentives and rewards to selected eligible
persons for their contributions to Topanga Asia. Topanga Asia
Scheme will remain valid until 14 April 2024 and each option will
be granted at a consideration for US$1.

The participants of Topanga Asia Scheme may include any full-
time employee of Topanga Asia or any subsidiary (including
directors of Topanga Asia or any subsidiary) or any other persons
who devote substantially all of their time and efforts to the
business, management and operation of Topanga Asia and/or any
subsidiary, as determined by the Board of Topanga Asia.

The total number of shares in respect of which options may be
granted under the Topanga Asia Scheme shall be 68,900 shares,
representing approximately 3.8% of the issued share capital of
Topanga Asia as at the date of this annual report.

The period within which the options must be exercised will be
specified by the Board of Topanga Asia at the time of the offer
of grant. 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 Topanga Asia Scheme.

The exercise price in relation to each option granted to an eligible
employee shall be determined by the Board of Topanga Asia in its
absolute discretion.

Particulars of Topanga Asia Scheme are set out in note 39 to the
consolidated financial statements.
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DIRECTORS’ REPORT (CONTINUED)

SHARE AWARD SCHEME

On 10 January 2013 (the “Adoption Date”), the Board of Company
adopted a share award scheme (the “Share Award Scheme”) under
which the shares of the Company (the “Awarded Shares”) may be
awarded to selected persons to recognise the contributions by certain
employees and persons to the Group and to provide them with incentives
in order to retain them for the continual operation and development
of the Group and to attract suitable personnel for further development
of the Group. The Share Award Scheme will be valid and effective for
a term of ten years commencing on the Adoption Date until 9 January
2023.

The participants of the Share Award Scheme may include executives,
officers, employees, directors of the Company or any of its subsidiary,
any business or joint venture partner, investor, consultant, adviser or
agent of any member of the Group.

The Share Award Scheme shall be subject to the administration of the
Administration Committee in accordance with the rules of the Share
Award Scheme and the terms of the Trust Deed.

Pursuant to the Share Award Scheme, the Board shall select the eligible
persons for participation in the Share Award Scheme and determine
the number of shares to be awarded. Shares will be acquired by an
independent trustee at the cost of the Company or shares will be allotted
to the independent trustee under the general mandate granted or to be
granted by the shareholders of the Company at general meetings from
time to time and be held in trust for the awarded persons until the end
of each vesting period. Vested shares will be transferred at no cost to the
awarded persons.

Where any Awarded Shares is proposed to be offered to a connected
person of the Company (as defined under Chapter 14A of the Listing
Rules), such offer of Awarded Shares has to be first approved by the
independent non-executive directors of the Company and the Company
will comply with the applicable requirements of Chapter 14A of the
Listing Rules in respect of such offer (including but not limited to the
obtaining of independent Shareholders’ approval if necessary).
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E5EHE (E)

Based on the 890,435,400 Shares in issue as at the adoption date, the
maximum number of Awarded Shares under the Share Award Scheme
would be 44,521,770 Shares and the maximum number of shares which
may be awarded to an awarded person under the Share Award Scheme
would be 8,904,354 shares.

For the year ended 31 December 2015, no Awarded Shares was granted
pursuant to the Share Award Scheme.

COMPETING BUSINESS

None of the directors of the Company had any interest in any competing
business with the Company or any of its subsidiaries during the
year under review. Each of Mr. Lee and Precisefull (the controlling
shareholders (within the meaning of the Listing Rules) of the Company)
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 2015.

CONTINUING CONNECTED TRANSACTIONS

On 15 November 2012, the Group entered into a renewed master
agreement (the “Renewed Master Agreement”) with Chit Shun
Machinery Limited (“Chit Shun”) for a term of three years commencing
from 1 January 2013 to 31 December 2015, in relation to the purchase
of equipment, machineries and parts (together with the maintenance
services). Chit Shun is a limited liability company incorporated in Hong
Lee and an independent third
party, in equal share. Mr. Lee has nominated a director to the board

Kong and beneficially owned by Mr.

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 board
meeting held on 15 November 2012, the board of directors of the
Company had approved (i) the Renewed Master Agreement and the
transactions contemplated thereunder; and (ii) the proposed annual caps
for each of the three years ended 31 December 2015.
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For the year ended 31 December 2015, Chit Shun Transactions totalled
approximately HK$7,681,000 (2014: HK$15,441,000).

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. on normal commercial terms or better; 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 (Revised) “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 34 and 35 of the Annual Report in accordance
with the Main Board Listing Rule 14A.56. 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.

EVENTS AFTER THE REPORTING PERIOD

Details of events after the reporting period are set out in note 44 to the
consolidated financial statements.
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EEERE (8)

AUDITOR

At the Company’s last general meeting, RSM Nelson Wheeler was re-
appointed as auditor of the Company. On 26 October 2015, our auditor
changed the name under which it practices to RSM Hong Kong and
accordingly has signed the report under its new name.

RSM Hong Kong 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.

OTHER CHANGES IN DIRECTORS’ INFORMATION

Other changes in directors’ information since the date of 2015 Interim
Report are set out below:

1. Mr. Andrew Look, an independent non-executive director of
the Company, was appointed as an independent non-executive
director of Citic Resources Holdings Limited on 31 August 2015.

2. Mr. Kong To Yeung, Frankie, an independent non-executive
director of the Company, has changed his name to Kong Kai
Chuen, Frankie, with effect from 3 March 2016.

3. Mr. Sun Kai Lit Cliff, an independent non-executive director of
the Company, resigned as an independent non-executive director
of Ming Fai International Holdings Limited on 29 March 2016.

Save as the information disclosed above, there is no change in directors’

information required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.

By order of the Board
Lee Yuen Fat
Chairman

Hong Kong, 30 March 2016
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CORPORATE GOVERNANCE REPORT

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 Corporate Governance
Code (the “CG Code”) contained in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”).
For the year ended 31 December 2015 (the “Year”), the Company has
complied with all the code provisions (the “Code Provision”) set out in
the CG Code save the deviation from the Code Provision A.2.1, which is
explained in the relevant paragraphs below.

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.

As at 31 December 2015, the Board comprises eight members as follows:

Executive Directors

Mr. Lee Yuen Fat (Chairman)

Dr. Wong Cheong Yiu (Chief Executive Officer)
(appointed on 1 June 2015)

Mr. Wong Wing Chuen

Mr. Chan Tat Cheong, Alan

Independent Non-executive Directors

Mr. Sun Kai Lit Cliff, 8BS, JP

Ir Dr. Lo Wai Kwok, SBS, MH, JP

Mr. Andrew Look

Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie)
(appointed on 11 May 2015)

Mr. Yeow Hoe Ann John (retired on 11 May 2015)
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TRERHE (&

Biographical details of the directors of the Company as at the date of this
report are set out on pages 18 to 21 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 Rule 3.13 of the
Listing Rules. On this basis, the Company considers all such directors to
be independent.

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

The Board conducts four regular scheduled meetings a year on a
quarterly basis and ad hoc meetings are convened when circumstances
require. Notice of at least 14 days is given to all directors for all regular
Board meetings and all directors are given opportunity to include matters
for discussion in the agenda. Draft minutes of Board meetings are
circulated to all directors for comments. Minutes of Board meetings with
details of matters considered by the Board and decision reached are kept
by the Company Secretary and open for inspection by the directors.

During the Year, four Board meetings and one general meeting were
held and details of individual attendance of directors are set out in the
table on page 42 of this annual report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to Code Provision A.2.1 of the CG Code, the roles of Chairman
and Chief Executive Officer should be separate and should not be
performed by the same individual. Mr. Lee Yuen Fat, the Chairman of
the Company, has assumed the role of Chief Executive Officer of the
Company with effect from 1 July 2014. Following the appointment of Dr.
Wong Cheong Yiu as Chief Executive Officer of the Company with effect
from 1 June 2015, 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. Wong Cheong Yiu, the
Chief Executive Officer, is responsible for the overall management and
supervision of the execution of the overall business strategies of the
Group.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

LIABILITY INSURANCE FOR THE DIRECTORS

The Company has in force appropriate insurance coverage on directors’
and officers’ liabilities arising from the Group’s business. The Company
reviews the extent of insurance coverage on an annual basis.

CONTINUOUS PROFESSIONAL DEVELOPMENT

The directors are regularly briefed on the amendments to or updates
on the Listing Rules, corporate governance practices, other regulatory
regime and the business development of the Company. To keep
abreast of the responsibilities of the directors and infuse them with
new knowledge, an in-house seminar was conducted during the Year.
Apart from what the Company had arranged, some of the directors also
attended other external training seminars.

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. Kong Kai Chuen, Frankie (formerly known as Kong To Yeung,
Frankie), Mr. Sun Kai Lit Cliff BBS, Jp, Ir Dr. Lo Wai Kwok SBS, MH, JP
and Mr. Andrew Look and is chaired by Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie), a qualified accountant with
extensive experience in financial reporting and controls.

During 2015, 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 reviewing the structure, size and the composition of
the Board and making recommendations on any proposed change to
the Board to complement the Company’s corporate strategy; assessing
making
recommendations to the Board on the appointment of directors and

the independence of independent non-executive directors;

succession planning for directors. The members of the Nomination
Committee are Mr. Sun Kai Lit Cliff BBS, Jp, Ir Dr. Lo Wai Kwok SBS, MH, JP,
Mr. Andrew Look and Mr. Kong Kai Chuen, Frankie (formerly known as
Kong To Yeung, Frankie). Mr. Sun Kai Lit Cliff 8BS, JP is the Chairman of
the Nomination Committee.

During the Year, the Nomination Committee held two meetings to make
recommendations to the Board on the appointment of directors and
review the structure, size and the composition of the Board.
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BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy (the “Board Diversity
Policy”) during the year which sets out the approach to achieve diversity
on the Board. The Company recognizes that increasing diversity at the
Board level will support the attainment of the Company’s strategic
objectives and sustainable development. The Company seeks to achieve
Board diversity through the consideration of a number of factors,
age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and
length of service. The Company will also take into consideration its own
business model and specific needs from time to time in determining the

including but not limited to gender,

optimum composition of the Board.

The Nomination Committee will review and monitor the implementation
of the Board Diversity Policy to ensure its effectiveness.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee in June
2007. The major duties of the Remuneration Committee are to make
recommendations to the Board on the Company’s policy and structure
for the remuneration of directors and senior management. It also reviews
and determines the terms of remuneration packages, the award of
bonuses and other compensation payable to individual directors and
senior management with reference to the Board’s corporate goals and
objectives. The Remuneration Committee consists of Mr. Sun Kai Lit
Cliff BBs, Jp, Ir Dr. Lo Wai Kwok sBS, MH, JP, Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie) and Mr. Andrew Look. The
Chairman of the Remuneration Committee is Mr. Sun Kai Lit, Cliff BBS, JP,
an independent non-executive director.

The remuneration of the members of the senior management by band
for the year ended 31 December 2015 is set out in note 15 to the
consolidated financial statements.

During 2015, the Remuneration Committee held one meeting to review

and approve the salary adjustment and bonus of executive directors of
the Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

CORPORATE GOVERNANCE FUNCTION

The Board is responsible for the corporate governance functions with the
following duties:

o to develop and review the Company’s policies and practices on
corporate governance and make recommendations on changes
and updating;

J to review and monitor the training and continuous professional
development of directors;

o to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

o to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and directors;
and

o to review the Company’s compliance with the CG Code and

disclosure in the Corporate Governance Report.
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2 CORPORATE GOVERNANCE REPORT (CONTINUED)
TEEREE (E)

ATTENDANCE OF MEETINGS HEE R
A summary of attendance of Board meetings and Committee meetings TXHIIN _T—hFEEEe e 58
and annual general meeting in 2015 are detailed in the following table: ELBRAFAG 2 HERBE

Number of attendance/Number of meetings
HERE/ERRE
Audit Nomination Remuneration Annual
Board Committee Committee Committee General

meeting meeting meeting meeting Meeting
Exg BREESE REZRE FMESE R R B E
] ] - = -

Executive Directors

HITES

Mr. Lee Yuen Fat

TERERAE 4/4 - - - n
Dr. Wong Cheong Yiu'

BEEREL 2/4 - 12 0/1 0/1
Mr. Wong Wing Chuen

BERBRAE 4/4 - - - (7l
Mr. Chan Tat Cheong, Alan

Rz B 5t A& 4/4 - - - 1

Independent Non-Executive Directors
BIYFHITES
Mr. Sun Kai Lit, Cliff BBsS, JP
BRI 5% EBes, AT+ 4/4 22 2/2 n 11
Ir Dr. Lo Wai Kwok SBS, MH, JP
EEEE LsBs, MH, A T4+ 4/4 22 22 1/1 171
Mr. Andrew Look
BER S 4 4/4 212 22 17 171
Mr. Kong Kai Chuen, Frankie?

(formerly known as

Kong To Yeung, Frankie)

TRUR 42

(RITBLER) 2/4 12 172 0/1 0/1
Mr. Yeow Hoe Ann, John?
ok A% ot A 2/4 112 112 171 11
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Notes:

1. Dr. Wong Cheong Yiu was appointed as an executive director, a member
of the Remuneration Committee and Nomination Committee of the
Company with effect from 1 June 2015.

2. Mr. Kong Kai Chuen, Frankie (formerly known as Kong To Yeung, Frankie)
was appointed as an independent non-executive director, a member of the
Audit Committee, Remuneration Committee and Nomination Committee
of the Company with effect from 11 May 2015.

3. Mr. Yeow Hoe Ann, John retired as an independent non-executive director

of the Company on 11 May 2015 and also ceased to be a member of the
Audit Committee, Remuneration Committee and Nomination Committee
of the Company with effect from 11 May 2015.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

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

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors acknowledge their responsibility for the preparation of the
financial statements of the Company for the year ended 31 December
2015. 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 pages 46 and 47.

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 twice a year for review to ensure that an effective and
adequate internal control system has been in place.
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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:

BB 2 M &
AEERTAMEEERRRIEERRYOEY
MEMSmT

2015 2014

—Z2-EHF —T-mEF

HK$'000 HK$'000

FET FrET

Statutory audit EEEZ 1,650 1,580

Non-audit services ™ FEEZ BB 569 283

Total BB 2,219 1,863
Note: Wi -

1. Non-audit services mainly include agreed-upon procedures on interim 1. FERRBEERRETREECANTERER

results, tax advisory service and financial due diligence.

COMPANY SECRETARY

The Company Secretary of the Company is a full time employee of
the Company. For the year ended 31 December 2015, the Company
Secretary has duly complied with the relevant professional training
requirement under Rule 3.29 of the Listing Rules.

SHAREHOLDERS' RIGHTS

Procedures for convening extraordinary general meeting
on requisition

Pursuant to Article 64 of the Company’s Articles of Association, an
extraordinary general meeting may be convened on the requisition
of one or more shareholders holding, at the date of deposit of the
requisition, not less than one tenth of the paid up capital of the
Company having the right of voting at general meetings. Such requisition
shall be made in writing to the Board or the Company Secretary for the
purpose of requiring an extraordinary general meeting to be called by the
Board for the transaction of any business specified in such requisition.
Such meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit, the Board fails to proceed
to convene such meeting, the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed
to the requisitionist(s) by the Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Procedure for putting forward proposals at general
meeting

A shareholder shall make a written requisition to the Board or the
Company Secretary at the Company’s office in Hong Kong, specifying
the shareholding information of the shareholder, contact details and the
proposal he/she intends to put forward at general meeting regarding any
specified business and its supporting documents.

Shareholders’ enquiries

Shareholders should direct their questions in relation to their
shareholdings to the Company’s share registrar. Shareholders may at any
time make a request for the Company’s information to the extent that
such information is publically available. Shareholders may send written
enquiries to the Board by writing to the Company Secretary at the
Company'’s office in Hong Kong at Room A, 29th Floor, Tower B, Billion
Centre, 1 Wang Kwong Road, Kowloon Bay, Kowloon, Hong Kong.

Constitutional Documents

There is no change in the Company’s constitutional documents during
the year ended 31 December 2015.
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INDEPENDENT AUDITOR'S REPORT

B M A% BLA

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 set
out on pages 48 to 171, which comprise the consolidated statement
of financial position as at 31 December 2015, and the consolidated
statement of profit or loss, consolidated statement of profit or loss and
other 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.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

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 financial position of the Company and its subsidiaries
as at 31 December 2015, and of their financial performance and cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.

RSM Hong Kong
Certified Public Accountants
Hong Kong

30 March 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
PN B E
For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

2015 2014
—E-HF —F-OF
HK$’000 HK$'000
FET FET
Revenue WA 8 1,539,344 1,582,333
Cost of sales 4 & A (1,247,363) (1,272,216)
Gross profit EF 291,981 310,117
Other income H A 9 23,720 105,145
Selling and distribution expenses HE R DA (28,211) (32,827)
General and administrative expenses — M RITHAX (262,990) (271,554)
Other operating expenses and income Hith & E R S R 11 (97,010) (11,555)
Gain on a bargain purchase EAERLE A 40(b) 9,546 =
(Loss)/Profit from operations e (BR) wR (62,964) 99,326
Finance costs & AR 12 (8,792) (13,267)
(Loss)/Profit before tax BREBLAT (B51E) B A (71,756) 86,059
Income tax expense Fris i X 13 (5,410) (26,707)
(Loss)/Profit for the year FR(ER) SRF 14 (77.166) 59,352
Attributable to: LATRATEERER

Owners of the Company RRABERFBA (63,489) 77,246
Non-controlling interests PR (13,677) (17,894)
(77,166) 59,352
HK Cents HK Cents
B JEN

(Loss)/Earnings per share BR(G8E) BN 18
Basic B (7.10) 8.64
Diluted BE (7.24) 8.64
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
ﬁ,-\-./\ E N7
ErEmN

For the year ended 31 December 2015 &= =%

Ht 2w Wk

—hAFt+t=-A=+—8

2015 2014
—E-hHfF — &
HK$'000 HK$°000
FHET FET
(Loss)/Profit for the year ER(ER)BR (77,166) 59,352
Other comprehensive income: H 2 m &=
Items that will not be reclassified BT EEN D EE B o HE
to profit or loss:
Surplus on revaluation of leasehold land HETHEBESEH AR 50,907 21,088
Income tax on items that will TreEM EEBEECEE
not be reclassified to profit or loss 2B (10,688) (4,416)
40,219 16,672
Items that may be reclassified AEFHEERmZHE
to profit or loss:
Exchange differences on translating REBIEBEEZELEZR
foreign operations (45,664) (16,159)
Other comprehensive income for FAKRBREHMZE K E
the year, net of tax (5,445) 513
Total comprehensive income for the year ERA X HEUW AL (82,611) 59,865
Attributable to: LT ALEGRER:
Owners of the Company RARE=RFTAA (68,924) 78,034
Non-controlling interests FEERRE = (13,687) (18,169)
(82,611) 59,865
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
maE PR R

At 31 December 2015 R=—Z—R&+-HA=+—8H

2015
—E-—RF
HK$'000
FET
Non-current assets ERBEE
Property, plant and equipment Y - e R 19 899,035 850,414
Goodwill RS 21 - =
Intangible assets EBREE 22 718 14,326
Available-for-sale financial assets AtEEEREE 23 - =
Deposits paid for acquisition of property, TEREEYE  #BE Rk
plant and equipment BB IEE 7,066 7,183
Deferred tax assets BEERIEEE 35 12,282 =
919,101 871,923
Current assets REBEE
Inventories ZES =1 24 173,924 200,572
Trade receivables B 5 FIE 25 361,385 414,772
Prepayments, deposits and other receivables {318 « & R EMEIWFIA 26 64,526 80,488
Financial assets at fair value through BAFEGAERERD
profit or loss EHEE 27 - 614
Pledged bank deposits EEMIBITER 28 - 20,233
Restricted bank balances BRHBRITER 28 4,117 4,359
Bank and cash balances RITRIR B 28 260,529 237,019
864,481 958,057
Assets classified as held for sale THEABEHEESE 29 8,020 =
Total current assets BRBEE 872,501 958,057
Current liabilities REBEE
Trade payables B 5 EMNRE 30 225,906 271,990
Deposits received Bz & 330 508
Other payables and accruals HiERRIBRETER 30 87,681 87,498
Financial liabilities at fair value through BRAFEFABRED
profit or loss ERAaE 27 52,434 8,888
Due to a related company FE T BEE N R IR 31 1,895 899
Due to a director FERESHIA 32 - 1,860
Bank borrowings RITHE K 33 422,536 521,970
Current tax liabilities BNERFIE B 1& 24,585 30,969
815,367 924,582
Liabilities directly associated with assets (2D EABEHEEE
classified as held for sale EEERZEE 29 2,502 =
Total current liabilities BREEE 817,869 924,582
Net current assets RBEEFE 54,632 33,475
Total assets less current liabilities EELEBERRBEE 973,733 905,398

Ka Shui International Holdings Limited ZEHEIRZERERALQTE Annual Report 2015 —Z—HFF K



CONSOLIDATED STATEMENT OF F|NANC|A|_ POS|T|ON (CONTINUED)
n‘/-ﬁ Zl-i&)l:lﬁ /\R’lja% (n\a)

At 31 December 2015 R=Z—HF+-_A=+—H

2015 2014
—E-HEF — &
HK$'000 HK$'000
FET FETT
Non-current liabilities FREAE
Financial liabilities at fair value through RATEFABRZED
profit or loss SRBE 27 25,934
Bank borrowings |ITEK 33 181,051 28,000
Deferred tax liabilities RIERIEE & 35 35,248 27,855
242,233 55,855
NET ASSETS EEFRE 731,500 849,543
Capital and reserves BEXR#E
Share capital & 2 36 89,376 89,376
Reserves i 8 38 639,555 728,612
Equity attributable to owners ARBERFEARGESR
of the Company 728,931 817,988
Non-controlling interests FERER 2,569 31,555
TOTAL EQUITY EHAR 731,500 849,543
Approved by the Board of Directors on 30 March 2016 and are signed on s Eem —E—<4E= A=+ H# )k - W H
its behalf by: LATE%TJE?EER
Lee Yuen Fat Wong Cheong Yiu
TR EE
Director Director
EE EE

Annual Report 2015 =ZZ—hF R Ka Shui International Holdings Limited ZixEIBIZERARLQE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GAERBHE

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

Attributable to owners of the Company
AAAREREARLER
Foreign
currency
Merger translation
reserve  reserve

Land

Statutory revaluation
reserve  reserve
1h5f
i
HK$'000

Non-
controlling
interests

Share
option
reserve

Share
capital

Share
premium

Retained
earnings

Capital

reserve Total

REEH
HK$000

EMJE% % %‘ﬁﬁ ’L‘t‘
HK$'000  HK$'000 HK$’000

RNk

HKS 000 HK$'000 HK$'000

HK$ 000

At 1 January 2014 RZT-BE-R-A 89345 204338 340483 803%  (9931) 75790 U 8601 87562 804248 49315 853563
Total comprehensive income M2 AU

for the year - - 71246 - - (15,675 - - 16463 78034 (18,169 59,365
Grant of shares under share 4 815 I Rt

award scheme ZIRH - - - - - - 9 - - 29 - 29
lssue of shares granted under  ER(IREHETES

share award scheme I 2 m - - - - (292) - - - - -
Issue of shares upon RiTfERERET

the exercise of share options 2 {3 10 31 - - - - - - - 41 - 4
Brercse of share options {1 2 B IR E = 10 = = > > (10) = = - - -
Forfeiture of share options ~ RU 2 BIRE - - 4 = = = 4 = = = = -
Transfer from statutory reserve EBZATEE - - 878 - - - = (879) - s - S
Recognition of share-based RN RIEES B 21

payments - - - - - - 614 - - 614 409 1,03
Dividends paid EfiRE - - (6524 - - - - - - (541 - (5.241)
Changes in equity for the year FAEZEEH 31 312 12887 - - (15675) 600 (878) 16463 13740 (17,760)  (4,020)
At 31 December 2014 RZE-RETZA=+-RBR

and 1 January 2015 “Z-1F-8-H 89,376 204,650 353,370 8036  (9931) 60,115 624 1723 104025 817,988 31555 849,543
Total compreensive income ~ ER2 AN

for the year - - (63489 - - (45,654) - - 40219 (68.924) (13,687)  (82,611)
Adjustment of non-controlling & —5 KB -HEAF

interest arising from further ~ REEHFEERESR AR

acquisition of a subsidiary's

equity - - - G - - - - -G (53 ()
Forfeiture of share options {7 2 B E - - 675 = = - (67 = = = = -
Recognition of share-based BN RIEEE 2 FE

payments - - - - - - 88 - - 88 3 m
Dividends paid Efilk8 - - (14300 - - - - - - (14,300 - (14300
Changes in equity for the year £ REFEE - - (M (e) - (5658 (587) - 40219 (89.057)  (28,986) (118,043)
At 31 December 2015 R-E-RET-A=+-H 89376 204650 276,256 2,115 (9,931) 14,461 31 1,723 144244 728931 2,569 731,500
Ka Shui International Holdings Limited ZEHEIRZERERALQTE Annual Report 2015 —Z—HFF K



CONSOLIDATED STATEMENT OF CASH FLOWS
EHREMER

—hAFt+t=-A=+—8

wm
For the year ended 31 December 2015 &= =%

2015 2014
—E-—RF —MEF
HK$'000 HK$000
FET FE T
NET CASH GENERATED FROM REXBRBRELER
OPERATING ACTIVITIES 108,667 176,690
CASH FLOWS FROM INVESTING ACTIVITIES REZBH2HEERE
Decrease/(Increase) in pledged bank deposits B #EMIRITEFOR L,/ (38 10) 20,039 (20,039)
Acquisition of subsidiaries Ui %75 (6,228) =
Deposit received from a potential investor BERHBARZ
of a subsidiary BEREEZT® 1,938 =
Interest received BFE 2,194 2,097
Proceeds from disposals of property, HEME  KBEREE
plant and equipment 440 589
Purchase of property, plant and equipment EEWE  HBEREE (100,612) (176,242)
Refund of land costs 1 H A AN AR 3R - 254
Deposit paid for the acquisition of property, ~ BRI #1% WERREZ XS
plant and equipment (3,421) (7,826)
Net cash used in investing activities REZHMERSFE (85,650) (201,167)
CASH FLOWS FROM FINANCING ACTIVITIES REZEE2HERE
Acquisition of non-controlling interest Y FEHE AR HE 2 (21,243) =
Issue of shares upon the exercise of H1T{EERREm T 2R M
share options - 41
Dividends paid B R E (14,300) (65,241)
(Repayment to)/Advance from a director (H%%EL S HEERNZRIA (1,860) 1,860
Net short term bank loans (repaid)/raised a%a )/ HIE R BIRITE R (125,456) 105,635
Repayment of obligations under B E ML AIE
finance leases - (1,330)
Repayment of long term bank loans EERHIBITER (139,975) (119,872)
Long term bank loans raised G EHEITER 315,922 68,120
Net cash generated from/(used in) METHHME (B)RLFHE
financing activities 13,088 (10,787)
NET INCREASE/(DECREASE) IN CASH AND ReEREFHEELER
CASH EQUIVALENTS ®#m/ CRd) FE 36,105 (35,264)
CASH AND CASH EQUIVALENTS R—A—HBWEER
AT 1 JANUARY ZREHAELER 237,019 275,144
Effect of foreign exchange rate changes EXFHTE (9,994) (2,861)
CASH AND CASH EQUIVALENTS AT R+-—A=+—HWEREK
31 DECEMBER £EELEA 263,130 237,019
Bank and cash balances included DEAFEHEEEZR SR
in assets held for sale ZRIR&IEE (2,601) -
260,529 237,019
ANALYSIS OF CASH AND CASH ReRERARLEAIN
EQUIVALENTS
Bank and cash balances R1TRIRE &5k 260,529 237,019
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GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies
Law of the Cayman Islands. The address of its registered office is
Clifton House, 75 Fort Street, P.O. Box 1350 GT, George Town,
Grand Cayman, Cayman Islands. The address of its principal
place of business is Room A, 29/F., Tower B, Billion Centre, 1
Wang Kwong 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 20 to the
consolidated financial statements.

In the opinion of the directors of the Company, as at 31
December 2015, 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.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA"). HKFRSs comprise
Hong Kong Financial Reporting Standards (“HKFRS"”); Hong
Kong Accounting Standards (“HKAS"); and Interpretations.
These consolidated financial statements also comply with the
applicable disclosure provisions of the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”) and
with the disclosure requirements of the Hong Kong Companies
Ordinance (Cap. 622).

Ka Shui International Holdings Limited ZixEEIEREIRA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE RS R AR MY R

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

NAEEH
ARRIBRBEREHESRAAEERE
HEEMKIAXHREERAA -
o i 9% = 65 #h 25 B Clifton House,
75 Fort Street, P.O. Box 1350 GT,
George Town, Grand Cayman, Cayman
Islands - HF & XM R/BEBNEN
BERKE —RERPOBE2IEAE -
RARZBRNDEEEBERGMERA
A (TBE R P l) EAR 7 o

ARBB—RREERRAR - KB L
AN E2EBHNAGEE P BHRRM T
20 °
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A EREEE((ZERE]D) BARRZ

RBERTT ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (
PR E

For the year ended 31 December 2015 B &=

an

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS
AND REQUIREMENTS

(a)

(b)

Annual Report 2015 —ZT—HFF R

Application of new and revised HKFRSs

In the current year, the Group has adopted all the new
and revised HKFRSs issued by the HKICPA that are relevant
to its operations and effective for its accounting year
beginning on 1 January 2015. 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 and prior years.

New and revised HKFRSs in issue but not yet
effective

The Group has not early applied new and revised HKFRSs
that have been issued but are not yet effective for the
financial year beginning 1 January 2015. The directors
anticipate that the new and revised HKFRSs will be
adopted in the Group’s consolidated financial statements
when they become effective. The Group is in the process
of assessing, where applicable, the potential effect of all
new and revised HKFRSs that will be effective in future
periods but is not yet in a position to state whether these
new and revised HKFRSs would have a material impact on
its results of operations and financial position.

List of the new and revised HKFRSs in issue that are
relevant to the Group’s operations but not yet effective for
the year is set out as follows:

HKFRS 9 Financial Instruments’
HKFRS 15 Revenue from Contracts with
Customers'
Amendments Disclosure Initiative?
to HKAS 1
Amendments Annual Improvements to HKFRSs
to HKFRSs 2012-2014 Cycle?

! Effective for annual periods beginning on or after
1 January 2018, with earlier application permitted.

2 Effective for annual periods beginning on or after
1 January 2016, with earlier application permitted.

)
(%)

F-AF+-A=+-8

R REBITEEMBER
HEA

(a)

(b)

BERAMIREEITRYHE
] & A
E’\ZK$F AEBEERMBERAR
AGEE BmEESAMAGR
‘EF‘EIQ_E EF—-A—BF
HEE ‘+¢F$i&ﬁﬁﬁﬁﬁ%ﬁﬂ
)32”«1 AIREMBEREEL - K
iWuZ%%ﬁuT&ZM FIME BT
¢/¢H'J1ﬂ51§$%lﬂﬁ AT
CAREMBRENZET A
&ZKEFEE%J:MEEJE%%?EE’U@%&

C 98 1B 1) R A Rz 5T R
RIEATEBUBHREER
S SRR F R A 2 R MR
ARZZ-RF-A—HRKZ
F R FR] RGBT &
BB IREER - EEFEHHA]
REERIBBMBRELEIKR
ERERAEBGA B RRER
A o ANEEEE IERY A (@) AT
B AP R R HA RS A R # AT R A
ERREMBRELENZEEY
& EHREELFHTREE
RAEMBHREENGEHAEL
BRERVBERBRERTE -

EAREELER MR R ER] (BR
FARER) BEVBRSEINMT

ERMBHRSEL SRIA

E o5k
ERUBREELN BFEARZEA
51555
BB G ERIFE 15 T B EE?
(12&T)
BEAUBRELER BAEPBREER
(1&31) —E—_—F%F
—i*mfﬁ
BHZFE
DA 32

R-T—NF—A—HZEARH
B FERREN  AITREE
o
R-T—RNFE—A—HZENERH
Mz FEREER AT TFRRFPE
=18
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRRMEE ()

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
AND REQUIREMENTS (Continued)

() New Hong Kong Companies Ordinance (Cap.
622)
The requirements of Part 9 “Accounts and Audit” of
the new Hong Kong Companies Ordinance (Cap 622)
came into operation during the financial year. Although
the Company is not incorporated in Hong Kong, the
Listing Rules require the Company to comply with the
disclosure requirements of the new Hong Kong Companies
Ordinance (Cap.622). As a result, there are changes to
presentation and disclosures of certain information in the
consolidated financial statements.

(d) Amendments to the Listing Rules

The Stock Exchange in April 2015 released revised
Appendix 16 of the Listing Rules in relation to disclosure
of financial information in annual reports that are
applicable for accounting periods ending on or after
31 December 2015, with earlier application permitted.
The Company has adopted the amendments resulting in
changes to the presentation and disclosures of certain
information in the consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared
under the historical cost convention, unless mentioned otherwise
in the accounting policies below (e.g. leasehold land and certain
financial instruments that are measured at fair value).

The preparation of consolidated financial statements in
conformity with HKFRSs requires the use of certain critical
accounting estimates. It also requires management to exercise
its judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements are disclosed
in note 5.

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

Ka Shui International Holdings Limited ZixEEIZEREIRA

R REBIT B R B R
HEEA (&)

() HEBERBDAKRD (5$622F)

REBFEE R AUED (F622F)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONT

NUED)

R P ERAR M (&)

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Annual Report 2015

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. The Group controls an entity when
it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect
those returns through its power over the entity. The Group
has power over an entity when the Group has existing
rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s
returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by
other parties. A potential voting right is considered only if
the holder has the practical ability to exercise that right.

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

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i)
the fair value of the consideration of the sale plus the fair
value of any investment retained in that subsidiary and (ii)
the Company’s share of the net assets of that subsidiary
plus any remaining goodwill and any accumulated foreign
currency translation reserve relating to that subsidiary.

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.

—T-HEEER

4. FEEFHERE)

(a)

mERE
REMBHRREEARR REHK
BAREBET-—A=+—HI®
BHEH/K - MWEBRARA/AEEE
ERFENER -EXKEER
Het W85 —ERzO0®m I
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BNGRwESH 2 mE - ARE
AEBYZERERZEGE - &
AEBRERNSHEBATHRE
THEEEE (AHERL®RE
REAZENRE) - IAKEEH
ZEBHEAESN -

EFEASBEEEHA N #
B ARESEEEERREN
REAME T ARBERRE - &
ERREERFBEARBEERE
NAIATEZBENE T TER

MEARREHEEEEAKHE
ERZEAEFE  LREHE
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AHE—FEMBARMERKE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

n\/-_l_\

B B 75 AR B 5

For the year ended 31 December 2015 HZEZ ==

(%)

—hAFt+t=-A=+—8

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

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
statement of profit or loss and consolidated statement
of profit or loss and other 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.

Ka Shui International Holdings Limited ZixEEIZEREIRA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONT

NUED)

R P ERAR M (&)

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Annual Report 2015

Business combination and goodwill

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

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

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 sum of the
consideration transferred in a business combination to
calculate the goodwill.

The non-controlling interests in the subsidiary are
initially measured at the non-controlling shareholders’
proportionate share of the net fair value of the
subsidiary’s identifiable assets and liabilities at the
acquisition date.

—T-HEEER

4. FEEFHERE)

(b)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRRMEE ()

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

(c)

Business combination and goodwill
(Continued)

After initial recognition, goodwill is measured at cost
less accumulated impairment losses. For the purpose
of impairment testing, goodwill acquired in a business
combination is allocated to each of the cash-generating
units (“CGUs"”) or groups of CGUs that is expected to
benefit from the synergies of the combination. Each
unit or group of units to which the goodwill is allocated
represents the lowest level within the Group at which the
goodwill is monitored for internal management purposes.
Goodwill impairment reviews are undertaken annually
or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of
the CGU containing the goodwill is compared to its
recoverable amount, which is the higher of value in use
and the fair value less costs of disposal. Any impairment
is recognised immediately as an expense and is not
subsequently reversed.

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.

(ii) Transactions and balances in each entity’s

financial statements

Transactions in foreign currencies are translated
into the functional currency on initial recognition
using the exchange rates prevailing on the
transaction dates. Monetary assets and liabilities in
foreign currencies are translated at the exchange
rates at the end of each reporting period. Gains
and losses resulting from this translation policy are
recognised in profit or loss.
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c) Foreign currency translation (Continued)

(ii)

(iii)

Annual Report 2015

o

Transactions and balances in each entity’s
financial statements (Continued)
Non-monetary items that are measured at fair
value 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,
component of that gain or loss is recognised in

any exchange

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 are translated at
average exchange rates for the period
(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 other comprehensive income
and accumulated in the foreign currency
translation reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

n\/-_l_\

B B 75 AR B 5
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

(d)

Foreign currency translation (Continued)

(iii)  Translation on consolidation (Continued)
On consolidation, exchange differences arising
from the translation of monetary items that form
part of the net investment in foreign entities are
recognised in other comprehensive income and
accumulated in the foreign currency translation
reserve. When a foreign operation is sold,
such exchange differences are reclassified to
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

Property, plant and equipment, other than leasehold land
(classified as finance leases), held for use in the production
or supply of goods or services, or for administrative
purposes (other than properties under construction as
described below), are stated in the consolidated statement
of financial position at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment
losses, if any.

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.

Leasehold land held for use in the production or supply
of goods or services, or for administrative purposes, are
stated in the consolidated statement of financial position
at their revalued amounts, being the fair value at the
date of revaluation, less any subsequent accumulated
depreciation and subsequent accumulated impairment
losses. Revaluations are performed with sufficient
regularity such that the carrying amounts do not differ
materially from those that would be determined using fair
values at the end of each reporting period.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Annual Report 2015

Property, plant and equipment (Continued)
Any revaluation increase arising on the revaluation of
such land is recognised in other comprehensive income
and accumulated in land revaluation reserve, except to
the extent that it reverses a revaluation decrease for the
same asset previously recognised in profit or loss, in which
case the increase is credited to profit or loss to the extent
of the decrease previously expensed. A decrease in the
carrying amount arising on the revaluation of such land is
recognised in profit or loss to the extent that it exceeds
the balance, if any, held in the land revaluation reserve
relating to a previous revaluation of that asset.

Depreciation of revalued land is recognised in profit or
loss. On the subsequent sale or retirement of a revalued
land, the attributable revaluation surplus remaining in the
land revaluation reserve is transferred directly to retained
earnings.

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:

5 to 20 years or over the
unexpired term of lease

over the unexpired term
of lease

shorter of 3 years and the
unexpired term of lease

Buildings
Leasehold land

Leasehold improvements

Plant and machinery 5 to 10 years

Computer equipment 3 to 5 years

Furniture, fixtures and 3 to 5 years
office 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 equipment pending
installation, and is stated at cost less impairment losses.
Depreciation begins when the relevant assets are available
for use.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(d)

(e)

()

(9)

(h)

Property, plant and equipment (Continued)
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.

Leases
The Group as lessee

(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.

The Group as lessor
(i) Operating leases

Leases that do not substantially transfer to the
lessees all the risks and rewards of ownership of
assets are accounted for as operating leases. Rental
income from operating leases is recognised on a
straight-line basis over the term of the relevant
lease.

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

Patents and trademarks

Patents and trademarks are stated at cost less
accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis over
their estimated useful lives of 7 years.

Club membership

Club membership with indefinite useful life is stated at
cost less any impairment losses. Impairment is reviewed
annually or when there is any indication that the club
membership has suffered an impairment loss.
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

()]
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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,
an appropriate proportion of all production overhead
expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling price

direct labour and

in the ordinary course of business, less the estimated costs
of completion and the estimated costs necessary to make
the sale.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in
the consolidated 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.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)

Financial assets

Financial assets are recognised and derecognised on a
trade date basis where the purchase or sale of an financial
asset is under a contract whose terms require delivery of
the financial assets 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.

The Group classifies its financial assets in the following
categories: at fair value through profit or loss, loans
and receivables and available-for-sale. The classification
depends on the purpose for which the financial assets
were acquired. Management determines the classification
of its financial assets at initial recognition.

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

(ii) Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. These assets
are carried at amortised cost using the effective
interest method (except for short-term receivables
where interest is immaterial) minus any reduction
for impairment or uncollectibility. Typically trade
and other receivables, bank balances and cash are
classified in this category.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)

U]
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Financial assets (Continued)

(iii)  Available-for-sale financial assets
Available-for-sale financial assets are non-derivative
financial assets that are not classified as loans and
receivables 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 and accumulated in the investment
revaluation reserve, 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 reclassified from
equity to profit or loss. Interest calculated using
the effective interest method and dividends on
available-for-sale equity investments are recognised
in profit or loss.

Investments in equity instruments that do not have
a quoted market price in an active market and
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled
by delivery of such unquoted equity instruments,
are measured at cost less impairment losses.

Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less allowance for
impairment.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m)

(n)

(o)

Cash and cash equivalents

For the purpose of the statement of cash flows, cash
and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments
which are readily convertible into known amounts of cash
and subject to an insignificant risk of change in value.
Bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.

Non-current assets held for sale and
discontinued operations

Non-current assets or disposal groups are classified as
held for sale if their carrying amount will be recovered
principally through a sale transaction rather than
through continuing use. This condition is regarded as
met only when the sale is highly probable and the asset
or disposal group is available for immediate sale in its
present condition. The Group must be committed to the
sale, which should be expected to qualify for recognition
as a completed sale within one year from the date of
classification.

Non-current assets or disposal groups classified as held for
sale are measured at the lower of the asset’s or disposal
group’s previous carrying amount and fair value less costs
to sell.

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.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

(p)
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Financial liabilities and equity instruments

(Continued)

(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.

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

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

Revenue 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.

Rental income is recognised on a straight-line basis over
the lease term.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits

(q)

()

(ii)

(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 at the earlier
of the dates when the Group can no longer
withdraw the offer of those benefits and when the
Group recognises restructuring costs and involves
the payment of termination benefits.

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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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

(t)

Annual Report 2015

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,
such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the

until

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.

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.
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For the year ended 31 December 2015 HZEZ ==
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u)

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 of items of income or expense
that are taxable or deductible in other years and 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
consolidated 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, 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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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u)

(v)

Annual Report 2015

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.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

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.

Impairment of non-financial assets

The carrying amounts of non-financial assets are reviewed
at each reporting date for indications of impairment
and where an asset is impaired, it is written down as an
expense through the consolidated statement of profit
or loss to its estimated recoverable amount unless the
relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation
decrease. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other
assets or groups of assets. If this is the case, recoverable
amount is determined for the CGU to which the asset
belongs. Recoverable amount is the higher of value in use
and the fair value less costs of disposal of the individual
asset or the CGU.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v)

(w)

Impairment of non-financial assets
(Continued)

Value in use is the present value of the estimated future
cash flows of the asset/CGU. Present values are computed
using pre-tax discount rates that reflect the time value
of money and the risks specific to the asset/CGU whose
impairment is being measured.

Impairment losses for CGUs are allocated first against
the goodwill of the unit and then pro rata amongst the
other assets of the CGU. Subsequent increases in the
recoverable amount caused by changes in estimates are
credited to profit or loss to the extent that they reverse
the impairment 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.

Impairment of financial assets

At the end of each reporting period, the Group assesses
whether its financial assets (other than those at fair value
through profit or loss) are impaired, based on objective
evidence that, as a result of one or more events that
occurred after the initial recognition, the estimated future
cash flows of the (group of) financial asset(s) have been
affected.

In addition, for trade receivables that are assessed not
to be impaired individually, the Group assesses them
collectively for impairment, based on the Group’s past
experience of collecting payments, an increase in the
delayed payments in the portfolio, observable changes
in economic conditions that correlate with default on
receivables, etc.

Only for trade receivables, the carrying amount is reduced
through the use of an allowance account and subsequent
recoveries of amounts previously written off are credited
against the allowance account. Changes in the carrying
amount of the allowance account are recognised in profit
or loss.

For all other financial assets, the carrying amount is
directly reduced by the impairment loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(w)

(x)

(y)

Annual Report 2015 =%

Impairment of financial assets (Continued)

if the
amount of the impairment loss decreases in a subsequent
period and the decrease can be related objectively to an
event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed (either
directly or by adjusting the allowance account for trade
receivables) through profit or loss. However, the reversal

For financial assets measured at amortised cost,

must not result in a carrying amount that exceeds what
the amortised cost of the financial asset would have been
had the impairment not been recognised at the date the
impairment is reversed.

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 are adjusting events and are reflected
in the consolidated financial statements. Events after
the reporting period that are not adjusting events are
disclosed in the notes to the consolidated financial

statements when material.
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

5. 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.

(a)

(b)

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.

The allowance on inventories as at 31 December 2015 was
approximately HK$19,599,000 (2014: HK$7,350,000).

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.

The carrying amount of property, plant and equipment as
at 31 December 2015 was approximately HK$899,035,000
(2014: HK$850,414,000).
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

5. KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(c)

(d)

(e)

Annual Report 2015 —ZT—HFF R

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.

The allowance on trade receivables as at 31 December
2015 were approximately HK$53,000 (2014:
HK$2,113,000). No allowance was made on other
receivables as at 31 December 2015.

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. During the year, HK$5,410,000 (2014:
HK$26,707,000) of income tax was charged to profit
or loss based on the estimated profit from continuing
operations.

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.

The carrying amount of leasehold land as at 31 December
2015 was approximately HK$215,900,000 (2014:
HK$175,400,000).
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

5. KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(f)

Fair value of financial assets/liabilities at fair
value through profit or loss

As disclosed in notes 7 and 27 to the consolidated
financial statements, the fair values of the financial assets/
liabilities at fair value through profit or loss at the end
of the reporting period were determined using marking-
to-market approach and discounted cash flow method.
Application of discounted cash flow method requires
the Group to estimate the prominent factors affecting
the fair value, including but not limited to, the assigned
value based on the current price of that instrument and
expected rate of return. Where the estimation on these
factors is different from those previously estimated,
such differences will impact the fair value gain or loss
of the financial instrument in the period in which such
determination is made.

The carrying amount of financial assets and financial
liabilities at fair value through profit or loss as at 31
December 2015 were approximately HK$Nil (2014:
HK$614,000) and HK$78,368,000 (2014: HK$8,888,000)
respectively.

6. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest rate

risk. The Group’s overall risk management programme focuses on

the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial performance.

(a)

Foreign currency risk

The Group has certain exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in HK$, United States dollars
("USD") and Renminbi (“"RMB"). The Group currently does
not have a foreign currency hedging policy in respect of
other foreign currency transactions, assets and liabilities.
The Group monitors its foreign currency exposure closely
and will consider hedging significant foreign currency
exposure should the need arise.
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6. FINANCIAL RISK MANAGEMENT (Continued)

(a)

Annual Report 2015

Foreign currency risk (Continued)

At 31 December 2015, if HK$ had weakened 0.5 per cent
(2014: 0.5 per cent) against USD with all other variables
held constant, consolidated loss after tax for the year
would have been approximately HK$717,000 lower (2014:
consolidated profit after tax HK$950,000 higher), arising
mainly as a result of the foreign exchange gain on trade
receivables and bank balances denominated in USD, but
partly offset by the foreign exchange loss on trade and
other payables and bank borrowings denominated in
USD (2014: foreign exchange gain on trade receivables
and bank balances denominated in USD, but partly
offset by the foreign exchange loss on trade payables
and bank borrowings denominated in USD). If HK$ had
strengthened 0.5 per cent (2014: 0.5 per cent) against
USD with all other variables held constant, consolidated
loss after tax for the year would have been approximately
HK$717,000 higher (2014: consolidated profit after tax
HK$950,000 lower),
foreign exchange loss on trade receivables and bank

arising mainly as a result of the

balances denominated in USD, but partly offset by the
foreign exchange gain on trade and other payables and
bank borrowings denominated in USD (2014: foreign
exchange loss on trade receivables and bank balances
denominated in USD, but partly offset by the foreign
exchange gain on trade payables and bank borrowings
denominated in USD).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRRMEE ()

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

6. FINANCIAL RISK MANAGEMENT (Continued)

(a)

Foreign currency risk (Continued)

At 31 December 2015, if HK$ had weakened 5 per cent
(2014: 1 per cent) against RMB with all other variables
held constant, consolidated loss after tax for the year
would have been approximately HK$5,021,000 lower
(2014: consolidated profit after tax HK$978,000 higher),
arising mainly as a result of the foreign exchange gain on
other receivables and bank balances denominated in RMB
held by Hong Kong subsidiaries, and the foreign exchange
gain on amounts due to group companies denominated in
HK$ incurred by the subsidiaries operating in the People’s
Republic of China (the “PRC") (2014: foreign exchange
gain on trade receivables and bank balances denominated
in RMB held by Hong Kong subsidiaries, and the foreign
exchange gain on trade and other payables denominated
in HK$ held by the subsidiaries operating in the People’s
Republic of China). If HK$ had strengthened 5 per cent
(2014: 1 per cent) against RMB with all other variables
held constant, consolidated loss after tax for the year
would have been approximately HK$5,021,000 higher
(2014: consolidated profit after tax HK$978,000 lower),
arising mainly as a result of the foreign exchange loss on
other receivables and bank balances denominated in RMB
held by Hong Kong subsidiaries, and the foreign exchange
loss on amounts due to group companies denominated
in HK$ incurred by the subsidiaries operating in the PRC
(2014: the foreign exchange loss on trade receivables
and bank balances denominated in RMB held by Hong
Kong subsidiaries, and the foreign exchange loss on trade
and other payables denominated in HK$ held by the
subsidiaries operating in the PRC).

Ka Shui International Holdings Limited ZixEEIZEREIRA

B R b E (&)
(a) HPERBE ()

R-ZE—HF+=-A=+—8"
WETHARBEEBE% (ZF
—MF :1%)  MEMFAE
HHEFIE  AFRKRBELEE
B3 18 #5384 495,021,000 7T (=
T—OF : BREBERS = 380
978,000/87L) * FEHMRNE S
BEIHBARINAAREEZ
ZoRURIERIBITEBEE Y
SNEWE - R EARKETE
([FRE) &8 2 @A Bl A T
FHEZ B EE QR REEEIN
BB (ZE—MF : NEB
BEHBARINARKEZ
Z 5 EUKIE RERTT R E 5D
EWE - IRPEEEZHEBA
RIAB LR E 2 B 5 1 H th g+
RIBEE ZINEWSFTED) i
BILHEAREAE% (ZE—T
F:1%) MEMFTEZEER
N BIFABRBIEGEEER
H#A1#95,021,0008 L (ZZF — g
F BREEERE & TR 4 978,000
BIL)  EEZEHAREBEEZ
MEBARIUWARKEEZESE
WRIB R SRTT 4 SR EE £ 2 HNE S
B RRTPEREECHEBRG N
BIETEZENEE AR REE
EHMNEFBRTR (ZT—HF - R
EBLEBEZHMERTAAREST
BB S RERUGRBRIBITESRE
EZINEBBB  FIRREE
BB RARINEITTEZES
MEMENRBERRITESRESE
ZONEBIEATIKEY) ©

Annual Report 2015 =Z—AFFH
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6. FINANCIAL RISK MANAGEMENT (Continued)

(a)

Annual Report 2015

Foreign currency risk (Continued)

At 31 December 2015, if RMB had weakened 5 per cent
(2014: 1 per cent) against USD with all other variables
held constant, consolidated loss after tax for the year
would have been approximately HK$4,248,000 lower
(2014: consolidated profit after tax HK$843,000 higher),
arising mainly as a result of the foreign exchange gain on
trade receivables of the PRC subsidiaries denominated in
USD. If RMB had strengthened 5 per cent (2014: 1 per
cent) against USD with all other variables held constant,
consolidated loss after tax for the year would have been
approximately HK$4,248,000 higher (2014: consolidated
profit after tax HK$843,000 lower), arising mainly as a
result of the foreign exchange loss on trade receivables of
the PRC subsidiaries denominated in USD.

At 31 December 2015, if RMB had weakened 5 per
cent (2014: 1 per cent) against USD with all other
variables held constant, consolidated loss after
tax for the year would have been approximately
HK$49,128,000 higher (2014: consolidated profit
after tax HK$2,084,000 lower), arising mainly as a
result of the loss on the USD to RMB forward contract
included in the financial assets/liabilities at fair value
through profit or loss. If RMB had strengthened
5 per cent (2014: 1 per cent) against USD with all other
variables held constant, consolidated loss after tax for
the year would have been approximately HK$49,128,000
lower (2014: consolidated profit after tax HK$2,084,000
higher), arising mainly as a result of the gain on the USD
to RMB forward contract included in the financial assets/
liabilities at fair value through profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

6. FINANCIAL RISK MANAGEMENT (Continued)

Credit risk

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

(b)

6. MBEREE(HE)

(b)

FERRE
AEEBRAEFRARNRFOE
HEBHBEREEAERE 5HE
BHRBARBNE LT :

Due from the Group’s largest  EU AN B & K& F 208
customer
Due from the Group’s five ERAEBERARE P HA

largest customers

14 22

57 70

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

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 well-recognised banks in Hong Kong
and the PRC and licensed banks in the United States of
America (the “USA").
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6. FINANCIAL RISK MANAGEMENT (Continued)

(c)

Annual Report 2015 —Z—HFF

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 currently 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.

6. MBEARERE(E)

(c)
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84 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
n‘/-.r\ Zl-iﬁ#&’%% Bﬁ- (n\,\)

For the year ended 31 December 2015 & - —RAF+=-A=+—H

6. FINANCIAL RISK MANAGEMENT (Continued) 6. HBEMRERE(HE)

(c) Liquidity risk (Continued) () H"BpELER (E)
2015
“E-1%
Maturity Analysis - Undiscounted cash outflows

EJ% A7 *ﬁ ﬂﬁﬁﬁﬁm»
More than1  More than 2 Total

Within  year butless years but less ~ More than  undiscounted

On demand 1year than2years than 5 years 5 years cash outflows
-ENE MENL AFRRE

RER -FR  BOREE  BOREE BENL ol 1
HK$°000 HK$'000 HK$'000 HK$'000 HK$:000 HK$'000
T FiEr Firn Firn BT Fir

Financial liabilties at fair value BLTEFABREY

through profit or loss SHAR - 52,434 26,747 - - 79,181
Bank borrowings RITER 404,536 18,161 76,042 118,026 - 616,765
Other payables and accruals AERFERETER U 80,158 - - - 80,182
Trade payables ERE55% 63,010 163,058 - - - 226,068
Due to a related company ENBEAANE 1,895 - - - - 1,895

6946 3B 10078 118026 - 1,004,091
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e M RARMEE ()

For the year ended 31 December 2015 HZ =T —HAF+=-A=+—H

6. FINANCIAL RISK MANAGEMENT (Continued)

(c) Liquidity risk (Continued)

On demand

REX

HK$000

6.

Within
1 year

—&R
HKS 000

B E b EE (&)

(c)

More than 1
year but less
than 2 years

REE S E R (&)

KRR
More than 2
years but less
than 5 years

AL

More than
5 years

RERE
HK$'000

Total
undiscounted

cash outflows

AR S

HK$000

Financial liabiites at fai value BATHETARERN
through profit or loss SHAE - 8,888 = = = 8,888
Bank borrowings BITER 471,970 45,358 28,250 - - 551,578
Other payables and accruals EbEATEREER 493 87,005 - - = 87,498
Trade payables EE53E 203,142 68,848 - - = 271,990
Due to a related company ERBEARRE 899 - - - - 899
Due to a director EREEHE 1,860 - - - - 1,860
64360 210,099 28,250 - -
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

6. FINANCIAL RISK MANAGEMENT (Continued) 6. HBEMRERE(HE)

(c) Liquidity risk (Continued) () H"BpELER (E)

The following table summarises the maturity analysis of TREMBIBERNBZEERKEREK
bank borrowings with a repayment on demand clause RHRITERIRZER BN
based on agreed scheduled repayments set out in the BEERABMNIABSN - Z
loan agreements. The amounts include interest payments SoWBPRERANFRTENF
computed using contractual rates. As a result, these ENIE Al ZF2BEREX
amounts were greater than the amounts disclosed in the FrE B BR B 9 A R [ Z 5k | e A
“on demand” time band in the maturity analysis contained HENEENEELES °

above.

Maturity Analysis - bank borrowings subject
to a repayment on demand clause based on scheduled repayments

AR -REERR AN RERERRRNBTEE
Ondemand  More than 1 More than 2 Total

or within  year but less years but less More than  undiscounted
1year  than2years than5 years 5years cash outflows
REXH —-ENE MENL KRR E
—£R BORME BLREE RENUE ekt
HK$'000 HK$000 HK$'000 HK$'000 HK$'000
AL FET AT TAT W

31 December 2015 ZE-AF+ZA=1-H
Bank borrowings RATER 336,011 48,352 45,150 - 429,513
31 December 2014 “Z-WE+-A=+-H
Bank borrowings BITER 419,471 33,445 31,699 = 484,615
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For the year ended 31 December 2015 % —

6. FINANCIAL RISK MANAGEMENT (Continued)

(d)

(e)

Annual Report 2015 —F—

Interest rate risk

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

At 31 December 2015, if interest rates at that date had
been 10 basis points (2014: 10 basis point) lower with all
other variables held constant, consolidated loss after tax
for the year would have been approximately HK$370,000
lower (2014: consolidated profit after tax HK$112,000
higher), arising mainly as a result of lower interest
expenses on bank borrowings but partly offset by lower
interest income on bank balances. If interest rates had
been 100 basis points (2014: 100 basis points) higher,
with all other variables held constant, consolidated loss
after tax for the year would have been approximately
HK$3,700,000 higher (2014: consolidated profit after tax
HK$1,116,000 lower), arising mainly as a result of higher
interest expenses on bank borrowings but partly offset by
higher interest income on bank balances.

Categories of financial instruments at
31 December 2015

Financial assets: EREE:
Loans and receivables (including & 7k & & Y 3¢

)
(%)

T-hFE+-A=+—H

6. HMBEBRERE(E)

(d)

(e)

cash and cash equivalents) (@?ﬁiﬁu%&#ﬂiﬁﬁlﬁﬁ B)
Financial assets at fair value RATEFABREED
through profit or loss: CREE
Held for trading FIEER
Financial liabilities: SRAE:

Financial liabilities at
amortised cost

Financial liabilities at fair value &2 F{EFF ABZREN
through profit or loss: SREME :
Held for trading FHEER

BEERATAE 2 SBAE

R R @ ke

$§‘%E’\Jﬂ$ﬂ"kéﬁﬁﬁﬁﬁ
CRHEERBER - ZFEEK
f%?ﬂ;zftﬁﬁ%“‘ﬁ%m%ﬂﬁ/ﬂﬁﬁ?

BNTRMEE -

RZE—RAF+=-A=+—8"
WMAETHKIOEES (ZT— I
FI0EES)  MEMATE#
FHEFETE  AFARBRES
B 18 8 7 4 £9370,0005% T (=
T— U REBLBERES B RGN
112,000 L) « TEBRNRITE
HEF B AT B
YEeHRITEHOFBWKAR
D BT S o i E £ FA1001E £
(ZZE— U4 : 100 E2) -
mEMTAEZE8GEFTTE A
FABRBELEEEEBEEND
3,700,000 L (ZZF —MF : K
1&g 4R 6 % FR 421,116,000/8
JC)  EERRBITERNFER
XM - EBHEESHE
TR T BUA LG INATIK Y -

R-E-RF+=-A=+—8
ERMIAZDE

2015
—ZE2-H1F

2014
—F-OF
HK$'000
FET

HK$°000
TET

677,284 736,485
- 614
911,732 884,217
78,368 8,888

hFEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

R B ERRME (&)

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

6. FINANCIAL RISK MANAGEMENT (Continued)

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

7. FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The following
disclosures of fair value measurements use a fair value hierarchy
that categorises into three levels the inputs to valuation
techniques used to measure fair value:

Level 1 inputs:  quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can
access at the measurement date.

Level 2 inputs: inputs other than quoted prices included within
Level 1 that are observable for the asset or
liability, either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset and liability.

The Group’s policy is to recognise transfers into and transfers out

of any of the three levels as of the date of the event or change in
circumstances that caused the transfer.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) s9
e M RARMEE ()

For the year ended 31 December 2015 HZ =T —HAF+=-A=+—H

7. FAIR VALUE MEASUREMENTS (Continued) 7. DAY EFE(E)
(a) Disclosures of level in fair value hierarchy: (@) 2T ESHREBEE:

Fair value measurement using: Total
AVEFERA: By
Description E Level 1 Level 2 Level 3 2015

£1E #28 #3E <—B-IF
HK$'000 HK$°000 HK$°000 HK$°000

FET FET FET FET

Recurring fair value measurements: S M AFEE :

Leasehold land HE L
Commercial - Hong Kong BHE-BH - - 36,000 36,000
Commercial - the PRC [CE S - - 179,900 179,900
Total &t - - 215,900 215,900

Recurring fair value measurements: £ M AFEE :

Financial liabilities SREE
Financial liabilities at fair value BRATEFABREN
through profit or loss tHBR
Contingent consideration payable AR A | - - 7,166 7,166
Derivatives - currency forward fTETA-RHINE
contracts BH - 71121 - 71,121
Derivatives - interest rate swap fTETA-FXEE - 81 - 81

- 71,202 7,166 78,368
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

7. FAIR VALUE MEASUREMENTS (Continued) 7. AY¥EE(E)
(a) Disclosures of level in fair value hierarchy: (a) AFESREBHE: ()
(Continued)

Fair value measurement using: Total

Description

Recurring fair value measurements:

Financial assets

Financial assets at fair value
through profit or loss
Derivatives — currency forward

BEEATENE
tREE
OO Fi
SRAE
HETA-RMINEAY

Level 1

S1E
HK$'000

FHET

AFEHENA
Level 2
F2E
HK$'000
FET

Level 3
£3E
HK$'000
FET

By

2014
—Z-MF
HK$000
FET

contracts - 614 - 614
Leasehold land HELH
Commercial - Hong Kong EE-RE - - 35,000 35,000
Commercial - the PRC HE— - - 140,400 140,400
- - 175,400 175,400
Total &% - 614 175,400 176,014
Recurring fair value measurements: EXEMAFEE :
Financial liabilities cREE
Financial liabilities at fair value BATEFABEERMN
through profit or loss SRAR
Derivatives — currency MTETE-RHNEEHN
forward contracts - 8,888 - 8,888

Ka Shui International Holdings Limited ZEHEIRZERERALQTE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEIVIENTS (CONTINUED)

7. FAIR VALUE MEASUREMENTS (Continued)

Reconciliation of assets/(liabilities) measured
at fair value based on level 3:

(b)

nVT\
For the year ended 31 December 2015 &= —

CRE R e

(%)

T—RAFE+=-A=+—8H

7. 2AVEREGE)

(b)

REF=EAFEAENE
E (B HER:

Properties held Contingent
for own use - consideration 2015
Leasehold land payable Total
BEERME-
HETH EAHIARE @t
HK$'000 HK$'000 HK$'000
FET FET FET
At beginning of year 175,400 - 175,400
Additions - (6,750) (6,750)
Recognised in profit or loss: mHER
Depreciation charge for the E MR EE KA R
year recognised in cost of —RRABRFZH
sales and general and BRIIERZ
administrative expenses (4,349) - (4,349)
Loss on financial liabilities Hofth 2 18 A 2 R A A
at fair value through profit BRZEATEFAERE
or loss recognised in other EHepmaEss
operating expenses and
income - (416) (416)
Recognised in other oAt 2 T s P R
comprehensive income: - -
Exchange differences on BEBINEBEEZ
translating foreign EHERE
operations (6,058) - (6,058)
Surplus on revaluation of ME+THMERE
leasehold land Bz B% 50,907 - 50,907
At end of year 215,900 (7,166) 208,734

Annual Report 2015 —ZT—HFF R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e PR

For the year ended 31 December 2015 &= —

(%)

T-AF+=A=t-H

7. FAIR VALUE MEASUREMENTS (Continued)

(b) Reconciliation of assets/(liabilities) measured
at fair value based on level 3: (Continued)

AFEE (F&)

(b) REE="FEAFEFENE
E(AE) Bk (&)
Properties held
for own use - 2014

Leasehold land Total

RHEERAME—

HE i st

HK$000 HK$000
FRET TRET

At beginning of year ) 161,100 161,100
Refund of land costs T HAR AR 3K (254) (254)
Recognised in profit or loss: REZEPHER
Depreciation charge for the year A8 E AR & — R K&
recognised in cost of sales TRRATHERZTERS
and general and
administrative expenses (4,162) (4,162)
Recognised in other Hh 28 e IR
comprehensive income:
Exchange differences on BEBINEBEE Y
translating foreign bE X E
operations (2,372) (2,372)
Surplus on revaluation of HETMEE
leasehold land el s 21,088 21,088
At end of year FR 175,400 175,400

The total gains or losses recognised for the year are
presented in other operating expenses and income in
the consolidated statement of profit or loss, and the
revaluation reserve and foreign currency translation
reserve in the other comprehensive income.

All the gains or losses recognised in profit or loss for
the year arise from the unrealised gain and loss of the
leasehold land and the contingent consideration payable
held at the end of reporting period.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

REARERNBRBE BRI NEEIE
BRPZEMESERAIRKRAZS &
NEMEEBERD 2 EMFHEERERL
w27 -

ERBREAERNRERERARSE
MR cHELHNRERWE R E
BMENRAREBRESE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (
PR E

nVT\
For the year ended 31 December 2015 B &=

7. FAIR VALUE MEASUREMENTS (Continued)

(c)

Annual Report 2015

Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements at 31
December 2015:

The Group's chief financial officer is responsible for the
fair value measurements of assets and liabilities required
for financial reporting purposes, including level 3 fair
value measurements. The chief financial officer reports
directly to the Board of Directors for these fair value
measurements. Discussions of valuation processes and
results are held between the chief financial officer and the
Board of Directors at least twice a year.
For level 3 fair value measurements, the Group will
normally engage external valuation experts with the
recognised professional qualifications and recent
experience to perform the valuations.

Key unobservable inputs used in level 3 fair value
measurements are mainly unit price of the PRC and Hong
Kong leasehold land per square metre estimated based on
recent market transactions.

—T-HEEER

)
(%)

F-AF+-A=+-8

7. 2AVEREGE)

(c)

R-B—HFE+=ZA=+-—
BARBEREANGERS
RAFEFEMFRANMGE
FERBENEE :
REBMNYHRESE MR
HSHITAFNEERBENA
FEFE(BREFEIERAFER
2)  WHBERNEATETE
BERENESgER KL SR
EECFFEPMABRFT T WM
BEEFRBE@AER

RE=BAFEIBME A%
—HREBARRATLERE
BB E SR

ZRFEFEMAEIERH

BR2UTEERERANT

RepEATEREERE L
BT AKEMER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
n‘/-.l_\ 7.|- iﬁ 3{;& ’13«% Bﬁ- (n\,\)

For the year ended 31 December 2015 E —T—FHF+ - A=+—H

7. FAIR VALUE MEASUREMENTS (Continued)

(c)

Disclosure of valuation process used by
the Group and valuation techniques and
inputs used in fair value measurements at
31 December 2015: (Continued)

Level 2 fair value measurements

7. 2 ¥EFEE)

() R=-FE—EHEF+-A=+—HZXEK
EFRANGEERFRAFENE
FRANEESERSBEE
(48)

E-_BATEIE

Fair value
AYE
2015 2014
—B-1f “E-QmE
HK$'000 HK$'000
FEx FET
Assets/ Assets/
Description Valuation technique (Liabilities) (Liabilities)
BR fhER & EE/(8f) HE/(8F)
Financial assets/(liabilities) at fair Marking-to-market approach (a) Contractual amount - 614
value through profit or loss and discounted cash flow (b) Risk-free rate
Derivatives method (c) Expected tenor (71,121) (8,888)
- currency forward contracts MEFEERTRALTE (d) Contractual exchange rate
BAVFEFABSEZEREE/ (e) Settlement date market forward

(B8E)
{TETA
-RHNESH

- interest rate swap

RSk

Marking-to-market approach
and discounted cash flow
method

MEFHEERTRRERE

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

exchange rate
(@ &HEE
(b) EFZE B
(o) At
() AHER
(e) FEBM IS RBER
a) Notional amount
b) Fixed rate
¢) Counterparty floating rate
d) Effective date and termination
date
EEES
(b) Bl A%
(0 HRFENE
() BB HRLIEAH

( (81) -
(
(
(
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NOTES TO THE CONSOLIDATED F|NANC|A|_ STATEMENTS (CONT|NUED)
nV-J_\ 7.|- ﬁ‘i ')F& %‘zz Bﬁ- (n\,\ )

For the year ended 31 December 2015 &EZ —T—FHF+ - A=+—H

7. FAIR VALUE MEASUREMENTS (Continued) 7. QDFEFEGE)

(c) Disclosure of valuation process used by (00 MN=EBE-—RFE+=-A=t+—HZXKHE
the Group and valuation techniques and EfREANEERERAETE
inputs used in fair value measurements at FEANBESEZRSENIRE -
31 December 2015: (Continued) (&)

Level 3 fair value measurements E=-BATESE
Effect on fair
value for Fair value
increase AYE
Valuation Unobservable of inputs 2015 2014
Description technique inputs SUENY HK$'000  HKS'000
ER HER%E FARENSY B AVENTE FET ;i
Land use rights in Egongling ~ Direct comparison Accommodation value per RMB731/square metre - Increase 8,700 6,800
Village, Pinghu Town, approach square metre taking into RMB1,461/square metre i
Shenzhen City, the PRC ERURE account of location of the (2014: RMBG677/square metre
RERImTRER LS land use rights to the ity - RMB2,467/square metre)
hEEmE centre, time, quantumand ~ BEAKAREIBITEEEAA

plot ratio of the subjectland ~ AR¥14617 (2505
BERTHERRLUER SYARARBETINE
mRONEE BE-EE  §TEARARELLIT)

RERLH 2B
BYAABEER
Land use rights in Phoenix Direct comparison Accommodation value per RMB731/square metre - Increase 57,000 47,300
Avenue, Pinghu Town, approach square metre taking into RMB1,461/square metre E1
Shenzhen City, the PRC ERULEE account of location of the (2014: RMB677/square metre
hERITTHEER AR land use rights to the city - RMB2,467/square metre)
THERE centre, time, quantum and Wﬁ”ﬁ)\ﬁﬁﬂii@ﬁ

plot ratio of the subject land ~~ ARE1 4617 (ZF W% -
BERTHERENUESR BYARARB6TITE
TROMER BR EE  STARARELLTT)

REGLHHELES
BYHREEER
Land use rights in Western Direct comparison Accommodation value per RMB250/square metre - Increase 107,900 79,700
District of Daya Bay, approach square metre taking into RMB300/square metre il
Huizhou City, the PRC ERUEE account of location of the (2014: RMB300/square metre
PRIMATERER land use rights to the city - RMB337/square metre)
TifERE centre, time, quantum, SEHRARESOTEST A X
tenure and plot ratio of the ARE300T (Z3-1F:
subject land FEHRARE300TE

LZELHERELES FENAARERIT)
e LAEE B AR
ERFARER LR
RENETIABARR
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96 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
n‘/T\ Zl-iﬁ#&’%% Bﬁ- (n\,\)

For the year ended 31 December 2015 E —T—FHF+ - A=+—H

7. FAIR VALUE MEASUREMENTS (Continued) 7. LDFEFEE)

(c) Disclosure of valuation process used by (0 MN=E—RAFE+=-A=t+-—HZXKEHE
the Group and valuation techniques and ERRANGERFRAFETE
inputs used in fair value measurements at FERANEELTEZRBBNIERE :
31 December 2015: (Continued) (#8)

Level 3 fair value measurements (Continued) E-EBAVEIE(H)
Effect on fair
value for Fair value
increase AYE
Valuation Unobservable of inputs 2015 2014
Description technique inputs 28EmY HK$'000  HKS$'000
Y fHER*% FABRNSY E ATENYE A7 FAL
Land use rights in Wuhu City,  Direct comparison Accommodation value per RMB157/square metre - Increase 6,300 6,600
Anhui Province, the PRC approach square metre taking into RMB 158/square metre B
PEZEEEATN ERNEE account of location of the (2014: RMB158/square metre)
THERE land use rights to the city BT AKARBIITEEF AR
centre, time and tenure ARB18T(Z5-ME:

BERLHERELER FEHKARE158T)
TONER BRR
ERERNETTAERER

Land use rights in Kowloon Direct comparison Accommodation value per HK$9,005/square metre - Increase 36,000 35,000
Bay, Hong Kong approach square metre taking into HK$12,801/square metre £
BENEENTHERE  BENEE account of location of the (2014: HK$9,646/5quare metre
land use rights to the city - HK$12,001/square metre)
centre, time, quantum, view,  ETFX9,005BTEEE A K
building age and level 128018 (Z5-B%F:

BEETHWERRUES BRRK946ETE
mRLER BR-ER.  BTAKI0013T)
58 BENEHRKT

NETHKEEER
Contingent consideration Discounted cash Discount rate 22.75% Decrease (7,166) -
payable flow method HRE W
ERIARE BERRERE
Expected profit after tax Approximately HK$4,500,000 Increase
derived from the new to HK$4,900,000 E1n
business acquired for each year
mEBEHRRL 15%4,500,000%4,900,0005 T
BRRBRE AR
The fair value of leasehold land held for own use located NRFBEREBEEEEANHEE LD
in the PRC and Hong Kong is determined using direct HAFEDNEATISHELAETE &5
comparison approach by reference to recent sales price of BE2EAURYERPHEENTEF K
comparable leasehold land on an accommodation value B TERASEHEDENEEEHK
per metre basis, adjusted for a premium or a discount WS E LTS A R B T BB
specific to the quality of the Group’s leasehold land B oBE A ZAESEE WAl
compared to the recent sales. Higher premium for higher EEXERSHNATEFEHE -

quality land will result in a higher fair value measurement.

During the two years, there were no changes in the RREEE - FifERAMNGERELEE
valuation techniques used. & o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEIVIENTS (CONTINUED)

wm

For the year ended 31 December 2015 &= —

8. REVENUE 8.

The Group is principally engaged in the sale and manufacture
of zinc, magnesium and aluminium alloy die casting and plastic
injection products and components as well as lighting products.

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

BB HmR MR (F)

T-hFE+-A=+—H

A
AEBETERELEENKEN
EeBE BRIZBERNT
PREAEMET ©

B R
AR

BWAERFAFEERTRHNE KRR ER
REFR(EMBEERGTEL AN

the year. ) -
2015 2014
—E-—REF —E -5
HK$’000 HK$000
FET FEIT
Sales of goods $HE B o 1,539,344 1,582,333
9. OTHER INCOME 9. HkA

2015 2014

—E—EF —E-MF

HK$'000 HK$'000

FET FHETT

Exchange difference E 5 ZE5 8,842 =
Interest income on bank deposits RITFE A BUA 2,194 2,097
Rental income e A 401 70
Insurance compensation (note 14(b)) IR & 1&E (H7:F14(b)) - 85,572
Reimbursement from customers X @RiE K E 7,251 7,439
Sales of scrap materials EERHEE 2,239 6,829
Government grants BIS# e & 1,401 2,094
Others Hith 1,392 1,044
23,720 105,145

Government grants mainly comprised unconditional support for
subsiding the Group's research and development.

Annual Report 2015 —ZT—HFF R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

nVT\

B AR MR ()

For the year ended 31 December 2015 E —T—FHF+ - A=+—H

10. SEGMENT INFORMATION 10. ZHEHR
For management purposes, the Group’s operation is currently BHEER AEBEBRKEKHHAE

categorised into five (2014: five) operating divisions — zinc,
magnesium and aluminum alloy die casting, plastic injection
products and components and lighting products. These divisions
are the basis of the Group’s five 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, gain
on a bargain purchase, corporate expenses, finance costs and
income tax expense.

Information about reportable segment profit or

EEM(ZT—mF  mE) - &
hincdeBE BRIV ERMNTEM
UARRAER ZEMPAIRAEEZER
RAESHMEHMNEE - KEBZ 2HS
MARHTFRERZWRBERIEENL -
HREBEKTE TR &RE TRMK
AEEAA  MRFIBHVBILERE -

73 & A =X BB a%‘EﬂEHﬂU\ E
W RETETAZIED HEWRE
ZWa  EEFAX  BERARAEH
FX e

ERSBEFNNEREZERMT

loss:
Zinc Magnesium  Aluminium
alloy die  alloy die alloy die Plastic Lighting
casting casting casting injection products Total
HEeRBE H52EBE GoiEE 2 UBIE  RBHER ay
HK$000 HK$000 HK$000 HK$000 HK$000 HK$°000
FET FET FET FET FET FET
Year ended 31 December 2015 HE_T—A1F
+ZRA=+-BLEE
Revenue from external REIIREPHBA
customers 250,322 529,870 213,760 532,151 13,241 1,539,344
Segment profit/(loss) FEEF (B 12,708 16,071 874 72,599 (78,983) 23,269
Depreciation and amortisation  #7%& % # & 12,073 33,474 7,327 22,586 7,216 82,676
Impairment loss on property, ~ #% - #5 R#E
plant and equipment mEEE - - - - 4,750 4,750
Impairment loss on intangible & B EREEE
assets - - - - 11,206 11,206
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 99
e M RARMEE ()

For the year ended 31 December 2015 HZ =T —HAF+=-A=+—H

10. SEGMENT INFORMATION (Continued) 10. oHEXR(E\E)
Information about reportable segment profit or ERoPBRAIEEZ2ERDT

loss (continued):

(&) :

Zinc  Magnesium  Aluminium

alloy die alloy die alloy die Plastic Lighting
casting casting casting injection products

HacEE BEAcES BotEs  2BI¥  RYEm :
HK$'000  HKS$'000  HK$'000  HKS'000  HK$'000  HK$'000
TET T T T T AT

Year ended 31 December 2014 BEZ-ZT—M4F

+ZA=+—BL&E
Revenue from external REIIREPEBA
customers 250620 647,584 192,753 488,369 3,007 1,582,333
Segment (loss)/profit A (EB) /& F 4,517) 34,401 (831) 68,824 (52,422) 45,455
Depreciation and amortisation 47 & & # 44 14,258 27,376 9,397 19,558 5,376 75,965
Reconciliation of reportable segment revenue, ERIBPUWA - BARNEBEZH
profit or loss: BR :
2015 2014
—E-RF —E—mE
HK$’000 HK$'000
FET FE&ET
Revenue A
Total revenue of reportable segments 2 % 20 2 2 A 1,539,344 1,582,333
Unallocated amounts ToHEEE - -
Consolidated revenue e WA 1,539,344 1,582,333
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100 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
n‘/-.l_\ Zl-iﬁ#&’%% Bﬂ' (n\,\)

For the year ended 31 December 2015 E —T—FHF+ - A=+—H

10. SEGMENT INFORMATION (Continued) 10. oEIER (&)
Reconciliation of reportable segment revenue, SR BWA ~ BRIREE 2R

profit or loss: (Continued)

() :

2015 2014
—E-HF —ET-EF
HK$'000 HK$'000
FET FET
Profit or loss Y F = 5 B
Total profit of reportable segments BRI L i 23,269 45,455
Unallocated amounts: THMBER -
Gain on a bargain purchase =B s 9,546 =
Interest income FE KA 2,194 2,097
Gain on financial liabilities RATFERA
at fair value through BmENEa
profit or loss 8B 33 =
Loss on financial (liabilities)/assets RAFEFABRENS R
at fair value through profit or loss () BEZEE (71,679) (8,286)
Finance costs A& Bl AN (8,792) (13,267)
Income tax expense FriS & F X (5,410) (26,707)
Corporate income (note) EWA (KiE) 8,927 85,647
Corporate expenses ERX (35,254) (25,587)
Consolidated (loss)/profit for the year FR#RA (E18) #%F (77,166) 59,352
Note: et -
Included in corporate income was insurance compensation of CEBABEHE T =FNEEHZBEZ
approximately HK$Nil (2014: HK$85,572,000) for the losses caused by the REREENTEIT(ZF M4 : 85,572,000
fire accident in 2013. ABIT) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEIVIENTS (CONTINUED) 101

10.

profit or loss: (Continued)

SEGMENT INFORMATION (Continued)
Reconciliation of reportable segment revenue,

BB HmR MR (F)

T-hFE+-A=+—H

nVT\
For the year ended 31 December 2015 &= —

7 BER (&)
/DB BRI HEIEZHR
(%) :

10.

2015
—2-HF

2014
—E—OF
HK$'000

F T

HK3$'000
FET

Other material items - depreciation EttEKIEE —iTE R #

and amortisation

Total depreciation and amortisation EWMH BRI E K
of reportable segments 82,676 75,965
Unallocated amounts: TSR -
Depreciation of property, plant and TERAYE - HER
equipment for corporate use RETE 4,288 4,459
Consolidated depreciation and REmEREE
amortisation 86,964 80,424

Geographical information:

HwEEHR :

Revenue
A

2015 2014
—E—_F4F — a4
HK$’000 HK3$'000
FET FEIT
Hong Kong BB 423,003 456,247
The PRC except Hong Kong B (B EBRIN) 597,153 605,554
Japan =[N 3,718 389
USA e 448,620 445,456
Others HAh 66,850 74,687
Consolidated total RE 1EEL 1,539,344 1,582,333

In presenting the geographical information, revenue is based on

the locations of the customers.

The Group’s non-current assets by geographical areas are not
presented as the geographical segments other than the PRC are
less than 10% (2014: less than 10%) of the aggregate amount of

all segments.

Annual Report 2015 —ZT—HFF R
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

10. SEGMENT INFORMATION (Continued) 10. D EFER (&)

Revenue from major customers: REEEEFZHWA:
2015 2014

—E-HF —F-IF
HK$'000 HK$°000
FETT FETT

Zinc alloy die casting segment e BED
Customer a EPa 132,886 121,646
Customer b EPb 54,823 54,988

Magnesium alloy die casting segment #4& £ BREH
Customer ¢ EPFc 180,817 266,679
Customer e ZFe 108,138 161,517

Aluminium alloy die casting segment  $84 & E &5 &6

Customer a X Fa 116,594 96,824

Customer e XFe 4,475 6,706
Plastic injection segment BRIEBEHE

Customer b EFb 118,029 107,514

Customer a ZFa 8,536 =

Customer d =Fd 374,948 373,022
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NOTES TO THE CONSOLIDATED FINANCIAL STATEIVIENTS (CONTINUED) 103

11.

nVT\

For the year ended 31 December 2015 % —

OTHER OPERATING EXPENSES AND INCOME 11.

Acquisition-related costs

EBAstThEKERHRNER

CRE R e

Hib &R X R BWA

2015
—E-1F

HK3'000
FET

(%)

T—RAFE+=-A=+—8H

2014

— P
HK$'000
FHEIT

in business combination 450 -
Allowance for doubtful debts RERE B - 411
Bad debts written off ZRRMEE (R R =)

(net of bad debt recovery) 14 235
Reversal of allowance for B e RAREE

doubtful debts (358) (282)
Allowance for inventories FEREE 6,147 130
Inventory written off FE M - 3,327
Impairment loss on goodwill EEFREEE - 1,630
Loss on disposal of property, HEWE - #ERRENER

plant and equipment 267 61
Property, plant and equipment YIS - 1B I BR 1 8 o

written back (1,000) (3,137)
Property, plant and equipment P - 2R AR 4 S

written off 3,888 894
Gain on financial liabilities at fair BATFEFABREzERABERS

value through profit or loss (33) -
Loss on financial liabilities at fair BRATEFAEBGZEHEEERE

value through profit or loss 71,679 8,286
Impairment loss on property, W MESREREZRERE

plant and equipment 4,750 -
Impairment loss on intangible assets & E 2 R EE B 11,206 =

97,010 11,555
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For the year ended 31 December 2015 HZE —

12. FINANCE COSTS

(%)

T-AF+=A=t-H

104 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

& XA

2015 2014

—E-HF —F-OF

HK$'000 HK$'000

FET F&ET

Interest expenses on bank borrowings R 77 & # Al B 5 % 16,480 13,245
Finance lease charges BERAZ N - 22
Total borrowing costs BIEE KA 16,480 13,267
Amount capitalised BEAREE (7,688) =
8,792 13,267

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
2015 and 2014, the interest on bank borrowings and obligations
under finance leases which contain a repayment on demand
clause before the capitalisation of borrowing costs amounted to
approximately HK13,500,000 and HK$10,789,000 respectively.

The weighted average capitalisation rate on funds borrowed
generally is at a rate of 3.1% (2014: Nil%) per annum.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

BRI RBITEREBEMQA
EOREKRAS  BREREERGHEAH
METHEEERDR 2 MERERER
BRHBRTERRBERAY -BE_F
—hAFER-_ZF-HOF+t-_HA=+—H
LFEE WERERKBEEKRRNRT
ERRBEROAENN SRR
13,500,0007% 7T, £2.10,789,0007% 7T, ©

fﬁEEéZbu¢%E$tﬁﬁ$4t¢?rIJ$ﬂaﬁzﬁ
B3.1% —OF : T%) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEIVIENTS (CONTINUED)

13. INCOME TAX EXPENSE

ma MR RN

For the year ended 31 December 2015 % —

13. FiBHiRxX

(%)

T-hFE+-A=+—H

Annual Report 2015 —ZT—HFF R

BVEATE IR — BB RSB

Current tax - Hong Kong Profits Tax

2015 2014
—E-HF —F-OF
HK$'000

FET

HK3'000
FET

Provision for the year REFEEHERE 7,338 15,856
Under/(Over)-provision in BEFEBRETR
prior years (FBFERE) 1,210 (1,425)
Current tax — PRC enterprise BUEATR I8 — R B 1 S FRIE R
income tax
Provision for the year NEEHRE 11,360 12,617
(Over)/Under-provision BEFE GREEE)
in prior years BETR (385) 182
Deferred tax (note 35) IRIERIA (H7735) (14,113) (523)
Income tax expense FrisBiAx 5,410 26,707
Hong Kong Profits Tax has been provided at a rate of 16.5% BE_ZT—AF+T-_A=1+—RHILEE
(2014: 16.5%) on the estimated assessable profits of Hong Kong ZBEBNERBBREEZM I‘II% TZ

incorporated subsidiaries for the year ended 31 December 2015.

Under the PRC Enterprise Income Tax (the "EIT") Law, the
statutory tax rate for the Group’s subsidiaries established and
operating in Mainland China is 25% (2014: 25%). However,
one of the Group’s subsidiaries has been recognised as a “New
and High Technology Enterprise” in the PRC and were therefore
subject to a preferential tax rate of 15% (2014: 15%) for the year
ended 31 December 2015.

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.

fhst ERFEFIATIE16.5% —g
F:16.5%) fEH BHE

BIBRBEMSEMREE  AEERFE
KERMY LREEZHB AR ZEERE
B25% (ZF—F : 25%) - B2 &~
EEHEP-HEHNBRAREREATH S
FERMEE] ABLEREBEE-Z—AF
FTZA=T—HALEFEAZEIS% (ZF
—HF 15%) ZBEEE -

BENE 2 P S B AR IRF A il 5t B RR A
HMAAREELEZBINERZHAITH
KEtH -
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

13. INCOME TAX EXPENSE (Continued) 13. FTEHEX (&)
The reconciliation between the income tax expense and the FTiS®iB S Bk B AT (&518) 5 F kR LA
product of (loss)/profit before tax multiplied by the Hong Kong BEAFGHMREFTEMSERNE RN
Profits Tax rate is as follows: S &

2015 2014
—E—HF —ZET—mEF
HK$'000 HK$'000
FET FrET
(Loss)/Profit before tax BREE AT (E518) U A (71,756) 86,059
Tax at Hong Kong Profits Tax rate REBMEHRBE16.5%
at 16.5% (2014: 16.5%) (ZZ—mM% : 16. 5%)a+:§tﬁﬁ;‘élﬁ (11,840) 14,200
Tax effect of expenses that are AR HEL 2 R 7% B
not deductible 3,550 5,337
Tax effect of income that is BEARMB AN TG &
not taxable (929) (6,574)
Tax effect of temporary differences AERETREZENT B E
not recognised (443) 1,080
Reversal of deferred tax liabilities IRFE IR B & O - (396)
Tax effect of tax losses not recognised KR IBEIE 2 HIEHE 24,351 24,888
Utilisation of tax losses not previously EALRIAERZRBEE £
recognised (2,611) (1,469)
Over-provision in prior years BAEFEREEE (385) (1,425)
Under-provision in prior years BEFERETR 1,210 182
Over/(Under)-provision for current year A EBREEG, (BHET L) 726 (322)
Effect of different tax rates of MEBARMENENT BT E
subsidiaries (8,219) (8,794)
Income tax expense Frig Bl 5,410 26,707
In addition to the amount charged to profit or loss, deferred tax FREEBm RIS REARKE 2
relating to the revaluation of the Group's leasehold land during ErmERCARECHERERME
the year has been charged to other comprehensive income. 25 R 51 A
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an\
For the year ended 31 December 2015 &=

(LOSS)/PROFIT FOR THE YEAR

The Group's (loss)/profit for the year attributable to owners of the
Company is stated after charging/(crediting) the following:

Amortisation of intangible assets I EERH
(included in general and (BER—RRTEMAX)

administrative expenses)
Acquisition-related costs in business  E& A& Gt EIE A BEH
combination (note (a)) BR (K it@)
Write off of inventories (note (a)) TFEME (M t@)
Allowance for inventories (note (a)) FERE (M)
Allowance for doubtful debts (note (a)) RERE®E (#1:#(a))

Reversal of allowance for doubtful R AR 8 [0 %%
debts (note (a)) (H1it(a))
Bad debt recovery (note (a)) AR W E (M 5t(a))
Bad debts written off (note (a)) AR (M t@)
Auditor’s remuneration 1% BX A B
Provision for the year REEREME
(Over)/Under-provision in prior year BAEFE GBEEE)
BETE
Impairment loss on intangible mIZEEREEE
asset (note (a)) (K1)

Impairment loss on goodwill (note (a) I ZREEIE (f/it(a))
Impairment loss on property, plant Y2 - B MR

and equipment (note (a)) WAEEE (B i)

Cost of inventories sold (note (c)) EEFERA (K i)

Depreciation of property, M MR RBRENE
plant and equipment

Loss on disposal of property, HEWE - #ER
plant and equipment (note (a)) B2 BB (M)

Property, plant and equipment Y - HEEs R AR E M
written off (note (a)) (K1)

Property, plant and equipment P - MBS KRR 1 8 o
written back (note (a) and (b)) (H1it(a) R b))

Loss on financial assets/liabilities BEAVEFABRZSH
at fair value through profit BE/BREEEWHEE)

or loss (note (a))
Gain on financial liabilities at fair value &2 FEi A2
through profit or loss (note (a)) &R B B (F @)
Net exchange (gain)/loss FER (W) BB
Operating lease charges in respect T REFEEENZH
of land and buildings

Other fees paid to the auditor NARRQRZEBE 2 HtE A

of the Company
Research and development W RAE I (M)
expenditure (note (d))

FR(ER) A
AREFRZ (BR) EHNENES
(5t A) F5I&H :

2015
—E-HF

HK3$'000
FRET

) 107

(%)

2014

—E -5
HK$'000
FAET

2,402 2,402
450 =
- 3,327
6,147 130
- 411
(358) (282)
(4) =

18 235
1,650 1,580
(90) 91
1,560 1,671
11,206 =
- 1,630
4,750 =
1,134,933 1,163,954
84,562 78,022
267 61
3,888 894
(1,000) (3,137)
71,679 8,286
(33) =
(8,842) 4,275
11,212 8,077
569 283
35,102 35,780
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

14. (LOSS)/PROFIT FOR THE YEAR (Continued) 14. &R (EE)/%*U (48)
Notes: Bt iz:

(a)

(b)

(©)

(d)

These amounts were included in other operating expenses and
income.

A fire accident took place in one of the Group’s production bases
in Shenzhen, the PRC on 27 November 2013 and impairment loss
of approximately HK$52,343,000 had been made for inventories
and property, plant and equipment of the Group as a result of
the fire accident and was included in other operating expenses in
the consolidated statement of profit or loss for the year ended 31

(a)

(b)

ZEFACF AR EER T RIRA

RZFB—=F+—A=++tH XK
EEGARPEFRINE D R EE
EmBEALEANKL  AEEBEELREF
EUARME HERZBELRE
E51852,343,000/8 7T - BLEKEIED
FARZZE—mE+_A=+—H

December 2014. An insurance compensation of RMB73,800,000 FENGAETRNEMEBERY
(approximately HK$92,885,000) was received in 2014. After A o R B E S %8 A R ¥73,800,000

setting off with the relevant professional fees of approximately
HK$7,313,000, a net gain of HK$85,572,000 was recognised as
other income (note 9). Machines of approximately HK$3,137,000
and HK$1,000,000 written off during 2013 have been repaired
and the impairment loss was written back during the year ended
31 December 2014 and 2015 respectively.

Cost of inventories sold includes staff costs, depreciation and
operating lease charges of approximately HK$365,933,000 (2014
HK$350,253,000), which are included in the amounts disclosed
separately.

Research and development expenditure includes staff costs of
approximately HK$20,158,000 (2014: HK$24,650,000), which are
included in the amounts disclosed separately.

(d)

(#992,885,000/ L) ERN=F — I
FRE KEFEEREEERE
47,313,000 T @ % %
85,572,000 T E R B E E WA
(FF3E9) ° FIH 493,137,000/ T 2 #
BRBER B —=FEEREBER
REEEERIE  FIAZENEER
—MR—T-HFF+_A=+—
Hibz FEELRERBB#E -

EEGTERABEETIRA  TER
ST 497 € 49365,933,000/8 7T (=
T —PY4F : 350,253,000 7T) * #F
BEEEDRIEE -

MERFAEI P REBYIEBENE
T Ak AN 4920,158,000/8 7T (— & — 1Y
£ 124,650,000/ 7C) ©

15. EMPLOYEE BENEFITS EXPENSE 15. EERAMX
2015 2014
—E-1F —T—MF
HK$'000 HK$'000
FETT FET
Employee benefits expense EEBAMAX
(excluding directors’ emoluments): (T"EEEEFH)

Salaries, bonuses and allowances TN FEAT K OEBL 392,373 384,558
Equity-settled share-based payments — LARERR 45 B LA 15 S+ 2 3B 111 1,315

Retirement benefits scheme RORAE B ET B 50
contributions 21,581 15,745
Other benefits H Ath 48 F) 30,770 39,663
444,835 441,281

Ka Shui International Holdings Limited ZEHEIRZERERL
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nVT\

For the year ended 31 December 2015 &= —

15. EMPLOYEE BENEFITS EXPENSE (Continued) 15.

Five highest paid individuals

The five highest paid individuals in the Group during the year
included 3 (2014: 3) directors whose emoluments are reflected
in the analysis presented in note 16. The emoluments of the
remaining 2 (2014: 2) individuals for the year ended 31 December
2015 are set out below:

BB HmR MR (F)

T-hFE+-A=+—H

EEEAAX (H)
HERBFMAL
AEBNAEREHALRES (22

—mE3R)EFE FHEMEFEER
M1 DT - RBE-F—AF+=
A=t —BLEEHT2H (=T —
F2R)RBHFALHMENT

2015 2014
—E-1F — M4
HK$’000 HK$'000
F & T F&ET
Basic salaries and allowances EARNF B K OE R 3,229 3,288
Discretionary bonus BB TE AT 50 =
Retirement benefits scheme RIREF T EI R

contributions 18 17
3,297 3,305

The emoluments fell within the following bands: BlehFATEER :

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000

1,000,001 7T % 1,500,000/ 7T
1,500,001 7T, 22,000,0007% 7T
2,000,001% 7C £2,500,0007 7T

Number of individuals

AE
2015 2014
—E-hF —ZT—OF
1 1
1 —

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

Annual Report 2015 —ZT—HFF R
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

16. BENEFITS AND INTEREST OF DIRECTORS 16. EETARA =
(a) Emoluments of directors (a) EEM&
The emoluments of each director were as follows: BESHMEOT -

Estimated Retirement
money value benefits
of other scheme
Salaries and  Discretionary benefits  contributions
Fees allowances bonus AW A Total

Name of director we HeREg MERL (HEREE FEMSS @
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000

-

Year ended B2-%-1f

31 December 2015 tZB=t-H
Executive directors HrEs
M. Lee e - 2,949 M0 290 18 3,467
Dr. WONG Cheong Yiu (note3) ~ S BEL(#a) - 1,237 - - b)) 1,259
Mr. WONG Wing Chuen EXRRE - 1,585 113 156 18 1872
Mr. CHAN Tat Cheong, Alan BEELE - 1,567 113 - 18 1,698

Independent non-executive ~ BIFHTES

directors
Mr. SUN Kai Lit, Cliff sss, BRI s A T2 180 - - - - 180
Ir Dr. LO Wai Kwok sss, MH, EEE B Lo w78+ 180 - - - - 180
Mr. YEOW Hoe Ann, John (note b) $hAI% 54 (#zth) 90 - - - - 90
Mr. Kong Kai Chuen, Frankie ~ TR% %4 (#ic)

(note ¢) 115 - - - - 115
Mr. Andrew LOOK EEgs 180 - - - - 180
Total for 2015 “E-RESG 745 7,338 436 446 76 9,041
Year ended HE-Z-PF

31 December 2014 +-A=1-H
Executive directors Hi7E%

M. Lee £t - 2,790 = 230 17 3,037
Dr. KEUNG Wing Ching (note )~ EXEBL(#/id) - 1,080 - - 8 1,088
Mr. WONG Wing Chuen EABRE - 1499 - 124 17 1,640
Mr. CHAN Tat Cheong, Alan REsrs - 1478 - - 17 1495

Independent non-executive BUknTES

directors
Mr. SUN Kai Lit, Cliff sgs, TREIZ) e toes - T8t 180 = = = = 180
I Dr. LO Wai Kwok sss, v, p~ EEEB s wh: 178+ 180 = = = = 180
Mr. YEOW Hoe Ann, John hAREE 180 - = = = 180
Mr. Andrew LOOK BRiE 180 - - - - 180
Total for 2014 (restated) “3-MELH (E]) 720 6,847 = 354 59 7,980
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

16. BENEFITS AND INTEREST OF DIRECTORS

(Continued)
(a) Emoluments of directors (Continued)
Notes:
(a) Dr. Wong Cheong Yiu was appointed as an executive

(b)

Annual Report 2015

director of the Company on 1 June 2015. He is also the
chief executive of the Company and his emoluments
disclosed above include those services rendered by him as
chief executive.

(b) Mr. Yeow Hoe Ann, John retired as an independent non-
executive director of the Company on 11 May 2015.

(c) Mr. Kong Kai Chuen, Frankie (formerly known as Kong To
Yeung, Frankie) was appointed as an independent non-
executive director of the Company on 11 May 2015.

(d) Dr. Keung Wing Ching resigned as an executive director
of the Company on 1 July 2014.

(e) Estimated money values of other benefits include cars of
the Group used by the directors.

There were no arrangements under which a director
waived or agreed to waive any emoluments during the
year (2014 Nil).

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

Directors’ material interests in transactions,
arrangement or contracts

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the Company
was a party and in which a director of the Company and
the director’s connected party had a material interest,
whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

—T-HEEER

16. EE|EMRF=E (F])

(a)

(b)

EEME (&)
HraE

(a) EEREIN_F-—AFAX
A—BEZERERBHNT
B - WABARBITHRAE
B EXAMBEEZHMERE
WAERTTHARRERE

(b) RMZEER_ZT—AFH
At—BRERRABLI
WiTES -

(c) /Iﬁﬁlf%%ﬂi(ﬁlﬁﬂ%/l B15) R
T—RAFRAA+—HEZ
EAKRRRBYIENITES -

(d) ZXEELTR=_T—MFEL
A—BERERABNTES -

(e) HpEMmEta8EEe
EERERNALEE -

BEERAFAREELRELRAZR
EEMMESNZH (ZF—M0F &) -

FA - AREYEAEFAESEINE
AR IR LB R 5 2 &6 SR =
BEBmENHE -

EERXRZ REHAEHF
MEAER
RERSRENEABRE - AD RS
MY AMRAEEEBERMARA
R A LR E R
REBAESENBEARS  THRE
e
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

17. DIVIDENDS 17. BRE
2015 2014
—E-HF —F-OF
HK$’000 HK$'000
F#ET FET
Proposed final of HK Nil cents TR E @R T B
(2014: final dividend payment ZE—MF 1.6z
of HK1.6 cent) per ordinary share REAIRB) 2 3 AR B - 14,300
Additional dividend paid during FRNEIIZFZ2KRE
the year - 15
- 14,315
The Board of Directors of the Company does not recommend any EETERLEHE_ZT—AF+=A
dividend in respect of the year ended 31 December 2015 (2014: fl— _l;ﬂ:if“ﬁiﬁjjﬁx EL(:T M4 -
If_i|r|1<'3;| Sizgtj]i?d in respect of the year ended 31 December 2014 of %;%@;;1—'—6/_%1?—'—_ RIEF &
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For the year ended 31 December 2015 B &=

(LOSS)/EARNINGS PER SHARE

Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per share attributable
to owners of the Company is based on the loss for the year
attributable to owners of the Company of approximately
HK$63,489,000 (2014: profit for the year attributable to owners
of the Company of approximately HK$77,246,000) and the
weighted average number of ordinary shares of 893,761,400
(2014: 893,660,123) in issue during the year.

Diluted (loss)/earnings per share

The calculation of diluted loss per share attributable to owners
of the Company for the year ended 31 December 2015 is based
on the diluted loss for the year attributable to owners of the
Company of approximately HK$64,743,000, being the loss for
the year attributable to owners of the Company used in the
basic loss per share calculation of HK$63,489,000, and reduced
by the profit attributable to the non-controlling interest of
HK$1,254,000, assuming 300 shares of a subsidiary, Katchon
Precision Holdings Company Limited (“Katchon”) were issued
to the seller of Goodly Precision Industrial Limited (“Goodly”),
pursuant to the contingent consideration arrangement of
the business combination as detailed in note 40(b) to the
consolidated financial statements, and the weighted average
number of ordinary shares of 893,761,400 used in the basic loss
per share calculation.

The calculation of diluted earnings per share attributable to
owners of the Company for the year ended 31 December 2014
is based on the profit for the year attributable to owners of the
Company of approximately HK$77,246,000 and the weighted
average number of ordinary shares of 893,767,325, being the
weighted average number of ordinary shares of 893,660,123
in issue during the year used in the basic earnings per share
calculation plus the weighted average number of ordinary shares
of 107,202 assumed to have been issued at no consideration
on the deemed exercise of the share options of the Company
outstanding at the end of the reporting period.

The share options of the subsidiary outstanding at 31 December
2014 and 2015 and the share options of the Company
outstanding at 31 December 2015 are anti-dilutive and hence
they are not included in the calculation of diluted (loss)/earnings
per share.

—REER

18.

)
B M AR MR (5)

F-AF+-A=+-8

SR (BB EF
BEREX(FE) BR
RAARERFBEABGHNERER (&
B)/BINBEEE-_ZT—AF+=
A=+ —BLEFEARAEZFEA
JfE {1 &5 48 4963,489,000/% 7T (=T —
FARAIERZFAEAEBMLRF L
77,246,000 70) R EFE AL EITH T
15 3@ I 893,761,400/% (=& — PO 4F :
893,660,1230%) 5T & -

SR#BE (R BF
AARIESFEABGNEREEER
DRBBE-_ZE-—RAF+A=+—

BIEFEAARERIEEABGEEREESE
8 %64,743,000%8 ¢ (ARG EERE
REMZARNRERFEAEGEELD
63,489,000/ 7T + Mpk & FE1E AR = B
152 F1,254,000/8 7T (R&GA P HERE
MizE40(b)FTit 2 WA KPR ARER
B BRROBTHBEA R ZERBZIER
BRAR([ZE]) 23008 K Hm F A%
ERERARE SMERTIEER QA
(D 2ER)) BERARAESR
BB 2 it 5% mA%893,761,400
MREHE -

HE-Z—WF+=-_A=+—HBI1tF
EARAE=FEABRGHETRE S
BADREEZ-_FT—NF+=A
=+ —BILEFEAQAEZEE AR
16535 I #977,246,00078 T & hnig F 5 &
@N%893,767,325 (AR E B AL
BAZEFREBRITHNETES L BER
893,660,123/ i LA &S IR R EITE
ZARNRBRERECITEMBRERLLR
BREZFTHMNEFHLEAR107,202
BR)FHE o

MBARRKR - Z-—HFEF+_-_A=+—H

—E-AF+A=+—BRETRE
ZEREERAANR_T—AF+_H
ST -ARETREZBRESREE
EutEt E SR EE (B18) /AFREL R
B ERRE -
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

19. PROPERTY, PLANT AND EQUIPMENT 19. ¥ BBERZE
Furniture,
fixtures and
Leasehold  Plantand  Computer office Motor Construction
Leasehold land  Buildings improvements  machinery  equipment  equipment vehicles  in progress
il BE#£E
Be NEEE BERRE  SMEE RMLAERG hE  EEIR
K000 HKS'000 HKS'000 H/({ 000 HKS'000  HKS'000 H/({ ‘000
Cost or valuation AAEfE
At 1 January 2014 R=E-mE-A-A 161,100 247,093 94,469 418,417 8,485 5853 13,883 99,934 1,109,234
Transfer & -5 11,09 - - - - (70,000 -
Additions hE = 39 26914 97,914 96 904 2,015 58,669 187,401
Refund of land costs THAARR (254) = - - = = - = (254)
Surplus on revaluation EfiEH 21,088 - - - - - - - 21,088
Depreciation eliminated against cost B A ZEN & (414 - = - = = = = (4.142)
Wiite back MRS - 1122 - 5,356 - - - - 6,478
Disposal/write off HE /i = = (300 (3,0%3) - (230 = = (3,583)
Exchange difference EjZE (2.39) (5,089) (1,531) (8,079 (46) (82) (197) (1921 (19337)
At31 December 2014 RIZ-ME+-A=1-R
and 1 January 2015 R=5-1%-A-A 175,400 302,066 130,651 570,555 9,385 6,445 15,701 86,682 1,296,885
Transfer £ = 65,393 8,278 11447 - 359 - (85,477) -
Additions AE - 1,609 39613 57,539 317 2483 101 10,176 111,838
Surplus on revaluation EffER 50,907 = = = = = = 50,907
Depreciation eliminated against cost WA ZTE (4,349) = - = = = - - (4,349)
White back i - - - 1,454 - - - - 1,454
Disposallrite off e /s - (6,731) = (7.0 (184) (132) (194) - (4
Reclassfied as held for sale BARBRIEHE = = - M (49) (51) - - M3
Acquisition of subsiciaries YEHBAT - - 850 11,039 - 303 38 = 15497
Exchange difference ERZE (6,058)  (14.905) (6143 (23,630) (126) (422) (512) (1373)  (53,169)
At 31 December 2015 RZE-RET-A=1-R 215900 34743 173249 609,955 9343 11,905 15,481 10,008 1393273
Accumulated depreciation i AERAE
and impairment
At 1 January 2014 5-ME-f-A = 4722 51971 256,975 7,01 4,84 8,844 - 376,857
Charge for the year ﬂﬂﬂ@ 4,16 11,140 17,003 4,819 613 512 1573 - 78,022
Wiite back HEEE - 765 - 2576 - - - - 3341
Disposal/wite off HE /M - - (250) (1,569) - (220 = - (2,039)
Adjustment on revaluation EffE (4,142 - = = - - = = (4,142)
Exchange difference EiZE (20) (977) (687) (3.699) ) (65) (97) - (5,568)
At 31 December 2014 RZZ-MEFZA=1-A
and 1 January 2015 R=%-1%-A-A = 58,150 68,237 297,102 7,611 5,051 10,320 - 446,471
Charge for the year QAR 443 14,464 18,586 B671 781 1,026 1,576 - 8456
Disposallwrite off e /s - (3,029) = (6,389) (184) 99) (175) = (9,876)
Wiite back HRmE - - - 454 - - - - 454
Adjustment on revaluation EffE (4,349) - = = - - = = (4,349)
Impairment e - - - 4,698 3 15 - - 4750
Reclassified as held for sale BARAKIEYE = = - (129 (49) (51) - - (1319
Exchange difference EfZE (103) (2,859) (2489  (10.442) (83) (171) (302) - (1645)
At 31 December 2015 R=E-R%+-A-1-H - 66,726 84,334 317,881 8,113 5,165 11.419 - 494,238
Carrying amount R
At 31 December 2015 R-B-FE+-A=+-0 215900 280,706 88,915 292,074 1.230 6,140 4,062 10,008 899,035
At 31 December 2014 RoE-MET-A=1-F 175400 3916 G414 273453 1774 1394 5381 86682 850414
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For the year ended 31 December 2015 B &=

PROPERTY, PLANT AND EQUIPMENT
(Continued)

The Group’s leasehold land was revalued at 31 December 2015
and 31 December 2014 using the direct comparison approach 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 approximately HK$47,881,000 (2014: HK$51,770,000)
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 amounted to
approximately HK$40,694,000 (2014: HK$39,843,000).

During the year, the Group assessed the recoverable amount of
the plasma lighting CGU due to the poor market conditions of the
lighting products, and as a result recognised impairment losses of
approximately HK$4,750,000 in respect of plant and machinery
attributable to that CGU. Details of the impairment assessment
are disclosed in note 22 to the consolidated financial statements.

)
B M AR MR (5)

F-AF+-A=+-8

19. ¥k #EBERRE ()

KEBR - ZE—RAF+-_A=+—HE_ZT—
F+_ A=+ HEREBURAEBELZENS
HUMEZRORSBERMEGAER 2
St

ERKAR 2T E MR EEIENIER - AEEMA
B+ e BREE 4 547,881,000 T (ZF—
£ : 51,770,000 7T) °

A& B R E A 81440,694,0008 7L (— & —
£F 139,843,000/ 70) HUM 2 - 22 MR %E%ﬁ
FIEAAEBRITEE (BEREHE) WIER -

RAFE ARBHEROTSRITER -
AEEHSHTRABRSELEMN T WE S
BETTE MR ZEeEEEME G
RN RBERMEE B 44,750,000 7T - B
AT ENEBERGEAMBREWE22HE -
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116 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
n‘/-.r\ Zl-iﬁ#&’%% Bﬁ- (n\,\)

For the year ended 31 December 2015 & - —RAF+=-A=+—H

20. INVESTMENTS IN SUBSIDIARIES 200 RMBATIMNEE
Particulars of the subsidiaries as at 31 December 2015 are as R-ZE—RE+=—_B=+—H HWER
follows: RIZFEBOT

Percentage of

Issued and fully ownership
paid up interest/
Place and date share capital/ voting power/ Principal
of incorporation registered capital profit sharing activities
FEfhEs RER/
SRR AH BRTRMERA/FEMEL B AR TEER
Direct Indirect
EE [F3
Ka Shui (Holdings) British Virgin Islands US5$36,909 100% - Investment holding
Company Limited ("BVI") 36,909% T REER
EhEEERAR EBRAHE
Ample Wealth Developments BVI Us$1 = 100% Investment holding
Limited EBREREHE 1% REER
ELERARAR
Ka Fung Metal Manufactory Hong Kong HK$74,487,660 - 100% Manufacture of plastic injection
Company Limited 0 74,487,660/ 70 products and components
ELeBEREERLA EESRIEERRTHA
Ka Shui Manufactory Co., Limited Hong Kong HK$10,000 - 100% Sale of zinc, magnesium and
EhERERAT o 10,0007 ¢ aluminium alloy die casting

and plastic injection products
and components

HEH ERBEAGEEN
PRIBERREHH

MG Technology (Shenzhen) The PRC Registered capital - 100% Sale and manufacture of
Company Limited H HK$150,000,000 magnesium and aluminium
HeEZRR (R BB AR & 7150,000,000%8 alloy diecasting products
and components
HEREEEREAE
EEERREHH
Ka Shui Technology (Huizhou) The PRC Registered capital - 100% Manufacture of magnesium
Company Limited i HK$310,000,000 alloy die casting products
Ehnit (EM) R £ 4310,000,000% T and components
EEHASBREERR
T

Ka Shui International Holdings Limited ZEHEIRZERERALQTE Annual Report 2015 —Z—HFF K
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NOTES TO THE CONSOLIDATED F|NANC|A|_ STATEMENTS (CONT|NUED)
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For the year ended 31 December 2015 & —RAF+=-A=+—H

20. INVESTMENTS IN SUBSIDIARIES (Continued) 20, RMBATIMNKE (&)

Elegant Shine Investments Limited

EERERR LA

Ample Wealth Property
Developments (Huizhou) Limited

enERE (M) AR,

Ka Shui Technology Limited
ERNRERAT

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

Huizhou Wing Yu Metal and
Plastic Manufactory Company
Limited

ENT AL EHHRARAT

Ka Yi Technology (Huizhou)
Company Limited
FERK(EM R

Ka Fung Industrial Technology
(Huizhou) Company Limited
BETXRB(EMBRA

Alphalite Company Limited
BRRABRAT

Annual Report 2015 —ZT—HFF R

Place and date
of incorporation

AR BHR A

BVI
ABRIES

The PRC

G

Hong Kong
Hong Kong
&k

The PRC
i

The PRC
i

The PRC
TE

Hong Kong
&k

Issued and fully
paid up

share capital/
registered capital

BRORAZRE/HERES

Uss$1
(ES

Registered capital
HK$6,800,000
14 76,800,007 70

HK$10,000
10,0007 T

HK$6,900,000
6,900,000% 7T

Registered capital
HK$4,500,000
A& 44,500,000/

Registered capital
HK$20,000,000
& 720,000,00078 2

Registered capital
HK$92,000,000
& 792,000,000 7T

HK$1
AT

Percentage of
ownership
interest/

voting power/

profit sharing

EiEs RER/
bR
Direct Indirect

& 3

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

Principal
activities

TERH

Investment holding

RARK

Inactive

LEXH

Investment holding

Investment holding

REER

Provision of surface finishing
treatment services and sale
and manufacture of zinc
alloy die casting products
and components

RERARERERHEREE
FECEEEMRT NN

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

HEREERREAEBEERR
THH

Sale and manufacture of
products and components
with plastic contents

HEREERERHH ERR
THHE

Trading and marketing of
plasma lighting products

HEERTRAED
ZEGRMSER

Ka Shui International Holdings Limited ZEHEERERERQTE



118 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

20. INVESTMENTS IN SUBSIDIARIES (Continued) 200 RMBATIMNKRE (&)

Percentage of
Issued and fully ownership
paid up interest/
Place and date share capital/ voting power/ Principal
of incorporation registered capital profit sharing activities

EihER RER/
ERATHYR A BRARMRRA/HMER  EHARYL TEEE
Direct Indirect

B k3

Ka Shui Metal Manufactory The PRC Registered capital = 100% Sale and manufacture of zinc
(Shenzhen) Company Limited i HK$40,000,000 and magnesium alloy die
EheBER (RN BRAR #1178 440,000,000 7 casting products and
component
HEREESRERCES
Em R
Alphalite Incorporation USA Us$100 - 100% Trading and marketing of
X 100% T plasma lighting products
HEERETRAZER
ZBSRMSER
Ka Shui (USA) Incorporation USA US$5,000 - 100% Marketing of zinc and
e 5,000% T magnesium alloy die casting
and plastic injection products
and components
HEFREAEBERER
AEEMR B TSR
Kalok Technology Investment BVI US$50,000 - 100% Investment holding
Limited RERUES 50,000% T REBR
RENBRERRAR
Wuhu Lenka Technologies The PRC Registered capital - 100% Sale and manufacture of
Company Limited ("Wuhu Lenka") i RMB50,000,000 magnesium alloy die casting
BNEETERRERARA FHER products and components
([ENBE]) 50,000,000A & HERLESASER
EmB At
Topanga Asia Limited Hong Kong HK$116,520,824 - 79.7% Sale of plasma lighting products
("Topanga Asia") B 116,520,824 7T LEESHTREER
YREMBAERLDA([HRE])
Topanga USA Inc. USA US$1 - 79.7% Research and development of
X (E plasma lighting products
MESHTRAER
Topanga Technology The PRC Registered capital = 79.7% Manufacturing of plasma
(Huizhou) Limited i HK$6,500,000 lighting products
YREMS(EM BRA HMER EEERTRAER
6,500,000% 70
Ka Shui Metal Company Limited Hong Kong HK$30,000,000 - 100% Sale of zinc die casting products
EREEBRAR b 30,000,000 7 and components

HEFSLEZEMRTHM

Ka Shui International Holdings Limited ZEHEIRZERERALQTE Annual Report 2015 —Z—HFF K
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For the year ended 31 December 2015 & —RAF+=-A=+—H

20. INVESTMENTS IN SUBSIDIARIES (Continued) 20, RMBATIMNKE (&)

Annual Report 2015 —ZT—HFF R

Issued and fully
paid up

share capital/
registered capital

Place and date
of incorporation

AR BHRA S

Katchon BVI US$700
8 EBRAHS 700X T
Katchon Industrial Company Limited ~ Hong Kong HK$1
REIXERAT B 1%L
Goodly Hong Kong HK$50,000
1 i 50,000/ T
Goodly Precision (Suzhou) Industrial The PRC US$5,000,000
Limited (" Goodly Suzhou") i 5,000,000% 70

SRRETE (BN ARAR
(T &M 1)

MG Technology (Shenzhen) Company Limited, Ka Shui
Technology (Huizhou) Company Limited, Ample Wealth Property
Developments (Huizhou) Limited, Ka Yi Technology (Huizhou)
Company Limited, Ka Fung Industrial Technology (Huizhou)
Company Limited, Ka Shui Metal Manufactory (Shenzhen)
Company Limited, Huizhou Wing Yu Metal and Plastic
Manufactory Company Limited, Topanga Technology (Huizhou)
Limited, Wuhu Lenka and Goodly Suzhou are wholly-foreign
owned enterprises established in the PRC.

During the year, the Group acquired the equity interest in Wuhu
Lenka of 40% from the non-controlling shareholders at a cash
consideration of RMB17,800,000 (equivalent to HK$21,243,000).
After the acquisition, Wuhu Lenka became a wholly owned
subsidiary of the Company.

BETRARKRE/ERER

Percentage of
ownership
interest/
voting power/ Principal

profit sharing activities

gz TERB

Direct Indirect

E& 3

- 100% Investment holding
REHR

- 100% Inactive
EREH

- 100% Investment holding
BAMR

- 100% Research, manufacture and

sale of plastic injection molding
and components of car-related
products

RERBZEBIET R
W& EEREE

BlEXMBR ORI AERAT - mimEHR
(B BERAR - BEMEFHZE (EIM)
BERRAAE - ZEMZ(EM BRAA
REIXMR(BMNERLA  BihE
BERECRIDERAR - BMHKER
EBHMERERDA  PREMEK(E
M) BRAE - HHEEREREFRMNRBR
FERZINEBERE

RAFE - NEBE M IEZERBKRFKE
N R40%RIE BeREAAR
#17,800,0007T (48 & #21,243,000/%
JL) o WEETR - BB ER AR A RN E
BEHBAT -

Ka Shui International Holdings Limited ZEHEERERERQTE
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n‘/T\
For the year ended 31 December 2015 HZE —

20.

21.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

B AR MR ()

INVESTMENTS IN SUBSIDIARIES (Continued)

T-AF+=A=t-H

During the year, the Group had injected capital of US$4,832,987
(equivalent to approximately HK$37,455,649) to Topanga Asia in
return of the issue of 898,936 ordinary shares by Topanga Asia.
After the capital injection, the Group’s interest in Topanga Asia

increased from 60% to approximately 79.7%.

As at 31 December 2015, the bank and cash balances of the
Group’s subsidiaries in the PRC denominated in RMB amounted
to approximately HK$116,230,000 (2014: HK$159,509,000).
Conversion of RMB into foreign currencies is subject to the PRC's

Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations.

GOODWILL

200 RMBARMERE (&)
FA - AEERARYREETAER
4,832, 987%%71 (B8 M 4937,455,6497%
JC) AR ST S AT ¥ 17 2.898,936/%
L E R E&ﬁzfé REBRS =5
RERIE60%IEETIT% ©

RZZE—RAF+=-A=+—8 ' £%8
mﬂtﬂu)\ﬁmaﬂﬁé’\wg’&a%i&ﬁ
MR & & 844775116,230,00008 T (=
— P4 159,509,000/ 7T) ° 15 A R#&
HRABINEBIR B B A (ONE B B 5§
Pl RCKEE - SERMNESTERTE)E
1T

21, B8

HK$°000
FET

Cost A
At 1 January 2014, 31 December 2014, R-TE—MmE—-—A—A8 -
1 January 2015 and 31 December 2015 —E-mOFE+-A=+—H"
—hFE—-—A—BK
—RFE+=-A=+—8 4,300
Accumulated impairment losses At REEE
At 1 January 2014 R-ZT—ME—H—H 2,670
Impairment loss recognised for the year RAFERRNBEEE 1,630
At 31 December 2014, 1 January 2015 and RZZE—NE+=—A=+—8"
31 December 2015 “T-AF—A—HEK
—ET—AF¥+=-A=+—8H 4,300
Carrying amount IREE
At 31 December 2015 WZEBE-—RAF+-A=+—H -
At 31 December 2014 RZE—WmFE+=-_A=+—H -
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21.

Annual Report 2015

n\l_ﬁ
For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

GOODWILL (Continued)

Goodwill acquired from a business combination is allocated, at
acquisition, to the CGUs that are expected to benefit from that
business combination. The carrying amount of goodwill had been
allocated in the segment of lighting products.

The recoverable amounts of the CGUs are determined on the
basis of their value in use using discounted cash flow method.
The key assumptions for the discounted cash flow method are
those regarding the discount rates, growth rates and budgeted
gross margin and revenue during the period. The Group estimates
discount rates using pre-tax rates that reflect current market
assessments of the time value of money and the risks specific to
the CGUs. The growth rates are based on expected growth rate
of the industry in which the businesses of the CGUs operate.
Budgeted gross margin and revenue are based on past practices
and expectations on market development.

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by the management of the
subsidiaries for the next 5 years with the residual period using the
growth rate of 3% in 2014. This rate does not exceed the average
long-term growth rate for the relevant markets.

The rate used to discount the forecast cash flows from the
Group’s lighting products activities is 26.3% for 2014.

At 31 December 2014, before impairment testing, goodwill of
approximately HK$4,300,000 was allocated to lighting products
segment. Due to changes in market condition, the Group has
revised its cash flow forecasts for these CGUs. The goodwill
allocated to lighting products has therefore been reduced to
its recoverable amount of HK$Nil through recognition of an
impairment loss against goodwill of approximately HK$1,630,000
during the year ended 31 December 2014.

The impairment loss has been included in the other operating

expenses and income in the consolidated statement of profit or
loss.

—T-HEEER

21.

)

B M AR MR (5)

mE (J|)

REBA G RBNEB RIS
REFEMHEREBA M ERNASE
LB - BENEABERBRBESRS
B -

ReEEEMHNAKRESETRRED
EREEAEEERFIRAESREE
EoMBRREMENETERRTEALH
REREIR X R R R IR EN X R
AR - AEBTDURRTISREH S
BEREMRSEL B ERRO G
AT R EHTIR K « IR R TIER
ReELBNKEMETERNBRLE
BERGFE - B EMNXRBATIER
mZERNBEEMRERFE -

R-ZZE—MF AEERBEMEARE
EEMETIRRION 2 MERERS 2

ARREFZHERRIER - WIR3% B RE
BERBFM RSN - ZEREFL R

HBEAEmENFHRBEREX -

R-ZT—F - REBRPERELH
LAITIRTEA IR S REMNIBRE 526.3% °

RZZE—NF+=_A=+—8" BER
BRI 54 A - 75 2 494,300,000 T E 5
EERBAERD I - AR MBS IEMFR
B ANEERZEESELEMBIE
WERIEA o #ﬁﬁ T—NE+—A
—t+t—HBIFE » FREAE A
%Eﬁ@ﬁmﬁﬁmm@%E1@omo
BT RO EETKREIRBEES -

BMEBBEEFARZARE
S R AR

mARMHEAME

@
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For the year ended 31 December 2015 &= —

22. INTANGIBLE ASSETS

(%)

T-AF+=A=t-H

Club
membership
(purchased)

¢
(BR)
HK$'000
TET

22. BREE

Trademark
(purchased)

[
(BE)
HK$000
TR

Patent and
unpatent
technologies
(purchased)
BiR
FERE M
(BE)
HK$°000
FET

122 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

@i
HK$'000
FET

Cost A
At 1 January 2014 RZE-—ME-A—FH"

31 December 2014 ZE-MEFZA=T-HR

and 1 January 2015 —T-H%—Hf—H 718 7,531 9,280 17,529
Reclassified as held for sale BOEARERE - (7,531) (9,280) (16,811)
At 31 December 2015 —RE+=-A=+-A 718 = = 718
Accumulated amortisation and 2t EHRAESE

impairment losses

1 January 2014 —mE—-A—H - 359 442 801
Amortisation for the year FNEH - 1,076 1,326 2,402
At 31 December 2014 and —mE+=ZA=+—H

1 January 2015 —®%—A—H - 1,435 1,768 3,203
Amortisation for the year FNER - 1,076 1,326 2,402
Impairment on intangible assets ~ EFEERE - 5,020 6,186 11,206
Reclassified as held for sale BrEREEHEE - (7,531) (9,280) (16,811)
At 31 December 2015 —hE+=-A=+—H = = = =
Carrying amount BHE
At 31 December 2015 R-B-EF+-A=+-H 718 - - 718
At 31 December 2014 ~ME+=-A=+-AH 718 6,096 7,512 14,326

Ka Shui International Holdings Limited ZEHEIRZERERALQTE
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For the year ended 31 December 2015 % —

22. INTANGIBLE ASSETS (Continued)

Both the trademark and patent and unpatent technologies were
acquired through business combination of Topanga Asia in 2013.
The Group's trademark protects the design and specification of
the Group’s products. The patent and unpatent technologies are
developed from research and development activities of a non-
controlling shareholder before the acquisition of the business
of lighting products. The average remaining amortisation period
of the trademark and patent and unpatent technologies are nil
(2014: 6 years). The amortisation charges have been included
in the administrative expenses in the consolidated statement of
profit or loss.

The Group had carried out reviews of recoverable amount of its
trademark and patent and unpatent technologies in 2015, having
regard to the market conditions of the lighting products. The
intangible assets are used in the plasma lighting CGU. The review
led to the recognition of an impairment loss of approximately
HK$11,206,000 and HK$4,750,000 in the profit or loss for
these assets and for property, plant and equipment (note 19)
respectively in the plasma lighting CGU. The recoverable amount
of HK$Nil for the relevant CGU has been determined on the basis
of their value in use using discounted cash flow method. The
discount rate used was 27.17%.

The Group’s club membership of HK$718,000 (2014:
HK$718,000) at 31 December 2015 is assessed as having
indefinite useful life because there is no time limit that the Group
can enjoy the services provided by that club.

23. AVAILABLE-FOR-SALE FINANCIAL ASSETS

LB GRAECAFH)
B R

Unlisted equity, at cost
Impairment loss

22.

23.

)
BB HmR MR (F)

T-hFE+-A=+—H

BREE (&)

BB R E R RIEEF AT E BT
—CEYREZEHANKE  A%E
BB R AR P R SR B 2 ) R A ARG
ESVEE TS E )
BRI A—BIFERBRETHREED
BB o B 1% A T B U 3F R
THRGBHEPAE (CF—0OF A
) - WHBAEH ARE BEROTH
R

ENRBAEMOTSRR  AEERZ
T -NFHEBERENRIEFH K
TR AT E £ BEEITIRG - ZFEFE
ENARSHTRBARSCELSBMN B
BT SRR ERREAND RIS TR
HRCELEENMZEEEARYE -
MR R (19 BRBEBELN
11,206,000 7T 4,750,000/ 7T ° B I&
BRReELEMMFRAEBEREARNR
iﬁimwﬁfzﬁm—fuk@%ggﬁ /%TE °
Fr{e ARIBRIRE B27.17% ©

R-ZE—HF+_-_A=+—8 A&
SE=ZA AT AR 5 M £
MRG - AEBNSEFE718,0008 T
(ZZ P4 : 718,000/ 7T) Hig A B &

PR AT {7 FA 4F HRsE fT AT A o
AHHESREE

2015 2014
—E—REF — a4
HK$’000 HK$’000
FET FEIL
8,303 8,303
(8,303) (8,303)

Unlisted equity is carried at cost. The investee company has
ceased business and the management has made full impairment
loss for the investment.
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For the year ended 31 December 2015 HZE —

24,

25.

B AR MR ()

T-AF+=A=t-H

INVENTORIES

24.

rE

2015 2014
—E-fHEF —MHFE
HK$’000 HK$"000
FHET FET
Raw materials R A 61,661 52,229
Consumables supplies and spare parts & ¥ & & 6B Z 214+ 9,902 13,625
Work in progress ER S 51,959 64,143
Finished goods BIRK i 72,590 77,925
196,112 207,922
Less: Allowance for inventories B R (19,599) (7,350)
176,513 200,572
Reclassified as held for sale BroBABEHE (2,589) =
173,924 200,572

TRADE RECEIVABLES 25. B EWEE

During the year 2015, the Group obtained finance for part of its
trade debtors with full recourse from financial institutions. In the
event of default by the debtors, the Group is still obliged to pay
the financial institutions the amount in default. Interest is charged
on average at 2.21% (2014: 2.15%) per annum on the proceeds
received from the financial institutions until the date the debtors
pay. The Group is therefore exposed to the risks of credit losses
and late payment in respect of the secured debts.

The trade receivables in respect of the financed transactions do
not meet the de-recognition conditions in HKAS 39 as the Group
retains substantially all of the risks and rewards of ownership
of the financed trade debts. At 31 December 2015, trade debts
of HK$25,276,000 (2014: HK$102,061,000) continue to be
recognised in the Group’s consolidated financial statements. The
proceeds of the financed transactions are included in borrowings
as asset-backed financing (note 33) until the trade debts are
collected and the Group settles the borrowings to the financial
institutions. At 31 December 2015, the asset-backed financing
liability amounted to HK$24,490,000 (2014: HK$95,639,000).
Up to the date of this annual report, asset-backed financing of
HK$5,900,000 (2014: HK$2,000,000) is still outstanding.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

R-F—A%F AEERSEEEIR
EREZT2BRENHDE S EKRERR -
WEBBEBARY  AEEANS R

BESXNENZE ARMNSREER
HEESHNERZIANFH2.21%F 7

R(ZE—MF :215%)5tE - BHEA
BEBSAINZERER - At - A& E
MMBEBEERECFEBRIMTEH A

B o

ﬁﬁﬁﬁ%ﬂguﬁﬁlﬁzﬁﬁfﬁﬁ%iTﬁ
ABEBET LR FIHREABBUEER
%ﬂé?aﬁ%ﬁm HAANEERE
RESRWERMEENRNZHEAR
FEH®R R_TE—AF+=_A=1+—
B WEESEWRIKRKA25,276,000%8
7L (ZZ — U4 : 102,061,000/ T) #
BRAEEGEVBERETPER - SR
REMABRBEAEERARE (K
H3INAEE ExWEESEHK
AEBEZFoRHMEBEBZEE -R=
—RAFE+-A=1+—R BERKFRE
8 1& 524,490,000/ T (ZF — M0 & ¢
95,639,000/ 7T) - HEAFHRAER - 1
A El 2z B EEM R E A5,900,000% T
—Z—PU4 : 2,000,000 7T) °
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25.
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nVT\

For the year ended 31 December 2015 % —

TRADE RECEIVABLES (Continued)

The Group’s trading terms with customers are mainly on credit.
The credit terms generally ranged from 30 to 120 days (2014: 30
to 120 days) after end of the month in which the invoices issued.
Each customer has a maximum credit limit. The Group seeks to
maintain strict control over its outstanding receivables. Overdue

balances are reviewed regularly by the directors. The ageing
analysis of trade receivables, based on the invoice date, and net
of allowance, is stated as follows:

25.

BB HmR MR (F)

T-hFE+-A=+—H

B S rWEIE (&)
AEBETEFZRGEBUEERNE
ToFEEH—RBNTHEE AERE30
120K (ZZE—MF : 308120K) ° &
SEBMOBEREHREERKZ  BE
ETEHRNBHRTES - BUIKEER (0
BREBE) REZAHZERERSTEHT W
T

2015 2014
—E—REF — a4
HK$’000 HK$’000
FET FE T
0 to 30 days 0Z30H 149,268 155,168
31 to 60 days 31260H 113,081 126,265
61 to 90 days 61%290H 46,896 51,074
91 to 180 days 912 180H 50,196 74,230
Over 180 days 180H A £ 2,526 8,035
361,967 414,772
Reclassified as held for sale BoBAFBEHE (582) =
361,385 414,772
At 31 December 2015, an allowance was made for estimated RZTE—RAF+=ZA=+—8 " st
irrecoverable trade receivables of approximately HK$53,000 AN B] g [B] 78 Uy BR 3R CVE H #S #5 4953,00008
(2014: HK$2,113,000). T (ZZ—P94%F : 2,113,000 L) °
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For the year ended 31 December 2015 &= —

(%)

T-AF+=A=t-H

25. TRADE RECEIVABLES (Continued)

Reconciliation of allowance for trade receivables:

25. EZEWFRIE (&)
2 5 el

AR HR

2015 2014

—E-HF —T-WmEF

HK$’000 HK$’000

F#ET FET

At 1 January n—A—H 2,113 1,984
Allowance for the year charged to AABRRZAFEREB

profit or loss - 411

Reversal upon recovery of R BR P[]y [B] 1%

doubtful debts (358) (282)

Reversal upon write off of bad debts 352 Bk 5 il 8% A (@ % (1,702) =

At 31 December R+=—A=+—~H 53 2,113

As of 31 December 2015, trade receivables of approximately

HK$52,038,000 (2014: HK$70,513,000) were past due but not
impaired. These relate to a number of independent customers for
whom there are no recent history of default. The ageing analysis
of these trade receivables, based on the due date, is as follows:

R-_ZE—RF+_-_A=+—H " #52,038,000
BT (ZZE—DM4 : 70,513,000 7T) W E 5 fE
W AaHEERERE ZSERBEHERS
BV EERCENBLEFP AR - @BHE S
FERHRIBERBER BB RNRED AT -

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

2015 2014

—Z2-EHF Tl

HK$’000 HK$’000

FET F&ET

Up to 3 months 3E A A 50,749 65,772
4 to 6 months 4%61E A 734 3,876
Over 6 months 618 A LA E 920 865
52,403 70,513

Reclassified as held for sale BoBABEHE (365) =
52,038 70,513
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For the year ended 31 December 2015 &EZ —T—FHF+ - A=+—H

25. TRADE RECEIVABLES (Continued)

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

25.

)
BB HmR MR (F)

B 5% EWKE (J)
AEEE SR HENEEEN T3 E
W 5E

2015 2014

—E—FE —E—pF

HK$’000 HK$'000

FETT FEIT

HK$ BT 54,108 30,353
usD ET 269,109 351,710
RMB AR 35,632 29,705
Others Hib 3,118 3,004
361,967 414,772

Reclassified as held for sale BoEABIEHES (582) =
361,385 414,772

26. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

As at 31 December 2014, included in other receivables was a
loan of HK$10 million advanced to a third party (“Borrower”)
pursuant to a loan agreement dated 19 December 2014. The loan
was made on the same date at an interest rate of 7% per annum,
and secured by the charges over the shares of certain companies
held by the Borrower and some other parties, and the guarantees
made by the Borrower and these other parties. The loan was due
on 2 March 2015 and was fully repaid to the Group on the same
date. On 3 March 2015, the Group entered into another loan
agreement with the Borrower with the same principal, terms and
securities. The loan was subsequently settled during the year.

Annual Report 2015 —ZT—HFF R

26.

ERARE REeREMEKRRK
|
RZTE—WFE+—A=+—8 " HffE
WHIEBE—SEREAPA-_T—NF
TZATABZEFBERANTFE=
7 (TEF AL B E 310,000,000/ 7T °
ZEEZNHEE AL BREXTY%
ﬁg NERARETEMFTFENE
ARG 2 IR - WARERA
%ﬁﬁ@ﬁkh%% ZERNR=ZE
—hAF=A-HEH YEREBEHE
EETAER - R_E—HAE=H=
H AEEHEERATLIS —HERD
o AS - HARR M 9 an B2 %K AT 15 R AR
B ZEREBRERERLES -

o
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

27. FINANCIAL ASSETS/LIABILITIES AT FAIR VALUE 27.
THROUGH PROFIT OR LOSS

BAVERFABZRNEH

BEAfE

2015 2014
—E-A5F —ZE g
HK$’000 HK$’000
FHT FHTT

Financial assets EMEE
Currency forward contracts (note a)  RHISMNE A &) (#f:Fa) - 614

Analysed as: DA

Current assets MBEE - 614

Financial liabilities

TEMEE

2015 2014
—E—REF —E—AF
HK$’000

HK$°000
FETT FET

Currency forward contracts (note a) 3= BJSNE A %) (H752(a)) 71,121 8,888
Interest rate swap (note b) F 4= B (i 72b) 81 =
Contingent consideration payable FET SRR RAB (M1 77 (c))
(note ¢) 7,166 -
78,368 8,888
Analysed as: DA
Current liabilities mEN B E 52,434 8,888
Non-current liabilities FERBEE 25,934 =
78,368 8,888

The above financial assets and liabilities are classified as held for

trading.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

tteRmEERBBERFIEREER -
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For the year ended 31 December 2015 &EZ —T—FHF+ - A=+—H

27. FINANCIAL ASSETS/LIABILITIES AT FAIR VALUE 27. BAFES AEZERNERA

THROUGH PROFIT OR LOSS (Continued) BE &8&

Notes: Hiat -

(@) As at 31 December 2015, the Group had currency forward (a) E/\\\Zg—ﬁi‘f‘_ﬂ =+—8-
contracts to sell USD and buy RMB (2014: currency forward AEBMBIITEBIEL L

contracts to sell USD and buy RMB). The fair values of the
derivatives are determined with reference to the market forward

WEEXTEBAARE (ZF
—HF EHRIMNER KO E X
TRBAARKE) - WETATH

exchange rate at year end and the fixed forward rates stated in
the contracts (2014: the market forward exchange rate at year

N\ Nz ;Q Zﬂ E. == / i
end and the fixed forward rates stated in the contracts). The ZAFESEFEOTISEME
notional amounts of RMB and USD to be acquired or sold under KRB H) R R] A [ AR A I
forward contracts are set out below: ZENF  AERETIS RS

FE 52 2 4 407 3TH # L 52 i S
%) B -

2015 2014

Notional Notional

amount amount

AREH ZHeH

Currency forward contracts EHMNMEAH Sales of Sales of
US$159,000,000 US$203,000,000

in exchange for in exchange for

RMB1,007,130,000 RMB1,264,140,000

#£159,000,000 it £203,000,000

ETRBARY ETHBMARK

1,007,130,0007T 1,264,140,0007C

(b) As at 31 December 2015, the Group had an interest rate swap (b) N—_ZE—FRE+_-_A=+—H "
contract, pursuant to which the Group will pay fixed interests on REFEF B RISHHE L - B
notional amounts ranging from HK$850,000 to HK$3,200,000 A4 - A& B ¥ 3£850,00008
each at a rate of 2.5% per annum, in exchange for floating TLZ3,200,0005 TH BE LS

interests on the same notional amounts at Hong Kong Interbank

MEEME - FEIHRB2.5% KA
BRRBEE_T-—NF=ALE=
8 AR BB RITRFEERF =G
EHRAESENZHFE - F
%%ﬁﬂﬂmﬂwaﬂ%%%ﬁ%ﬁ .
BEEMERZBFIERGTH o

Borrowing Rate for every 3 months up to March 2019. The fair
value of the interest rate swap is measured by reference to the
notional amounts, the fixed rate and floating rate.

Annual Report 2015 =ZZ—hF R Ka Shui International Holdings Limited EZIrEIMRIZERAR D



130 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

R B ERRME (&)

For the year ended 31 December 2015 E —T—FHF+ - A=+—H

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

Notes: (Continued)

(o) During the year, the Group acquired Goodly, details of which are
set out in note 40(b). The consideration of the acquisition includes
contingent consideration comprising cash and shares of Katchon,
a subsidiary of the Company and the immediate holding company
of Goodly after the acquisition, as follows:

27.

BAFEHFABSZRNSE
BE &fFE (&)

Brat

(@]

(%)

FA - RAEBKBEEH - FEH
R HtEE40(b) - WIBRERFEHA
RE AeERekEE (AR
CIIEPNCINS S S E £ I Ty
HEERAR) WG - ABm
T~

HK$°000
FET

Cash consideration HeRE 1,200
Share consideration B RE 5,966
7,166

The cash to be paid and shares to be allotted depend on the
audited consolidated total comprehensive income of Goodly and
its subsidiary for the year ended 31 December 2015. The fair value
of shares of Katchon is estimated by the discounted cash flows of
the expected profit stream of Goodly and its subsidiary.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

BXNRE RBEERORT 2
MREMBARBE_T—0%F
TZRA=+THIEFEZEKER
HFAEZEWALEMNE - FEK
Mz AFERERREMBRAR
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For the year ended 31 December 2015 &EZ —T—FHF+ - A=+—H

28. PLEDGED BANK DEPOSITS, RESTRICTED BANK
BALANCES AND BANK AND CASH BALANCES

The Group’s pledged bank deposits represent the amounts
pledged to banks to secure banking facilities as set out in note 34
to the consolidated financial statements and corporate credit card
granted to the Group. The deposits are denominated in currencies

as follows:

28.

) 131

BB HmR MR (F)

CBIKFRITER  FRHEEBT
FRERITRE AR
AEENEERRTERIERTRAE
BRRMEMF B2 RTREBRAE
BERARAEARERTRITEARR
BYFE © T RAA T A

2015 2014

—E—-RE —HE

HK$’000 HK$°000

FHET FHETT

usD =7 194 194
RMB AR - 20,039
194 20,233

Reclassified as held for sale BLoEABIEHEE (194) =
- 20,233

The deposits in USD and RMB carried at interest rate of 0.05%
(2014: 0.05% per annum) and nil% per annum (2014: 2.25%)
respectively.

The Group's restricted bank balances represent:

(a) Balance of RMB3,450,000 (equivalent to approximately
HK$4,117,000) (2014: RMB3,450,000 (equivalent to
approximately HK$4,312,000)) to guarantee for the use of
natural gas in the PRC;

(b) Balance of approximately US$7,000 (equivalent to
approximately HK$55,000) (2014: US$6,000 (equivalent
to approximately HK$47,000)) to apply for a radioactive
licence in the USA for the lighting product business. The
balance for 2015 is reclassified as assets held for sale (note
29).

Annual Report 2015 —ZT—HFF R

ETRARBNT D B FFE
0.05% (ZZF—MMF : FHE0.05%) &
FHEZT (ZFT—NF  FFE2.25%)
B8 o

AEBHARBIRITIFRE

(a) AR #3,450,0007T (MBE R4
4,117,000 7t) (Z T — WM F -
3,450,000 A R ¥ (A E R 4
4,312,000 7T)) E B R B
AXRAREER

(b) #97,0002€ 7T (#8557 955,000/
L) (ZZF— 94 : 6,0005 7T (48
FR#47,0007%7T)) A 1E A BR A
EmEBRERBE R ER
B ZHER2015EB L EAR
{ESHE & B (5E29)
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

28.

PLEDGED BANK DEPOSITS, RESTRICTED BANK
BALANCES AND BANK AND CASH BALANCES
(Continued)

The cash at banks earned interest at floating interest rates
ranging from 0.01% to 3.25% per annum (2014: 0.1% to 1.15%
per annum). Included in the bank and cash balances of the Group
is approximately HK$142,893,000 (2014: HK$175,905,000)
denominated in RMB.

Under the PRC's Foreign Exchange Control Regulations and
Administration of Settlement, Sales and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB
for foreign currencies through the banks that are authorised to
conduct foreign exchange business.

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

28.

CEFRITER  BRFRIT
FRAERTRRE & (F)

WITHERIREF001EE32E (ZF
—WF : FF0OIEE1.15FE) WEBF
EHWMAE - EAEENRITRASE
BRFR - #9142,893,000/8 T2 A A R Bt
B (=—ZF—V4 : 175,905,000/ 7T) °

R A% P B A COMNE & i 1 651 B K38
EERNEERRE) $%@—I§E1@Z§
REMRIMNEZBORITAARK LR
HNEE -

RITRRS M4 2 IREE I T 5%
By

2015 2014
—E-HfF —ZE—mEF
HK$’000 HK$’000
Fi&T FHETT
HK$ BT 47,798 24,343
usD =TT 72,341 35,568
RMB AR 142,893 175,905
EURO BT 17 1,121
Others Hib 81 82
263,130 237,019
Reclassified as held for sale BoBEABIEHE (2,601) =
260,529 237,019
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For the year ended 31 December 2015 % —

29. ASSETS CLASSIFIED AS HELD FOR SALE 29. ZDERFHHEEE
2015 2014
—E—ERF — a4
HK$’000 HK$’000
FET FEIT
Assets of Topanga Asia and its SnmkEMNBARNEE
subsidiaries 8,020 -
Liabilities directly associated with BB ELEEEERABENEARE
assets classified as held for sale 2,502 -

On 31 December 2015, Topanga Asia entered into a non-legal
binding term sheet with a third party, pursuant to which the
third party intended to invest US$1,150,000 to Topanga Asia,
in return for approximately 51% the equity interest in Topanga
Asia. Topanga Asia and its subsidiaries are engaged in sale,
manufacture, research and development of plasma lighting
products and forms part of the Group’s lighting segment.
The disposal was completed in February 2016. The Company
estimated the fair value less costs to sell according to the
consideration subsequently agreed with the third party. No
impairment loss is required to adjust the carrying amount to fair
value less costs to sell as the former is lower than the latter. The
major classes of assets and liabilities of Topanga Asia and its
subsidiaries at the end of the reporting period are as follows:

Annual Report 2015 —ZT—HFF R

R-ZE-RAF+_HA=t—H Y=EH
=RRL—ERBORNNGRE - &b
ZE= R EFERE,150,000% 7T © A
BB %R E YR RENEAR
NESHTRAEROHEE HERWE A
RAKBERAXRB OB -0 - FEHLED
RZF-RF_AZTK - ARAREREZSE
= HENRERGEERAFERBEXE - &
REEEER DX FEREEKA - MBAELY
WEEER UEEEEFABRE R FERLEX
KeYrnmhkEMNBARIRNREHRNEESR
ERBERNET :
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For the year ended 31 December 2015 HZE —

29.

B B 75 AR B 5

ASSETS CLASSIFIED AS HELD FOR SALE

(Continued)

(%)

T-AF+=A=t-H

29.

TRAKEHEEE (B)

2015
—E-AfF

HK3$’000
FRET

Property, plant and equipment Y - BB MR E ORE®R)

(after impairment) -
Intangible assets (after impairment) EmREE (RER) =
Inventories FE 2,589
Trade receivables Z 5 W RIE 582
Other receivables H & W K18 1,999
Restricted bank deposits PR &l $R 1T 17 K 55
Pledged bank deposits BHEBIRITER 194
Cash and bank balances /e MIRTT4E % 2,601
Assets of Topanga Asia classified PEAFIELENRREE

as held for sale 8,020
Trade payables Z 5 MR8 162
Other payables H b JE 5 FRIB 2,340
Liabilities associated with assets HAEARELEEEHRBNERE

classified as held for sale 2,502
Net assets of Topanga Asia PEARFELENSZRFERE

classified as held for sale 5,518

The amount of cumulative expense recognised in other
comprehensive income and accumulated in equity relating
to assets held for sale is approximately HK$24,000 (2014:

HK$4,000)

Subsequent to the end of the reporting period, on 5 February
2016, the Group entered into a share purchase agreement,
according to which 1,912,069 shares were allotted to the
third party and a non-controlling shareholder of Topanga Asia,

representing 51.1% of Topanga Asia immediately after the share

allotment.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

RIREBHKRE =
.JL_Pﬁ%%% BUhME=FEY =%
B — B FEFE AT P R B 351,912,069 % 15+ 15 &
BERR D BL 2 18 S e 2 /9511 % AR AE o

REME2ERAERL PN ESER Bt EiFE
HELERBNRERSHNA24,0008 T (=%
— P4 : 4,000/ 70) °

—NF_RAAB A&

— %

—T-hEFRH
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For the year ended 31 December 2015 HZ =T —HAF+=-A=+—H

30. TRADE PAYABLES, OTHER PAYABLES AND 30, EZEMNRE - HbENRE
ACCRUALS REGTER
The ageing analysis of trade payables, based on the date of Z O RENRIBEKE B R ENERERS
receipt of goods, is as follows: T :
2015 2014
—Z-FF —E—-mEF
HK$’000 HK$’000
FET FAET
0 to 30 days 0£30H 60,775 80,372
31 to 60 days 31£60H 55,845 87,830
61 to 90 days 61£290H 52,850 63,985
91 to 180 days 912 180H 51,415 35,999
Over 180 days 180B M F 5,183 3,804
226,068 271,990
Reclassified as held for sale BoEAEBIEHE (162) =
225,906 271,990
The carrying amount of the Group's trade payables is AEBESEAFREEEA TR
denominated in the following currencies: RENL
2015 2014
—E-AfF —E—mEF
HK$’000 HK$’000
FET FEIT
HK$ BT 4,740 9,714
usD ETT 38,088 52,308
RMB AR 183,189 209,951
Others Hib 51 17
226,068 271,990
Reclassified as held for sale BoBABEHEE (162) =
225,906 271,990
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

30. TRADE PAYABLES, OTHER PAYABLES AND 30 EFREMARE - Htt BN RIE
ACCRUALS (Continued) REGER (&)
Other payables and accruals comprise the following: HEEMRBELEGEABEATSE:
2015 2014
—E—FEF —EFT—NF
HKS$’000 HK$’000
FAET FrET
Accrued wages JEEtITE 33,783 33,180
Other accrued expenses HtEEA 24,129 25,687
Other payables Hfh FE T FRIR 32,109 28,631
90,021 87,498
Reclassified as held for sale BOBERBEHE (2,340) =
87,681 87,498
The carrying amount of the Group's other payables and accruals NREBHMWENKEBEREAERANER
is denominated in the following currencies: BIRZATE®SE :
2015 2014
—E-HF —FmF
HK$’000 HK$'000
FET FET
HK$ BT 16,672 10,686
usD ETT 1,159 1,300
RMB AR 72,190 75,512
90,021 87,498
Reclassified as held for sale BoBABEHE (2,340) =
87,681 87,498
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31.

32.

33.

For the year ended 31 December 2015 &= —

DUE TO A RELATED COMPANY

Particulars of the amount due to a related company are as
follows:

31.

BB HmR MR (F)

T-hFE+-A=+—H

FEAS BRI & R RRIE
FEABEDRRERBENT :

2015 2014
—E-RE —T—EF
HK$’000 HK$"000
FET FET
Chit Shun Machinery Limited EARWMBREARRD 1,895 899
The amount due to a related company is of trade nature and is FEREERTRRIBERAEBEE R &
unsecured, interest free and repayable on demand. Mr. Lee has R RERBEERFABAESR =
joint control in the related company. EETREQNRHEE HLRIEH -
DUE TO A DIRECTOR 32. BEREEXNE
The amount due represents an advance from Mr. Lee to a HRIBBATLEER-—HBRARZRK -
subsidiary. The amount due is unsecured, interest free and IERIEREER B S RIRERER
repayable on demand and was fully repaid during the year. RERFRNEHEER -
BANK BORROWINGS 33. MITMHEN

The analysis of the carrying amount of bank borrowings are as
follows:

RITBEFROEEESTAT :

2015 2014
—E—FF —FT—mF
HK$’000 HK$’000
FHET FETT
Current liabilities REEE
Portion of bank borrowings due AR —FREIHEEDN
for repayment within one year RITERILD 318,542 363,681
Portion of bank borrowings due for AR —FRIHEZENBE
repayment after one year which EEREEREROIRIT
contains a repayment on demand BRE S
clause 79,504 62,650
Asset-backed financing (note (a)) BEERTRE (Hita) 24,490 95,639
422,536 521,970
Non-current liabilities ERBEE
Portion of bank borrowings due for BN —FRIHEZENTES
repayment after one year which BREREREFNIRITERIBD
do not contain repayment on
demand clause 181,051 28,000
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

33. BANK BORROWINGS (Continued) 33. |RITERE)
The interest-bearing bank borrowings, including the bank FFERITER (BREAKREREZENRIT
borrowings repayable on demand, are carried at amortised cost. B3 DIREHA AR - AR —F1&E
None of the portion of bank borrowings due for repayment after HEZENBSREREEZEKZBESEAS
one year which contain a repayment on demand clause that is MEBBEMRTERBLTEHRBER —
classified as current liabilities is expected to be settled within one FEREE -
year.
At 31 December 2015, interest-bearing bank loans were due for R-_ZE—RF+-_A=+—8 FHE
repayment as follows: BT ERITERREZNT

—E2-HF —T-WF
HKS$’000 HK$’000
FETT FET
Portion of bank borrowings due AR —FERNIHEED
for repayment within one year RITEREH 318,542 363,681
Asset-backed financing (note (a)) BERMRE (Hita) 24,490 95,639
343,032 459,320
Portion of bank borrowings due for AR —FIEE J,Hﬂféfﬁ%
repayment after one year which (BEREREREINRT
contains a repayment on demand BRE D (M 72b) -
clause (note (b)):
After 1 year but within 2 years —FZBREMFZRA 36,759 31,645
After 2 years but within 5 years MEZEBBRFZA 42,745 31,005
79,504 62,650
Portion of bank borrowings due for AR —FRIBEERE(TREER
repayment after one year which do ZREEGER) WIRITERID
not contain a repayment on demand
clause:
After 1 year but within 2 years —FZBEMFZRA 70,682 28,000
After 2 years but within 5 years MEZBERFZA 110,369 =
181,051 28,000
603,587 549,970
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

BANK BORROWINGS (Continued)

Notes:

(a) The asset-backed financing represents the amount of financing
obtained in invoice financing transactions which do not meet the
de-recognition requirement in HKAS 39. The corresponding assets
are included in trade receivables (note 25).

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

Ten (2014: nine) of the bank facilities are subject to the
fulfillment 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, some of the Group’s bank loan
agreements contain clauses which give the lenders the right at
their 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 Group regularly monitors its compliance with these
covenants, is up to date with the scheduled repayments of the
bank borrowings. Further details of the Group’s management of
liquidity risk are set out in note 6(c). During the year ended 31
December 2015, covenants relating to drawn down facilities with
two banks containing repayment on demand clauses had been
breached. The breach permitted the banks to demand accelerated
repayment. These covenants include certain requirements
in the total liabilities to total equity ratio and interest cover.
The total carrying amount of these borrowings amounted to
HK$65,572,000 (2014: HK$Nil) at 31 December 2015, and
were already classified as current liabilities as the Group has
no unconditional right to defer repayment after one year from
the end of the reporting period. These covenants have been re-
negotiated and remedied after the end of the reporting period.

—T-HEEER

33.

RITERK (B
Hiit -

(@) AEANREREBTNATESR
ERIEIFRHBUERARE X H M
ESHRESR -BHEEIAES
JE R RR SR (P 3E25) °

(b) A& IR BRIR TR B 5K Wh vk P L O TRUE A&
REREE - WES REFIRERE

e
BGEROTE -

TE(ZZ-—0OF: L@ RTHMER
EFENABERASEE THBLXRZ
Rt ZEXHEBERNESBBBITL
ZERRHTHR - HAEEHEREH
R AIEHRcMERE AR EKE
B oW AREETEHEX B H

BRPRTERAZERBREER S
KON (EEERAER - M ERAKE
ERETRARTAREEERE -

AEBTHERNERF ZET IR
BRTERNBETEXRBAIELER - K
SEZEFIRBE SRR EMEFFER
MisF6(c) - E-_ZE—RAFE+-_A=1+—
BIEFE  BMERITIZ 2 E @R
EERE (BREEREREH) EE
B BEN% BT ERMRER -
ZELFRIEAGERREEREREL X
EFBREMETER - ZFERRZ
E-RFE+-_A=+-—BWEEEE
/65,572,000 L (ZE—HF : T8
7o) WEINARBEE  AASEILE
ERHENRNBREHRE—FRITERE
Ko ZERFEDRMEHAREET NS
A AR
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

33. BANK BORROWINGS (Continued) 33. MITER (H)
All bank borrowings were arranged at floating interest rate. The FTAERITERIIRFEFEGTE - R
range of the interest rates per annum at 31 December 2015 was E-—AF+_A=+—HRNEFENEXHE
as follows: mE

2015 2014

—E2-FHF —E-NEF

% %

Per annum per annum

g5 §F

Floating rate F BRI 2 1.7% t0 4.0% 1.7% to 4.0%
The carrying amount of the bank borrowings is denominated in PRITEFEEMENNTYEE A5tE 8N :

the following currencies:

2015 2014
—E-RF —E—lF

HK$’000 HK$’000

FHET FHETT

HK$ BT 587,220 542,796
usD =TT 16,367 7,174
Total st 603,587 549,970
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For the year ended 31 December 2015 &EZ —T—FHF+ - A=+—H

BANKING FACILITIES

As at 31 December 2015, the Group had available banking
facilities of approximately HK$937 million (2014: HK$888 million),
which were utilised to the extent of approximately HK$604
million (2014: HK$550 million). These banking facilities were
secured by the following:

(a)

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

a property situated in Hong Kong owned by the Group;
pledged bank deposits;

guarantee from the Government of Hong Kong Special
Administrations Region Under Special Loan Guarantee

Scheme;

personal guarantee provided by the former shareholder of
Goodly;

guarantee from The Hong Kong Mortgage Corporation
Limited; and

all monies assignment of rental over the property situated
in Hong Kong owned by the Group.

34.

)

B M AR MR (5)

RITEE
R-_EBE—FAF+_A=+—08 Kx&E
A AR ER1T{E §49/5937,000,0007 7T
—PO4F : 888,000,000/87T) * M
&) E R #) £604,000,000 7T (= F
—PY4F : 550,000,000/87T) ° Itk FiR1T
EEUATIIEB (E AT :

() ARFRAEBFLHEAFR
e AR

(b) AEEEFENH—BTEWE

(@ SHEIRRITER

d  FRERITREBGERSRER
ERETEI TIRMHAER

(e)  EHARIBREMZEALR:

(f) BRERBE
® R

HFERARBELZE

(9 AKEERBHEEZYVEBES
HWRERIMATE
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

35. DEFERRED TAX ASSETS/LIABILITIES 35. EEMEELEE AfFE
The following is the deferred tax liabilities and assets recognised UTAREERFAEBRANEZIR
by the Group, and the movements thereon, during the year: NBAELEELEBEES
Deferred tax liabilities: RERIEEE -

Revaluation Accelerated Intangible

of leasehold tax assets and
land depreciation inventories Total
HE i IR B E BEEE
EEEM e kiEF& By
HK$°000 HK$'000 HK$’000 HK$'000
FET FET FET FET
At 1 January 2014 RZZE—MmMFE—H—H 21,627 31 2,641 24,299
Charge to equity for the year E AR = HBR 4,416 = = 4,416
Credit to profit or loss for the year RFRAKEE &=
(note 13) (Htit13) (127) - (396) (523)
Exchange realignment MEH A% (337) = = (337)
At 31 December 2014 and MZZT—mF
1 January 2015 +ZA=+—HK
Z-—hF¥—-H—H 25,579 31 2,245 27,855
Charge to equity for the year E’\ilﬁﬁi = R 10,688 - - 10,688
Credit to profit or loss for the year RERN AR EEZ
(note 13) (Btzt13) (124) - (2,245) (2,369)
Exchange realignment & 5 3% (926) = = (926)
At 31 December 2015 R-ZE—RF
+=-BA=+-—H 35,217 31 - 35,248
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wm

For the year ended 31 December 2015 &= —

35. DEFERRED TAX ASSETS/LIABILITIES 35.

(Continued)
Deferred tax assets:

At 1 January 2014,
31 December 2014
and 1 January 2015

Financial
liabilities at
fair value
through
profit or loss

BERAFETARR
ZEBMEE
HK$’000

FET

R-ZF-—NF—A—8-
—F-HmFt=-A=t—A
kR=F—HF—A—H -

BB HmR MR (F)

T-hFE+-A=+—H

EEBEEE BE ()

BEREFRIREE

Fair value
adjustment on
business
combination
EKEBHH

A EFE
HK$'000
FET

Total
et

HK3$'000
FAET

Annual Report 2015 —ZT—HFF R

Acquisition of business g 18 520 538
Credit to profit or loss STAFERER (HiE13)

for the year (note 13) 11,738 6 11,744
At 31 December 2015 RZZE-—HE+-_HA=+—H 11,756 526 12,282

At 31 December 2015, the Group had unused tax losses of
approximately HK$207,981,000 (2014: HK$125,087,000) and
deductible temporary differences in respect of the pre-operating
expenses of the PRC subsidiaries of HK$Nil (2014: HK$305,000)
which are available for offset against future profits. No deferred
tax asset has been recognised in respect of these tax losses and
deductible temporary differences due to the unpredictability of
future profit streams. Included in the unrecognised tax losses
are losses of approximately HK$9,849,000 (2014: HK$Nil)
which may be carried forward indefinitely. The remaining
unrecognised tax losses of approximately HK$198,132,000 (2014:
HK$125,087,000) will expire as follows:

R-_EBE—FAF+_A=+—8 Kx&E
B R By A IH & 18 49207,981,0000% 7T
(ZZ — P04 : 125,087,000 7T) Mt
FREINBARZHENBRETMNKRE
HEIT BT (ZF—M4EF : 305,000
F5 T AT AR S R SO FI o AN 5 @ 3 4R
Bz R IE B 1B I AT 0 BR ERF E B R
RELERIBEE - BARRERTE R R
FIRA - RERBIBEBEFRRIEBELD

9,849,000/ L (=T —W4F : T&T) »
AEREEE B T AERNIALS
18 49198,132,000/ jt (=& — W F :

125,087,000/8 7T ) #& 1A T 5! BR i B B8 -
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

35. DEFERRED TAX ASSETS/LIABILITIES 35. EEBBEEE A& (H&)
(Continued)

Group

AEH
2015 2014
—E2-HF —T-F
HK$’000 HK$"000
FET TFrETT
Year 2015 —ET—hF 9,870 9,870
Year 2016 _T—/\¢ 11,938 11,938
Year 2017 —E—+F 12,274 12,274
Year 2018 —E-)N\F 17,690 17,690
Year 2019 == —n& 36,972 36,972
Year 2020 22 F 45,902 =
Year 2033 —E== 7,311 7,311
Year 2034 —T=F 29,032 29,032
Year 2035 —ETE=hHE 27,143 -
198,132 125,087

At 31 December 2015, the aggregate amount of undistributed R-ZT—hE+-_A=+—H0 BERBAT X

earnings of subsidiaries for which deferred tax liabilities have S ERBFMEFEMAERRELRIEEEAS LD
not been recognised is approximately HK$325,908,000 (2014:  325,908,000/& T (==& — 4 : 294,358,000/8
HK$294,358,000). No liability has been recognised in respect of Jt) « REBITEF I EZREHRARBE  BRAA
these differences because the Group is in a position to control the  AREEECIXFIFGRF ZREAEIE - MZEB BT
timing of reversal of the temporary differences and it is probable  AJ g2 A] & 7 3 [B] £ -

that such differences will not be reversed in the foreseeable

future
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For the year ended 31 December 2015 & —RAF+=-A=+—H

36. SHARE CAPITAL 36. K&K
Group and Company
AEBERAEAAT
Number of
shares Amount
i 4=] k|
HK$'000
FET
Authorised: VERE
Ordinary shares of HK$0.1 each BREE BT L AR
At 1 January 2014, R-ZE—MFE—A—1 -
31 December 2014, —FE-NFE+=ZA=+—8"
1 January 2015 and —E—RF-—H—RAK
31 December 2015 —E-hF+=——A=+—H 5,000,000,000 500,000
Issued and fully paid: BEITRBRE
Ordinary shares of HK$0.1 each FREBE B ITH E @A
At 1 January 2014 R-—ZE—WNWF—HA—H 893,453,400 89,345
Issue of shares upon the exercise RITEEREMET 2 EER
of share options (a) 98,000 10
Grant of shares under share RIRAR (7 SR B a1 81 H 2 AR
award scheme (b) 210,000 21
At 31 December 2014, RZE—WFE+A=+—H"
1 January 2015 and —ET-RF—A—HBK
31 December 2015 —E-RF+-A=+—H 893,761,400 89,376
(a) In 2014, 98,000 ordinary shares were issued at HK$0.415 (@ RZZE—DOF BHRITEEARD
per share as a result of the exercise of share options of the A ,ﬁﬁ Hx M LA0.4157 T 1T
Company. 98,000/% & Ak -
(b) In 2014, 210,000 ordinary shares were granted, allotted (b) RZTE—WNF  BARR 2 KD
and issued to an employee of the Group pursuant to the HEEE ML BERE
share award scheme of the Company. 210,000/ & @ A% ©
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

36.

SHARE CAPITAL (Continued)

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

The capital structure of the Group consists of cash and cash
equivalents and total equity, comprising issued share capital,
reserves,
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 associated 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.

retained earnings and non-controlling interests. The

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

36.

Bz ()
AEEER AR ERARE T
B MEHENTEBELESR
HEERRERARR - SEEOEE
REEREFME -

AEENEAEERERERSERARS
BEREREE  BEERITRE &
#H RBBFRIEERER - ANAE
BEEELFRT —RERER - RNETR
A EEEREBEANAREESEE
AR - REBEEFNEZ  NEEB
FERIRM IS - BT % KB B AR5 b
RBITHEBSEQRBFEE  #ZFUF
BB E ARG -

RELRFEELZWMT

2015 2014

—E-HEF — M4

HK$'000 HK$’000

FETT FETT

Debt (a) & &) 603,587 549,970
Less: Pledged bank deposits B B EAIRITER (194) (20,233)
Restricted bank deposits BRHISRITIFR (4,172) (4,359)

Bank and cash balances RITRBEE (263,130) (237,019)

Net debt BB 336,091 288,359
Equity (b) 125 (b) 731,500 849,543
Net debt to equity ratio B 755 BB B 2 Lt 3R 45.9% 33.9%

(@) Debt is defined as bank borrowings as detailed in note 33
to the consolidated financial statements.

(b) Equity includes all capital and reserves of the Group.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE
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For the year ended 31 December 2015 &EZ —T—FHF+ - A=+—H

SHARE CAPITAL (Continued)

The only externally imposed capital requirements for the Group
are (i) in order to maintain its listing on the Stock Exchange it
has to have a public float of at least 25% of its shares, and (ii)
to meet financial covenants attached to the interest-bearing
borrowings. The Group receives reports from major shareholders
and other connected persons on any changes in shares held by
them to ensure the continuing compliance with the 25% limit
throughout the year. As at 31 December 2015, 29.51% (2014:
29.51%) of the shares were in public hands. Breaches in meeting
the financial covenants would permit the banks to immediately
call for repayment of borrowings. The financial covenants of the
bank borrowings containing repayment on demand clauses drawn
from two banks had been breached which permitted the banks to
demand accelerated repayment as at 31 December 2015. Details
are set out in note 33 to the consolidated financial statements.

36.

B A (&)

AN E M — M INEIE 2 B AR TE AG) R
Rtz LM REBETDLR25% 2 1
BIFRE 0 RONETH R BERZ 8
BERY - AEERETEZRRREMEGE
ATWERBRBESAIEENRMN 2T M
BEHMHRE  LWERFANFEET25%
WERS - R—_ZT—FF+=-_A=+—
H2951% (ZZ—MF :2951%) 2
BOBARREE ERVBROBAR
RITERRKEER RZTE—HF+=
A=1+—8 EMHEBRTHERENRE
BRIGERZIRITE R SR E RN
ARFRITERMBRE - FFBHREE
B SRR M E3S -
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For the year ended 31 December 2015 E —T—FHF+ - A=+—H

37. STATEMENT OF FINANCIAL POSITION AND 37. MBMRARREAATZHE
RESERVE MOVEMENT OF THE COMPANY % B
(a) Statement of financial position of the (a) AQFHBMRRE
Company
2015 2014
—E-FF —ZE—mEF
HK$°000 HK$"000
FET FET
Non-current assets kRBEE
Investments in subsidiaries R B R AR E 68,210 37,494
Current assets RBEE
Prepayments, deposits and TBRAHRIE - ek
other receivables H b fE U SR IE 70 98
Due from subsidiaries JE U B B R R FIE 373,277 373,277
Bank and cash balances ﬁEﬂ&fiﬁmnﬁﬁ 82 319
373,429 373,694
Current liabilities REBEE
Other payables and accruals H Ath FE A 5/ IE R A B A 14 8
Due to subsidiaries FEAT BT B A R FRIE 81,828 66,595
Financial guarantee contracts REERANEE
liabilities 35,279 6,949
117,121 73,552
Net current assets RBEEFEE 256,308 300,142
NET ASSETS BEEFE 324,518 337,636
Capital and reserves EXR#E
Share capital A& A 89,376 89,376
Reserves G 37(b) 235,142 248,260
TOTAL EQUITY DB 324,518 337,636
Approved by the Board of Directors on 30 March 2016 KEEEeR _T—"F=-A=+HHE IH
and are signed on its behalf by: LTESEREEE

Lee Yuen Fat
TR
Director

BF

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

Wong Cheong Yiu

4=}
Director

EF
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For the year ended 31 December 2015 &EZ —T—FHF+ - A=+—H

37. STATEMENT OF FINANCIAL POSITION AND 37. MBMRRRRARE 2HHE
RESERVE MOVEMENT OF THE COMPANY B (&)
(Continued)
(b) Reserve movement of the Company (b) AR EZHEERSH
Share
Share option Retained
premium reserve profits Total
BGRE BREGE 1R % A By
HK$'000 HK$’000 HK$'000 HK$'000
FET FET FET FET
At 1 January 2014 R-ZE—HmE—A—H 204,338 24 108,311 312,673
Grant of shares under share 2% 1) “EEh =+ &) M #% &
award scheme B 1n - 292 = 292
Issue of shares granted under 3% B {3 82 Bh =t &) M 317
share award scheme BT B 17 271 (292) = (1)
Issue of shares upon the B 17 {5 B P T
exercise of share options B2 KRB 31 - - 31
Exercise of share options 1718 2 B R 10 (10) - -
Forfeiture of share options R U 2 B R A = 4) 4 =
Profit for the year F R - - 526 526
Dividends paid BRE = - (65,241) (65,241)
At 31 December 2014 RZZE—F
+-B=+—H8H 204,650 10 43,600 248,260
At 1 January 2015 R-—E—R&—HA—H 204,650 10 43,600 248,260
Profit for the year FE R - - 1,182 1,182
Dividends paid BRE = = (14,300) (14,300)
At 31 December 2015 RZZ—h%F
+-A=+—8H 204,650 10 30,482 235,142
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

38. RESERVES
(@) Group

The amounts of the Group’s reserves and the movements
therein are presented in the consolidated statement
of profit or loss and other comprehensive income and
consolidated statements of changes in equity.

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

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

(iii)  Capital reserve

The capital reserve represents (a) the amount of
minority interests in Ka Fung Metal Manufactory
Company Limited and Ka Fung Metal Manufactory
acquired by the Group, and (b) the adjustment
of non-controlling interest arising from further
acquisition of the equity interest up to 79.7% in
Topanga Asia and up to 100% in Wuhu Lenka
during the year ended 31 December 2015.

Ka Shui International Holdings Limited ZixEEIZEREIRA
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(a)

(b)

rEE
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BOEEIERESRE
R T 18 A B A B AT BRLAR T
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BERHEARZBE KD
RIABRENEERBEE
B2 B ES -

(i) EoEE
AHHEEEATRENE
M (=L2eBEEREE
BARN-_ZETHE—F
TNANBAEERELSE
B 2 (— B IEIR R BA
EER g AVAZOR= Y 2/ I =
BB W HFRAEE
B) 2 EHMBTHRG
EE : R()ARRAE AR
S EBARARNEY
REMBEITHRMOEE -

(i) EXRRFHE
BAREEEGQA SR K
BRZsBRRaRmERA
AREESBEMRIH
B% 3R 25 B0 R 0 R(b)
REBEZE-_ZT—hHF+=_A8
“t+—BLEERE—F
W EES == E79.7% Kk Ak
S5 B 32 2= 100 % A% #E h &=
7R ERARE -
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38. RESERVES (Continued)
(b) Nature and purpose of reserves (Continued)

(iv)

(v)

(vi)

(vii)

Annual Report 2015

—T-HEEER

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 4(c)(iii)
to the consolidated 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 4(r) to the consolidated 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.

Land revaluation reserve

The land revaluation reserve has been set up and
is dealt with in accordance with the accounting
policies adopted for leasehold land in note 4(d) to
the consolidated financial statements.

38. f#fE (&)

(b) REE2MEEREN(HE)

(iv)

(v)

(vi)

(vii)
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EEEE
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For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

39. SHARE-BASED PAYMENTS
(@) Share Option Scheme

()

Share option scheme of the Company
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.

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.

Ka Shui International Holdings Limited ZixEEIZEREIRA
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39. SHARE-BASED PAYMENTS (Continued)
(@) Share Option Scheme (Continued)

()

Annual Report 2015

o

Share option scheme of the Company
(Continued)

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.
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39. SHARE-BASED PAYMENTS (Continued) 39. DIRBEEAE2FE (&)
(a) Share Option Scheme (Continued) (a) BRESTE (E)
(i) Share option scheme of the Company (i) AATBRETE (H)

(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; (ii) the average Stock
Exchange closing price of the Company’s shares
for the five trading days immediately preceding the
date of the offer; and (iii) the nominal value of the
Company’s shares on the date of the offer.

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

Details of the specific categories of options are as
follows:

BRENTEERESE
T BETBERORELE
MR 2 B AR A AR

EB AR TE ()R
BEEOARAMABRERA
A ) B 40 A Bk 32 P ) F
BB ¢ KA R 7R
RBL BN EE (A
KaERE) -

BRERE AEREIRAR
BERNBRRREERE -

BRENARBENFEW
-

Number
of share
Fairvalueat  Exercise options
Category of  Date of grant Vesting date Exercise period grant date price outstanding
grantee AR it
RRABH RLRH BRAH fifes AT ik BREHE
HKS 2015 2014
ZI-nF ZE-RE
Junior staff 13 March 2008 13 March 2009 13 March 2009 to 12 March 2018 0.1 0415 40,800 40,800
ot ZEENEZATZR ZEEAEZATZRE ZEEAEZATZHEE
ZE-)\f=A+tZH
Junior staff 13 March 2008 13 March 2010 13 March 2010 to 12 March 2018 012 0415 20,600 20,600
HEEE ZIT\FZAt=R  ZZ-ZEZAfZR Z%- ¢ Rt=E%
2-\F=A+zH
Junior staff 13 March 2008 13 March 2011 13 March 2011 to 12 March 2018 0.12 0.415 40,600 40,600
HEEH ZEENEZATZE  ZF—#ZAtzH ZE3-—4=AfzHE
ZE-N\#=RtZH
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39. SHARE-BASED PAYMENTS (Continued)
(@) Share Option Scheme (Continued)

()

Annual Report 2015 —ZT—HFF R

Share option scheme of the Company
(Continued)

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

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

Share price HK$0.400
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.

)
(%)

F-AF+-A=+-8

39. LURESEZFE (&)
(a) FREMAERTE (&)

()

FREBRET S ()

BRENQXTFERELA

948 PR 1 52 — & B A 2
M EEAEE -

IICE N Rt 1
(20N iﬁ-

IR (B 0.400/8 7T
I8 0.4158 7T
TEETF 3.5-6.54F
TEET R I8 55.42%

% B [o 3% & 5.25%
4 2| B Fl) = 2.005%—
2.176%
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39. SHARE-BASED PAYMENTS (Continued)
(@) Share Option Scheme (Continued)

()

Share option scheme of the Company
(Continued)

Details of the share option movements during the
year and share options outstanding at the end of
the year under the Share Option Scheme are as
follows:

Number of
share options

39. LRESEZFE (&)
(a) FREMAERTE ()

()

2015

—B-If

Weighted
average
exercise price

WETFH

EREZE THE

Outstanding at the beginning 1K 17 (&

HKS$
A

RN EE RS B ()

REFE R R 2 B8 KRR
FRMARITEERIEZ
ERUNNE

2014
—ME
Weighted

Number of average

share options

exercise price
¥

BEHAE TE(E

of the year 102,000 0.415 242,000 0.415
Forfeited during the year FRL K - 0.415 (42,000) 0.415
Exercised during the year FATE - 0.415 (98,000) 0.415
Outstanding at the end FRARTE

of the year 102,000 0.415 102,000 0.415
Exercisable at the end FRA{TE

of the year 102,000 0.415 102,000 0.415
No (2014: 98,000) share options were exercised FRNEEREETE (=

during the year. The options outstanding at the
end of the year have a weighted average remaining
contractual life of 2.3 years (2014: 3.3 years) and
the exercise price of HK$0.415 (2014: HK$0.415).

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

Ka Shui International Holdings Limited ZEHEIRZERERALQTE
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39. SHARE-BASED PAYMENTS (Continued)
(@) Share Option Scheme (Continued)

(ii)

Annual Report 2015

o

Share option scheme of a subsidiary

A subsidiary of the Company, Topanga Asia,
operates a share option plan (the “Share Option
Plan”) for the purpose of providing incentives and
rewards to eligible participants who contribute to
the success of its operations. Eligible participants
include the full-time employees of Topanga Asia
or any of its subsidiaries (including directors of
Topanga Asia or its subsidiaries) or any other
persons who devote substantially all of their time
and efforts to the business, management and
operation of Topanga Asia and/or any subsidiary,
as determined by the board of Topanga Asia. The
Share Option Plan became effective on and, unless
otherwise cancelled or amended, will remain in
force for 10 years from that date.

The maximum number of unexercised share
options currently permitted to be granted under
the Share Option Plan is 70,000 shares of Topanga
Asia, subject to the adjustment in such manner
as the auditors shall certify to be appropriate, fair
and reasonable in the event of any alteration in
the capital structure of Topanga Asia in accordance
with section 8 of the Share Option Plan, whether
by way of capitalisation of profits or reserves,
rights issue, consolidation, reclassification,
reconstruction, subdivision or reduction of the
share capital of Topanga Asia.

The offer of a grant of share options may be
accepted within 15 days from the date of the offer,
upon payment of a nominal consideration of US$1
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 and ends on a date which is not later than
ten years from the date of the offer of the share
options or the expiry date of the Share Option
Plan, if earlier.

The exercise price of the share options is
determinable by the directors in its absolute
discretion.

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

39. LRESEZFE(F)
(a) REMAESTE (&)
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39. SHARE-BASED PAYMENTS (Continued)
(@) Share Option Scheme (Continued)
(ii) Share option scheme of a subsidiary
(Continued)
Details of the specific categories of options are as
follows:

Date of grant Vesting period

RiLAH BEA

Lot 1 16/6/2014 16/6/2014 to 5/9/2014
ESbs

Lot 2 16/6/2014 16/6/2014 to 5/10/2014
Et

Lot 3 16/6/2014 16/6/2014 10 5/11/2014
34t

Lot 4 16/6/2014 16/6/2014 10 5/12/2014
4

Lot 5 16/6/2014 16/6/2014 to 5/1/2015
58

Lot 6 16/6/2014 16/6/2014 to 5/2/2015
64t

Lot 7 16/6/2014 16/6/2014 to 5/3/2015
EE

Lot 8 16/6/2014 16/6/2014 to 5/4/2015
EAin

Lot9 16/6/2014 16/6/2014 to 5/5/2015
Foltt

Lot 10 16/6/2014 16/6/2014 1o 5/6/2015
F104

Lot 11 16/6/2014 16/6/2014 to 5/7/2015
EARE

Lot 12 16/6/2014 16/6/2014 to 5/8/2015
S8

Lot 13 16/6/2014 16/6/2014 to 5/9/2015
F134%

Lot 14 16/6/2014 16/6/2014 to 5/10/2015
F44

Lot 15 16/6/2014 16/6/2014 to 5/11/2015
E154

Lot 16 16/6/2014 16/6/2014 10 5/12/2015
F16H

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

39. LIRBEGAE 2FIE(8])

(a)

Exercise
period

&4

6/9/2014 to 16/6/2024
6/10/2014 to 16/6/2024
6/11/2014 to 16/6/2024
6/12/2014 to 16/6/2024

6/1/2015 to 16/6/2024

6/2/2015 to 16/6/2024

6/3/2015 to 16/6/2024

6/4/2015 to 16/6/2024

6/5/2015 to 16/6/2024

6/6/2015 to 16/6/2024

6/7/2015 to 16/6/2024

6/8/2015 to 16/6/2024

6/9/2015 to 16/6/2024
6/10/2015 to 16/6/2024
6/11/2015 to 16/6/2024

6/12/2015 to 16/6/2024

Annual Report 2015

R R & ()

B R B AR A T B (4

RE R 2 B A 0 B
BERMT -

Exercise
price

T

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

9.1375

No. of
share options
outstanding

HERRERE

2015

“3-1F

275

22

23

23

23

23

23

22

23

23

23

23

24

22

23

23

— =
—=

2014

“Z-[F

12,700

1,053

1,059

1,059

1,059

1,058
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39. SHARE-BASED PAYMENTS (Continued)
(a) Share Option Scheme (Continued)
(ii) Share option scheme of a subsidiary
(Continued)
Details of the specific categories of options are as
follows (Continued):

Date of grant Vesting period

RitAH BRA

Lot 17 16/6/2014 16/6/2014 to 5/1/2016
F17H
Lot 18 16/6/2014 16/6/2014 to 5/2/2016
F184t
Lot 19 16/6/2014 16/6/2014 to 5/3/2016
F194
Lot 20 16/6/2014 16/6/2014 to 5/4/2016
F208
Lot 21 16/6/2014 16/6/2014 to 5/5/2016
EyALi
Lot 22 16/6/2014 16/6/2014 to 5/6/2016
F24t
Lot 23 16/6/2014 16/6/2014 10 5/7/2016
F234
Lot 24 16/6/2014 16/6/2014 to 5/8/2016
F244
Lot 25 16/6/2014 16/6/2014 10 5/9/2016
F254
Lot 26 16/6/2014 16/6/2014 to 5/10/2016
F264
Lot 27 16/6/2014 16/6/2014 10 5/11/2016
F27H
Lot 28 16/6/2014 16/6/2014 to 5/12/2016
284
Lot 29 16/6/2014 16/6/2014 to 5/1/2017
F29%
Lot 30 16/6/2014 16/6/2014 to 5/2/2017
308t
Lot 31 16/6/2014 16/6/2014 to 5/3/2017
F314
Lot 32 16/6/2014 16/6/2014 to 5/4/2017
E3Mt

Annual Report 2015 =Z—AFFR

39. URBEAHEZKE (&)
(a) FEARRECHE (D)
() WEDTWRETE ()
RE QR 2 B &
BRI T (4) -

Exercise
period

T8

6/1/2016 to 16/6/2024

6/2/2016 to 16/6/2024

6/3/2016 to 16/6/2024

6/4/2016 to 16/6/2024

6/5/2016 to 16/6/2024

6/6/2016 to 16/6/2024

6/7/2016 to 16/6/2024

6/8/2016 to 16/6/2024

6/9/2016 to 16/6/2024

6/10/2016 to 16/6/2024

6/11/2016 to 16/6/2024

6/12/2016 to 16/6/2024

6/1/2017 to 16/6/2024

6/2/2017 to 16/6/2024

6/3/2017 to 16/6/2024

6/4/2017 to 16/6/2024

Exercise
price
|
Us$
e
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375
9.1375

9.1375

9.1375

No. of

share options
outstanding

MR RERE

2015
= Sl

23

23

23

22

23

23

23

23

24

22

23

23

23

23

23

22

2014
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39. SHARE-BASED PAYMENTS (Continued)

(@) Share Option Scheme (Continued)
(ii) Share option scheme of a subsidiary
(Continued)
Details of the specific categories of options are as
follows (Continued):

Date of grant Vesting period

RiLAH BEA

Lot 33 16/6/2014 16/6/2014 to 5/5/2017
334
Lot 34 16/6/2014 16/6/2014 to 5/6/2017
F344
Lot 35 16/6/2014 16/6/2014 to 5/7/2017
F354
Lot 36 16/6/2014 16/6/2014 to 5/8/2017
364
Lot 37 16/6/2014 16/6/2014 to 5/9/2017
F374
Lot 38 16/6/2014 16/6/2014 10 5/10/2017
38l
Lot 39 16/6/2014 16/6/2014 to 5/11/2017
394
Lot 40 16/6/2014 16/6/2014 to 5/12/2017
F404t
Lot 41 16/6/2014 16/6/2014 to 5/1/2018
4
Lot 42 16/6/2014 16/6/2014 10 5/2/2018
F44
Lot 43 16/6/2014 16/6/2014 to 5/3/2018
F434
Lot 44 16/6/2014 16/6/2014 to 5/4/2018
S44%

Options are forfeited if the employee leaves
Topanga Asia and its subsidiaries.

The change in number of share options
outstanding is due to lapse of share options during
the year.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

39. LIRBEEE 2FIE(E&)

(a)

Exercise
period

&4

6/5/2017 to 16/6/2024
6/6/2017 to 16/6/2024
6/7/2017 to 16/6/2024
6/8/2017 to 16/6/2024
6/9/2017 to 16/6/2024
6/10/2017 to 16/6/2024
6/11/2017 to 16/6/2024
6/12/2017 to 16/6/2024
6/1/2018 to 16/6/2024
6/2/2018 to 16/6/2024
6/3/2018 to 16/6/2024

6/4/2018 to 16/6/2024

fE IR & ()
(i) MEQEERESTS (8)
RERRH 2 BRENE

BERIMT (&) -

No. of
Exercise share options
price outstanding
1@ R R B
2015 2014
E-1f

9.1375 23 1,112
9.1375 23 1,110
9.1375 23 1,112
9.1375 23 1,109
9.1375 24 1,115
9.1375 = 52
9.1375 = 52
9.1375 = 52
9.1375 = 52
9.1375 = 52
9.1375 = 52
9.1375 = 53

EREBFD =R AN
B EBRERTR
Y o

RITEBERERBE 22
TR RERA BRI RR
PTEL
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39. SHARE-BASED PAYMENTS (Continued) 39. UREAHEZNRE (&)
(a) Share Option Scheme (Continued) (a) EBRFERTE(E)
(ii)  Share option scheme of a subsidiary (i) HBARBRETS(E)
(Continued)
Details of the share option movements during the RERNEIRE 2 8RR
year and share options outstanding at the end of ERMRITEZ BREZ
the year are as follows: FEIET

2015 2014
—®-1% —Z-mE
Weighted Weighted
Number of average Number of average

share options  exercise price  share options exercise price
il B il B2

BREZE (R d BRESE T fE
us$ uss

ET 0

Outstanding at the beginning  REMH KT

of the year 53,300 9.1375 - 9.1375
Granted during the year FREL - 9.1375 53,400 9.1375
Forfeited during the year FRZU 52,200 9.1375 (100) 9.1375

Outstanding at theend of ~ RERKHARITE
the year 1,100 9.1375 53,300 9.1375

Exercisable at the end of REER TI7{E

the year 618 9.1375 15,871 9.1375
The options outstanding at the end of the year RERKWEAITEZER
have a weighted average remaining contractual EZMEFHHBE LD
life of 8.5 years (2014: 9.5 years) and the exercise FHASSF (=T —
price of US$9.1375 (2014: US$9.1375). In 2014, F£:95F)  (TEEA
options were granted on 16 June 2014. The 9.1375%( L (=T — 1
estimated fair value of the options on this date is # :9.1375% L) c R =
US$249,785 (approximately HK$1,936,000). T—F - BRER-S

—PENRATRBEL

B ERERERAZA
1B B249,785% 7T (49
1,936,000/ 7T) ©
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39. SHARE-BASED PAYMENTS (Continued)

(a)

(b)

Share Option Scheme (Continued)

(ii) Share option scheme of a subsidiary
(Continued)
These fair values were calculated using the
binomial option pricing model. The inputs into the
model are as follows:

Weighted average share price Us$8.85
Weighted average exercise price Us$9.1375
Expected volatility 65.72%
Expected life 10 years
Risk free rate 2.06%
Expected dividend yield 0.00%
Forfeiture rate 0.00%

Expected volatility was determined by calculating
the average of industry annualised historical
stock price volatility. 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.

Share Award Scheme

The Company adopted a share award scheme (the “Share
Award Scheme”) on 10 January 2013 (“Adoption Date”)
for a period of 10 years. The purpose and objective of the
Share Award Scheme are to recognise the contributions
by certain employees and persons of the Group and to
provide them with incentives in order to retain them for
the continued operation and development of the Group
and to attract suitable personnel for further development
of the Group. The Company has set up a Share Award
Scheme Trust. Pursuant to the Share Award Scheme,
new awarded shares may be allotted and issued to the
independent trustee under general mandates granted or
to be granted by the shareholders at general meetings of
the Company from time to time and be held in trust for
relevant participants until such shares are vested with the
relevant participants in accordance with the provisions of
the Share Award Scheme.

Ka Shui International Holdings Limited ZixEEIZEREIRA
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39. SHARE-BASED PAYMENTS (Continued)

(b)

Annual Report 2015 —ZT—HFF R

Share Award Scheme (Continued)

Subject to any early termination as may be determined
by the Board of the Company, the Share Award Scheme
shall be valid and effective for a period of ten years
commencing on the Adoption Date.

The maximum number of shares awarded under the Share
Award Scheme shall not exceed 5% of the issued share
capital of the Company as at the Adoption Date.

The maximum number of shares which may be awarded to
a selected person under the Share Award Scheme shall not
exceed 1% of the issued share capital of the Company as
at the Adoption Date.

On 28 April 2014, the Company granted 210,000
shares to an eligible participant pursuant to the Share
Award Scheme. The shares were vested immediately.
The Company has recognised a share-based payment of
HK$292,000 and credited the share capital and share
premium of approximately HK$21,000 and HK$271,000
respectively, representing the fair value of the shares
awarded. The fair values of the awarded shares were
measured by reference to the closing market price of the
shares at grant date.

39. LIRESE ZFE (F)

(b)

1 47 8% B =1 & (4K)
EEEGIRTERFRINBAR
T BRAA SRR 58I e BR 48 B A
ETFHRERRER -

RAZ I 0 B2 E) At 84 O B 0 &
BHETSEERKABHAR
BB BITRANS% -

RIER D BB AT B [A — R R EUE
ATTAIREREMBR N RS HE T
SHEBNRMABHARR D #ET
HQZ’SE}‘]‘IO/O ©

RZE—NmNEMA=-+NAH " &
NEIERBER D EZEE &R — &
GBS MAE R EH210,0000% B
B ZERMENERE AR
RIER —HURMDEE 2 5B
292,000/ 7T + I # 921,000/
JC K #9271,0007% 7T 7 Bl 5T A B%
AERBDRE - A8EREERHD
ZAFE- BEKRD 2 AFES
ZRMHAEL BB KM ERE -
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164 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
n‘/T\ 7_|- iﬂ 3{;& ’13«% M-J- (n\,\ )

For the year ended 31 December 2015 E —T—FHF+ - A=+—H

40. NOTES TO CONSOLIDATED STATEMENT OF 40. HKEBESRERKE
CASH FLOWS
(a) Cash flows from operating activities (a) KEEKZHESRE
2015
—E-1F
HK$'000
FET
(Loss)/Profit from operations wE (\1E) afl (62,964) 99,326
Adjustments for: EEE T 5
Interest income FEWA (2,194) (2,097)
Share-based payment expenses AR AE4EH 2 5RIE S 111 1,315
Reversal of allowance for AR 4 O]
doubtful debts (358) (282)
Allowance for doubtful debts RAREE - 411
Bad debt written off 122 R 9 8
(net of bad debt recovery) ($0kr AR E]) 14 235
Write off of inventories 7 &M aH - 3,327
Allowance for inventories TERE 6,147 130
Impairment loss on goodwill EERE - 1,630
Gain on a bargain purchase =B e (9,546) =
Net loss on financial assets/ BATEFABZN
liabilities at fair value CRMEE/BEZFES
through profit or loss 71,646 8,286
Loss on disposal of property, REYE - R B
plant and equipment 2B 267 61
Property, plant and equipment Y - HEES 2 RR IS
written off 3,888 894
Property, plant and equipment Y - S R 1 B
written back (1,000) (3,137)
Impairment on property, Mz B RRERE
plant and equipment 4,750 -
Depreciation on property, ME  HERREBITE
plant and equipment 84,562 78,022
Impairment on intangible assets & & ERE 11,206 =
Amortisation of intangible assets 7 & £ # 1 2,402 2,402
Operating profit before movements K&t & & & & % &) A 1
in working capital §*£/_T'J 108,931 190,523
Decrease/(Increase) in inventories 77 & i 4/ (4% fin) 22,848 (61,483)
Decrease in restricted bank balance &R #l 81777 ZUR 4 - 420
Decrease/(Increase) in trade Z 5 rBGRIER L ()
receivables 59,779 (17,433)
Decrease/(Increase) in prepayments, JB{f K78 ~ 24 N E A
deposits and other receivables FE U R IE R A (3 A0) 22,077 (9,586)
(Decrease)/Increase in trade EE S5%mECRd) /18 m
payables (53,676) 52,850
(Decrease)/Increase in deposits BZe HEMER
received, other payables and FERTEA G d) /1
accruals (2,032) 8,290
Increase/(Decrease) in amount FEAS BEE R R FIAE I, Ol
due to a related company 996 (877)
Proceeds from financial assets BATEG AERER
at fair value through profit MEBEE KBS
or loss 6,595 57,595
Payment for financial liabilities BAFEG ABmR
at fair value through memAafsXH
profit or loss (15,011) (9,607)
Cash generated from operations &2 FT5IR % 150,507 210,692
Income tax paid Eﬁﬁﬁ%ﬁ (25,360) (20,735)
Interest paid 215 8 (16,480) (13,245)
Finance lease charges paid B A B & A % i - (22)
Net cash generated from KEXBERSFE
operating activities 108,667 176,690
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40. NOTES TO CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

(b)

Annual Report 2015

Acquisition of subsidiaries

On 14 May 2015, the Group acquired 100% of the issued
share capital of Goodly. Goodly is an investment holding
company and its subsidiary, Goodly Suzhou, was engaged
in research, manufacture and sale of plastic injection
molding and components of car-related products during
the period.

According to the share purchase agreement dated 14
May 2015 between the Group and the then shareholder
of Goodly, the consideration of the acquisition of
Goodly was settled by way of (a) cash consideration
of HK$10,000,000; (b) contingent consideration
(“Contingent Consideration”) comprising a cash
consideration of maximum up to HK$1,200,000 and a
share consideration of maximum of 300 ordinary shares of
Katchon. The final amount of Contingent Consideration
depends on the consolidated total comprehensive income
of Goodly for the year ended 31 December 2015. The
fair value of the Contingent Consideration at acquisition
date was measured by reference to the expected total
comprehensive income of Goodly which had been
discounted by applicable discount rates. The acquisition
is for the purpose of expanding the Group’s automotive
components products portfolio and customer base with
a view to enhance its revenue and profitability in the
forthcoming future.

—T-HEEER

)
(%)

F-AF+-A=+-8

40. HZEBESRERMKE (E)

(b)

W R

R-Z-—AFAA+MAE  &&
E Y s = I E AT AR AN E9100%
BE EHA—ZRXKREEZERAR
A A HME AR = &M
TREHTE  EEMBEELRE
BEMNMAEHBERNTIF -

BE—Z-—AFAATHBEAE
B E RS AR R 2 R A B RR
HE WEERORERNTE
AN (a) B £ R {E10,000,000
BT (b)) HARE (AR
&) - BFE&S1,200,0008 TH
ReRERZEERZI00RER
BREBRHRE RARBZHELK
SRR EMEE T —1F
+-ZA=+—BHNEREFREEAE
W28 - RIIE R 2 K AR(E
BATFERAEE NIRRT
EMEREEmKSBETED
RoETHENENRERAS

BREERHcEREAREP
A #mMAERKERIERAR
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166 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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(%)

For the year ended 31 December 2015 E —T—FHF+ - A=+—H

40.

(b)

NOTES TO CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

Acquisition of business (Continued)

The fair value of the identifiable assets and liabilities
of Goodly and its subsidiary acquired as at its date of
acquisition is as follows:

40. FEBREREXRMTE (H)
Wi 5 (&)

RUCEE B Fruk s S 7 R H T
BRRIMWAI#HANEERABRHA
FEHHIINT

(b)

Net assets acquired: HK$000
FIREMEEFE : FETT
Property, plant and equipment M HBERRE 15,497
Inventories LA 4,936
Trade and other receivables B 5 I H i & IR 14,744
Current tax assets BVEARG IR & B 242
Bank and cash balances RITRIE &R 3,772
Deferred tax asset EEFIEE E 538
Trade and other payables B 5 REMEKIA (10,193)
Bank borrowings RITIEE (3,126)
Financial liabilities at fair value through profit or loss X AFEFABRZEZERHEE (114)
Total net identifiable assets Al # P& EFEERE 26,296
Gain on a bargain purchase HEWERE (9,546)
16,750
Satisfied by: A5 R Z A
Cash BHe 10,000
Contingent consideration payable FERT SR ARAE 6,750
16,750
Net cash outflow arising on acquisition: WEEEMIRE L FEE
Cash consideration paid BEfIBEESNRE (10,000)
Cash and cash equivalents acquired g€ R EREEE 3,772
(6,228)

The Group has recognised a gain on a bargain purchase of
approximately HK$9,546,000 which is mainly attributable
to the immediate cash realisation opportunity offered to

the vendor.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE

AEECHRABZEBERED
9,546,000/t * JIEZRARET
B CEESEREME -

— %

—T-hEFRH

Annual Report 2015



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (
PR E

For the year ended 31 December 2015 HZE =T —AF+ = A

an

40. NOTES TO CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

(b)

(c)

Annual Report 2015 =%

Acquisition of business (Continued)

The receivables acquired (which principally comprised
trade receivables) in this transaction with a fair value
of approximately HK$14,744,000 had gross contractual
amounts of approximately HK$14,744,000. The best
estimate at acquisition date of the contractual cash flows
not expected to be collected is nil.

At the date of acquisition, the fair value of the contingent
consideration of approximately HK$6,750,000 was the
sum of the additional cash consideration of HK$988,000,
and the estimated fair value of the additional shares to
be issued by Katchon. The fair value of shares of Katchon
was estimated applying the income approach. The fair
value estimates are based on an assumed discount rate of
21.33%.

For the year ended 31 December 2015, the consolidated
total comprehensive income of Goodly has met the
target requirement as stipulated in the share purchase
agreement. As a result, the former shareholder of Goodly
is entitled to the maximum amount of cash consideration
and share consideration. The Group’s final shareholding
in Goodly will be reduced to 70% after the issue of
Katchon's shares to the former shareholder of Goodly.
Therefore, the contingent consideration payable as at 31
December 2015 was adjusted accordingly.

Acquisition-related costs amounting to approximately
HK$450,000 have been excluded from the consideration
transferred and have been recognised as expenses in the
year, within the “other operating expenses and income”
line item in the consolidated statement of profit or loss.

Goodly and its subsidiary contributed approximately
HK$25,675,000 and HK$3,495,000 to the Group’s
revenue and profit for the year ended 31 December 2015
respectively for the period between the date of acquisition
and the end of the reporting period.

If the acquisition had been completed on 1 January 2015,
total Group revenue for the year ended 31 December
2015 would have been approximately HK$1,559,151,000,
and loss for the year ended 31 December 2015 would
have been approximately HK$74,682,000. The proforma
information is for illustrative purposes only and is not
necessarily an indication of the revenue and results of
operations of the Group that actually would have been
achieved had the acquisition been completed on 1 January
2015, nor is intended to be a projection of future results.

Major non-cash transaction

Included in the additions of property, plant and equipment
was an amount of approximately HK$3,538,000 (2014:
HK$11,159,000) which was transferred from deposits paid
for acquisition of property, plant and equipment.

—REER

NUED)
(%)
=+-8

40. FEBRTRERME ()

(b)

(c)

W iE 5 (8])
REREXRZHWE 2 B FKIE
(EEZRIFEESHEWE) AFE
%) 514,744,0008 T ° EA K4
% FH) A14,744,00058 7T ° FEET
TaE 2 & MR RERKE
BHNREGTEEARAT -

RUEHE - AR EA6,750,000
BILHA 1157%%5’9\\5%51%{%
988,000/ JT Ei 52 B #2717 RE D

B1A 2 3 AT ENEMN - 52
B B A FET AR R B E o

ARFEGBFIERBRE
21.33%:t& -

fh3R X

R-_E—RHE+-_A=+— E
¢$F Bz iRE 2mE S
HFa KM EE ZEEM#
lﬁt B ZRIRRAZHERS
REEBROREZESSE - R
BTEE 2RO TEWMZABRE
% AEERKRESH 2 BiER
SEEI0% A R-FT—H
FE+-F=+—HzEMEIAR
BINAAFEH o

U B 48 8 X 7K £9450,0007%8 7T E
{ﬁé%“ﬁﬁ’;cpmh TERFER
Rt EaRNHMEEmX
RWAIETERARS -

HMEER-_ZE—RF—A—B&K

B Zli’ilb‘%t —E—F
FE+-A=+—HILFEHRK
AH49451,559,151,00058 7T ©
Bz—_Z2—HRF+-_A=+—H
IEFE W EIBE 4 A74,682,000
BT BEBRERGARS
RUABWER _T—HE—H—
HERBAEBERMERAR

REZBNIRER - TABHEREK
HEMIER -
TEFRERS

FFARBEYE BBEREZEY
/43,538,000 7L (ZF — 04 ¢

11,159,000/ 7t) * Jh @B BT B8
Bi% MERRE0ES RS
]\o
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168 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e PR

For the year ended 31 December 2015 &= —

(%)

T-AF+=A=t-H

41. 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 2015, the Group had total future minimum
lease receivables under non-cancellable operating leases with its
tenants falling due as follows:

41.

REENRE
AREEREBEA
AEEREEROZHHBEYE A
HR1EF - HORE—RURTHHER
EE S BB 3 -

R-ZF-—AF+T-_A=+—RH A&H
RBTAI B EROMRN T 5 HRE 2
HIREUCR R & EHER@BNT

2015 2014

—E-REF —T—F

HK$’000 HK$*000

FHT FHT

Within one year —FR 49 =
The Group as lessee AEBERABAA

At 31 December 2015, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

R-ZF-—AF+-_A=1+—H ' &A5H
BB AT & 2 TH A B JE Y R R AR
HERBRMT :

2015 2014

—E-AHEF — g

HK$000 HK$’000

FHET FET

Within one year —FR 6,439 5,811
In the second to fifth year, inclusive =~ SF -_FEZFHF(BHEEEMSE) 7,441 11,397
After five years HF1& 39,310 41,460
53,190 58,668

Operating lease payments represent rentals payable by the Group
for certain of its staff quarters, factory and office premises,
office equipment, warehouses and factory premises. Leases for
staff quarters, factory and office premises, office equipment and
warehouses except one are negotiated, and rentals are fixed, for
an average term of 1 to 5 years. Lease for factory premises are
fixed with a term of 34 years.

Lease arrangement of one warehouse (2014: one) has been
subject to contingent rent by reference to monthly usage
throughout the lease period.

Ka Shui International Holdings Limited ZEHEIRZERERALQTE
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e M RARMEE ()

For the year ended 31 December 2015 HEZE—-ZT—HF+—-A=+—H

41. OPERATING LEASE COMMITMENTS 41. RERNEAE (E)
(Continued)
The Group as lessee (Continued) AEBERAEEA (B)
The lease payments recognised as an expenses are as follows: HEREBERRIL - TR :
2015 2014
—E—RE —ZE—OF
HK$'000 HK$'000
FAET FETT
Minimum lease payments XEBEHRIE 11,175 8,067
Contingent rent SAEE 37 10
11,212 8,077
42. CAPITAL COMMITMENTS 42, EXREKIE
The Group's capital commitments in respect of purchase and RBEHR=EE  AEEFEEE R
construction of property, plant and equipment at the end of the BiEWE BERREOERNEEFRE
reporting period are as follows: mr
2015 2014
—E-EF —Z—mF
HK$'000 HK$’000
FET FrETT
Acquisition of property, plant B - SR RE
and equipment 28,718 40,171
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170 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2015 & - —RAF+=-A=+—H

43. RELATED PARTY TRANSACTIONS 43. BEALTRS
(a) In addition to those related party translations and (a) BR A SR & B 75 R 3% M BB AT IR
balances disclosed elsewhere in the consolidated financial ENEEALR S RESI  F
statements, the Group had the following transactions with NAEELEEEATETUT
its related parties during the year: R5

2015 2014
—E-HF —ZT—OF

HK$’000 HK$’000
FRET TrET

Purchase of machinery and M) B8 N ) FR A M 5%
machinery parts from and BRAREEKRE -
maintenance cost to a 28 T E0 1 R AEIE R AR
related company, Chit Shun (H1a£0))

Machinery Limited

(note (i) 7,594 13,714
Sales of plasma lighting M) B8 38 A A S AL A B8

products to a related BRARIHEESH T

company, Chit Shun MRBAE @ (H752())

Machinery Limited

(note (i) - 146
Amount due to a related JE A~ B R R AR

company, Chit Shun ERAREEE

Machinery Limited (H7EE(1))

(note (i) 1,895 899
Deposit paid to a related M) B & N ] R AR AR AR A

company, Chit Shun ERAFEZ RS

Machinery Limited (H71EE())

(note (i) 87 1,727
Notes: Hiat -
(i) Mr. Lee has joint control in the related company. 0) FHEAHEEEATELER

P o
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For the year ended 31 December 2015 B &=

RELATED PARTY TRANSACTIONS (Continued)

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

(0) During the year, compensation paid by the Group to the
key management personnel, which were the directors
of the Company, was disclosed in note 16 to the

consolidated financial statements.

(d) The amount due to a director as at 31 December 2014
is disclosed in note 32 to the consolidated financial
statements.

EVENTS AFTER THE REPORTING PERIOD

As set out in note 29 to the consolidated financial statements,
on 5 February 2016, the Group entered into a share purchase
agreement, according to which 1,912,069 shares were allotted
to the third party and a non-controlling shareholder of Topanga
Asia, representing 51.1% of Topanga Asia immediately after the
share allotment.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
to the current year’'s presentation. The changes include the
grouping of loss on disposal of property, plant and equipment,
property, plant and equipment written off and loss on financial
assets/liabilities at fair value through profit or loss under
operating expenses and income”

“other
line item.

APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 30 March 2016.

—REER

43.

44,

45.

46.

)
B M AR MR (5)

F-AF+-A=+-8

§ﬁ§}¢t3§5§ﬁg)

(b) REHEGEEATIRBES
E*ET&EE’H%?KKLTT AEEE
ERA HEBERSHIRE—
BMEERRRASEREELB
Er#ETT

(0 ERN AEBENETEEEASR
(BARRESR)ME NG A
EREM 164855 ©

(d) RZZE—NF+-_RA=+—HFE
NEZREEREE M BEHREN
FE32HWE -

MEHEREE

BANETR A B SRR W AE290TH, - =

—RNE-_ARA - ZKE.J_L*T\E%HX

W BEhAFE=ArY==ZN—R3F
72 A% A% B EC 351,912, 0690 A% 1+ 165 A 17
BL2 12 D3 B951.1 % A% HE -

BB F

ETHERBFEENDE  UNEAXEF
BE2375X - ERAZHEBEHENE
BERRBER ME HERRE
W%ﬁ&fﬁmi‘“%ﬁfﬁi‘iﬁﬂwwIETZ?R
NFEFABRSNESREE BBEZE

18 o

HERSMB®RR
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172 FIVE-YEAR FINANCIAL SUMMARY
L FHHBRE

Year ended 31 December

BEt-A=+t—-HLEE

2011 2012 2013 2014 2015
—F——%F 2= N ZZZT—-IF
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
FEr FEr FE&r FET FHET
RESULTS E4
Revenue I @N 1,191,698 1,568,958 1,806,585 1,582,333 1,539,344
(Loss)/Profit before tax BRAAT (BR) T 82,300 157,230 90,651 86,059 (71,756)
Income tax expense FTeBiAxX (19,480) (31,336) (34,539) (26,707) (5,410)
(Loss)/Profit for the year FR(EE) w A 62,820 125,894 56,112 59,352 (77,166)
Attributable to ATALTREIGH#ER
— Owners of the Company —AREERFEA 62,820 125,894 60,542 77,246 (63,489)
- Non-controlling interests — PR RE RS = = (4,430) (17,894) (13,677)

62,820 125,894 56,112 59,352 (77.166)

As at 31 December
R+=—A=+—8
2011 2012 2013 2014 2015

—E——-fF —ZE—=% —ET—WOFE Z—ZEB-EHE
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FET FET

ASSETS AND LIABILITIES EERERE

Total assets wEE 1,229,670 1,596,677 1,700,608 1,829,980 1,791,602
Total liabilities BEE (505,214) (780,903) (847,045) (980,437)  (1,060,102)
Net assets FEE 724,456 815,774 853,563 849,543 731,500

Ka Shui International Holdings Limited ZEHEIRZERERALQTE Annual Report 2015 —Z—HFF K
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