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Condensed Consolidated Statement of Profit or Loss

BHREERD %

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

The Board of Directors (the “Board”) of Ka Shui
International Holdings Limited (the “Company”) is pleased
to announce the unaudited condensed consolidated
financial results of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2017, together
with the comparative figures for the corresponding period

EhEBEERERAR(ARADE=EE(EF
EDMAEMARR REMBEAR (RNEEDE
E-FTEtFANAZTRLEREAZ REEXES
REAMBES  BR T RNFIULEHEF -

in 2016.
For the six months ended
30 June
HEXA=+HLA<EA
2017 2016
—E—-tF —E-RF
Note HK$’000 HK$'000
b i FETT FiET
(unaudited) (unaudited)
(REEZ) (R EZ)
Revenue L' PN 3 813,087 753,082
Cost of sales FisR=—JD'9iN (620,868) (616,732)
Gross profit EH 192,219 136,350
Other income HAth LA 4 10,762 8,514
Selling and distribution expenses HERDHERAX (13,907) (13,179)
General and administrative expenses ~ —f& BT B XX (142,328) (122,788)
Other operating expenses and income H b & &R KU A (522) 15,551
Profit from operations wEHN 46,224 24,448
Finance costs Bl & K AR 5 (9,144) (8,284)
Gain on deemed disposal of RAEHEM B AR
subsidiaries I &% - 4,635
Share of loss of associates BomE N NRIBX (587) (1,580)
Profit before tax B B¢ A1 A 36,493 19,219
Income tax expense FrieHiMAx 6 (14,076) (16,973)
Profit for the period B itk F 7 22,417 2,246
Attributable to: FE1h:
Owners of the Company KA EmFEA 21,229 2,473
Non-controlling interests IE 15 I = 1,188 (227)
22,417 2,246
Earnings per share SERAEA 9
— Basic (HK cents) — EARCEM) 2.38 0.28
— Diluted (HK cents) — BECEM) 2.38 0.20
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BlRtrEEaD 2 RAME BN a2

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

For the six months ended

30 June
gE~A=+BLA~EARA
2017 2016
—E—tF —E—REF
HK$’000 HK$'000
FEIT FHET
(unaudited) (unaudited)
(REER) (REEEZ)
Profit for the period A Py itk F 22,417 2,246
Other comprehensive income: Hih2mEUas:
Item that will be reclassified to profit or loss: — FHEEFH /P EE /52 2IEH -
Exchange differences on translating foreign BREGIEBEELEZ
operations P ZE5 9,666 (19,150)
Exchange differences reclassified to profit or  #R{EHE M B AR EH
loss on deemed disposal of subsidiaries DEEERCERESE - (37)
Other comprehensive income for the Hrakr#HEEte2Eks
period, net of tax 9,666 (19,187)
Total comprehensive income for the period % & W 25 48 38 32,083 (16,941)
Attributable to: FE 15 :
Owners of the Company RARIERFEA 31,620 (16,727)
Non-controlling interests FEIE R R 463 (214)
32,083 (16,941)

6 Ka Shui International Holdings Limited 3= & Bl B 32 IR A BR A &



Condensed Consolidated Statement of Financial Position

Bt E Bk iz

As at 30 June 2017 R=ZZE—+FA=1H

As at As at
30 June 31 December
2017 2016

R=B—t& N-F-AF
AA=+E +-A=t-8

Note HK$’000 HK$'000
k3 F#EIT FiET
(unaudited) (audited)
(REEZ) (#Ez)
Non-current assets ERBEE
Property, plant and equipment W - R RE 10 806,965 834,389
Intangible assets mEEE 718 718
Investments in associates REBERRZKE 1,090 1,678
Deposits paid for acquisition of ~ FEfTEEWE - e
property, plant and XL
equipment 9,060 6,635
Deferred tax assets BEEHIBE E 335 373
818,168 843,793
Current assets REBEE
Inventories FE 277,187 196,162
Trade receivables B SN KRIA 11 404,392 457,414
Prepayments, deposits and TENFIE - Ze LHEM
other receivables & R I8 81,004 66,069
Due from associates FE U B & N B 2 FRIA 3,659 2,346
Current tax assets BNEAfR IE & &= - 2,391
Restricted bank balances BRREIRITER 1,580 1,564
Bank and cash balances SR1T IR & & 255,440 296,008
1,023,262 1,021,954
Current liabilities mEBERE
Trade payables B 5 RN ROE 12 315,562 313,088
Deposits received B Wiz & 83,765 41,519
Other payables and accruals Efb A RIER
EETEA 86,084 87,364
Due to a related company JEEEE AR %\ 18 17(c) 811 2,020
Due to associates FE B & A B SRR 618 636
Bank borrowings SRITIER 13 372,056 458,708
Current tax liabilities BT EAR 27,519 27,537
886,415 930,872
Net current assets RENEEEHE 136,847 91,082
Total assets less current BEHERRDER
liabilities 955,015 934,875
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Condensed Consolidated Statement of Financial Position (Continued)

Bt E Bk 7 (&

As at 30 June 2017 R=F—t$A=+H

As at As at
30 June 31 December
2017 2016
R=ZFT—tF RZE—RF
~A=+B +=-A=+—8H
Note HK$’000 HK$'000
ks F & T FHET
(unaudited) (audited)
(REEZ) (J&E=%)
Non-current liabilities EREEE
Bank borrowings RITIE R 13 119,403 107,244
Deferred tax liabilities ELEHIEAG 40,621 56,124
160,024 163,368
NET ASSETS EEFE 794,991 771,507
Capital and reserves EXEHE
Share capital & 7 14 89,376 89,376
Reserves (ke 696,485 673,803
Equity attributable to owners of ~ ARAFEREE A EIL
the Company = 785,861 763,179
Non-controlling interests FEIE IR 7 5 9,130 8,328
TOTAL EQUITY EREHE 794,991 771,507

8 Ka Shui International Holdings Limited 3 & Bl B 32 IR A BR A &



Condensed Consolidated Statement of Changes in Equity

BlELREED %

For the six months ended 30 June 2017 Z =T —+t &A=+ HIEKEA

(Unaudited)
(REEH)
Attributable to owners of the Company
FATRBRAAEEER
Foreign
currency  Share Non-
Share  Share Retained Capital Merger translation  option Statutory Revaluation controlling Total
capital premium earnings reserve reserve reserve reserve reserve reserve Total  interest  equity
;3] ®E &%  &ff Ei RK#E  EE Efy k2R ##

ks #R R BE  &E BE RE GE RE 48 B 48
HKS'000 HK$'000 HK$'000 HKS$'000 HKS'000  HKS'000 HKS'000 HK$'000 — HKS'000 HKS'000 HKS'000 HKS'000
TE#% Féx FEx TErT TFEx FEr FEx FEL  FEx TEL  TELT TEx

At I January 2017 KZZ2-+%-A—-H 89,376 204,650 311,611 8,701 (9,931) (47,496) 10 25152 181,206 763,179 8,328 771,507

Total comprehensive ~ HIR2EN & E8
income for the

period - - 21,229 - - 10,391 - - - 31,620 463 32,083
Capital contribution from 7 & 3E 2 B 25 2

non-controlling EXRA

interest - - - - - - - - - - 339 339
Final dividends paid BRRERE - - (89%) - - - - - - (8939 - (893
At 30 June 2017 RZE-+tFRA=1A 89,376 204,650 323,802 8,701 (9,931) (37,105) 10 25182 181,206 785,861 9,130 794,991
At | January 2016 RZE-RF-A-A 89,376 204,650 276,256 2,115 (9,931) 14,461 37 7,723 144,244 728,931 2,569 731,500
Total comprehensive HN2ENERE

income for the

period - - un - - (19200 - - - {16727) Q1) (16,941)
Disposal of non- ETRIFLERILE

controlling interests FRER

upon deemed

disposal - - 6559 658 - - @7 - - - 3B 23
At 30 June 2016 RZZ-~E~A=1H 89,376 204,650 272,170 8,701 (9,931) (4,739) 10 7,728 144244 712,204 - 712,204
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Condensed Consolidated Statement of Cash Flows

B ERETEZR

For the six months ended 30 June 2017 HE =T —+FX A=+H 1L X1

=]
an

For the six months ended

30 June
BESA=+HLEKXEAR
2017 2016
—F—tF ZE-RF
Note HK$’000 HK$'000
igsa FET FET
(unaudited) (unaudited)

(REER) CREEZ)

Net cash generated from/(used E&¥MHRE (i)

in) operating activities HeRE 51,772 (974)
Decrease in pledged bank EEMRITERRE L
deposits = 194

Purchase of property, plant and BEE¥%E HERBRER
equipment and deposits paid for FETEEYE - #ER
acquisition of property, plant and  REH 2k $

equipment (12,367) (18,167)
Proceeds from disposal of HEMZE  HaERE

property, plant and equipment 233 133
Deemed disposal of subsidiaries 8 1 H & i BB A &) 15 - (1,630)
Other investing activities Ham & EE 184 285
Net cash used in investing BESTBRRERSFEHE

activities (11,950) (19,185)
Net bank loans (repaid)/raised (fB38) /#iLiRITER

R (74,493) 24,437

Dividends paid BB (8,938) -
Capital contribution from non- REEERE 2 EARE A

controlling interest 339 —

Net cash (used in)/generated REIZEFH (i) B

from financing activities HeRE (83,092) 24,437
Net (decrease)/increase in cash IR& RZRFHELIEH

and cash equivalents (BD) /i (43,270) 4,278
Cash and cash equivalents at REVRNE e RERES

beginning of period BIgE| 296,008 260,529
Cash and cash equivalents REI S ERFIEHES

included in assets held for sale EEZHEeRERRS

at beginning of period HH = 2,601
Effect of foreign exchange rate EREE) R

change 2,702 (2,538)
Cash and cash equivalents at RERKWRLRZRAEL

end of period HH 255,440 264,870
Analysis of cash and cash RerERBREBEEHSH

equivalents
Bank and cash balances WITRIR S 255,440 264,870
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Notes to the Condensed Consolidated Financial Statements

CORPORATE INFORMATION

The Group is principally engaged in the manufacture
and sale of zinc, magnesium and aluminium alloy die
casting and plastic injection products and
components which are mainly sold to customers
engaging in the household products, 3C
(communication, computer and consumer
electronics) products, automotive parts and precision
components.

The Company was incorporated in the Cayman
Islands as an exempted company with limited liability
under the Companies Law of the Cayman Islands on
7 January 2005.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

These condensed consolidated financial statements
have been prepared in accordance with Hong Kong
Accounting Standard 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) and the
applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

These condensed consolidated financial statements
should be read in conjunction with the 2016 annual
consolidated financial statements. The accounting
policies and methods of computation used in the
preparation of these condensed consolidated
financial statements are consistent with those used
in the Group’s annual consolidated financial
statements for the year ended 31 December 2016.

B %7 6 A1 7 3 2 B 5

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

1. RAER
ARBEEHFLERBES HRIEA
SBE BEIBESRTHE  LBE
FHEREMS  3C (AN BHRAEE
EETER ASTHHRBEBENE
P oo

ARBREFAEFRESRAENR_FTTLF
—AtRERESHEEMKRLAZH2E
RAA] -

2. WHEBERETEETHE

HEBRGEAMBRRDIIZRE LS
~rg(GstMAg)EHNEBSTER
FMRFHABBREI NBERERXSHM
BRARESZ EMARAEBRESRER
#® -

HEEHREEVBRRBAR T —NF
REMBHRER—HEE - RELSHRE
EMBREMERNESFRREFES
EORGHBE_T-RNFT-_A=1T—
BIEFEHEEMBHRERFGER -
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R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

In the current period, the Group has adopted all the
new and revised Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the HKICPA that
are relevant to its operations and effective for its
accounting year beginning on 1 January 2017.
HKFRSs comprise Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards, and
Interpretations. The adoption of these new and
revised HKFRSs did not result in substantial
changes to the Group’s accounting policies,
presentation of the Group’s consolidated financial
statements and amounts reported for the current
period and prior years.

A number of new standards and amendments to
standards are effective for annual periods beginning
after 1 January 2017 and earlier application is
permitted. The Group has not early adopted any
new or amended standards that has been issued
but is not yet effective. The Group will adopt the new
standards and amendments to standards on the
respective effective dates.

The Group has the following updates to the
information provided in the last annual consolidated
financial statements about the possible impacts of
the new standards issued but not yet effective which
may have a significant impact on the Group’s
consolidated financial statements.

(@) HKFRS 9 Financial Instruments

HKFRS 9, effective on or after 1 January
2018, replaces HKAS 39 Financial Instruments:
Recognition and Measurement and introduces
a new approach to the classification of
financial assets which is based on cash flow
characteristics and the business model in
which the asset is held.

12 Ka Shui International Holdings Limited 5 & Bl B2 1= R AR A 7

Notes to the Condensed Consolidated Financial Statements (Continued)
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Notes to the Condensed Consolidated Financial Statements (Continued)

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(a)

HKFRS 9 Financial Instruments
(Continued)

The Group does not expect the new standard
to have a significant impact on the
classification of its financial assets as the
Group does not have any debt instruments
which are currently classified as held-to-
maturity or available-for-sale financial assets,
and the only equity investment is fully
impaired. There will be no impact on the
Group’s accounting for financial liabilities, as
the requirements for the classification and
measurement of financial liabilities are carried
forward largely unchanged from HKAS 39.

The new impairment model requires the
recognition of impairment provisions based on
expected credit losses rather than only
incurred credit losses as is the case under
HKAS 39. It applies to financial assets
classified at amortised cost, debt instruments
measured at fair value through other
comprehensive income, contract assets under
HKFRS 15 Revenue from Contracts with
Customers, lease receivables, loan
commitments and certain financial guarantee
contracts. The Group is still in the process of
making an assessment of what the impact of
this standard is expected to be in the period
of initial application. It may result in an earlier
recognition of impairment losses for trade
receivables and other financial assets
measured at amortised costs.

The new standard also introduces expanded
disclosure requirements and changes in
presentation. These are expected to change
the nature and extent of the Group’s disclosures
about its financial instruments particularly in
the year of the adoption of the new standard.

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA
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Notes to the Condensed Consolidated Financial Statements (Continued)

R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

2.  BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

(c)

HKFRS 15 Revenue from Contracts
with Customers

HKFRS 15, effective on or after 1 January
2018, replaces all existing revenue standards
and interpretations. The new standard

introduces a b5-step model to recognise
revenue.
Based on the preliminary result of

assessment, the Group’s revenue recognition
policy largely follows HKFRS 15. Therefore, the
Group does not expect a material impact on
the adoption of new HKFRS 15.

HKFRS 16 Leases

HKFRS 16, effective on or after 1 January
2019, replaces HKAS 17 Leases and related
interpretations. HKFRS 16 removes the
distinction between operating leases and
finance leases. Lessees will recognise right-of-
use assets and lease liabilities for all leases
(with optional exemptions for short-term leases
and leases of low value assets).

The standard will affect mainly the accounting
of the Group’s leases of warehouses, office
equipment and factories, which is currently
classified as operating lease. The Group will
perform a more detailed assessment in order
to determine the new assets and liabilities
arising from its operating lease commitments
after taking into account the transition reliefs
available in HKFRS 16 and the effects of
discounting.

14 Ka Shui International Holdings Limited 5 & Bl B2 1= R AR 7
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Notes to the Condensed Consolidated Financial Statements (Continued)

REVENUE AND SEGMENT INFORMATION

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

For management purposes, the Group’s operation is
currently categorised into five (2016: five) operating
divisions — zinc, magnesium, aluminium 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, finance costs, gain or loss from derivative
instruments, income tax expense, gain on deemed
disposal of subsidiaries, share of loss of associates,
corporate income and corporate expenses.

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA
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Notes to the Condensed Consolidated Financial Statements (Continued)

R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

3. REVENUE AND SEGMENT INFORMATION 3. WAKRDIER(E)
(CONTINUED)

An analysis of the Group’s revenue and results for REBEHNZERD D EHRA KR ZE
the period by reportable segments is as follows: BEAMMT

Magnesium  Aluminium

Zinc alloy alloy die alloy die Plastic Lighting
die casting casting casting injection products Consolidated
BE2RE S62EE He2ES BRTE REAER ay
HK$°000 HK$’000 HK$000 HK$°000 HK$’000 HK$’000
FET FET FET FET FET FET

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

(REER) (REERKR) KEER) KEER) (KREER) (REER

For the six months ended HEZ=-F—+t%#F
30 June 2017 ~A=THILEARER

Revenue from external REMREFHKA

customers 95,212 296,730 91,223 317,889 12,033 813,087
Segment profit FERiEF 4,055 25,650 5,446 29,341 824 65,316
Magnesium Aluminium
Zinc alloy die alloy die alloy die Plastic Lighting
casting casting casting injection products  Consolidated
HEEEE BASESE BAtES BRTE BREAE M e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

(REgER) (REER) REER) (REER) REER) (REER)

For the six months ended ~HZE=-ZT— X4

30 June 2016 ANA=THIEAREAR
Revenue from external TEINREF A

customers 118,343 326,581 104,557 191,826 11,775 753,082
Segment profit/(loss) SEEF(E18) 1,400 11,962 4,800 11,541 (2,234) 27,469
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Notes to the Condensed Consolidated Financial Statements (Continued)

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

3. REVENUE AND SEGMENT INFORMATION 3. WAKDIER (]
(CONTINUED)

Reconciliation of reportable segment profit: ERDEWBEHZEHER:

i)

\

i)

For the six months ended

30 June
BESA=+HLEKXEAR
2017 2016
—T—-t#E —E-RF
HK$’000 HK$'000
FETT T T
(unaudited) (unaudited)

(REER) CREER)

Total profit of reportable segments 2R H 8 EF 65,316 27,469
Unallocated amounts: ToEEE:
Interest income FE WA 184 285
Gain on financial liabilities at fair value & A F{E T A B 5 R
through profit or loss cHEFk=E - 15,888
Gain on deemed disposal of BRIEREWB AR W=
subsidiaries = 4,635
Share of loss of associates AN EA/NEIE S S (587) (1,580)
Finance costs Bl & K AR (9,144) (8,284)
Corporate income e 80 26
Corporate expenses P EMY (19,356) (19,220)
Income tax expense FrieBiAx (14,076) (16,973)
Consolidated profit for the period HAER & 5 F 22,417 2,246
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Notes to the Condensed Consolidated Financial Statements (Continued)

R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

4. OTHER INCOME 4. HMw A
For the six months ended
30 June
BERA=+HL<EA
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
F & T FHEIT
(unaudited) (unaudited)
(REE) (REgEEZ)
Interest income F B A 184 285
Reimbursement from customers BPERR 6,761 5,151
Others EAb 3,817 3,078
10,762 8,514
5. FINANCE COSTS 5. BhE RN

For the six months ended

30 June

BEA=+HL<MEA
2017 2016
—E—tHF —E—RF
HK$’000 HK$’000
FET FEIT
(unaudited) (unaudited)
(RETF#) (REEZ)
Interest expenses on bank borrowings R 17 {& % 8 5 &2 9,144 8,728
Amount capitalised B e R - (444)
9,144 8,284
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Notes to the Condensed Consolidated Financial Statements (Continued)

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

6. INCOME TAX EXPENSE 6. FISFHMEX
For the six months ended
30 June

BEANA=T+HLA<EAR
2017 2016
—F—tE T —RF
HK$’000 HK$'000
FET FET
(unaudited) (unaudited)

(REER) (REEZ)

Current tax — Hong Kong Profits Tax ~ B1HAF{ 1 — HEF B/

Provision for the period N HA R 5,324 9,215
Current tax — PRC enterprise income BNEAT{E — B2

tax Frig®t
Provision for the period 7R HR RS B 8,752 7,758

14,076 16,973

Hong Kong Profits Tax has been provided at a rate HE_Z—+tFA=THLERNEANS
of 16.5% for the six months ended 30 June 2017 PRI 15 B AR 15 6 B B /O 14 BT E SR B s
(for the six months ended 30 June 2016: 16.5%) on B E16.5% (BEZT—~FNA=1H
the estimated assessable profits for the relevant LIERME A - 16.5%) fE L B e o B2 &Y
period. Tax charge on profits assessable elsewhere FERBRF B IR A EE L LT
has been calculated at the rates of tax prevailing in HIEBED - ZEREMAE IRITH X
the countries in which the Group operates based on FE

existing legislation, interpretation and practices in
respect thereof.

Interim Report 2017 m % 19



R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

PROFIT FOR THE PERIOD

G

The Group’s profit for the period is arrived at after

charging/(crediting):

Notes to the Condensed Consolidated Financial Statements (Continued)

HA & A
AEEHRENEMR,GEA)

For the six months ended

30 June
SEZ/A=1+HL<ER

2017 2016

—F—tH —E-RF

HK$’000 HK$'000

FETT FET

(unaudited) (unaudited)

(REEZ) (R EZ)
Depreciation of property, plant and ME - BERIETE

equipment 44,411 45,850
(Gain)/Loss on disposal of property, HEME  HWRREHE

plant and equipment (W 25),/ 518 (135) 76
Property, plant and equipment written — ¥)2 « #% 28 % 3% 4 H 8

off 824 5

Interest income B A (184) (289)
Gain on financial liabilities at fair value &R A FEFAEBREERN

through profit or loss SRasks - (15,888)
(Reversal of allowance)/Allowance for  (BEGFEEEE), F&

inventories B (114) 138
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Notes to the Condensed Consolidated Financial Statements (Continued)

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

8. DIVIDENDS 8. WRE
For the six months ended
30 June
HEZEAA=1+HL-<EA
2017 2016
—F—tE T —RF
HK$’000 HK$'000
FETT FET
(unaudited) (unaudited)
(REEZ) (REgEZ)
Dividends paid during the period RBEAEREKE
Final dividend for the year ended 31 HEz—ZT—X~"F+=A
December 2016: HK1.0 cent per —t+t—BItFE
ordinary share (2015: Nil) REMR S
BB AR1.081L
(ZZE—R%F &) 8,938 —
The board of directors does not recommend the EFEETEBRNELE=T—+LF A=
payment of an interim dividend in respect of the six THERZE—RFNA=THIESEA
months ended 30 June 2017 and 2016. ZHHRE -
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Notes to the Condensed Consolidated Financial Statements (Continued)

BHiEE

For the six months ended 30 June 2017 # & =

G715 8 2 i it (78

Tt FRXAZTHILEAREA

9. EARNINGS PER SHARE 9.
The calculation of basic and diluted earnings per =3l

share is based on the following:

j

J'L

it & A

EARREE

BFIE I E

For the six months ended

30 June
BEA~A=+HILS<EA
2017 2016
—F—-tE ZE-RF
HK$’000 HK$'000
F # T FET
(unaudited) (unaudited)
(REEZ) (REEEZ)
Earnings 2%
Profits attributable to the owners of the ARt EFREAREF] 2
Company, used in the basic earnings AR R A A (L
per share calculation Y ) 21,229 2,473
Effect of profit attributable to the non- 1R X & FFRARE L
controlling interest assuming 300 BEAEHEELES
shares of a subsidiary, Katchon fRAE 2 &EJT8173000%
Precision Holdings Company Limited, KB AR ZSBEIZER
were issued to the seller of Goodly BRARZBRHEIE ?H“
Precision Industrial Limited, pursuant — RIS EE S F 2 2 &
to the contingent consideration
arrangement of the business
combination = (719)
Profit attributable to owners of the ARETEERBERF 2
Company, used in the diluted RARIER A AL
earnings per share calculation Y ) 21,229 1,754
Number of shares 5 & B
Weighted average number of ordinary FRFTESRERRETF 2
shares used in basic earnings per hn#E 15 i AR IR 8
share calculation 893,761,400 893,761,400
Effect of dilutive potential ordinary BRESHELEEL B
shares arising from share options ez & 28,122 32,122
Weighted average number of ordinary FARESFHR#EEF 2
shares used in diluted earnings per D0 RE 15 X 3 P A%
share calculation 893,789,522 893,793,522
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10.

Notes to the Condensed Consolidated Financial Statements (Continued)

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2017, the
Group had disposed of certain property, plant and
equipment with a carrying amount of approximately
HK$98,000 (unaudited) (for the year ended 31
December 2016: HK$210,000 (audited)) for proceeds
of approximately HK$233,000 (unaudited) (for the
year ended 31 December 2016: HK$255,000
(audited)), resulting in a gain on disposal of
approximately HK$135,000 (unaudited) (for the year
ended 31 December 2016: HK$45,000 (audited)).

The Group had impaired certain property, plant and
equipment with a carrying amount of HK$Nil
(unaudited) (for the year ended 31 December 2016:
HK$1,122,000 (audited)).

The Group had written off certain property, plant
and equipment with a carrying amount of
approximately HK$824,000 (unaudited) (for the year
ended 31 December 2016: HK$4,515,000 (audited)).

In addition, the Group acquired property, plant and
equipment of approximately HK$10,008,000
(unaudited) (for the year ended 31 December 2016:
HK$36,977,000 (audited)).

For the six months ended 30 June 2017 Bl Z =%

B G A1 7 # 2 b 52 (78)

—tFRA=THLEREAR

10. W% - #WEE N R1E

REBEE-ZT—+FNA=+HI/~NEAH
- ANEE &R EE 498,000 7T (K&
ER) EE_ZE—ARF+-_A=1+—Hit:
210,000/ T (A& F|1%)) B T % - #33
RH - PT1S EIE 233,000 7T (R IE &
R EBEZE—A"F+-A=+—AH1L:
255,000 L (& F 1)) EA£ H E W=
135,000 T (R B Z)(BE_ZT — R F
+ = A =4+ — 8 1t:45000% T (& &
%)) °

REERETWE  WERZEELRE
EEZEBT(REER(FHE-_ZE—RFT+
Z A=+ — B 11,122,000/ T(& &
#%)) °

N £2 [ i 8 BR 1 B 49824,0007%8 T (R & =&
B EEZE—R"F+ZA=+—H1E:
4,515,000/ T (A& B 1Z)) M & T ¥ 2% - #
Bl

MO REEBAYME - K RRED
10,008,000/ T (R FEZ)(BEE=—F — X
F+=A=+—H1t:236977,000/& 7T (&
E1z) -
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Notes to the Condensed Consolidated Financial Statements (Continued)

R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

11. TRADE RECEIVABLES 1. BZEWFIE
The Group normally allows credit terms to REB—RETEFPBLBRZEZ AT
customers ranging from 30 to 120 days (31 0AE120B (ZE—R"F+A=+—81:
December 2016: 30 to 120 days) after end of the B0ORZE120H)MEEH - BHEKFIER
month in which the invoices have been issued. The ZE—+tFRA=THREZAPENR
ageing analysis of trade receivables as at 30 June FHE)ERE ST
2017, based on the invoice date, and net of
allowance, is as follows:
As at As at
30 June 31 December
2017 2016
—E—+tF ZE-RF
~A=+H +T=-A=+—H
HK$’000 HK$'000
FETT FET
(unaudited) (audited)
(RESEZX) (BFEZ)
0 to 30 days ZFE30H 210,487 147,131
31 to 60 days 31H 260H 54,705 145,047
61 to 90 days 61H 290H 55,175 63,980
91 to 180 days 91H Z=180H 82,767 93,794
Over 180 days 180H A £ 1,258 7,462
404,392 457,414
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Notes to the Condensed Consolidated Financial Statements (Continued)

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

12. TRADE PAYABLES 12. BEFEMNRIE
The Group normally obtains credit terms ranging AN & B — AR FE P EU/S30H £90H (=
from 30 to 90 days (31 December 2016: 30 to 90 T-RNF+ZA=+—H:308E90H) 2
days) from its suppliers. The ageing analysis of trade FEEH BEHRNRERZZE—tF~A
payables as at 30 June 2017, based on the date of =THRWEBRBEFE) ERE ST T

receipt of goods, is as follows:

As at As at

30 June 31 December

2017 2016

—E-—tF A

~A=+H +-A=+—H

HK$’000 HK$'000

FETT FET

(unaudited) (audited)

(REER) (R EZ)

0 to 30 days ZTE30H 158,308 66,692
31 to 60 days 31H £60H 6,240 66,520
61 to 90 days 61H £90H 65,692 64,974
91 to 180 days 91H £180H 76,570 103,265
Over 180 days 180H A £ 8,752 11,637
315,562 313,088
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Notes to the Condensed Consolidated Financial Statements (Continued)

R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

13. BANK BORROWINGS

13. RITER

As at As at

30 June 31 December

2017 2016

—F—-tE T —RF

~A=+H +=ZA=+—H

HK$’000 HK$'000

FETT FET

(unaudited) (audited)

(REEZ) (EFEZ)

Repayable within one year —FRIBEREER 372,056 458,708
Repayable after one year —FRIHEEER 119,403 107,244
491,459 565,952

BE-Z—tE&EXA=1+HIEANEARE
E_T—XNF+_A=1+—HIFE &
mE REM T EER TGS -

There have been no breaches in the financial
covenants of any interest-bearing borrowings for the
period ended 30 June 2017 and year ended 31
December 2016.
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Notes to the Condensed Consolidated Financial Statements (Continued)

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

14. SHARE CAPITAL 14. BRZ<
As at As at
30 June 31 December
2017 2016
—F—tE T —RF
~A=+H +=-A=+—H
HK$’000 HK$'000
FETT FHET
(unaudited) (audited)
(REEZ) (EFEZ)
Authorised: ETE
5,000,000,000 ordinary shares of 5,000,000,000% % 18
HK$0.1 each 0BT ZERMK 500,000 500,000
Issued and fully paid: BETRARE:
893,761,400 (at 31 December 2016: 893,761,400 (R=ZF—/~
893,761,400) ordinary shares of F+=-—A=+—H:
HK$0.1 each 893,761,400) & &
BOIB L 2EBE 89,376 89,376
A summary of the movements in the issued share RAREBITRAZ P E0T

capital of the Company was as follows:

Nominal value

Number of of shares
shares issued
SEETRS
I8 E ZHE
HK$'000
FHET
At 1 January 2016, 31 December 2016, R—Z—XE—H—H -
1 January 2017 and 30 June 2017 I N e
A —Z2—+tF—HF—H
k=ZT—+FA=+H 893,761,400 89,376
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Notes to the Condensed Consolidated Financial Statements (Continued)

R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

15. DEEMED DISPOSAL OF SUBSIDIARIES 15. RELHEHME AR

On 5 February 2016, the Group entered into a share R-ZZE—A"E-_BAB A&EBITY—H
purchase agreement, according to which 1,912,069 ERpE BUhRE= Ak =mZREE
shares were allotted to the third party and a non- RAR( S5 )) M) — & FE 1 AR AR SR AC 3
controlling shareholder of Topanga Asia Limited £ 31,912,060 f& 9+ (H IR0 B 818 S
(“Topanga Asia’), representing 51.1% of Topanga 2H511%ME - BBREBERAEENS =Rz
Asia immediately after the share allotment. The WE 25 B8 538.9% + 7 (Al it Sk 25 2 A K
Group’s equity interest in Topanga Asia was diluted RIEEES = °

to 38.9% after the allotment, resulted in a loss of
control in and deemed disposal of Topanga Asia.

HK$'000
FET
(audited)
(B FE %)
Net assets at the date of deemed disposal were RIEHEZEHNE EFEWM T :
as follows:
Inventories FE 2,603
Trade receivables B 5 MW IR 551
Other receivables, prepayment and deposit paid EH B KIE - FBARIBRIZS 1,283
Amount due from a related company JiE W B8 A B SRR 589
Bank and cash balances RITRIRS &8 1,630
Trade payable B 5 IR (42)
Amount due to holding company R NEE /NI E (1,686)
Other payables and accruals HiEIREREFER (2,093)
Net assets disposed of HEFEE 2,835
Gain on deemed disposal: B & I 2
Fair value of the equity interest retained in R mmFgRkE s A FE
Topanga Asia 5,078
Net assets disposed of LEFEE (2,835)
Non-controlling interests FE1E IR 2 2,355
Release of foreign currency translation reserve  [& 3 &2 L 37
4,635
Net cash outflow arising on disposal: AREEEH 2 FHRESMD
Cash and cash equivalents disposed of TEREERERREIER 1,630
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Notes to the Condensed Consolidated Financial Statements (Continued)

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

16. CAPITAL COMMITMENTS 16. BANEIE
Details of capital commitments in respect of purchase EREEREEMHE  HERTHEHNER
and construction of property, plant and equipment AREFBOT:

were as follows:

As at As at
30 June 31 December
2017 2016

R=B—t& N-FTAF
AA=+E +-A=t-8

HK$’000 HK$'000

FETT FET

(unaudited) (audited)

(REEZX) (B EZ)

Contracted but not provided for BET4 1B KRB E 33,820 15,611

17. RELATED PARTY TRANSACTIONS 17. BEALXRS
(a)  The Group had the following transactions with (a) HAA - AEBEHEEBEALTHUTEH
its related party during the period: HRS:

For the six months ended

30 June
BESA=+HLRXEAR
2017 2016
—E—-tF —E-RF
HK$’000 HK$'000
FETT T T
(unaudited) (unaudited)

(REER) (CREER)

Purchase of machinery and M) B8 4 X ) 3R A0 M W R 4
machinery parts from and BRAFIEEMES 1
maintenance cost to a related BRI R MK A
company, Chit Shun Machinery — (#772())
Limited (note (i)) 1,344 1,050
Note: Wit
0] Mr. Lee Yuen Fat, the ultimate controlling party of 0] TRELE (KRR Z &ERES )R E
the Company, has joint control in the related BEBRRHEA LR T E -
company.
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Notes to the Condensed Consolidated Financial Statements (Continued)

R 6 A1 3 2 b 52 (78

For the six months ended 30 June 2017 H#E =T —+FXA=+HIL @A

17. RELATED PARTY TRANSACTIONS 17.

(CONTINUED)

(b) Key management personnel

compensation

BEEALR S (E)

(b) EEEEBEASHME

For the six months ended
30 June

BEAA=THLRER

2017 2016
—g—-t#F —E-RF
HK$’000 HK$'000
FETT FET
(unaudited) (unaudited)
(RESEZ) (REEEZ)
Salaries, allowances and EAXFH R EBIE
discretionary bonus 4T 3,578 4,284
Retirement benefits scheme RAKAE AT 8 50
contributions 38 42
3,616 4,326
(c) Due to a related party (c) EfFAEATIRE
As at As at
30 June 31 December
2017 2016
—F—tsF —E—REF
~A=+HB +=-A=+—H
HK$’000 HK$'000
FETT FET
(unaudited) (audited)
(REEZX) (BEZ)
Due to a related company Chit  JEA 78 & N B 48 0 B4 3%
Shun Machinery Limited HBARRARRE
(note (a)(i) (Kt it @)0)) 811 2,020
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Notes to the Condensed Consolidated Financial Statements (Continued)

B G A1 7 # 2 b 52 (78)

For the six months ended 30 June 2017 HE=Z—t 4 XA=+HIL A EA

18. CONTINGENT LIABILITIES 18. AEE
The Group did not have any significant contingent RIE—+tEXNA=TH AEBIET
liabilities at 30 June 2017 (at 31 December 2016: MEAIRBECE-—AR"FT+=A=1—
Nil). H:f)-

19. APPROVAL OF CONDENSED 19. #LEBPARESMKEREK
CONSOLIDATED FINANCIAL
STATEMENTS
The condensed consolidated financial statements REREEVBREENR_E—tF /A
were approved and authorised for issue by the “TN\BEEESHEWRENE -

Board of Directors on 28 August 2017.
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Management Discussion and Analysis

EEB57#MmK 7T

(A)

OVERVIEW

QOver the first half of 2017 (the “Period”), the global
economy was slightly recovered. The general
shipments of smartphones in the first quarter of
2017 had experienced a year-on-year (“YOY”)
increase of approximately 4.3%, totalled to 347.4
million units led by the launch of new models by the
major brands according to International Data
Corporation (“IDC”). On the other hand, the
worldwide shipment of overall personal computers
(including notebooks and ultrabooks) had a YOY
decline of approximately 2.1%, amounted to 120.6
million units in the first half of 2017. In spite of the
unstable market situation, the Group managed to
achieve reasonable growth in both revenue and
profits with stable flow of orders provided by its
diversified customer base and product portfolio.
Being one of the top suppliers to segments such as
3C, automobile, healthcare and household items, the
Group had strived to become a one-stop solution
provider for its diverse customers by offering a
broad selection of products and materials such as
magnesium alloy, aluminium alloy, zinc alloy and
plastic. Continuous improvement in both of its
functionality and quality of its products also
increased the loyalty of the Group’s customers.

During the Period, the Group recorded revenue of
HK$813,087,000 (2016 first half: HK$753,082,000),
presenting a YOY growth of approximately 8.0%.
There was also an increase of approximately 5.5% in
gross profit margin to 23.6% (2016 first half: 18.1%).
Due to increase in revenue and gross profit in the
first half of 2017, profit attributable to owners of the
Company was HK$21,229,000 (2016 first half:
HK$2,473,000), showing a substantial growth of
approximately 758.4% when compared with the
corresponding period of 2016.
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EZE—tFE¥FAHB))  2HE
OB 18 B - AR ¥ International Data
Corporation ([IDC]) KI#taT * BRXEEE
MR AR ES St FE—
TEBREFRNEER L ER4.3%ET
347,400,0004 ' BEREEAAETK(BEE
RAEMMBESELAEH NN E
EE_ZE—tFLEHFFAUTRERH21%E
120,600,000% ° FEMIHEATE - #iB
ZIEEFPHMERES NIEHBTAE]
BRE  AEEEKAMFERA @6
BMEAEIER - fEA3C - 9HE - BERRE
MEXEAYRESELHEEEZ— SEER
REEZNERMMAEENZEAS B
e HEAESWMER BAKABTEREFR
2k RA T R ER o ERIAENE
ENTEHRSOEBATEFHEMNE

NERFRI A - AN E 8115 U A813,087,000/%
T (ZZ—7REF ¥4 1 753,082,000/ 7T)
BFEF#48.0% > EFEBILIMNL5.5%F
23.6% (ZE—RNFLF¥F:181%) c @R
Tt FEFEFRAREFEN AR
A= FE AL IET A21,229,000/8 7T
(ZZ—NEL¥4F 24730008 7T) » B
T —RNFREKNIEE K L758.4% ©



Management Discussion and Analysis (Continued)

On 12 July 2017, the disposal of the entire equity
interest of MG Technology (Shenzhen) Company
Limited (“MG Technology”), the Group’s subsidiary,
was completed. MG Technology then ceased to be
a subsidiary of the Group. Through the integration of
the production lines, facilities and other resources in
Huizhou and Shenzhen in the PRC, the Group’s
operating costs could be further reduced by taking
advantage of less overall logistics activities. In
addition, the consolidation of production lines also
enabled the Group to boost its overall operational
efficiency, and to optimise the utilisation of the
facilities.

Leveraging on its innovative solution, diverse product
portfolio and customers base, the Group is
confident that steady and continual growth can be
maintained. The Group remains cautiously optimistic
towards its upcoming development and will continue
to stay competitive and excel to widen its profit
margins.

FINANCIAL REVIEW

The Group’s revenue for the six months ended 30
June 2017 recorded a 8.0% increase to
HK$813,087,000 (2016 first half: HK$753,082,000),
as compared with the corresponding period in 2016.
Benefitting from the flourishing demand for mobile
device accessories and other plastic products, the
sales revenue from plastic injection moulding
business achieved an increase of 65.7% during the
first half of the year and sales increased in this
business segment had more than compensated the
sales decreased in the zinc alloy, magnesium alloy
and aluminium alloy die casting business segments.
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Due to the growth in the Group’s overall revenue,
the gross profit for the first half of 2017 increased
by 41.0% to HK$192,219,000 (2016 first half:
HK$136,350,000). The overall gross profit margin
also raised from 18.1% in 2016 first half to 23.6%.
As a result, profit attributable to owners of the
Company increased significantly by 758.4% to
HK$21,229,000 (2016 first half: HK$2,473,000) and
the Group’s EBITDA, computed as profit before tax,
depreciation, amortisation of intangible assets and
finance costs, amounted to HK$90,048,000 (2016
first half: HK$73,353,000).

BUSINESS REVIEW

Plastic injection moulding business

Being benefitted from the satisfactory sales
performance of new mobile models launched in the
first half of 2017 and certain plastic components,
the revenue of plastic injection moulding business
had significantly increased by 65.7% to
HK$317,889,000 (2016 first half: HK$191,826,000) as
compared with the previous corresponding period.
This business segment contributed 39.1% (2016 first
half: 25.5%) to the Group’s total revenue. In view of
the launch of new smartphone model in the second
half of the year, it is expected that the demand for
smartphone accessories will continue to increase.

Magnesium alloy die casting business

Given the overall market condition for the notebook
computer industry, the revenue form magnesium
alloy die casting business decreased by 9.1% to
HK$296,730,000 (2016 first half: HK$326,581,000),
accounting for 36.5% (2016 first half: 43.4%) of the
Group’s revenue. It is expected that the demand for
light weight ultrabook or notebook computer will
continue to dominate the market in coming years. In
order to capture a larger market share in notebook
or ultrabook casing segment, the Group will
endeavor to expand its customer portfolio and
product offering in this sector. Furthermore, the
Group has been exploring different applications of
magnesium alloy such as consumer products and
automotive components.
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Management Discussion and Analysis (Continued)

Zinc alloy die casting business

During the period under review, the revenue of zinc
alloy die casting business decreased by 19.5% to
HK$95,212,000 (2016 first half: HK$118,343,000) as
compared with the same period last vyear,
accounting for 11.7% (2016 first half: 15.7%) of the
Group’s overall revenue.

Aluminium alloy die casting business

For the six months ended 30 June 2017, the
revenue of aluminium alloy die casting business
decreased by 12.8% to HK$91,223,000 (2016 first
half: HK$104,557,000), which accounted for 11.2% of
the Group’s overall revenue (2016 first half: 13.9%).

Lighting products

During the period under review, the revenue of
lighting products business increased by 2.2% to
HK$12,033,000 (2016 first half: HK$11,775,000) as
compared with the same period last year,
accounting for 1.5% (2016 first half: 1.6%) of the
Group’s overall revenue.

PROSPECTS

The recovering global economy is shadowed by
uncertainties and the Group expects the
environments in the coming year will remain
challenging yet with opportunities to be seized. The
Group is confident towards the future development
of its business segments and will endeavor to refine
its products mix in order to bring continuous
improvement and value adding services to its
customers and retain its leading market position.
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The worldwide shipping volume of lightweight
ultrabook is expected to be bolstered by the
demand and the long-awaited replacement cycle
from the commercial markets; it is forecasted that
positive growth will be resumed in 2019 and
moderate growth can be achieved in the coming
years. Being one of the leading magnesium alloy
notebook casing suppliers to the world’s renowned
PC brands, the Group strongly believes that under
the consistent launch of new models, regional
expansion strategies and sustainable developments
of customers, the amount of orders will remain
stable in the near future. More importantly, in order
to prepare and capture the growth in 2019, the
Group will continue to upgrade its technology in
order to enhance the functionality and quality of the
products and with a view to provide better solutions
to its customers. In addition, the Group will also
continue to expand its customer portfolio and
broaden the application of metals and plastics in
order to enhance the diversity of product portfolio
and create values for customers.

In the past few years, the Chinese government has
been vigorously promoting environmental protection
through launching various policies and regulations
and the manufacturing and sales of light weight
vehicle are subsequently encouraged. The light
weight and durable nature of metal alloy shows
potential to become one of the major components
for constructing light weight vehicles, therefore, the
Group has been developing the automobile supply
chain or client base and actively seeking for
collaborative opportunities. At the same time, in
order to cater various needs of customers, the
Group is also investing in technology and
application research for new materials. With all the
above-mentioned plans and executions, the Group
stays positive for the development and growth of the
magnesium alloy die casting business in the coming
year.
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Management Discussion and Analysis (Continued)

Plastic injection business, another growth driver for
the Group, is also expected to obtain sustainable
growth in the coming year. With the improving
economic condition and the new shipment from a
few leading brands of mobile devices starting from
the second quarter of 2017, the worldwide
smartphone shipment of 2017 is expected to grow
by approximately 3% to 1.52 billion units. In light of
the favourable market conditions, the Group is
confident that the demand for plastic mobile device
accessories and other value added plastic solutions
will be good and may provide the Group with steady
flow of orders. In order to cater for the versatile
demand from customers, the Group has been
dedicated to improve product design in order to
provide durable, convenient and fashionable
products that are in line with the market
expectations through new materials research,
innovation and customer solution. On the other
hand, the Group has developed the germ-repellent
polyethylene resins in collaboration with a research
organisation and was awarded the Gold Medal in
the 45th International Exhibition of Inventions, held in
March 2017 in Geneva, Switzerland. This award well
recognises the research and innovation capability of
the Group and this enables the Group to provide
innovative and practical solutions to broaden its
customer portfolio.

Besides, the Group continues to devote the
promotion of operational efficiency and core
competitiveness. To achieve these goals, the Group
has been working towards the direction of Industry
4.0 with “smarter factory” including management
intelligence and digitisation of information. The
initiative may also bring sustainable growth by
improving productivity and record tracking as it
encourages staff to develop managerial and
technical skills in manufacturing innovation and to
improve operational efficiency. To facilitate the
process, the Group has been working with a group
of German experts and Hong Kong Productivity
Council.
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Looking into the future, the Group will remain focus
on the theme of “Integrating Resources, Pursuing
Excellence” by exploring collaboration opportunities
in the market and make technological progression
across various business segments in order to
optimise its resources and therefore improve
efficiency. The Group will incessantly strengthen its
core competitiveness and retain its current market
position through product enhancement and
customer expansion for stronger order flows and
profitability. Leveraging on years of experience and
well-established relationship with its customers, the
Group is cautiously optimistic towards its
performance in the upcoming years and prepared
for the challenges under such volatile economic
environment.

LIQUIDITY AND FINANCIAL RESOURCES

The principal sources of working capital of the
Group during the period under review were cash
flows from bank borrowings. As at 30 June 2017,
the Group had restricted bank balances as well as
bank and cash balances of approximately
HK$257,020,000 (31 December 2016:
HK$297,572,000), most of which were either
denominated in US dollars, Renminbi or Hong Kong
dollars.

As at 30 June 2017, the Group had bank
borrowings of approximately HK$491,459,000 (31
December 2016: HK$565,952,000) in which
HK$372,056,000 (31 December 2016:
HK$458,708,000) was repayable within one year and
HK$119,403,000 (31 December 2016:
HK$107,244,000) was repayable more than one year.
Most of the borrowings were denominated in Hong
Kong dollars or US dollars to which the interest
rates applied were primarily subject to floating
interest rate.

As at 30 June 2017, the net gearing ratio (a ratio of
the sum of total interest-bearing borrowings less
restricted bank balances and bank and cash
balances then divided by total equity) of the Group
was approximately 29.5% (31 December 2016:
34.8%).
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Management Discussion and Analysis (Continued)

As at 30 June 2017, the net current assets of the
Group were approximately HK$136,847,000 (31
December 2016: HK$91,082,000), which consisted
of current assets of approximately
HK$1,023,262,000 (31 December 2016:
HK$1,021,954,000) and current liabilities of
approximately HK$886,415,000 (31 December 2016:
HK$930,872,000), representing a current ratio of
approximately 1.2 (31 December 2016: 1.1).

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, Renminbi and
Hong Kong dollars. The Group will closely monitor
its overall foreign exchange exposure with a view to
safeguarding the Group from exchange rate risks.

CONTINGENT LIABILITIES

As at 30 June 2017, the Group had no material
contingent liabilities.

CHARGE ON ASSETS

As at 30 June 2017, the Group’s banking facilities
were secured by the guarantees of a property
situated in Hong Kong owned by the Group.
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HUMAN RESOURCES

As at 30 June 2017, the Group had approximately
5,800 full-time employees (31 December 2016:
5,400). The Group attributes its success to the hard
work and dedication of its staff as a whole,
therefore, they are deemed to be the most valuable
assets of the Group. In order to attract and retain
high caliber staff, the Group provides competitive
salary package, including retirement scheme,
medical benefit and bonus. The Group’s
remuneration policy and structure is determined
based on market trends, the performance of
individual staff as well as the financial performance
of the Group. The Group has also adopted a share
option scheme and a 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 organises 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 CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 30 June 2017, 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 of Securities on
the Stock Exchange (the “Listing Rules”) were as follows:

Long Positions in the Shares

Other Information
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Approximate
Number of percentage of interest

Name of Director Capacity Shares in the Company
HERATER
EEns 5t B3 88 ByHEat
Executive Directors
BITES
Mr. Lee Yuen Fat (“Mr. Lee”) Interest in controlled company!" 480,000,000 53.71%
FRERETELELED 2 INCIE Eoll
Founder of a discretionary trust® 127,980,000 14.32%
TRIEFTZEINIA®
Mr. Wong Wing Chuen Beneficial owner 11,050,000 1.24%
|k L ExnlEBA
Independent Non-Executive
Directors
BAKRITESE
Mr. Andrew Look Beneficial owner 8,800,000 0.98%
B 3R % 4 ExnlEBEA
Ir Dr. Lo Wai Kwok s8s, vH, P Beneficial owner 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 30 June 2017, 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 period was the Company or
any of its subsidiaries a party to any arrangements to
enable the directors of the Company or any of their
spouses or children under the age of 18 to acquire
benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2017, the following persons, other than the
directors or chief executives of the Company, who had
interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO or, who were, directly or indirectly,
interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all
circumstances at general meetings of the Company, or
which were required, pursuant to Section 336 of the SFO,
to be entered in the register referred to therein, were as
follows:

Long Positions in the Shares

Other Information (Continued)
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Approximate
Number of percentage of interest

Name Capacity Shares in the Company
EEATH#ER

& S I8 H L EoN=F, 074

Precisefull Beneficial owner” 480,000,000 53.71%
EmBEAAD

Beautiful Crystal Beneficial owner® 77,980,000 8.73%
EmEBA®

Beautiful Colour Beneficial owner® 50,000,000 5.59%
EmEA A

UBS TC Trustee® 127,980,000 14.32%
ZFEEA®

Famous Wide Limited Person having a security interest 130,000,000 14.55%

([Famous Widel) in shares®
HROFERBFEZRZHAO

Qi Chang Jing Interest in controlled company® 130,000,000 14.55%

ol ARG AT =
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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.

3. Qi Chang Jing holds the entire issued share capital of Famous Wide.
As such, Qi Chang Jing is deemed to have a controlling interest in
Famous Wide and is therefore deemed to be interested in the
interests of Famous Wide in the Company.

Save as disclosed above, at no time during the period,
the directors and the chief executives of the Company
were aware of any other persons (other than the directors
or chief executives of the Company) who had interests or
short positions in the shares and underlying shares of the
Company which would fall to be disclosed to the
Company under 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.

SHARE OPTION SCHEME

A share option scheme (the “2007 Share Option Scheme”)
was adopted pursuant to the written resolutions passed
by the shareholders of the Company on 2 June 2007. The
2007 Share Option Scheme has been terminated upon
adoption of a new share option scheme (“New Share
Option Scheme”) by ordinary resolution of shareholders of
the Company at the annual general meeting of the
Company held on 19 May 2017. Upon termination of the
2007 Share Option Scheme, no further options of the
2007 Share Option Scheme can be offered thereunder
but the provisions of the scheme shall remain in force to
the extent necessary to give effect to the exercise of any
options granted prior to its termination and options
granted prior to such termination shall continue to be valid
and exercisable.
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The purpose of the New Share Option Scheme is to
provide incentives and rewards to selected eligible
persons for their contributions to the Group. The New
Share Option Scheme will remain valid until 18 May 2027
and each option will be granted at a consideration for
HK$10.

The participants of the New 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
New Share Option Scheme and under any other share
option scheme(s) adopted by the Company must not in
aggregate exceed 10% of the shares in issue as at the
date of approval of the New Share Option Scheme. 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 New 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 New 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.
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The total number of shares in respect of which options
may be granted under the New Share Option Scheme
shall be 89,376,140 shares, representing approximately
10.0% of the issued share capital of the Company as at
the date of this interim report.

The period within which the options must be exercised
will be specified by the Board at the time of the offer of
grant, and must expire no later than 10 years from the
date 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 New
Share Option Scheme.

The subscription price for any share under the New 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

(i) the nominal value of a share on the date of the grant.
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On 13 March 2008, the Company granted 20,102,000
share options to the Group’s employees under the 2007
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 six months ended 30 June 2017
is set out as below:

Other Information (Continued)
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RZZENF=ZA+=0 ARABRE-TT L
FRE AR 5t 8 A AN 5 B {8 B % 11120,102,00017 B8
Wi TEERBROMSET - BE_T—+
FRNA=ZTHLEANEAR  ARREREZE B
N

Number of share options

Bk ERE
Lapsed/
Exercise Granted Exercised Cancelled Outstanding
Category of Grantee/ Date of Price Exercise As at during the during the during the as at
Name grant (HK$) Period 01/01/2017 period period period 30/06/2017
R-ZT—t%
THEE R-®T—t#F R#¥R SA=+H
RBANER & RHEBH &) TEH —A—H RHRBE RERTE K% 38H 18 R AT 8
Employees 13/03/2008 0.415 13/03/2009— 40,800 - - - 40,800
(=31 12/03/2018
Employees 13/03/2008 0.415 13/03/2010— 20,600 - - - 20,600
B8 12/03/2018
Employees 13/03/2008 0.415 13/03/2011- 40,600 - - - 40,600
B8 12/03/2018
Total 102,000 - — — 102,000
B
Notes: it -
1, The vesting period of the share options is from the date of grant 1. BRESEOMAERLANETERMABADLE -
until the commencement of the exercise period.
2. The closing price of the share immediately before the date of grant 2. EEEBRERHBBAZANKTER045E T -

was HK$0.415.

There were no options granted under the New Share
Option Scheme since its adoption on 19 May 2017.

BBEREFIRN _ZT-—tFHEATNLBER
AUAZR SR R AR
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SHARE AWARD SCHEME

On 10 January 2013 (the “Adoption Date”), the Board of
the 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.

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 six months ended 30 June 2017, no Awarded
Shares was granted pursuant to the Share Award
Scheme.

INTERIM DIVIDEND

The Board does not recommend the payment of an
interim dividend for six months ended 30 June 2017.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

For the six months ended 30 June 2017, neither the
Company nor any of its subsidiaries has purchased, sold
or redeemed any of the listed securities of the Company.

CORPORATE GOVERNANCE

The Company has complied with all the code provisions
set out in the Corporate Governance Code contained in
Appendix 14 of the Listing Rules during the period under
review.
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AUDIT COMMITTEE

The Company established the Audit Committee in June
2007. The primary duties of the Audit Committee are to
review the Company’s financial reports, make
recommendations on the appointment, removal and
remuneration of independent auditor, approve audit and
audit-related services, supervise the Company’s internal
financial reporting procedures and management policies,
and review the Company’s risk management and internal
control systems as well as the internal audit function. The
Audit Committee comprises four independent non-
executive directors, namely Mr. Kong Kai Chuen, Frankie,
Professor Sun Kai Lit, Cliff 88s, A, Ir Dr. Lo Wai Kwok sBs,
MmH, yp and Mr. Andrew Look and is chaired by Mr. Kong
Kai Chuen, Frankie, a qualified accountant with extensive
experience in financial reporting and controls.

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 the independence of independent non-executive
directors; making recommendations to the Board on the
appointment of directors and succession planning for
directors. The members of the Nomination Committee are
Professor Sun Kai Lit, Cliff 88s, up, Ir Dr. Lo Wai Kwok SBs,
MH, JP, Mr. Andrew Look, Mr. Kong Kai Chuen, Frankie and
Dr. Wong Cheong Yiu. Professor Sun Kai Lit, Cliff B8s, Jp
is the Chairman of the Nomination Committee.
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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 Professor Sun Kai
Lit, Cliff B8s, up, Ir Dr. Lo Wai Kwok sB8s, MH, JP, Mr. Andrew
Look, Mr. Kong Kai Chuen, Frankie and Dr. Wong Cheong
Yiu. The Chairman of the Remuneration Committee is
Professor Sun Kai Lit, Cliff B8S, Jp, an independent non-
executive director.

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 period under review.

REVIEW OF FINANCIAL INFORMATION

The Audit Committee has reviewed the unaudited
condensed consolidated financial statements of the Group
for the six months ended 30 June 2017.
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SPECIFIC PERFORMANCE OBLIGATIONS ON
CONTROLLING SHAREHOLDER

The Group has obtained banking facilities with certain
banks with the specific performance obligation on the
controlling shareholder:

1. Mr. Lee must at all times maintain substantial
shareholding (whether directly or indirectly) in the
interest of the borrower, Ka Shui Manufactory Co.,
Limited (a wholly-owned subsidiary of the
Company).

2. Mr. Lee should maintain management control over
the Company.

3. Mr. Lee should hold more than 50% shareholding of
the Company.

UPDATES ON DIRECTORS’ INFORMATION
UNDER RULE 13.51B OF THE LISTING RULES

Mr. Andrew Look, an independent non-executive director
of the Company, was appointed as an independent non-
executive director of Cowell e Holdings Inc. (Stock code:
1415), a company listed on the Stock Exchange, on 3
April 2017. He was also appointed as the Chief
Investment Officer of the asset management business of
Tou Rong Chang Fu Group Limited (Stock code: 850) with
effective from 18 April 2017.

EVENTS AFTER THE REPORTING PERIOD

On 12 July 2017, the Company completed the disposal of
the entire equity interest of MG Technology. Upon
completion, MG Technology has ceased to be a
subsidiary of the Company and the financial results of MG
Technology will no longer be consolidated into the
consolidated financial statements of the Group.
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ACKNOWLEDGEMENT

On behalf of the Board, | would like to extend our sincere
appreciation to our customers, suppliers and shareholders
for their continuing support, and our management and
staff for their contribution and dedication to the Group
throughout the period.

By order of the Board
Lee Yuen Fat
Chairman

Hong Kong, 28 August 2017
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Ka Shui International Holdings Limited
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Room A, 29th Floor, Tower B, Billion Centre, 1 Wang Kwong Road, Kowloon Bay,
Kowloon, Hong Kong
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Tel B35 (852) 3759 8900

Fax {8E: (852) 2412 1743

website #84F : www.kashui.com
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