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Corporate Information (Continued)
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FINANCIAL HIGHLIGHTS

MBRE

Six months ended 30 June

B Z6HA30B 1L ~EA
2019 2018

Results and financial performances EEBENUBRE
Results HiE
Revenue (HK dollar *000) WA (FHET) 1,004,945 1,025,665
Profit attributable to owners of the Company NAFEE AEE R T

(HK dollar *000) (F&7T) 114,123 140,432
Basic earnings per share (HK cents) FRRERZF CBW) 13.7 16.9
Proposed interim dividend per share (HK cents) &SR+ HARRE (BL) 5.0 6.0
Gross profit margin FEFI=x 31.5%
Net profit margin F =R 13.7%
Return on equity (Note 1) BENEEESC =D 14.7%
Return on assets (Note 2) BELRE(ME2) 7.8%
Inventory turnover days (Note 3) GFEREXE(KI3) 87
Trade receivable turnover days (Note 4) B 5 el skE EE R e (MEE4) 52
Trade payable turnover days (Note 5) B 5 e SR IA A R E(MIFE5) 73

Financial position

Net current assets (HK dollar ’000)
Current ratio (Note 6)

Quick ratio (Note 7)

Gearing ratio (Note 8)

Net gearing ratio (Note 9)

30 June
2019
20194
68308

B AR R
mENEEFE(THEL) 810,089
mENE & (MI5E6) 196.2%
BN R (MI5E7) 150.2%
BEBEBLE(MES) 52.2%
FEEAELE(MFE) 0%

RIEEGER) AR DA

31 December
2018

20184
12H31H

766,529
195.0%
152.4%

31.8%
0%

—O—hEdh#RkE 5



Financial Highlights (Continued)
MBERE(E)

Notes:

M

6

Return on equity ratio is calculated by dividing profit after tax by total
equity as at period ended and multiplying the resulting value by 100%.

Return on assets ratio is calculated by dividing profit after tax by total
assets as at period ended and multiplying the resulting value by 100%.

Inventory turnover days is calculated based on the average balance
of inventories divided by the cost of sales for the relevant period and
multiplied by 180 days.

Trade receivable turnover days is calculated based on the average trade
receivables divided by the revenue for the relevant period and multiplied by
180 days.

Trade payable turnover days is calculated based on the average trade
payables divided by the cost of sales for the relevant period and multiplied
by 180 days.

Current ratio is calculated by dividing current assets by current liabilities
and multiplying the resulting value by 100%.

Quick ratio is calculated by dividing current assets less inventories by
current liabilities and multiplying the resulting value by 100%.

Gearing ratio is calculated by dividing total borrowings by total equity and
multiplying the resulting value by 100%.

Net gearing ratio is calculated by dividing net borrowings (total borrowings
net-off cash and pledged bank deposits) by total equity and multiplying
the resulting value by 100%. Net gearing ratio was zero as net cash
of the Company as at 30 June 2019 and 31 December 2018 was
HK$318,936,000 and HK$533,107,000 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

The board of directors (the “Board”) of TK Group (Holdings) Limited
(the “Company”, together with its subsidiaries, collectively the
“Group”) have pleasure in presenting the Company’s interim results
for the six months ended 30 June 2019 (the “Period”).

REVIEW OF FINANCIAL INFORMATION

The independent auditor of the Company, PricewaterhouseCoopers,
has reviewed the unaudited interim financial information for the
six months ended 30 June 2019 in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.

BUSINESS REVIEW

Looking back in the first half of 2019, due to the heated trade war
between China and the United States, which affected the global
consumption atmosphere, and the trade policies against China that
made some electronic supply chains being moved to Southeast
Asia, both situations indirectly delayed the confirmation of orders
by some key customers of the Group. For the first half of 2019,
revenue of the Group amounted to HK$1,004.9 million (first half
of 2018: HK$1,025.7 million), representing a decrease of 2.0%
compared to the same period last year. According to the analysis
of downstream industries, the mobile phones and wearable devices
segment and the automobiles segment maintained a slight growth
momentum, and the medical and health care segment remained
stable, while the commercial telecommunications equipment
segment and the smart home segment were on a downward trend.

EEENWE D

RIKE(ER)BRAB([ARE]  EF
EffB AR [ AREDEFTS([EF
g) MAREARABE_ZT—NFRA
=+ BEARER (TARERE D B B 4E -

B EREN

AR BV EAD 2 RO E SRR B AT
EREBEESSHMASHEMNESENIIE
AERIZE24105 [ B EEER B L IZ BRI THY
FHIB S E R ERN JEEE £2019946 A30
HIEREA 2 R TR HRUBEER -

FER R

ElEE2019F L¥F - AREZ ZF8H AR -
FERHERNE LY PENE SR
BoONMSHOoETHERARRBEE
MESALEESPEREFTEEERTE -
2019F EHFAREFHWA H1,004.98 &S
TC(2018 L4 1,025.7EBE ) BEF
FIEITI82.0% © & NHFfTED M + FHKRA]
FRRENTERBRFEHER - BER
PAEERRBITTE  AEBARBENSER
BIRBBEMTE -

RIEEGER)ARAF —O— NEFRHRE 7



Management Discussion and Analysis (Continued)

BEEENWNE D (&)

Six months ended 30 June Change
BZ6H30R L~fEA 25
2019 2018

HK$ million HK$ million % HK$ million %

Industry 7% BEAT BEET % HEAT %

Mobile phones and wearable devices — FH# & o] &R 230.7 22.5 10.5 4.6

Automobiles AE 199.5 19.5 5.8 2.9
Commercial telecommunications EEBARE

equipment 212.3 20.7 -7.3 -34

Medical and health care BEREAZSE 136.2 13.3 0.1 0.1

Smart home BERE 109.9 10.7 -35 -3.2

Household electrical appliances RE 46.1 4.5 1.8 3.9

Digital devices YFHE 19.8 1.9 -0.3 -15

Others Hih 43.3 . 7.2 6.9 -27.9 -39.2

1,025.7 100.0 -20.8 -2.0

For the Period, gross profit of the Group was HK$276.4 million
(first half of 2018: HK$323.4 million), representing a decrease of
14.5% compared to the same period last year, and the gross profit
margin dropped by 4.0 percentage points to 27.5% (first half of
2018: 31.5%), which was mainly because the capacity of its plastic
injection production expanded by 30% last year, however, orders
were slowed down in the first half of 2019, that mass production
of some products being postponed to the second half of the year,
which resulted in a short-term gross margin drag for the first half of
the year. The Group believes that after the production lines enter
the stable mass production stage in the second half of the year, the
production efficiency will be fully released and the profit margin will
be improved.

Based on the above, the Group recorded a profit attributable to
owners of the Company of HK$114.1 million (first half of 2018:
HK$140.4 million), representing a year-on-year decrease of
18.7%. Net profit margin was 11.4% (first half of 2018: 13.7%),
representing a year-on-year decrease of 2.3 percentage points.
Basic earnings per share was HK13.7 cents (first half of 2018:
HK16.9 cents).
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Management Discussion and Analysis (Continued)

The Group’s trade receivable turnover days remained stable at
around 55 days due to our effective credit policies. Meanwhile, such
policies also enabled the Group to maintain net cash of HK$318.9
million (30 June 2018: HK$355.1 million). The sound financial
position enables the Group to engage in merger and acquisition
activities in a more active manner and to adopt other necessary
measures so as to stimulate business development. Moreover, as at
30 June 2019, the Group’s orders on hand amounted to HK$979.3
million, representing an increase of 6.0% as compared with
HK$923.8 million as at 30 June 2018, and of 24.3% as compared
with orders of HK$788.0 million as at of 31 December 2018.

BUSINESS SEGMENT ANALYSIS
Mold Fabrication Business

For the first half of 2019, revenue of the mold fabrication segment
from external customers amounted to approximately HK$329.9
million, representing a slight decrease of approximately 2.9% when
compared to approximately HK$339.9 million in the same period
last year, and accounting for approximately 32.8% of the Group’s
total revenue.

The Group has production lines for ultra-large standard molds and
high-precision molds. The major products of the Group’s ultra-large
standard molds are automobiles components. Its clients mainly
include first-tier component suppliers who manufacture automobile
components for renowned automobile brands in Europe, such as
Mercedes-Benz, BMW and Volkswagen. The Group continues to
focus on expert-level molding technology research and provide
customers with high quality and cost-effective design solutions.
For the Period, revenue of mold fabrication segment recorded a
slight decrease, and gross profit margin declined by 3.4 percentage
points to 33.3%, which was mainly due to the slightly dropped
prices of new orders affected by the global economic sentiment, but
the Group believed that gross profit of mold fabrication business
was still within the ideal range.
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Management Discussion and Analysis (Continued)

BEEENWNE D (&)

Plastic Components Manufacturing Business

For the first half of 2019, revenue of the plastic components
manufacturing segment amounted to approximately HK$675.0
million (first half of 2018: HK$685.8 million), representing a slight
year-on-year decrease of 1.6% and accounting for approximately
67.2% of the Group’s total revenue.

Revenue of mobile phones and wearable devices segment recorded
a year-on-year growth of 4.6%, which was mainly due to the
significant increase of orders for smartphone protective cases
from a brand customer and for bluetooth headsets from a popular
audio brand customer. The diversified customer base of the Group
effectively offset the decrease in orders from a smartphone brand
customer, balancing risk and maintaining stable sales increase.

Revenue of commercial telecommunications equipment segment
recorded a year-on-year decrease of 3.4%, which was mainly
due to the corresponding change to the Group’s product mix to
cope with the supply chain adjustment after a major customer was
acquired, which resulted in decrease in sales.

Revenue of the smart home segment was also affected by the
sluggish global consuming sentiment in the first half of 2019. During
the Period, two leading smart home brands in North America,
customers of the Group, strategically postponed the launches of
their new products, therefore the orders originally in the first half of
the year were delayed to the second half, causing a year-on-year
decrease of 3.2% in the revenue of the smart home segment for the
first half of 2019.

Last year, the Group expanded its production capacity by 30%
to satisfy the need of new projects. However, the productions for
several new projects were postponed to the second half of 2019
due to the repeated deterioration of the Sino-US trade war. In the
first half of 2019, the utilization rate of plastic products machines
decreased by 20.0 percentage points year on year to 48.6%,
resulting in the gross profit margin decreasing by 4.2 percentage
points from approximately 28.9% in the corresponding period of
last year to 24.7%. However, the Group expected the production
capacity utilization rate will significantly increase in the second half
of 2019 with plentiful orders on hand, which will improve the gross
profit margin as well.
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Management Discussion and Analysis (Continued)

FINANCIAL REVIEW
Revenue

Revenue for the six months ended 30 June 2019 was approximately
HK$1,004.9 million, representing a decrease of approximately
HK$20.8 million or 2.0% as compared with the revenue of
approximately HK$1,025.7 million for the corresponding period
in 2018. Such decrease was mainly attributable to the intensified
Sino-US trade war, which affected the global consumption climate,
and the trade policy targeting China also led to the migration of
some electronic supply chains to Southeast Asia, which indirectly
delayed the confirmation of orders by some key customers of the
Group.

Gross Profit

Gross profit for the first half of 2019 was approximately HK$276.4
million, representing a decrease of approximately HK$47.0 million
or 14.5% as compared with the gross profit of approximately
HK$323.4 million for the corresponding period in 2018. The
gross profit margin was 27.5%, representing a decrease of 4.0
percentage points from 31.5% for the corresponding period of last
year, which was mainly because the Group expanded its capacity
of plastic production lines by approximately 30% last year and the
production of some products was postponed to the second half of
2019 in respond to the slowdown of orders in the first half of the
year, thereby temporarily affecting the gross profit margin of the first
half of the year. The Group believes that after the new production
lines enter into a stable stage of mass production in the second half
of the year, its production efficiency will be fully released and profit
margin will be improved.

Gross profit margin for mold fabrication segment for the first half of
2019 was 33.3%, down 3.4 percentage points from 36.7% for the
corresponding period in 2018. The decrease in gross profit margin
was primarily due to the slight decline in the price of new orders
affected by the global economy. However, the Group believes that
the gross profit of mold fabrication business remains within the ideal
range.
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Management Discussion and Analysis (Continued)

BEEENWNE D (&)

Gross profit margin for plastic components manufacturing segment
for the first half of 2019 was 24.7%, representing a decrease of
4.2 percentage points from 28.9% for the first half of 2018. The
decrease in gross profit margin was primarily because the Group
expanded its capacity to meet the demand for new projects last
year, but many new projects were postponed to the second half
of the year due to the repeated deterioration of the Sino-US trade
war and the utilization rate of plastic products machines decreased
year-on-year, thus resulting in the decrease in gross profit margin.
However, the Group expected the production capacity utilization
rate will significantly increase in the second half of 2019 with
plentiful orders on hand, which will improve the gross profit margin
as well.

Other Income

Other income for the first half of 2019 was approximately HK$22.7
million, representing an increase of approximately HK$10.7 million
or 89.1% as compared with approximately HK$12.0 million for the
corresponding period in 2018, which was mainly due to the increase
in government grants to the Group during the Period.

Other Losses — Net

Other losses, net for the first half of 2019 was approximately
HK$8.6 million, representing a decrease of approximately HK$6.9
million or 44.2% as compared with approximately HK$15.5 million
for the corresponding period in 2018. The Group borrowed a Euro-
denominated bank loan equivalent to the amount of the Group’s
existing orders from Europe to effectively hedge the effect of
fluctuations of the Euro on the Group.

Selling Expenses

Selling expenses for the first half of 2019 was approximately
HK$35.8 million (first half of 2018: HK$39.4 million), accounted for
3.6% (first half of 2018: 3.8%) of the sales, representing a decrease
of approximately HK$3.6 million or 9.2% as compared with the
corresponding period in 2018, and a decrease by 0.2 percentage
point in terms of the percentage to sales, which was mainly due
to the decrease in sales resulting a corresponding decrease in
transportation expenses.

12 TK Group (Holdings) Limited  Interim Report 2019

SEEB AR BLE D B2019F FEFEMKR A
24.7%  B2018F L F#)28.9% T [§4.2
MENE - TRETHREIEEHANEAEEE
FRERAEEMWRIHBENS R A - A
FEESBRERL  ZEMEEHEET
FFELEE  FIPEMEBERERREFRAL
TR EMERENEBA Y - BAEE
THFEMEFFTELT - B T EFERS
AR RERA » EFRTGEZHE -

HABUA

2019 FH¥FHMP AL B22.7EE BT -
82018F R M E MW AL12.08 BB LIS
IH10.7EEEITLH8.1%  TERFAAN
HA P A 5 [ A9 TER R H  UR A FB BITsg n

HAibE 18 — F4

2019F L ¥ FEMEIBIFHELOASEER
T E2018F R B E M I8 FRE4015.58
BETTRLH60BBAETLHIL.2% - AEH
HBITIEA T SR AEEEFRULF] B
RIBTE SR - DA RO R BT IE 20K B ¥ AR
EEMTE -

HERX

2019F FH¥FHER I X AIB.8EE BT
(20185 F-4F : 39.4EEBT)  IHBEN
AOA3.6%(2018F 44 : 3.8%) © §H
ERXR2018FRIHR P 493.6 5 &8 Lk
9.2% ' HIEENE O THRO2EFE D
FTERAAHERDFESEREBHERER

Do



Management Discussion and Analysis (Continued)

Administrative Expenses

Administrative expenses for the first half of 2019 was approximately
HK$117.6 million (first half of 2018: HK$120.9 million), accounted
for 11.7% (first half of 2018: 11.8%) of the sales, representing a
decrease of approximately HK$3.3 million or 2.7% as compared
with the corresponding period in 2018, and in terms of the
percentage to sales a decrease by 0.1 percentage point. The
decrease in the administrative expenses was mainly attributable
to the decrease in employee bonus accrued resulting from the
decrease in operating results during the Period.

Finance (Cost)/Income — Net

Net finance cost for the first half of 2019 was approximately HK$0.1
million, while net finance income for the corresponding period
in 2018 was approximately HK$4.2 million, which was primarily
due to the increase in interest expenses for the lease liabilities of
approximately HK$4.9 million upon the adoption of HKFRS 16
“Leases” by the Group from 1 January 2019.

Income Tax Expense

Income tax expense for the first half of 2019 was approximately
HK$22.8 million and the effective tax rate was 16.7%, which was
higher than the effective tax rate of 14.3% for the corresponding
period in 2018, which was mainly attributable to the increase in the
PRC withholding income tax during the Period.

Profit for the Period Attributable to Owners of
the Company

Profit attributable to owners of the Company for the first half of
2019 was approximately HK$114.1 million, representing a decrease
of approximately HK$26.3 million or 18.7% from approximately
HK$140.4 million for the corresponding period in 2018.
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Management Discussion and Analysis (Continued)

BEEENWNE D (&)

SEASONALITY

The Group’s sales volume has historically been affected by
seasonality. As the Group’s products are used by the Group’s
customers in their respective manufacturing processes, the
demand for the Group’s products fluctuates as the demand for their
products varies. A significant portion of the Group’s products under
its downstream business segments has generally been in higher
demand in the second half of each calendar year, which is primarily
due to the seasonal purchase patterns of consumers during
festivals such as the Thanksgiving Day and Christmas holidays.
As a result, it is expected that the revenue of the Group will be
higher in the second half of the year than in the first half of the year.
In the financial year ended 31 December 2018, 45% of revenue
accumulated in the first half of the year, with 55% accumulating in
the second half of the year.

LIQUIDITY, FINANCIAL RESOURCES AND
RATIOS

As at 30 June 2019, the Group had net current assets of
approximately HK$810.1 million (31 December 2018: HK$766.5
million). The Group had total cash and bank balances of
approximately HK$878.2 million (31 December 2018: HK$875.3
million), including cash and cash equivalents of approximately
HK$731.8 million (31 December 2018: HK$753.8 million),
deposits for bank borrowings of approximately HK$115.6 million
(31 December 2018: HK$85.0 million) and restricted cash of
approximately HK$30.8 million (31 December 2018: HK$36.5
million). The current ratio of the Group as at 30 June 2019 was
approximately 196.2% (31 December 2018: 195.0%).

Total equity of the Group as at 30 June 2019 was approximately
HK$1,070.7 million (31 December 2018: HK$1,075.5 million). The
gearing ratio as at 30 June 2019 was approximately 52.2% (31
December 2018: 31.8%). Such increase was mainly attributable to
the increase in bank borrowings of the Group during the Period.
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Management Discussion and Analysis (Continued)
EEENWE DT (&)

DEBT MATURITY PROFILE BEEHMRR
The maturity profile of the Group’s borrowings is set out below: AEBEER A RIOT ¢

30 June 31 December

2019 2018

2019% 20184

6H30H 12H31H

HK$°000 HK$’000

FERT FET

Within 1 year 1F AR 169,773 107,218
Between 1 and 2 years 1E2F K 177,502 99,103
Between 2 and 5 years 2E5%F K 211,979 135,911

342,232

An analysis of the Group’s key liquidity ratios as at 30 June 2019 is 201946 H30R - ALEEN T ERHES
as follows: RS

Six months ended 30 June

B Z6HA30H LA
2019 2018
Inventory turnover days (Note 1) GFEREXE(HIE) 87
Trade receivable turnover days (Note 2) B 5 e U 2k e R e R H (L) 52
Trade payable turnover days (Note 3) B 5 e R IEEE R B (FIEE3) 73
30 June 31 December
2019 2018
20194 20184
6H30H 12H31H
Current ratio (Note 4) BN & (HI5E4) 196.2% 195.0%

BIEE(ER)ARAF —O—hEHREEE 15



Management Discussion and Analysis (Continued)

BEEENWNE D (&)

Notes:

1. Inventory turnover days is calculated based on the average balance
of inventories divided by the cost of sales for the relevant period and
multiplied by 180 days.

2. Trade receivable turnover days is calculated based on the average trade
receivables divided by the revenue for the relevant period and multiplied by
180 days.

3. Trade payable turnover days is calculated based on the average trade
payables divided by cost of sales for the relevant period and multiplied by
180 days.

4. Current ratio is calculated by dividing current assets by current liabilities
and multiplying the resulting value by 100%.

INVENTORY TURNOVER DAYS

During the Period, the Group’s inventory turnover days were 91
days, representing an increase of 4 days compared to that of
the same period in last year, which was mainly attributable to the
corresponding increase of inventories due to the increase of orders
on hand.

TRADE RECEIVABLE TURNOVER DAYS

During the Period, the Group’s trade receivable turnover days were
55 days, which was comparable to that of the same period in last
year.

TRADE PAYABLE TURNOVER DAYS

During the Period, the Group’s trade payable turnover days were 74
days, which was comparable to that of the same period in last year.
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Management Discussion and Analysis (Continued)

CURRENT RATIO

As at 30 June 2019, the Group’s current ratio was 196.2%, which
was comparable to that as at 31 December 2018.

PLEDGED ASSETS

Details of pledged assets as at 30 June 2019 are set out in Note
14(a) to the interim financial information.

FOREIGN EXCHANGE RISK MANAGEMENT

The Group mainly operates in the PRC and is exposed to foreign
currency risks arising from various currency exposures, mainly
with respect to the HK dollar, US dollar, Euro and RMB. Exchange
rate fluctuations and market trends have always been the main
concerns of the Group. Foreign currency hedging of the Group has
been managed by the Group’s chief financial officer, and overseen
by the Group’s chief executive officer. In accordance with the
Group’s hedging needs and the then foreign exchange situation, the
Group’s chief financial officer would collect and analyze information
regarding various hedging instruments and determine stop-loss
thresholds. The Group’s chief financial officer would then collect
quotations from various banks as to the financial instrument and
present such quotations to the Group’s chief executive officer, who
would then evaluate and make a decision as to whether to enter
into the relevant hedging agreement. The conversion of RMB into
foreign currencies is subject to the rules and regulations of foreign
exchange control promulgated by the PRC government.

The Group’s cash and bank balances were primarily denominated
in US dollar, RMB, Euro and HK dollar. Its operating cash inflows
and outflows were primarily denominated in RMB, US dollar, Euro
and HK dollar. The Group will closely monitor the exchange rate
movements and regularly review its gearing structure so as to
mitigate the expected exchange rate risk.

BEEEWNE D (&)
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Management Discussion and Analysis (Continued)

BEEENWNE D (&)

RMB EXCHANGE RATE RISK

The Group’s major revenue is principally denominated in US dollar,
Euro, HK dollar and RMB, and the Group’s major expenses are
mainly denominated in RMB. The Group has not entered into any
agreement for RMB hedging purpose.

CAPITAL STRUCTURE

There was no change in the capital structure of the Company during
the Period, and the Company’s capital included ordinary shares and
other reserves.

USE OF PROCEEDS FROM THE
COMPANY’S INITIAL PUBLIC OFFERING

The Company was listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 20 December 2013. Net
proceeds from the initial public offering totaled up to approximately
HK$268.0 million (including the net proceeds from the exercise of
the over-allotment option which took place on 15 January 2014).

The table below sets out the use of net proceeds from the initial

public offering and the unutilised amounts as at 30 June 2019. All
unutilised amounts are deposited in licensed banks in Hong Kong.
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Management Discussion and Analysis (Continued)

Use of proceeds

BEEEWNE D (&)

Till 30 June 2019
EZ201966H30AH

% of total Net Utilised Unutilised
amount  proceeds amounts amounts
h#EZEm FRBRIE =y KA
BO FE EE M
(HK$ million) (HK$ million) (HK$ million)
(B8%rx) (B8%r) (B8%ET)
Establishing a new business unit B AR AR BT
specialising in ultra-large EEEN
standard molds 19% 51.97 51.9 -
Upgrading mold fabrication FHRIE BB ERE
capabilities 14% 37.1* 371 -
Expanding Shenzhen plastic wRAYF LAY
components manufacturing BUEERY
capacity 22% 59.4~ 59.4 -
Expanding Suzhou plastic B AR EBAEM
components manufacturing BUEEBE
capacity 17% 44.5* 44.5 -
Strategic acquisitions of RIS A M AE A
other mold fabricators RiERg 11% 29.5* 16.4 13.1
Research and development eI A 8% 21.5* 21.5 -
General working capital —REEES 9% 24.1* 24.1 -
100% 268.0* 254.9 138.1

*Note: On 15 January 2014, China Merchants Securities (HK) Co., Limited, the
sole global coordinator (on behalf of the international underwriters) of the
global offering, partially exercised the overallotment option, pursuant to
which the Company issued 26,600,000 ordinary shares of HK$0.1 each
at the subscription price of HK$1.25 per share. The allocation of the net
proceeds of HK$32.4 million was adjusted on a pro rata basis as set out
in the section headed “Use of Proceeds” in the Company’s prospectus
dated 11 December 2013 (the “Prospectus”). As a result, the net
aggregate proceeds were increased from HK$235.6 million to HK$268.0
million.

The use of proceeds shown above is in line with the intended use as
set out in the Prospectus.
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Management Discussion and Analysis (Continued)

BEEENWNE D (&)

PLANS FOR MATERIAL CAPITAL
INVESTMENTS

The Group plans to invest in capacity expansion and pursue
suitable investment projects to capitalize the potential growth of
the Group’s business in the coming years in the manner set out
in the section headed “Future Plans and Use of Proceeds” in the
Prospectus. Such source of funding would be primarily from the
internal resources.

STAFF POLICY

As at 30 June 2019, the Group had 4,278 full-time employees (31
December 2018: 3,564) and 944 workers dispatched to us from
third party staffing companies (31 December 2018: 665).

The Group’s remuneration policy aims to offer competitive
remuneration packages to recruit, retain and motivate competent
directors and employees. The Group believes that the remuneration
packages are reasonable, competitive and in line with market
trends. The Group has put in place a share option scheme for its
directors and employees in a bid to provide a competitive package
for the Group’s long-term growth and development. The Group
also provides appropriate training and development programmes
to its employees to enhance the staff’s work ability and personal
performance.

The Group has implemented training programmes for the
employees to meet different job requirements. The Group believes
that these initiatives have contributed to increasing employee
productivity.

As required by the PRC regulations, the Group made contributions
to mandatory social security funds for the benefits of its PRC
employees which provide pension insurance, medical insurance,
unemployment insurance, work-related injury insurance, maternity
insurance and housing funds.

MATERIAL ACQUISITIONS AND DISPOSALS

During the six months ended 30 June 2019, the Group has not
made material acquisitions or disposals of subsidiaries.
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Management Discussion and Analysis (Continued)

CONTINGENT LIABILITIES

As at 30 June 2019, the Group did not have any significant
contingent liabilities.

PROSPECT

The uncertainty and volatility in the market continued to increase
under the repeated escalation of the Sino-US trade war, trade
disputes among countries, geopolitical risks and global economic
slowdown. Although it is expected that our orders and business
will remain stable for the second half of 2019 as certain brand
customers have announced that new products will release in the
second half of the year and the Group has started production of
certain products, the management still adopts a pragmatic and
prudent attitude towards the economic downside risks in the
second half of the year, striving to maintain the steady business
development throughout the year.

This year, the Group continues to adhere to the strategy of
international expansion and domestic extension. In terms of
domestic extension, the Group has successfully developed a
domestic e-cigarette customer and actively approached other
brand customers of high-tech consumer electronics for cooperation
to extend the development in China market. In terms of international
expansion strategy, the Group actively seeks for suitable injection
molding plant resources in Southeast Asian countries. In addition
to building its own plant, the Group is also open to the possibility
of acquiring suitable plants in order to reduce the potential impact
of trade disputes or geopolitical policy changes. The Group also
considers looking for plant resources outside Shenzhen, China to
further expand lower-cost capacity of plastic injection.

High-tech consumer electronics is still a major global trend and a
competitive advantage of the Group. The Group remains cautiously
optimistic about its long-term development. The capacity expansion
of the Group just completed last year will help to grasp the
opportunities brought about by the growth of customers. In order to
cement the Group’s position as the world’s leading supplier of one-
stop integrated plastic component manufacturing solutions, the
Group will continue to track emerging products and focus on future
industry trends, develop quality customers and new projects as
well as tap further into the potential of existing customers to strive
for a larger supply proportion. The Group will continue to invest
in technology research and intelligent automation of production
lines to maintain its advantages in the industry with technology and
strength.
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Management Discussion and Analysis (Continued)

BEEENWNE D (&)

Developments as to defects to land title with
respect to the Shenzhen Tangjia Plants

Reference is made to the Prospectus and the announcement of the
Company dated 20 March 2014. Unless otherwise defined herein,
capitalized terms used in this sub-section shall have the same
meanings as those defined in the Prospectus. As the Bureau of
Urban Planning and Land Commission of the Shenzhen Municipality
CRIITTREIE LX) is still examining policy proposals regarding the
conversion of land use from high-technology project to commercial
use by payment of land premium for submission for the approval
of the municipal government, pursuant to the instructions of the
Land Bureau, TK Technology (Shenzhen) Ltd. (“TK Technology
(Shenzhen)”) will submit the written application to convert the
green-type property ownership certificate into the red-type property
ownership certificate after the promulgation of the relevant policy.

As disclosed in the section headed “Business — Properties — Plans
to Resolve Risks Related to Certain of Our Leased Properties” of
the Prospectus, the Company has contingency arrangements in
place and will adopt such measures when it is necessary. Such
contingency arrangements include relocating to the Backup Plants
by exercising the Company’s right to request the Backup Plants
Landlord to enter into the formal lease agreement with the Company
within 15 days from the Company’s notice to the Backup Plants
Landlord for one or more of the Backup Plants pursuant to the Pre-
lease Agreements. Towards the expiry of the Pre-lease Agreements,
in the event that TK Technology (Shenzhen) has yet to convert the
green-type property ownership certificate into red-type property
ownership certificate, the Company shall seek to either renew
the Pre-lease Agreements or engage another party for a similar
arrangement. For details of the contingency arrangements, please
refer to the section headed “Business — Properties — Plans to
Resolve Risks Related to Certain of Our Leased Properties” of the
Prospectus. The Company has renewed the Pre-lease Agreements
until 31 December 2019.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2019, the interests of the directors or chief executive
of the Company in the shares of the Company which were recorded
in the register required to be kept pursuant to Section 352 of the
Securities and Futures Ordinance (the “SFQO”), or as otherwise
notified to the Company and the Stock Exchange pursuant to the
“Model Code for Securities Transactions by Directors of Listed
Issuers” (the “Model Code”, Appendix 10 to the Listing Rules), were
as follows:

Long position in the shares of the Company

TEERARAEMER

EER ﬁ MBI R 6 &&=
Y

ﬁ%

MR2019F6H30R - ARBIEEHHE T
}\Eﬁéﬁ ANROFHEEEREEZESR
E 160 ([ B5 RHEE G ) F 362150 8k
xﬂ:kﬁﬁ?aﬁ']i‘uaﬂﬂmmﬁéw’ AR IR
<<im%%ﬁ/\i$a§ﬁ %x%mﬁ“&ﬁ#ﬁw
([MF2E=FRI) - ETRAME10) e xR
NS ZFTay =T

‘m

le \

RARXBRGEFRE

Capacity/ Number of Approximate percentage of
Name of director Nature of interests shares shareholding in the Company*
EEnE B EEME BREE RAELBRENBNT DL
Mr. Li Pui Leung (“Mr. Li") Interests in controlled 422,056,000 50.65%
corporations (Note 1)
PHREE(ZMREE]) R EE S (1)
Mr. Yung Kin Cheung Michael Interests in controlled 55,620,000 6.67%
(“Mr. Yung”) corporation (Note 2)
SEALEHEE]D Rt EEER (MEE2)
Mr. Lee Leung Yiu (“Mr. Lee”) Interests in controlled 53,640,000 6.44%

corporation (Note 3)
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Corporate Governance and Other Information (Continued)

TEEBREMER (&)

Notes:

1. These shares were held by Eastern Mix Company Limited (“Eastern Mix”)
(for 332,656,000 shares) and Lead Smart Development Limited (“Lead
Smart”) (for 89,400,000 shares) respectively. The issued share capital of
Eastern Mix is owned as to 45%, 28% and 27% by Mr. Li, Mr. Yung and
Mr. Lee, respectively; and Lead Smart is wholly-owned and controlled
by Mr. Li. As Eastern Mix and Lead Smart are controlled corporations of
Mr. Li, he is deemed to be interested in these shares held by these two
corporations pursuant to Part XV of the SFO.

2. These shares were held by Cheer Union Development Ltd. (“Cheer Union”),
a corporation wholly-owned and controlled by Mr. Yung.

3. These shares were held by Normal Times International Limited (“Normal
Times”), a corporation wholly-owned and controlled by Mr. Lee.

* The percentage represents the number of ordinary shares involved divided
by the number of the Company’s issued shares as at 30 June 2019.

Save as disclosed above, as at 30 June 2019, none of the
directors nor chief executive of the Company had any interests
or short positions in shares or underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which has been recorded in the
register required to be kept pursuant to Section 352 of the SFO,
or otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2019, the following corporations had interests in 5%
or more of the issued share capital of the Company as recorded
in the register of interests required to be kept by the Company
pursuant to Section 336 of the SFO, or as known by the Company:

24 1K Group (Holdings) Limited  Interim Report 2019

1. ZEROGONBERBERAR(IER]) (&
332,656,000/% %17 ) R 2 BERERAR([ &
%E]) (1589,400,0000% A% 19 )5 H - ERAED B
TRADBEEHTREE FAERTRBEL
EHEH45% ~ 28%K%27% « BIN » MR LA
PEABERLEHEZE - BRERRLZEBEN
REERNZERHEER - BUREEF R EEEG
EXVEL - R R AR ZME A RIS ENZER
MR EEER -

2. ZEBROHBEABRRERAR(ELDIFE
ZAR BB ELERERE LIS -

3. ZERMHBERERERARERDIFE
FZARRFTRIBEEDERE RIES -

* BOLEMSROEBREE RUARFR
201956 A30 A D HITHIA N BLA -

Bk EXPTREEE SN - M2019F6A30R » #
BARREFARHTRABNRARARE
EAEREE (EE L& 5 MREHEAIEXY
) BB - AR HESTEEREE
F R EGIIEIS2HEATFENELMA
Frecsk R R SOR R - HARBFREST
Qg AR F MR ATRERERSIORE -

TERRARD RAERRMDH
=

M2019F6 A30H  AARIREZRFLHAE
1B ZE336IKMEAEAARABFENRERE
AT A AR U T EEHES
A% A _ER B BEITR AR -



Corporate Governance and Other Information (Continued)

Long position in the shares of the Company

TREAREMBER(A)

RARBRBEVEFR

Approximate
percentage of

Capacity/ Number of  shareholding in
Name of shareholder Nature of interests shares the Company*
RARD T IRE
RERHEA B, ERME ROEE QT 2 >
Eastern Mix (Note 1) Beneficial owner 332,656,000 39.92%
SR (FIFET) EmEEA
Lead Smart (Note 1) Beneficial owner 89,400,000 10.73%
2B (M) EnlEAA
Cheer Union (Note 2) Beneficial owner 55,620,000 6.67%
B (F7E2) EmEAA
Normal Times (Note 3) Beneficial owner 53,640,000 6.44%
iR (MT3E3) EnEAA
Value Partners Group Limited (Note 4) Interest in controlled 65,302,000 7.84%
corporations
BIREEBR AR (L) RIEHEE
Value Partners High-Dividend Stocks Fund Beneficial owner 64,410,000 7.73%
Value Partners High-Dividend Stocks Fund BEREAA
FIL Limited (Note 5) Interest in controlled 44,234,000 5.31%
corporations
FIL Limited (F§7£5) RAEHEE S
Pandanus Partners L.P. (Note 5) Interest in controlled 44,234,000 5.31%
corporations
Pandanus Partners L.P.(Fff3E5) TR A B
Pandanus Associates Inc. (Note 5) Interest in controlled 44,234,000 5.31%
corporations
Pandanus Associates Inc.(Hf:E5) ZEHEE R
FMR LLC (Note 6) Interest in controlled 51,191,006 6.14%

FMR LLC(Hi7%6)

corporations

RAEHEE R
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Corporate Governance and Other Information (Continued)

TEERAREMER (B

Notes:

1. The above interests of Eastern Mix and Lead Smart were also disclosed as
the interests of Mr. Li in the above section headed “Directors’ Interests in
Shares, Underlying Shares and Debentures”.

2. The above interests of Cheer Union were also disclosed as the interests
of Mr. Yung in the above section headed “Directors’ Interests in Shares,
Underlying Shares and Debentures”.

3. The above interests of Normal Times were also disclosed as the interests
of Mr. Lee in the above section headed “Directors’ Interests in Shares,
Underlying Shares and Debentures”.

4. These 65,302,000 shares were held by Value Partners Limited, a wholly-
owned subsidiary of Value Partners Hong Kong Limited, which in turn was
a wholly-owned subsidiary of Value Partners Group Limited. Accordingly,
Value Partners Hong Kong Limited and Value Partners Group Limited were
deemed to be interested in these shares pursuant to Part XV of the SFO.

5. Pandanus Associates Inc. is a general partner of Pandanus Partners L.P.,
which in turn owns as to 37.51% in FIL Limited. FIL Limited was deemed
to be interested in these 44,234,000 shares of the Company through a
series of subsidiaries. Accordingly, Pandanus Associates Inc., Pandanus
Partners L.P. and FIL Limited were deemed to be interested in these
shares pursuant to Part XV of the SFO.

6. FMR LLC was deemed to be interested in these 51,191,006 shares
through a series of subsidiaries pursuant to Part XV of the SFO.

The percentage represents the number of ordinary shares involved divided
by the number of the Company’s issued shares as at 30 June 2019.

Save as disclosed above, as at 30 June 2019, no person, other than
the directors and chief executive of the Company whose interests
are set out in the section headed “Directors’ Interests in Shares,
Underlying Shares and Debentures” above, had any interests or
short positions in the shares or underlying shares of the Company
as recorded in the register of interests required to be kept pursuant
to Section 336 of the SFO.

DIVIDEND

On 23 August 2019, the Board resolved to declare an interim
dividend of HK5.0 cents per share for the six months ended 30 June
2019, amounting to a total of HK$41,663,000. The interim dividend
is expected to be paid on 27 September 2019 to all shareholders
whose names appear on the register of members of the Company
at the close of business on 13 September 2019.
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Corporate Governance and Other Information (Continued)

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to the aforesaid interim dividend,
the register of members of the Company will be closed from 11
September 2019 to 13 September 2019, both dates inclusive,
during which period no transfer of shares will be registered. In
order to be qualified for the interim dividend, unregistered holders
of shares of the Company should ensure that all share transfer
documents, accompanied by the relevant share certificates, are
lodged with the branch share registrar of the Company, Tricor
Investor Services Limited, at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong, for registration not later than 4:30
p.m. on 10 September 2019.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold or
redeemed listed securities of the Company during the six months
ended 30 June 2019.

CORPORATE GOVERNANCE

The Company believes that good corporate governance is
important for maintaining and promoting investor confidence
and for the sustainable growth of the Group. The directors of the
Company are of the view that the Company has complied with all
the code provisions set out in the Corporate Governance Code
as contained in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) during the six
months ended 30 June 2019.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code (Appendix 10 to the
Listing Rules) as its own code of conduct regarding directors’
securities transactions in the Company. All directors of the
Company have confirmed, following specific enquiry by the
Company, that they have complied with the required standards set
out in the Model Code throughout the six months ended 30 June
2019.
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Corporate Governance and Other Information (Continued)

pPESsLR
1IEREA

Ht &R ()

COMPLIANCE WITH THE WRITTEN
GUIDELINES FOR SECURITIES
TRANSACTIONS BY THE RELEVANT
EMPLOYEES

The Company has established written guidelines for the relevant
employees of the Group (the “Relevant Employees”) in respect
of their dealings in the securities of the Company (the “Written
Guidelines”) on terms no less exacting than the required standards
set out in the Model Code. For this purpose, “Relevant Employee”
includes any employee of the Company or a director or employee
of a subsidiary or holding company of the Company who, because
of such office or employment, is likely to possess inside information
in relation to the Company or its securities. No incident of non-
compliance of the Written Guidelines was noted by the Company
during the six months ended 30 June 2019.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 29 November
2013 (the “Share Option Scheme”) for the purpose of providing
incentives or rewards to eligible participants (including employees,
executives or officers, directors including non-executive directors
and independent non-executive directors, advisers, consultants,
suppliers, customers and agents of the Company or any of its
subsidiaries) for their contribution to the long term growth of the
Group and to enable the Company to attract and retain high caliber
employees.

During the six months ended 30 June 2019, there was no
outstanding share option for the subscription of new shares held by
any parties.

AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive
directors of the Company, namely, Mr. Tsang Wah Kwong
(Chairman), Dr. Chung Chi Ping Roy and Mr. Ho Kenneth Kai
Chung.

The Audit Committee has reviewed with management the
accounting policies and practices adopted by the Group and
discussed, among other things, risk management, internal controls
and financial reporting matters including a review of the unaudited
interim financial information for the six months ended 30 June 2019.
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INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

RS HEERER

(Allamounts in HK dollar thousands unless otherwise stated) (FRBEHBESIN * FTESEHUTELES)

As at
i

30 June 31 December
2019 2018
2019% 20184
6A30H 12H31H
Note (Unaudited) (Audited)
Bt EE (REE&ES) (Fz&5t)

ASSETS BE
Non-current assets FREBEE
Property, plant and equipment ME - BB MRE 9 579,220 516,190
Intangible assets A E 9 11,200 11,693
Prepayments for property, Y - BRE RS
plant and equipment LB 46,422 38,160
Financial assets at fair value through AR EERZBEES)
profit or loss FFIABENESREE 8 23,621 23,621
Right-of-use assets FREEE 3,9,15 178,537 -
Current assets REEE
Inventories FE 10 387,402 343,168
Trade and other receivables B 5 & Hith pE U GRIE 11 386,777 355,318
Deposits for bank borrowings RITIEENES 14(a) 115,588 84,975
Restricted cash XBREIHRE 30,830 36,553
Cash and cash equivalents HEeRIRESZEEY 731,772 753,811
Total assets BEE 2,163,489
EQUITY AND LIABILITIES ERREE
Equity attributable to owners AKATHEEAEGER
of the Company
Share capital A& 2 12 83,326 83,326
Share premium f1n s B 12 251,293 251,293
Other reserves HufEE 22,994 25,024
Retained earnings {REB %5 A 713,082 715,615
Total equity RSB 1,070,695 1,075,458

BIEE(ZR)ARAF —O—hEHREHE 29



Interim Condensed Consolidated Balance Sheet (Continued)

HHERESHEERER(E)

(Al amounts in HK dollar thousands unless otherwise stated) (B RHBHFAEIN - FTESREHATEITES)

As at
i
30 June 31 December
2019 2018
2019% 20184
6H30H 12H31H
Note (Unaudited) (Audited)
BIsE (REEEST) (& 7&E)
Liabilities aE
Non-current liabilities kRBERE
Bank borrowings RITEE 14 389,481 235,014
Lease liabilities HEBE 15 123,914 -
Deferred income on government grants BT 48 BRIEU A 16 33,737 23,793
Deferred income tax liabilities BEFSHAE 17 31,262 21,928
578,394 280,735
Current liabilities REBEE
Trade and other payables B 5 N E b EA IR 13 391,902 456,501
Contract liabilities AHEE 203,400 198,911
Income tax liabilities FrstiaE 17,678 44,666
Bank borrowings RITEE 14 169,773 107,218
Lease liabilities HEBE 15 59,527 -
842,280 807,296
Total liabilities wmes 1,420,674 1,088,031
Total equity and liabilities ERREEAE 2,491,369 2,163,489
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
RIS SRSl ER

(BRAEFHAESN - AU TEITES)

(Al amounts in HK dollar thousands unless otherwise stated)

Note
B

Revenue PN 7
Cost of sales SHER A 19
Gross profit EF
Other income EHiA 18
Other losses — net H g 1E — 558 18
Selling expenses HEMX 19
Administrative expenses GG 19
Operating profit R
Interest income U A 20
Interest expenses FERE 20
Finance (cost)/income — net BME(KA) WA —F5E
Profit before income tax R P 5 86 B a8 F
Income tax expense FTiS iR > 21
Profit for the period attributable to RRATEE AERIBRETR

owners of the Company
Other comprehensive income Hth4RE W

Iltem that may be reclassified to AEEF 7R

profit and loss: Bz ER :
Currency translation differences fEH Z%E

Total comprehensive income RGeS EEE

for the period
Earnings per share attributable to AARERSEEAEML

equity holders of the Company BRER

(expressed in HK cents per share) (AgRENZIE)

- Basic —EAK 22

- Diluted —BE 22

RIEEGER) AR DA

Six months ended 30 June

HZ6A30HIEA@EA

2019 2018
(Unaudited) (Unaudited)
(REEST) (R
1,004,945 1,025,665
(728,575) (702,262)
276,370 323,403
22,737 12,022
(8,639) (15,492)
(35,798) (39,418)
(117,640) (120,921)
137,030 159,594
10,814 5,199
(10,908) (1,012)
4,187

136,936 163,781
(22,813) (23,349)
140,432

2,595

143,027

16.9

16.9
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FHIEAE R R

(Al amounts in HK dollar thousands unless otherwise stated) (B RHBHFAEIN - FTESREHATEITES)

Other reserves
At
Currency
Share Share Statutory translation Retained
Note  capital premium reserves reserve  earnings Total

ki EE EX RE
it Bx B ffe e A asr

For the six months ended BHZ201956A30R L~ fEA
30 June 2019 (unaudited) (REELT)
Balance at 1 January 2019 201961 A 1R
(audited) (fm%&st) 83,326 251,293 79,665 (54,441) 715,615 1,075,458
Comprehensive income makE
Profit for the period B A - 14123 114128
Currency translation differences 5 5 (2,230 = (2,230)
Total comprehensive income SakhFas - (2,230) 114,123 111,893

Contributions by and distributions ~ RWEXEEEDY

to owners of the Company KAAREA

recognised directly in equity HEREMLD R

Dividends ke - (116,656)  (116,656)
Total contributions by and HRAXDAREALE

distributions to owners of the REGDEAE

Company for the period - (116,656) (116,656)
Balance at 30 June 2019 R20196 A30H M4 &

(unaudited) (REEL) 83,326 251,203 79,665  (56,671) 713,082 1,070,695
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Interim Condensed Consolidated Statement of Changes In Equity (Continued)

HHARS RSO E EBR (B)

(Al amounts in HK dollar thousands unless otherwise stated)

(BRAEFHAESN - AU TEITES)

Other reserves
EhfE
Currency
Share Share  Statutory translation  Retained
capital  premium  reserves reserve  earnings Total
fkin ETE EH k&
KA Wl B fefE gl @it
For the six months ended BHZ201856A30R L~ fEA
30 June 2018 (unaudited) (REE)
Balance at 1 January 2018 #2018F1 A1BMEH
(audited) (=) 83326 251293 56,649 (18,183 538433 911518
Comprehensive income makE
Profit for the period ity - - - - 140432 140,432
Currency translation differences EHZEE - - - 2,595 - 2,595
Total comprehensive income solsmg - - - 2595 140,432 143,027
Contributions by and distributions ~ REZEEREZ
to owners of the Company KRAAREA
recognised directly in equity HERELDR
Dividends RE - - - - (99,991) (99,991)
Total contributions by and HRAXDARBALE
distributions to owners of the RELEIEAE
Company for the period - - - - (99,991) (99,991)
Balance at 30 June 2018 14201856 A30H M th
(unaudited) (REBEL) 83,326 251,293 56,649 (15,588) 578,874 954,554
BTSEBEEZBR)ERAR —O—hEh#H®RE 33



INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

PHEASHEERER

(Al amounts in HK dollar thousands unless otherwise stated)

(BRAEFHAES - FTESRIUTEITES))

Six months ended 30 June

B Z6H30B LLAEA
2019 2018
Note (Unaudited) (Unaudited)
B (REEES) (REEEET)
Cash flows from operating activities HREKLTBNERERE
Cash generated from operations TS EENIRS 112,426 138,537
Interest received BUF B 7,349 1,697
Income tax paid EATFTEH (40,467) (9,410)
Net cash generated from RETEEENESFE
operating activities 130,824
Cash flows from investing activities REBETZTINHRESRE
Purchase of property, plant and BEYE BEREEN
equipment and intangible assets N E E (134,155) (127,322)
Receipt of government grants WEIBUS#H B S - 4,087
Proceeds from disposal of property, HEWZE  BEMRED
plant and equipment Fri8 k18 2,408 740
Purchase of financial assets at fair value BEZ AR BEES
through profit or loss BEEH ABRHN
TRUEE (411,114) (308,201)
Proceeds from financial assets at fair AR EETEEEE
value through profit or loss FFABRHNEREE
P8 3018 414,579 288,147
Net cash used in investing activities R&EZEFTARSTFE (128,282) (142,549)
Cash flows from financing activities HRERETHNBREESRE
Proceeds from bank borrowings RITEEPTIS IR 14 353,229 87,590
Repayments of bank borrowings BERITEE 14 (136,207) (17,021)
Increase in deposits for bank borrowings  $R17 & %4 N (30,613) (94,828)
Interest paid B E (10,908) (1,012)
Principal elements of lease payments MERZHES IS (28,751) -
Dividends paid B AR & 23 (116,656) (99,991)
Net cash generated from/(used in) BMEEEFELS (FTA)
financing activities REFH 30,094 (125,262)
Net decrease in cash and REeERBESEENEDFE
cash equivalents (18,880) (136,987)
Cash and cash equivalents at beginning  Hi#IR & RIS ZEW
of the period 753,811 540,815
Exchange (losses)/gains on cash and ReRBEeEEDER
cash equivalents (B18), W (3,159) 2,637
Cash and cash equivalents at end HARBESRBESEEY
of the period 731,772 406,465
Analysis of balances of cash and ReE B FEMER
cash equivalents: DT
Cash and cash on hand RehFEED 762,602 427,767
Restricted cash ZRHIRE (30,830) (21,302)

406,465
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1.

NOTES TO THE INTERIM FINANCIAL INFORMATION

(Al amounts in HK dollar thousands unless otherwise stated)

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands
on 28 March 2013 as an exempted company with limited
liability. The address of the Company’s registered office
is Cricket Square, Hutchins Drive, PO Box 2681, Grand
Cayman, KY1-1111, Cayman Islands. The Company is an
investment holding company and its subsidiaries (collectively
the “Group”) are principally engaged in the manufacturing,
sales, subcontracting, fabrication and modification of molds
and plastic components in the People’s Republic of China (the
“PRC”). As at 30 June 2019, the ultimate shareholders of the
Group are Mr. Li Pui Leung, Mr. Yung Kin Cheung Michael and
Mr. Lee Leung Yiu (the “Ultimate Shareholders”), each holding
an effective equity interest of 28.69%, 17.85% and 17.22% in
the Company, respectively.

On 20 December 2013, the Company completed public
offering and shares of the Company were listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

This interim financial information (“Interim Financial
Information”) is presented in Hong Kong dollar (‘HK$”), unless
otherwise stated.

This Interim Financial Information was approved for issue on
23 August 2019 and has not been audited.

BASIS OF PREPARATION

This Interim Financial Information for the six months ended 30
June 2019 (the “Period”) has been prepared in accordance
with Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by Hong Kong Institute of Certified
Public Accountants. This Interim Financial Information should
be read in conjunction with the annual financial statements
for the year ended 31 December 2018 (“2018 Financial
Statements”), which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRS”).
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Notes to the Interim Financial Information (Continued)

o 50 B 55 L B e ()

(All amounts in HK dollar thousands unless otherwise stated)

3. ACCOUNTING POLICIES

36

3.1 New and amended standards adopted

by the Group

The accounting policies applied are consistent with
those of the annual financial statements for the year
ended 31 December 2018, as described in those
annual financial statements, except for the estimation of
income tax using the tax rate that would be applicable to
expected total annual earnings and the adoption of new
or amendments to HKFRSs effective for the financial
year beginning 1 January 2019.

The Group has adopted HKFRS 16 retrospectively from
1 January 2019, but has not restated comparatives
for the 2018 reporting period, as permitted under the
specific transitional provisions in the standard. The
reclassifications and the adjustments arising from
the new leasing rules are therefore recognised in the
opening balance sheet on 1 January 2019.
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Notes to the Interim Financial Information (Continued)

AR RS E R RE ()

(Allamounts in HK dollar thousands unless otherwise stated) (FRBEHBESIN * FTESEHUTELES)
3. ACCOUNTING POLICIES (Continued) 3. g?l‘ﬂ(%(f)
3.1 New and amended standards adopted 3.1 RE| Hé E’J el R &

by the Group (Continued)
(@) Adjustments recognised on adoption of HKFRS
16

On adoption of HKFRS 16, the Group recognised
lease liabilities in relation to leases which had
previously been classified as ‘operating leases’
under the principles of HKAS 17 Leases. These
liabilities were measured at the present value of
the remaining lease payments, discounted using
the lessee’s incremental borrowing rate as of 1
January 2019. The weighted average lessee’s
incremental borrowing rate applied to the lease
liabilities on 1 January 2019 was 4.76%.

RMBEEMEREERSE
1655 FrE R AU A 2L

AR BB B 15 S R
F165RE - AKBEEE
AIRBEERBGTERF7

REEMNRADEA &
2HE I NHERRBE
A - ZFBEDUFRK
HENRENREGTE
A AR2019F 1 A
1H K28R F EiErT
Pri8 o & AR 2019 F 1

A1RERZHEAED
MEFHEEERNNER
4.76% °
HK$’000
FHET
Operating lease commitments disclosed R2018F 12 H31HEFER
as at 31 December 2018 KE TS AR 232,641
Discounted using the lessee’s incremental AR AR B ER A BRI S1E
borrowing rate of at the date of initial RFREITHIIR
application 212,608
(Less): short-term leases recognised ona  (Bl) : W EGEAFEEER ARIMNE
straight-line basis as expense HHEE (422)
(Less): low-value leases recognised on a OR)  HEGEZREERERAFAINE
straight-line basis as expense BEHAE (39)
Lease liability recognised as at R2019F1 A1 HBANEELRE
1 January 2019 212,147
Of which are: HAaF:
Current lease liabilities mEAEARE 58,039
Non-current lease liabilities nBHEEAE 164,108
212,147
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3. ACCOUNTING POLICIES (continued) 3.

38

3.1 New and amended standards adopted

by the Group (Continued)

(a)

(BRAEFHAES - FTESRIUTEITES))

SEBCR @)
31 AEERMNFET RE
&&T 2 Bl ()

Adjustments recognised on adoption of HKFRS
16 (Continued)

The associated right-of-use assets for property
leases were measured on a retrospective basis as
if the new rules had always been applied. Other
right-of use assets were measured at the amount
equal to the lease liability, adjusted by the amount
of any prepaid or accrued lease payments relating
to that lease recognised in the balance sheet as at
31 December 2018. There were no onerous lease
contracts that would have required an adjustment
to the right-of-use assets at the date of initial
application.

The recognised right-of-use assets relate to the
following types of assets:

RABBYBREEDSE
165R iR 2 ()

VEHEMRBZERESRE
ENEBEPEREEFE
W AR AT EER -
HEmFERAEEEDLREE
REEBENSETE
A B A% R A 2018 6F 12 A
SIHEEEBEBERERZ
HEBBMEMNNERE
ENFMERGREETH
BEo-RERERBH  #
EEEEHREANTEY
FRAEEEETRAZE -

EHERNEAEEERIN

THRANEERR
30 June 1 January
2019 2019
20194 20194
6H30H 1H1H
HK$’000 HK$'000
TET FHAT

178,537

Properties Y 212,147
Total right-of-use assets FEHEEERRE 212,147
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Notes to the Interim Financial Information (Continued)
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(Al amounts in HK dollar thousands unless otherwise stated)

3. ACCOUNTING POLICIES (Continued)

3.1 New and amended standards adopted

by the Group (Continued)

(a) Adjustments recognised on adoption of HKFRS (a)

16 (Continued)

The change in accounting policy affected the
following items in the balance sheet on 1 January

2019:

o right-of-use assets — increased by
HK$212,147,000

o lease liabilities — increased by
HK$212,147,000

The Group has identified that there was no impact

on retained earnings on 1 January 2019.

(i) Impact on segment disclosures

Profit before income tax for the Period is
decreased as a result of the change in
accounting policy. The following segments

were affected by the change in policy:

(BRAEHAEIN

 FFAERIATETLZS)

3.1 ZIKE'%T:T{,..WE’J?F)T HPSE

RMEBMBEREERE
1657 By ERR MY 2 (4])

R2019F1A1H » €5t
REHFETINEERAR
*HIER

o (FRAEEE — EM
212,147,000/ 7T

o HMERME — BN
212,147,0007% 7T

AEBEDHAIN2019F1 A

18 2 REHFEREFIY

@,

() HHHBEEER
288
HAEHERED -

7 BAFE B P A5 756 A
MEM TR - ToD
MREBREGHTE

Decreased in
profit before
income tax
FRERS B AT

Y 3R
HK$’000
FHAT

Mold fabrication
Plastic components manufacturing

BASUE
YT I AR BE

(1,261)
(3,730)

(4,991)

RIEEGER) AR DA

—O—h&Edh#HRs 39
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3. ACCOUNTING POLICIES (Continued)

40

(BRABFHAES -

3.1 New and amended standards adopted

by the Group (Continued)

(@) Adjustments recognised on adoption of HKFRS

16 (Continued)

(i) Practical expedients applied

In applying HKFRS 16 for the first time,
the Group has used the following practical
expedients permitted by the standard:

the use of a single discount rate to
a portfolio of leases with reasonably
similar characteristics

reliance on previous assessments on
whether leases are onerous

the accounting for operating leases with
a remaining lease term of less than 12
months as at 1 January 2019 as short-
term leases

the exclusion of initial direct costs for
the measurement of the right-of-use
asset at the date of initial application,
and

the use of hindsight in determining the
lease term where the contract contains
options to extend or terminate the
lease.

TK Group (Holdings) Limited  Interim Report 2019
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3. ACCOUNTING POLICIES (Continued)

3.1 New and amended standards adopted
by the Group (Continued)

(a)

(b)

Adjustments recognised on adoption of HKFRS
16 (Continued)

(i) Practical expedients applied (Continued)

The Group has also elected not to reassess
whether a contract is, or contains a lease
at the date of initial application. Instead, for
contracts entered into before the transition
date the Group relied on its assessment
made applying HKAS 17 and HK(IFRIC)
Interpretation 4 Determining whether an
Arrangement contains a Lease.

The Group’s leasing activities and how these
are accounted for

The Group leases various offices and plants. Rental
contracts are typically made for fixed periods
of 3 to 8 years. Lease terms are negotiated on
an individual basis and contain a wide range
of different terms and conditions. The lease
agreements do not impose any covenants, but
leased assets may not be used as security for
borrowing purposes.

Until the 2018 financial year, leases of property
and plant were classified as operating leases.
Payments made under operating leases (net of any
incentives received from the lessor) were charged
to profit or loss on a straight-line basis over the
period of the lease.

(BR=EFH

EIN - A SRIATHEILES)

DETBER @)
31 AEERMNFET RE
&&T ZE Bl (&)

(a)

(b)

RIEEGER) AR DA

RABBYBREEDSE
1655 R 2 ()

(i) FIERAOAITEES
= (#E)

AEEBTCEENE
BRERHREH
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3. ACCOUNTING POLICIES (Continued)

42

3.1 New and amended standards adopted
by the Group (Continued)

(b)

The Group’s leasing activities and how these
are accounted for (Continued)

From 1 January 2019, leases are recognised as a
right-of-use asset and a corresponding liability at
the date at which the leased asset is available for
use by the Group. Each lease payment is allocated
between the liability and interest expenses. The
interest expenses is charged to profit or loss over
the lease period so as to produce a constant
periodic rate of interest on the remaining balance
of the liability for each period. The right-of-use
asset is depreciated over the shorter of the asset’s
useful life and the lease term on a straight-line
basis.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the following lease
payments:

° fixed payments (including in-substance
fixed payments), less any lease incentives
receivable

o variable lease payments that are based on an
index or a rate

o amounts expected to be payable by the
lessee under residual value guarantees

o the exercise price of a purchase option if the
lessee is reasonably certain to exercise that
option, and

o payments of penalties for terminating the
lease, if the lease term reflects the lessee
exercising that option.
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Notes to the Interim Financial Information (Continued)
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3. ACCOUNTING POLICIES (Continued)

3.1 New and amended standards adopted
by the Group (Continued)

(b)

The Group’s leasing activities and how these
are accounted for (Continued)

The lease payments are discounted using the
interest rate implicit in the lease. If that rate
cannot be determined, the lessee’s incremental
borrowing rate is used, being the rate that the
lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value in a
similar economic environment with similar terms
and conditions.

Right-of-use assets are measured at cost
comprising the following:

o the amount of the initial measurement of
lease liability

o any lease payments made at or before
the commencement date less any lease
incentives received

° any initial direct costs, and

° restoration costs.

Payments associated with short-term leases and
leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of
12 months or less.
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Notes to the Interim Financial Information (Continued)
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3. ACCOUNTING POLICIES (continued) 3. %E‘I‘B{%(gﬁ)
3.2 Impact of standards issued but not yet 3.2 EEMEREEHKE
applied by the Group ARERM L

Effective for
annual periods
beginning on or after

RUTBHsS 2 &B%H
ZFEEHBER
Amendments to HKFRS 10 and Sale or Contribution of Assets The effective date
HKAS 28 between an Investor and its has now been deferred
Associate or Joint Venture
ERMBRELEANFI0FREEGTE REFHBEBEARHA/ERELZ A R A BRER B
Bl 2858 B ET FOEEHESEA BIEE
Amendments to HKAS 1 and HKAS 8  Definition of Material 1 January 2020
HREGAERFE IR KBS ER BERNESE 20201 A1H
EBHAEFT
Amendments to HKFRS 3 Definition of a business 1 January 2020
BBM SR E LR EIRHERT E = 0haE 20201 A1H
Conceptual Framework for Financial 1 January 2020
Reporting 2018
2018F I 15 ¥R = VL HE SR 20201 A1H
HKFRS 17 Insurance Contracts 1 January 2021
BBV B ELRNE175R RiE L 20211 A1H
The Group is in the process of making an assessment of AREEBFZFI(ERAERLESFT
the impact of these new and revised HKFRS upon initial REIEETE BB HELENZE -
application. So far the Group has identified no aspects of REHZS M ARABRIENT BT E
the new and revised standards and interpretations that A R2ENTRAAEESRS Y AER
are expected to have significant financial impact on the M SE NS E RS2 -

Group’s performance and position.
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4.

Notes to the Interim Financial Information (Continued)

(Al amounts in HK dollar thousands unless otherwise stated)

ESTIMATES

The preparation of the Interim Financial Information requires
management to make judgments, estimates and assumptions
that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates.

In preparing this Interim Financial Information, the significant
judgments made by management in applying the Group’s
accounting policies and the key sources of estimation
uncertainty were the same as those that applied to 2018
Financial Statements.

FINANCIAL RISK MANAGEMENT
5.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price
risk), credit risk and liquidity risk.

This Interim Financial Information does not include all
financial risk management information and disclosures
required in the annual financial statements, and
should be read in conjunction with the 2018 Financial
Statements.

There have been no changes in the risk management
function since 31 December 2018 or in any risk
management policies since 31 December 2018.
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Notes to the Interim Financial Information (Continued)
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5. FINANCIAL RISK MANAGEMENT

(Continued)

46

5.2

5.3

Liquidity risk

Compared to 31 December 2018, there was no material
change in the contractual undiscounted cash outflows
for financial liabilities. The Group exercises prudent
liquidity risk management by maintaining sufficient cash
and bank balances. The Group’s liquidity risk is further
mitigated through the availability of financing through
its own cash resources and the availability of banking
facilities to meet its financial commitments. In the
opinion of the directors, the Group does not have any
significant liquidity risk.

Fair value estimation

The table below analyses financial instruments carried at
fair value, by the levels of inputs to valuation techniques.
The inputs to valuation techniques are categorised into
three levels within a fair value hierarchy, as follows:

e |level1 — Quoted prices unadjusted in active

markets for identical assets or liabilities.

e |evel 2 — Inputs other than quoted prices included
within level 1 that are observable for the
asset or liability, either directly that is, as
prices or indirectly that is, derived from
prices.

e |evel 3 — Inputs for the asset or liability that are not
based on observable market data that is,

unobservable inputs.

The Group’s financial assets at fair value through profit
or loss are carried at fair value based on level 3 valuation
method.
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Notes to the Interim Financial Information (Continued)
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(Allamounts in HK dollar thousands unless otherwise stated) (FRBEHBESIN * FTESEHUTELES)

5. FINANCIAL RISK MANAGEMENT 5. BXREKRER
(Continued) (&)
5.3 Fair value estimation (Continued) 5.3 A AEEMFT @
This section explains the judgments and estimates made AREEANEETRBERRPER
in determining the fair values of the financial instruments EEZARBEAEMNSRIARD
that are recognised and measured at fair value in the SEEREDMHE Rt B
financial statements. To provide an indication about the SBHEEBEFALBERBG A
reliability of the inputs used in determining fair value, the SE A RHEE  KNEBRD K
Group has classified its financial instruments into the SRR ERESRIAD R
three levels prescribed under the accounting standards. —REEH - FEFR T ERB -
An explanation of each level follows underneath the
table.
Level 1 Level 2 Level 3 Total
£-E EZE E=E @t

Note ~ HK§000 ~ HK$000 ~ HK$'000  HK$'000
fireE TR TR TETL TETL

Recurring fair value measurements 14201956 4308

at 30 June 2019 BEMANEETE
Financial assets SREE
Financial assets at far value through ~~ BAA 7 (EfEEf 8 BHEFE A
profit or loss - non current BRENEBEE-#TD
Unlisted equity investments FLmiERE 8 23,621 23,621
Total financial assets CHAEDE - 23,621 23,621
Level 1 Level 2 Level 3 Total
F—[E F_E F=E a5t

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

Recurring fair value measurements  #2018512H31H

at 31 December 2018 BEHALEETE
Financial assets tHEE
Financial assets at fair value through AR L BEFE AAEHTA

profit or loss - non current BENEBEAE- IR

Unlisted equity investments FEmRER - - 23,621 23,621
Total financial assets cHEELE - - 23,621 23,621
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5. FINANCIAL RISK MANAGEMENT

48

(Continued)

5.3 Fair value estimation (Continued)

The fair value of the unquoted equity investments has
been determined using valuation techniques such
as comparable company valuation multiples, recent
transaction prices of the same or similar instruments,
with appropriate adjustments made where applicable,
for example, for lack of liquidity using option pricing
models. The valuation requires management to make
certain assumptions about unobservable inputs to the
model, which mainly include historical volatility and
estimated time period prior to the listing of the unguoted
equity instruments, etc. The fair value of the unquoted
equity investments is not significantly sensitive to a
reasonable change in these unobservable inputs.

Other than the financial assets at fair value through
profit or loss, the carrying amounts of the Group’s
other financial assets (including cash and cash
equivalents, deposits for bank borrowings, trade and
other receivables), trade and other payables and bank
borrowings approximate their fair values.
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Notes to the Interim Financial Information (Continued)

(Al amounts in HK dollar thousands unless otherwise stated)

SEASONALITY

The Group’s sales volume has historically been affected by
seasonality. As the Group’s products are used by the Group’s
customers in their respective manufacturing processes, the
demand for the Group’s products fluctuates in accordance
with fluctuations in the demand for their products. A significant
portion of the Group’s downstream industries has generally
been in higher demand in the second half of each calendar
year due to the seasonal purchase patterns of consumers
such as Thanksgiving Day and Christmas holidays. As a
result, it is expected that the revenue in the second half of
the year will be higher than that of the first half of the year.
In the financial year ended 31 December 2018, 45% of
revenue accumulated in the first half of the year, with 55%
accumulating in the second half of the year.

SEGMENT INFORMATION

The chief operating decision-maker has been identified as
the executive directors of the Group. The executive directors
review the Group’s internal reporting in order to assess
performance and allocate resources and have determined
the operating segments based on the internal reports that
are used to make strategic decisions. During the Period, the
Group has 21 operating segments, out of which 11 operating
segments relating to the mold business are aggregated into
‘mold fabrication’ operating segment as they have similar
economic characteristics and satisfy all conditions and
meet all the aggregation criteria in HKFRS 8; the remaining
10 operating segments relating to the plastic business
are aggregated into ‘plastic components manufacturing’
operating segment as they have similar economic
characteristics and satisfy all conditions and meet all the
aggregation criteria in HKFRS 8. Accordingly, the executive
directors consider the nature of the Group’s business and
determine that the Group has two reportable segments
as follows: (i) mold fabrication and (ii) plastic components
manufacturing.

The executive directors assess the performance of the
operating segments based on their revenue and gross profit
and do not assess the assets and liabilities of the operating
segments.
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Notes to the Interim Financial Information (Continued)
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7.

20

SEGMENT INFORMATION (continued) 7. oEER @)

Sales between segments are carried out on terms equivalent SDEEEENIERATEXSEAN
to those that prevail in arm’s length transactions. B EZRHELT -

Segment information for consolidated AHEASWNB RN D IPER

statement of comprehensive income

Six months ended 30 June
HZ6A30H1LAMEA
Plastic components
Mold fabrication manufacturing Total
HERE TEAKRE b

2019 2018 2019 2018 2019 2018

Revenue KA
Segment revenue LELON 364,845 EECREINN 675,035 QGRS 1,039,880  REORRCEL
Inter-segment revenue elimination AEERAER KICREE  (26,334) - S (34,935) VIR

Revenue from external customers IEEPUA 329,910 ERKCKLYAN 675,035  EEGR:0IN 1,004,945 RO
At a point in time REFBZ 329,910 339,857 675,035 685,808 RMIEREERS 1,025,665

Timing of revenue recognition WA ERET

Segment results DEEE 109,946 124,885 166,424 198,518 276,370 323,403
Other income and other losses - net Hib A RH b EE -8 14,098 (3,470)
Selling expenses BERY REWEE  (39,418)
Administration expenses G R (120,921)
Finance (cost)/income - net BEKA)/ WA -FE (94) 4,187
Profit before income tax BRFTE B DS R 136,936 ERLENEY
Non-current assets, other than financial instruments and IRBEE(CRTARBEEMERE
deferred income tax assets, by country: ERSN) - HEIR -

30 June 31 December

2019 2018
20194 20184
68308 12H831H

PRC Hh 803,986 557,426
Germany =k 11,393 8,617

566,043
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Notes to the Interim Financial Information (Continued)

o 8 B R R B e (A

(Al amounts in HK dollar thousands unless otherwise stated) (BkRABHRFAEIN - FTESREHATEITES)

8. FINANCIAL ASSETS AT FAIR VALUE 8. X

THROUGH PROFIT OR LOSS FABENEREE
30 June 31 December
2019 2018
201945 20184
6H30H 12H31H
Unlisted equity investment JEETIRFERE 23,621
The following table presents the changes in level 3 TERE2¥EHE2019F6 A30H IE¥ 5
instruments for the half-year ended 30 June 2019: F=RTAZES
Unlisted
equity
investment
F¥ET
BERE
Balance as at 30 June 2019 and R2019F6 308 &

31 December 2018 2018F12A31 H & & 23,621
As at 30 June 2019, the management of the Group has M2019%6 A30H ' AEEEERED
assessed the fair value of financial assets at fair value through FEUAAABEEE AT AR
profit or loss and held the view of no significant changes SHEMEEZARLEBE  UARAABK
between investment cost and fair value. BRRARENH EETEEAGD) -
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Notes to the Interim Financial Information (Continued)

P AR B A5 R RE (4]

(Al amounts in HK dollar thousands unless otherwise stated)

(BRAEFHAES - FTESRIUTEITES))

9. INTANGIBLE ASSETS, PROPERTY, 9. gﬁﬁ?ﬁé . %* - BER
PLANT AND EQUIPMENT AND RIGHT- RBLURFERHESRE
OF-USE ASSETS

Property,
Intangible plant and Right-of-
assets equipment use assets
WE- BER
BEEE BB CAEEE
Net book amount as at MA2019F18A1HH
1 January 2019 REFE 11,693 516,190 212,147
Additions NE 1,735 124,160 45
Disposals BE = (212) =
Currency translation differences E R ERH 18 387 433
Amortisation/depreciation i ITE (2,246) (61,305) (34,088)
Net book amount as at 20196 A30H Y
30 June 2019 REFE 579,220 178,537
Net book amount as at MA2018F1HA1HH
1 January 2018 REFE 12,124 415,697 -
Additions VN1 1,679 57,369 -
Disposals RE - (825) -
Transfers R - 12,455 -
Currency translation differences [E R =% 97 3,290 -
Amortisation/depreciation e ITE (2,221) (48,710) -
Net book amount as at 201856 A30H 1Y
30 June 2018 BREFE 11,679 439,276 -

10. INVENTORIES 10. &

30 June 31 December

2019 2018

20194 20184

6H30H 12H31H

Raw materials R R 43,330 28,648
Work in progress ES 286,478 248,300
Finished goods RURY Th 61,146 68,661
390,954 345,609
Less: allowance for impairment B ORE RS (3,552) (2,441)

92

387,402 343,168
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Notes to the Interim Financial Information (Continued)

(Al amounts in HK dollar thousands unless otherwise stated)

11. TRADE AND OTHER RECEIVABLES

P HA B A5 R M R (4]

(BRAEFHAESN - AU TEITES)

1. EZ R EMBEBWFIR

30 June 31 December

2019 2018
20195 20184
6A30H 12H31H

309,943 308,719
(4,119) IGREY

Trade receivables g 5 W EIE
Less: allowance for impairment W ORERE
Trade receivables, net E 5 W I TR
Prepayments and deposits TERRIBE RiRE
Export tax refund receivables H C R A e IR
Value-added tax recoverable BEdER L E
Advances to employees Bl BEN
Others HAh

305,830 302,469
58,346 27,827
10,585 10,568

5,174 8,579
3,082 4,510
3,760 1,365

355,318

The credit period granted to customers is generally between
30 and 90 days. The ageing analysis of the trade receivables
from the date of sales is as follows:

BEFEPHNEEMNBEN FI0E0R
2 - BIEE A HEE S RUGIRN
BRIk DOMTIAE -

30 June 31 December

2019 2018
20194 20184
68308 12H31H

Less than 3 months —BANUA
More than 3 months A =& A

but not exceeding 1 year BAEA—F
More than 1 year —FLA

266,840 284,170

42,012 23,289
1,091 1,260

309,943 308,719

The Group’s sales are made to various customers. While there
is concentration of credit risk within a few major customers,
these customers are reputable with good track record.

As at 30 June 2019, no trade receivables (31 December 2018:
Nil) were past due date but not impaired.

AEEWHERATRZELIESL - #
REERBRETFRIBEEZEF - B
REBPEEGE  REBRENE

MR2019F6 A30H @ HEHE 5 EWR
H(2018F 12 A31H : |)DBEABE K
A o
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Notes to the Interim Financial Information (Continued)

P AR B A5 R RE (4]

(Al amounts in HK dollar thousands unless otherwise stated)

12. SHARE CAPITAL AND SHARE

13.

54

PREMIUM

Number of
ordinary
shares
ZEREA
(thousands)

(Fh)

As at 1 January 2019 and 201951818 K

30 June 2019 and 201956AH30H &
1 January 2018 and 2018F1 818K
30 June 2018 20186 A30H 833,260

TRADE AND OTHER PAYABLES

(BRAEFHAES - FTESRIUTEITES))

12. RAR R 2% E

Share Share
capital Premium Total
&N 473 58 et

(HK$'000)  (HK$'000)  (HK$'000)
(F%&T) (F&1) (F#&mx)

83,326 251,293 334,619

13. EZ R H BN I

30 June 31 December

Trade payables (a)

Wages and staff welfare benefits payable
Accrual for expenses and other payables
Other taxes payable

B 5N E()
M TEREBRRH

FERT RS S EL M A5 3R

Hofth B FH IR

2019 2018
20194 20184

6H30H 12831H

289,094 307,774

79,668 121,906

18 16,892 19,245

6,248 7,676

456,501

(@) The ageing analysis of the trade payables based on the
goods/services receipt date is as follows:

@ EBIHENREREY,REEK

HERBRER DATAN T -
30 June 31 December
2019 2018
20194 20184
6H30H 12H31H

Within 90 days
91 - 120 days
121 — 365 days
Over 365 days

90H A

91%&120H
121E365H
HBim365H

246,139 235,252
25,894 41,388
14,895 29,893

2,166 1,241

289,094 307,774
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Notes to the Interim Financial Information (Continued)

(Al amounts in HK dollar thousands unless otherwise stated)

P HA B A5 R M R (4]

(BRAEFHAESN - AU TEITES)

14. BORROWINGS 14. 8 &
30 June 31 December
2019 2018
2019%F 20184
6H30H 12H31H
Non-current JERNER
Bank borrowings RITEE
— unsecured — fm K A 450,153 265,262
Less: current portion of non-current B SERNEREE 2R ENE o
borrowings (60,672) (30,248)
389,481 235,014
Current BN HA
Short-term bank borrowings — secured (a)  BEHIRITEE — G () 76,970
Current portion of non-current borrowings ~ JEENERE &~ REIZEH 30,248
169,773 107,218
Total borrowings BEHREE 342,232
Movements in borrowings are as follows: BEEZHHMT -
Six months ended 30 June
HZ6HA30HIEA@EA
2019 2018
Opening balance as at 1 January W1 A1 BB 342,232 97,915
Proceeds from borrowings EEmETIE 353,229 87,590
Repayments of borrowings BEEX (133,837) (17,021)
Currency translation differences PE 5 =58 (2,370) (950)
Closing balance as at 30 June 76 A 308 Ky HR4R 45 84 167,534
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Notes to the Interim Financial Information (Continued)

P AR B A5 R RE (4]

(Al amounts in HK dollar thousands unless otherwise stated) (B RHBHFAEIN - FTESREHATEITES)

14. BORROWINGS (Continued) 14. 5 & )
(a) As at 30 June 2019, bank borrowings amounting to (@) M2019F6H30RH ' RITEE
HK$109,101,000 (31 December 2018: HK$76,970,000) 109,101,000 7T (20184F 12 A
were secured over the following: 318 : 76,970,000/ 7T ) J5 A A
TIE B EEIT -

30 June 31 December
2019 2018
20194 20184
6H30H 12H31H
Bank deposits IRITIER 115,588 84,975

(o)  The carrying amounts of the borrowings are o) EENERAEKRNIEEE :

denominated in the following currencies:

30 June 31 December

2019 2018
20194 20184
68308 12A31H

HK$ BT 450,153 265,262
EUR BT 109,101 76,970

342,232

56 TK Group (Holdings) Limited  Interim Report 2019



Notes to the Interim Financial Information (Continued)

P HA B A5 R M R (4]

(Al amounts in HK dollar thousands unless otherwise stated) (B BAEHBESIN * FIBEEHUTETZS)

15. LEASES 15. HE
(@) Amounts recognised in the balance (@) REEEBRER S
sheet XH
At 30 June
2019
M2019F
6H30H
Right-of-use assets (Note 9) ERAEEE (M)
- Properties — 178,537
Lease liabilities HEEE
- Non current —ERD 123,914
- Current — K& 59,527
183,441
Additions to the right-of-use assets during the Period are RARHEIENR B (F B A E45,000
HK$45,000. HTT ©
(b) Amounts recognised in the statement (b) Rzl EZRER S
of comprehensive income ZA
For the period
ended
30 June 2019
BZ2019F
6H30H
LEEAR
Depreciation of right-of-use assets FRAEEENE 34,088
Interest expenses FMEMZ 4,866

38,954
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Notes to the Interim Financial Information (Continued)

o 8 B 35 R B e (4D

(Allamounts in HK dollar thousands unless otherwise stated) (FRBEHBESIN * FTESEHUTELES)

16. DEFERRED INCOME ON 16. BT 8 B3R 2 XA
GOVERNMENT GRANTS
The amount represented various subsidies granted by and BSBEETREMBTHER LT
received from local government authorities in the PRC. The BTHZIEME - BT BIETKRA
movements in deferred income on government grants are as REEIINT ¢
follows:

Six months ended 30 June

BZ6H30HLX<EA
2019 2018
Opening balance as at 1 January M1 H1 BB ER )& R 23,793 11,443
Receipt of grants WEIHFBh& 12,922 4,087
Recognised in the profit or loss RiERRER (2,914) (1,700)
Currency translation differences X ERE (64) 17
Closing balance as at 30 June 76 A 30 B B B4 4 84 13,847

17. DEFERRED INCOME TAX ASSETS AND 17. EZFfiEBEERAE
LIABILITIES

The movements in deferred income tax assets and liabilities M RMIELEF SR EELRBEES
before offsetting are as follows: W

Six months ended 30 June

BZE6H30HLX<EA
2019 2018
Deferred income tax assets EEREBHEE
Opening balance as at 1 January M1 A1 B8R A 2,796
Recognised in the profit or loss MRIBEERIER 376
Currency translation differences MEH ZER 24
Closing balance as at 30 June 76 A 30 H By B A 4 84 3,196
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17.

18.

Notes to the Interim Financial Information (Continued)

(Al amounts in HK dollar thousands unless otherwise stated)

DEFERRED INCOME TAX ASSETS AND
LIABILITIES (Continued)

P HA B A5 R M R (4]

(BRAEFHAESN - AU TEITES)

17. EEFIEHREERERE

(%)

Six months ended 30 June
B Z6H30B LLAER
2019

2018

EEFREHAR

Deferred income tax liabilities

Opening balance as at 1 January W1 A1 B ERYIES & 10,490
Recognised in the profit or loss RiE=RTER -
Currency translation differences [ 5 =58 (390) (4)
Closing balance as at 30 June M6 A30H K EiLR 44 10,486

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income
tax relates to the same taxation authority and are in the same
entity within the Group.

As at 30 June 2019, deferred income tax assets and
deferred income tax liabilities were offset to the extent of
HK$6,615,000 (31 December 2018: HK$5,338,000).

OTHER INCOME AND OTHER LOSSES
- NET

WAXEAITERNGNBHIBEE
HEHRIBAGBERSE  BERE
BHREBBURESRASRERNERER
ZIEEFRRE > RS EHETMER
BERERE-

MR2019F6 A30H @ EREFAEHRE
EREEMESHEBED BT KH
6,615,000 7t (2018412 A31 1 :
5,338,000/ 7T) °

18. HbI AR Eth&518 — F 58

Six months ended 30 June
HZ6H30HLLAER
2019

2018

Other income Habg A
Sales of scrap and surplus materials $HE R R RIS R 6,397
Government subsidies BT f 5,499
Others H 126
12,022
Other losses - net HihEE - F8E
Net foreign exchange losses b 51 F RE (10,835) (15,407)
Gains/(losses) on disposal of property, HEWE  FHEMRED
plant and equipment Wz, (&) 2,196 (85)
(8,639) (15,492)

RIEEGER) AR DA
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Notes to the Interim Financial Information (Continued)

P AR B A5 R RE (4]

(Al amounts in HK dollar thousands unless otherwise stated) (B RHBHFAEIN - FTESREHATEITES)

19. EXPENSES BY NATURE

Changes in inventories of finished goods
and work in progress

Raw materials and consumables used

Employee benefit expenses

Subcontracting expenses

Depreciation of property,plant and
equipment and amortisation of
intangible assets

Depreciation of right-of-use assets

Water and electricity expenditures

Transportation and travelling expenses

Other taxes and levies

Commission expenses

Maintenance expenses

Advisory and legal service expenses

Advertising and promotion fees

Security and estate management expenses

Auditors’ remuneration

Utilities and postage fees

Allowance/(reversal of allowance) for
impairment of inventories

Customs declaration charge

Donations

Bank charges and handling fees

Operating lease payments

(Reversal of allowance)/allowance for
impairment of receivables

Other expenses

19. ZMEE SHMAX
Six months ended 30 June
HZ6H30H1EA@EA
2019 2018
R mEFRmTEEE)
(30,663) (49,554)
R R R R 370,398 372,051
EERAFZ 282,064 283,869
RIEH 77,875 93,705
ME - BEREETE
VAR B FE R 88
63,551 50,931
FREEETE 34,088 -
KEEH 23,024 18,830
Ew R ERAY 21,655 24,132
HAHi & 5,913 7,735
HeER 6,651 3,958
HIEBH 4,984 6,160
BARERERBH Y 3,308 3,519
EEREREER 3,271 2,738
RERMEERE 3,093 2,792
1% 2R B 357 T 2,042 2,385
HEBRNEE 2,051 2,124
GERERS (BERD)
1,111 (1,090)
REE 1,124 1,225
Ei=ti 1,101 1,389
BTKBLFES 756 541
KERENR 360 29,531
FEUR R IE (BB R E),
BB (2,137) 175
M 6,393 5,455
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Notes to the Interim Financial Information (Continued)

P HA B A5 R M R (4]

(Allamounts in HK dollar thousands unless otherwise stated) (FRBEHBESIN * FTESEHUTELES)

20. FINANCE (COST)/INCOME - NET 20. BE(RA), WA — F5E

21.

Interest income:
— Interest income on bank deposits
— Interest income from financial assets
at fair value through profit or loss

Interest expenses:
— Bank borrowings
— Lease liabilities

Six months ended 30 June
HZ6H30B LAEA
2019 2018
FEYA -
—IRITFEREF B A 1,632
—UAnEEFEEES
FFABENEREEDN
FEWA 3,567
5,199
FMERY :
—RITEE (6,042) (1,012)
—HE&E (4,866) -

Finance (cost)/income — net

4,187

AE(RA) A — 8

INCOME TAX EXPENSE 21. FRBHHAX

Hong Kong profits tax has been provided at the rate of 16.5% EENEFBE TR E AN (L5t e
on the estimated assessable profit for the Period. BRBUENIRT EA6.5%EHE

Taxes on overseas profits have been calculated at the rates of BANHEMNTBEENEFTBZEMREN
tax prevailing in the jurisdictions in which the Group operates, LRERENIEAXRE 2B LER
based on existing legislation, interpretations and practices in BZE R ERRNRITRETE -

respect thereof.

The PRC corporate income tax (“CIT”) was calculated based REDERSH(TOEMER]) VR
on the assessable profits of the Group’s subsidiaries located EAREFRMNFEKNEB AT R AREEH
in the PRC for the Period at the rate of 15% and 25% FERBUHEMIZBEARZE RN T X

applicable to the respective companies.

15% N 25%5t 5 -
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Notes to the Interim Financial Information (Continued)

o 50 B 55 L B e ()

(All amounts in HK dollar thousands unless otherwise stated)

21.

22.

62

INCOME TAX EXPENSE (Continued)

According to the CIT Law, starting from 1 January 2008, a
withholding income tax of 10% will be levied on the immediate
holding companies outside the PRC when their PRC
subsidiaries declare dividend out of the profits earned after
1 January 2008. A lower 5% withholding income tax rate is
applied when the immediate holding companies of the PRC
subsidiaries are established in Hong Kong and fulfill certain
requirements under the tax treaty arrangements between the
PRC and Hong Kong.

(BRABFHAES -

AN TEITE)

21. FiE8MA X @)

RIBEEMSHE - B2008F1H1H
B ERBIEINEEERARMNF
BB AR F2008F1 BE1HEBS B RAT
BEMEMPEREE  AEZEE
B AR EUR10% M TBINAEBH -
EFEMBARMNEEZEERARNE
B WHFEFRBEEFEBAFT A
TFEXLZHERE THE - AlIR5% A8
(KR R BN TR ATIS TR -

Six months ended 30 June
HZ6H30HIEAEA
2019 2018

BIEAFT1S R

Current income tax

- Hong Kong profit tax —BBNER 9,053
- PRC corporate income tax —FREEMER 14,431
— Income tax under-provided in —BEFEFRTEN
previous years FriS %1 241
Deferred income tax EEFTISHL (376)
e ..
EARNINGS PER SHARE 22. BIRER

Basic earnings per share are calculated by dividing the profit
attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the Period.

BRERBMIIARRBREHTE A
FEAE s MR AR HIE B 81T B B AR H
MEFHHEE -

Six months ended 30 June
HZ6H30HIEA@EA
2019 2018

Profit attributable to equity holders of
the Company (HK$’000)

Weighted average number of ordinary
shares issued (thousand)

(F7#7T)

(TR

AR SR A AR

B 31T H B AR IR 8

Basic earnings per share (HK cents)

FREXRAMNGEW)

114,123 140,432
833,260 833,260
16.9

As at 30 June 2019 and 30 June 2018, the diluted earnings
per share is the same as basic earnings per share due to the
absence of dilutive ordinary shares.
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Notes to the Interim Financial Information (Continued)

o 8 B 55 R B e (4D

(Al amounts in HK dollar thousands unless otherwise stated)

23. DIVIDENDS

On 283 August 2019, the board of directors resolved to declare
an interim dividend of HK5.0 cents per share (2018 interim:
HK6.0 cents per share). This interim dividend, amounting to
HK$41,663,000 (2018 interim: HK$49,995,600), has not been
recognised as a liability in this Interim Financial Information.

Dividends in respect of the year ended 31 December 2018
of HK$0.14 per ordinary share, amounting to a total of
approximately HK$116,656,000, were paid on 6 June 2019.

24. COMMITMENTS

(a)

(b)

Capital commitments

The Group has the following capital expenditure
committed but not yet incurred:

23. k2

A2019468A23H  EE g%k

(BRAEFHAESN - AU TEITES)

EACR

FREARY B AR 5.0/l (2018 F R H ¢
Fh&6.0781l) - £ %8 /841,663,000
JL (20184 FF 8 © 49,995,600/ 7T ) 2
FRHARR B R A A R BB 75 B R R R

RAfE -

HZE2018F12A31BILFEHMRKRE
48 5B 49116,656,00078 7T (5 I @ A%
0.14%7T) 2 N20195F6 AGH k3 -

24, i

(@) EAREE

REBFUTEAEZBRRES

In respect of the acquisitions of plant B EAWEERKE &
and equipment, contracted but not  REZ 2 ETL
provided for BR1ERHE

ZERRY
30 June 31 December
2019 2018
20194 20184
6H30H 12H31H
96,095 86,925

Operating commitments

The Group did not have any material operating
commitments which haven’t been recognised as
financial assets and liabilities as at 30 June 2019.

(b) & HEIE

MR2019F6 A30H » AREEIWE
AMAERAECREENEBEN
BRI -

RIEEGER) AR DA

ZO—NFhHRE
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Notes to the Interim Financial Information (Continued)

P AR B A5 R RE (4]

(Al amounts in HK dollar thousands unless otherwise stated) (B RHBHFAEIN - FTESREHATEITES)

25. RELATED-PARTY TRANSACTIONS 25. BEAIRS
The following is a summary of significant related party TN ARNEBEEEREFNHEES
transactions entered into the ordinary course of business BERITIIMNEAFEARIIHE -

between the Group and its related parties.

Transactions with related parties during the Period: AN ELREE T 2 R 5 ¢

Six months ended 30 June

BZ6H30HLX<EA
2019 2018
Addition of right-of-use assets NBEAEEE -_—
Interest expense on lease liabilities HEEENF S -
Repayment of lease liabilities EEHERE -
Operating lease expenses paid BEfEaHEER 25,135
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