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The board (the “Board”) of directors (the “Directors”) of Ka
Shui International Holdings Limited (the “Company”) is
pleased to announce the unaudited
results of the Company and its subsidiaries (collectively
the “Group”) for the six months ended 30 June 2019,
together with the comparative figures for
corresponding period in 2018.

Revenue

Cost of sales

Gross profit

Other income

Reversal of Impairment loss on trade
receivables

Selling and distribution expenses

General and administrative expenses

Other operating expenses and income

Profit from operations

Finance costs
Share of loss of associates

Profit before tax
Income tax expense

Profit for the period

Attributable to:
Owners of the Company
Non-controlling interests

Earnings per share
— Basic (HK cents)

— Diluted (HK cents)

interim financial

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

I’E'FB%r HH R Cl ?E

For the six months ended 30 June 2019 BHE =T —AFXA=+AHILAEA

EhBEEERERARAITARADESR(E
%J)i%?((é%?Dﬁk%*fﬁK“ﬂ&ﬁW
Bral(GEasAEEN#E_T— ni/\
STHALERNERAZREEZTHRUMBEE -

A-ZF-N\FRAZLERHETF -

For the six months ended

30 June
B=E<A=1+B1L~<EAR
2019 2018
—E-hE —\F
HK$’000 HK$’000
F T FAET
(unaudited) (unaudited)
(REEXK) (REEFEZ)
Note (restated)
K it (L=5)
PN 5 712,507 864,234
4 & AR (571,617) (689,845)
E 7 140,890 174,389
H bl A 6 9,050 5,109
E 5 E WG IE R AR B
(o] 2 8 33
HERDHERAX (15,048) (16,059)
— M RITERAX (109,266) (126,112)
Hpth &8 5 X KA 3,476 (1,664)
wERR 29,110 35,696
B & K Z!S 7 (6,280) (5,758)
e Sl (435) (481)
Fx B¢ Bl & Al 22,395 29,457
BT 15 %4 B 2 8 (8,138) (8,873)
HA Py it F 9 14,257 20,584
LT AL EGHELS:
PN/ W%Eﬁ;l%ﬁ/\ 14,480 19,862
FEPEAR = (223) 722
14,257 20,584
BEREH 11
— BEXRCEM) 1.62 2.22
— 58 OF1) 1.62 2.22
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CONDENSED GONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
BRGEERXRNEMEENRAR

For the six months ended 30 June 2019 HZ=-F—hAENA=1+HIEX

Profit for the period

Other comprehensive income:

ltem that will be reclassified to profit or l0ss:

Exchange differences on translating foreign
operations

Other comprehensive income for the
period, net of tax

Total comprehensive income
for the period

Attributable to:
Owners of the Company
Non-controlling interests

6 Ka Shui International Holdings Limited Z & BB E KR AR AR

@A

A P i 7

Hit 2 mEU R -

REETHEEEz
ZEH :
BEBIEHEE
ZIE R E R

HAakRBERbE®E
W

M2 mE s

KT AL RE{h s

ARBEDERAA
TR B 2

For the six months ended

30 June

BESA=tHILERER

2019
—T-hE
HK$°000
FETT
(unaudited)
(REE)

14,257

4,974

4,974

19,231

19,346

(115)

19,231

2018
—E-N\F
HK$’000
FAET
(unaudited)
(REeEz)
(restated)

(BE5)

20,584

(3,346)

(3,346)

17,238

16,636

602

17,238



CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B 03 &R S B B iR R &

As at 30 June 2019 R=ZE—NEFXA=1+H

As at As at
30 June 31 December
2019 2018

R=ZF-N%F R-ZT—N\%F
#»A=+H +-A=t+—H

HK$’000 HK$’000
FETT FET
Note (unaudited) (audited)
Bt aE (REEXK) (K =)
Non-current assets ERENEE
Property, plant and equipment VI - SR ERE 12 737,384 766,155
Right-of-use assets FREEE 13 10,030 —
Club membership EMeE 718 718
Investments in associates REERNB 2 E 9,561 9,931
Financial assets at fair value through & A F{Ez A H A1
other comprehensive income 2HEHKZE 2SR
(“FVTOCI”) BE - -
Deposits paid for acquisition of TENEEYSE - #
property, plant and equipment BEBRE2ES 7,638 8,287
Deferred tax assets BEERIBEE 215 215
765,546 785,306
Current assets RENEE
Inventories FE 200,549 244,755
Right of return assets R &E ZE 2 #F 111 111
Trade receivables E ZEWHRIE 14 302,699 376,785
Contract assets EHNEE 11,722 14,670
Prepayments, deposits and other TERRIE EHe R
receivables H b e U 518 43,025 40,842
Due from associates FEUWLESE & AR 2
KIE 99 108
Current tax assets BNHARE 18 & & 2,038 995
Restricted bank balances BRGIEITER 3,790 5,517
Bank and cash balances RITRIR & R 203,777 250,606
767,810 934,389
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

& 03 &7 & B 15 R i & (78)

As at 30 June 2019 RZT—NEFEXA=+H

Current liabilities
Trade payables
Contract liabilities
Refund liabilities
Lease liabilities
Other payables and accruals

Due to associates

Bank borrowings
Current tax liabilities

Net current assets
Total assets less current liabilities

Non-current liabilities
Bank borrowings
Lease liabilities
Deferred tax liabilities

NET ASSETS

Capital and reserves
Share capital
Reserves

Equity attributable to owners of
the Company

Non-controlling interests

TOTAL EQUITY

nEAEH

B 5 R 3R
BHAE
BREIE
HERAE

H At A R K
EETEH
B E R RIRR
RITHE K

B IAAE

MENEEFE

EEQERRDAR

kREBEE
RITER
HERE
ERERAEAE

EEFHE
BEXRf#E
[N
fi 18

AABEDZFEA A
FEA6 #E 2

FE4% B 2

B

8 Ka Shui International Holdings Limited Z & BB AR A A

As at

30 June
2019
R-ZTB—hE
~A=+H
HK$’000
FETT
(unaudited)
(REBZ)

Note
Bt &E

15 184,941
8,522

241

3,932

77,836

617

16 204,955
22,484

503,528

264,282

1,029,828

16 48,933
6,213
28,873

84,019

945,809

17 89,376
838,945

928,321

17,488

945,809

As at

31 December
2018
RZFE—\F
+—-—A=+—8
HK$’000
FETT
(audited)

(K 2&E=%)

264,032
1,500
241

95,284
3,257
242,854
44,118

651,286

283,103

1,068,409

81,848

28,701

110,549

957,860

89,376
850,881

940,257

17,603

957,860



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BRGCERZER

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

At 31 December 2018 RoZ-NEFZA=H-B 80376 204650 551482 8701 (9931) (37509 - 5 14177 B33 940257 17603 957,860

Total comprehensive income An2EhREE

for the period - - 14480 - - 486 - - - - 19346 (115 19231
Final dividends paid BRRERS = - 3128 = = = = = = - (31289 - (31282
At 30 June 2019 RZB-NERAZTH 89376 204650 534680 8701 (9931  (32637) = 5 141727 (8303 928321 17488 945,800
At 1 January 2018 RZZE-\§-F-H 80376 204650 428796 8701 (9931 2146 10 5 127,516 - 85132 15321 866643

Adjustment on initial application of {15 /& 3%

— HKFRS 9 - BANEREES5 = - 8206 = = = = = = 8303 (@) - )
— HKFRS 15 frote 21t) - BANBREELD
155 (W) = -9 = = = = = = - 08% -

Restated balance at 1 January 2018 R=F—/\F-F—A 2 &%
(m&5) 89376 204,650 446,854 8,701 (9,931) 2,146 10 58 127,516 (8,303) 861,077 15321 876,398

Total comprehensive income for the HIA2 F % 4%

period (restated) (mE5)) = - 19862 = - (329 = = = - 16,6% 602 17,238
Forfeiture of share options Bl ERE = = 10 = = - (10) - - - - - -
Final dividends paic BftRERE = - B9 = = = = = = - 89% - (8%

At 30 June 2018 (restated) RZF-)\§RA=1A
(#=5) 80376 204650 467788 8701 (9931)  (1,080) - 58 127516 (8303 868775 15923 834698
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BREEREMNER

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

For the six months ended

30 June
BEAA=+BILEREAR
2019 2018
—E—-hEF —E—N\F
HK$’000 HK$’000
F#ET FEL
(unaudited) (unaudited)
(REEXK) (REgEZ)
Net cash generated from/(used in) EZXFFHE ()RS
operating activities B 71,091 (60,761)
Purchase of property, plant and EEME KERZEREN
equipment and deposits paid for IBEWE MBINBEZES
acquisition of property, plant and
equipment (13,394) (30,234)
Proceeds from disposal of property, HEW% « #IE L& E
plant and equipment = 5,158
Investment in an associate REEE N AR 2% E - (3,294)
Other investing activities H 1% B E & 224 (6,839)
Net cash used in investing BEFIRERE&FEE
activities (13,170) (85,209)
Net bank loans (repaid)/raised (B8) FHETEFFE (70,814) 28,725
Repayment of amount due to an B8 BB & A R 3k I8
associate (2,570) =
Dividends paid AR S (31,282) (8,938)
Net cash (used in)/generated from RFEE&EEE) (Fi§E) FBHRE
financing activities B (104,666) 19,787
Net decrease in cash and cash HeERERELIERRLVFEHE
equivalents (46,745) (76,183)
Cash and cash equivalents at REvNRE EERRSIAE
beginning of period 250,606 243,994
Effect of foreign exchange rate (kBB &
change (84) 4,367
Cash and cash equivalents at end REIXKMIEERZERIALIER
of period 203,777 172,178
Analysis of cash and cash HE&RERIRLEBSH
equivalents
Bank and cash balances R1T MR & &k 203,777 172,178

10 Ka Shui International Holdings Limited = ¥ B B2 3% iR A IR 2 &



2.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CORPORATE INFORMATION

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

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

BASIS OF PREPARATION

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

These condensed consolidated financial
statements should be read in conjunction with
the 2018 annual consolidated financial
statements. The accounting policies (including
the significant judgements made by
management in applying the Group’s
accounting policies and the key sources of
estimation uncertainty) and methods of
computation used in the preparation of these
condensed consolidated financial statements
are consistent with those used in the Group’s
annual consolidated financial statements for
the year ended 31 December 2018 except as
stated below.

& BR &5 © B 155 ¥R R Bf 5F

For the six months ended 30 June 2019 BHE =T —AFXA=+AHILAEA

1. 2RAEH
AREUAERBEE HRELLE
B PEIPEQREHAAT IBE
TREREAm 3CCRM ERREE
EET)ER AETHERBERBLEY
BF -

ARARRBEFREFRERFNEN_ZTTRF
—RAtREERESHEEMRIAXHLE
[RAA] -

2. fmEIEE
(a) &HREH
W EBREE B RRDIERES
eMAE (LM AE])E
HE BB G ERIE345% [ 7 BB 75
WEIRBERHER I ERARE
FEMRBAZEREERTHRIE -

HEEARAMBHRRER_F
—NFREEMBHRE—HEE-

PATR Pt - 4 il 1t % R BR 4R & BE 7%
WERAAEANETER (BHEEERE
IERAAEEZEARRRERM
SHRTER 2 EAHE) REFE A
HEFHAKRERE_T-N\F+=
A=t —BLEFEZZFHEWH
HREFER -
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NOT}§§ TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
& 0

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

2.

& B 5 ¥h 2 bf 52 (48)

BASIS OF PREPARATION (Continued)

(b)

Retrospective adjustment in relation to
the application of HKFRS 15 Revenue
from Contracts with Customers

The Group initially applied HKFRS 15 on
1 January 2018. As stated in the condensed
consolidated financial statements for the six
months ended 30 June 2018, the Group is of
the opinion that the application of HKFRS 15
has no material impact on the Group’s
opening retained earnings and financial
position. After further assessment and
clarification for the interpretation of HKFRS 15,
the Group concluded the standard should
have an impact to the Group’s retained
earnings as at 1 January 2018, the results for
the six months ended 30 June 2018 and the
financial position as of that date. Details of the
impact on the retained earnings at 1 January
2018 have been disclosed in note 3(a) of the
annual consolidated financial statements for
the year ended 31 December 2018.
Consequently, the condensed consolidated
statement of profit or loss and other
comprehensive income for the six months
ended 30 June 2018 has also been restated.

12 Ka Shui International Holdings Limited 3= s Bl B 42 IR A FR 2 7

2.

#m ) B 2 (48)
(b) FEABRAEFBMBREERES

SRBER
B
AEBER-_FT—-N\F—-A—HHH
FEREBMBEREERF165% - H
WBE_ZT-N\FRA=THILRX
EAzEREEMBRERAAM - K
SERRERTEMBERESENS
165 AR B 2 AR E B A MW
BRALBEBEAZE - NE—FF
EREBEBELYB RS LR F155%
ZREBR AKENERRZER
EHAEBER _ZT—-N\F—HA—H
ZRBAN BE-_T—/\FH
=StRLERNEARZEERBEZE
LB RRELERE - HRE=
E-NF-A-—BZREBEMNZ¥
EFBERBE_T-—N\F+_A
ST-RUEFEZEFERAMBR
KM ES@BEE- Rt #HE-F
—NFARA=+TBLERERZEHA
meBRalEMEEKRERTEE
5l o

XA ZE R



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. BASIS OF PREPARATION (Continued)

(b)

Retrospective adjustment in relation to
the application of HKFRS 15 Revenue
from Contracts with Customers
(Continued)

The effects of the adjustments on the
condensed consolidated financial statements
for the six months ended 30 June 2018 in
relation to the application of HKFRS 15 are as
follows:

As at 30 June 2018 RZT—N\F

& BR s & 81 15 ¥k 2% Bf 53 (78)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

2. MmEIEZEGE)
(b) FEAEREFEMFEREEAES
SREER SR ZE #5
(&

EHEHZE_ZT-N\FXA=+H
IERBAZERESTBRRER
EREMBREEREISR 2 HEY
M :

Effect of the

As previously adoption of
reported HKFRS 15 As restated

RAEABIE

HE LR
BERmE B15R2TE K E3|
HK$'000 HK$'000 HK$’000
FET FET FE T
(unaudited) (unaudited) (unaudited)

(REFEZ) (REEZ) (REER)

~B=+H

Condensed consolidated f& BA 4R & B4 7 AKX i &

statement of financial (&%)

position (extract)
Contract assets BREE = 21,314 21,314
Inventories FE 240,480 (8,486) 231,994
Deposits received B ize 13,769 (13,769) —
Contract liabilities EHBE = 13,769 13,769
Deferred tax liabilities EEFIE 8 & 33,600 1,282 34,882
Retained earnings RE B A 446,151 11,637 457,788
Foreign currency b 5 7 1

translation reserve (989) 91) (1,080)
For the six months BE—_FT—/N\ERA

ended 30 June 2018 =-+HIEREA
Condensed consolidated fRF4R & E 25 K

statement of profit or (FE8%)

loss (extract
Revenue KA 865,007 (7793) 864,234
Cost of sales 5 B AR (691,604) 1,759 (689,845)
General and —MERITERRAX

administrative

expenses (126,040) (72) (126,112)
Income tax Fris®t (9,744) 871 (8,873)
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ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS

In the current period, the Group has adopted all the
new and revised Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the HKICPA that
are relevant to its operations and effective for its
accounting year beginning on 1 January 2019.
HKFRSs comprise Hong Kong Financial Reporting
Standards (“HKFRS”); Hong Kong Accounting
Standards (“HKAS”); and Interpretations. The Group
has not early adopted any other standard,
interpretation or amendment that has been issued
but is not yet effective.

The Group has initially adopted HKFRS 16 Leases
from 1 January 2019. A number of other new
standards are effective from 1 January 2019 but
they do not have a material effect on the Group’s
consolidated financial statements.

HKFRS 16 Leases

HKFRS 16 supersedes HKAS 17 Leases, IFRIC 4
Determining whether an Arrangement contains a
Lease, SIC-15 Operating Leases-Incentives and SIC-
27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. HKFRS 16
introduced a single, on-balance sheet accounting
model for lessees. As a result, the Group, as a
lessee, has recognised right-of-use assets
representing its rights to use the underlying assets
and lease liabilities representing its obligation to
make lease payments.

The Group has applied HKFRS 16 using the
modified retrospective approach, under which the
cumulative effect of initial application is recognised
in retained earnings at 1 January 2019. Accordingly,
the comparative information presented for 2018 has
not been restated — i.e. it is presented, as
previously reported, under HKAS 17 and related
interpretations. The details of the changes in
accounting policies are disclosed below.

14 Ka Shui International Holdings Limited Z & B R AR A A

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
& 03 &7 & B 15 ¥k 2 Bfif 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

R RAEBRTI BB BRE

s )

RAHE ARECRABERREEE -
HESSMASHMBEMLA —T— e
—A—BRRMNEAEREMNMANE]
REERIEE B REEL ([FEMBER
XA BEVBRELERNBEETEY
BHRESEN(BEHBREER])  FE
AR (BB EL]) kB2 KK
%] i R £2 P BR 4 B 2 1B R R AR SRV (R AR
HAib R BEHAIEFET -

AEEBE-ZF-NF— A - BEVFZRMN
ERMBRELENFIHREE - & T HA
MENS -_FT-NF-—A—HBHELER B
HBAKBNGEEMBERRLBEATE -

FEMBHREENE1MEE

ERMBREEMNEIGHFIRABEGAE
AIE175REE BERMEREREZE S
FAFEERHEOEREE FREE
ZEEFIMKLEHE - EERERR
BRE@FrRAAESHENERZTA
MR ZAR - BRMBHRELERF165 S
EBASIAE-—MNEERBRASTEE
B e Wit AEE(EREAEAN) BHER
EREEE(RTEARERMBREE) X
HERB(RTEBAEXNEEMNK -

AEECERKETERNEIERBELMB
HEERE165 - Ttk - VIRERZ Rat
FER_T-NF-A-HZRERMNTF
HR-Eit T N\F2INNELRE
K RES — BIMERIME®R  REE
B ENFITR RARRERS - &5
BREBHFRHBAOT °



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING

STANDARDS (Continued)

HKFRS 16 Leases (Continued)

(@) Definition of a lease
Previously, the Group determined at contract
inception whether an arrangement was or
contained a lease under IFRIC 4 Determining
whether an Arrangement contains a Lease.
The Group now assesses whether a contract
is or contains a lease based on the new
definition of a lease. Under HKFRS 16, a
contract is, or contains, a lease if the contract
conveys a right to control the use of an
identified asset for a period of time in
exchange for consideration.

On transition to HKFRS 16, the Group elected
to apply the practical expedient to grandfather
the assessment of which transactions are
leases. It applied HKFRS 16 only to contracts
that were previously identified as leases.
Contracts that were not identified as leases
under HKAS 17 and IFRIC 4 were not
reassessed. Therefore, the definition of a lease
under HKFRS 16 has been applied only to
contracts entered into or changed on or after
1 January 2019.

At inception or on reassessment of a contract
that contains a lease component, the Group
allocates the consideration in the contract to
each lease and non-lease component on the
basis of their relative stand-alone prices.
However, for leases of properties in which it is
a lessee, the Group has elected not to
separate non-lease components and will
instead account for the lease and non-lease
components as a single lease component.
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For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

3. HRMHMIREEBITEBUBRSE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 0R &5 & B 5 ¥ 2 Bfi 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

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

HKFRS 16 Leases (Continued)

(b) As a lessee
The Group leases assets including properties
and office equipment.

As a lessee, the Group previously classified
leases as operating or finance leases based
on its assessment of whether the lease
transferred substantially all of the risks and
rewards of ownership. Under HKFRS 16, the
Group recognises right-of-use assets and
lease liabilities for most leases.

However, the Group has elected not to
recognise right-of-use assets and lease
liabilities for some leases of low-value assets
(e.g. office equipment). The Group recognises
the lease payments associated with these
leases as an expense on a straight-line basis
over the lease term.

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

R RSB ERMBRE
281 (%)

FEMBREEE16RAS (R)

(b)

Properties ) 2

fERZBEA
AEBHENEERBRDELBAQ

ERME

EREABEA AEEBEREEY
HERTEBHAENERE DA
BRRkEHROFTE BHESERE
EHAMEME REFEMBRS
ERE16H  AEERARZHEE
AECHEEERHEERE-

Am - AEECEEZTE D KE
BEEWHRLAERE HHEERER
REREEENEERE A&H
REHAREREERRZEED
BERMBEENRBRX -

ERACHEEELENTEINEE
B

Balance as at

PRUTBEHZ %8R
1 January
2019
—E-NF
—H—H
HK$’000
FET

10,030 11,749
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
& BR s & 81 15 ¥k 2% Bf 53 (78)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

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

HKFRS 16 Leases (Continued)

(b)

As a lessee (Continued)

Significant accounting policies

The Group recognises right-of-use assets and
lease liabilities at the lease commencement
date. The right-of-use asset is initially
measured at cost, and subsequently at cost
less any accumulated depreciation and
impairment losses, and adjusted for certain
remeasurements of the lease liability.

The lease liability is initially measured at the
present value of the lease payments that are
not paid at the commencement date,
discounted using the interest rate implicit in
the lease or, if that rate cannot be readily
determined, the Group’s incremental
borrowing rate. Generally, the Group uses its
incremental borrowing rate as the discount
rate.

The lease liability is subsequently increased by
the interest cost on the lease liability and
decreased by lease payment made. It is
remeasured when there is a change in future
lease payments arising from a change in an
index or rate, a change in the estimate of the
amount expected to be payable under a
residual value guarantee, or as appropriate,
changes in the assessment of whether a
purchase or extension option is reasonably
certain to be exercised or a termination option
is reasonably certain not to be exercised.

The Group has applied judgement to
determine the lease term for some lease
contracts in which it is a lessee that include
renewal options. The assessment of whether
the Group is reasonably certain to exercise
such options impacts the lease term, which
significantly affects the amount of lease
liabilities and right-of-use assets recognised.

3. HRMHMIREEBITEBUBRSE

8 (%)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

& 03 &7 & B 15 ¥k 2 Bfif 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

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

HKFRS 16 Leases (Continued)

(b) As a lessee (Continued)
Transition
Previously, the Group classified property
leases as operating leases under HKAS 17.
These include office premises, factories,
warehouses, staff quarters and office
equipment. The leases typically run for a
period of 1 to 5 years.

At transition, for leases classified as operating
leases under HKAS 17, lease liabilities were
measured at the present value of the
remaining lease payments, discounted at the
Group’s incremental borrowing rate as at
1 January 2019. Right-of-use assets are
measured at an amount equal to the lease
liability, adjusted by the amount of any prepaid
or accrued lease payments — the Group
applied this approach to all leases.

The Group used the following practical
expedients when applying HKFRS 16 to leases
previously classified as operating leases under
HKAS 17:

—  Applied the exemption not to recognise
right-of-use assets and liabilities for
leases with less than 12 months of lease
term.

- Excluded initial direct costs from
measuring right-of-use assets at the date
of initial application.

— Used hindsight when determining the

lease term if the contract contains
options to extend or terminate the lease.

18 Ka Shui International Holdings Limited 5 & Bl B2 42 IR AR A 7
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
& BR s & 81 15 ¥k 2% Bf 53 (78)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

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

HKFRS 16 Leases (Continued)

(c)

(d)

As a lessor
The Group leases out its property and these
leases are classified as operating leases.

The accounting policies applicable to the
Group as a lessor are not different from those
under HKAS 17.

The Group is not required to make any
adjustments on transition to HKFRS 16 for
leases in which it acts as a lessor. However,
the Group has applied HKFRS 15 Revenue
from Contracts with Customers to allocate
consideration in the contract to each lease
and non-lease component.

Impacts of financial statements

Impacts on transition

On transition to HKFRS 16, the Group
recognised additional right-of-use assets and
additional lease liabilities. The change in
accounting policy affected the following items
on the condensed consolidated statement of
financial position (increase/(decrease)) as at
1 January 2019 is summarised below.

Assets
Right-of-use assets

Total assets

Liabilities
Lease liabilities

Total liabilities

3 T R LB BB KRS

# g

&)

FEUBREENSE16EE (B)

(c)

(d)

BE
ERERE

EEAH

Bi&
HERE

BR4H

fEBHBEA
AEBLBEEYE MEEFEED
BARREHEE-

ERANAREEREEANGER
REFBGEUEITHRATNEL
&Rl e

AEEHAREEREEANEE
BEEEEMBHREEANF165E
HEMBAR -AT AKECZER
EREMBHREEFISHREKBEETR
BRZEA BEOTZRESER
EEHERFEERD -

MBERRZHE
HBESE

REBEEZEFBYHRE LR F165%
B AEBEERBIMCAREER
BIMEERBE SIBREDTE
R-E-NAF-A-HAZBEHREE
HRRRZATIEE (480, CR
PNBAWT -

1 January
2019
—ET—nF
—H—H
HK$'000
FET
11,749

11,749

11,749

11,749
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

& 03 &7 & B 15 ¥k 2 Bfif 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING

STANDARDS (Continued)

HKFRS 16 Leases (Continued)

(d) Impacts of financial statements
(Continued)
Impacts on transition (Continued)
When measuring lease liabilities for leases that
were classified as operating leases, the Group
discounted lease payments using its
incremental borrowing rate at 1 January 2019.
The weighted-average rate applied is 4.1%.

Operating lease commitment at 31 December
2018 as disclosed in the Group’s
consolidated financial statements
Less: commitments relating to leases

exempted from capitalisation:
— Short-term leases and other leases
with remaining lease term ending
on or before 31 December 2019

— Leases of low-value assets

Less: total future interest expenses

Present value of remaining lease
payments, discounted using the
incremental borrowing rate and total
lease liabilities recognised as at
1 January 2019

Of which are:
Current lease liabilities
Non-current lease liabilities
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING

STANDARDS (Continued)

HKFRS 16 Leases (Continued)

(d) Impacts of financial statements
(Continued)
Impacts for the period
As a result of initially applying HKFRS 16, in
relation to the leases that were previously
classified as operating leases, the Group
recognised approximately HK$10,030,000 of
right-of-use assets and approximately
HK$10,145,000 of lease liabilities as at
30 June 2019.

Also in relation to those leases under HKFRS
16, the Group has recognised depreciation
and finance costs, instead of operating lease
expense. During the six months ended
30 June 2019, the Group recognised
approximately HK$1,974,000 of depreciation
charges and approximately HK$215,000 of
finance costs from these leases.

SEGMENT INFORMATION

For management purposes, the Group’s operation is
currently categorised into six (2018: six) operating
divisions — zinc, magnesium, aluminium alloy die
casting, plastic injection products and components,
as well as trading of lighting products and home
appliances. These divisions are the basis of the
Group’s five reportable segments. The Group’s
reportable segments are strategic business units that
offer different products. They are managed
separately because each business requires different
technology and different cost measurement.

The Group’s other operating segments include
trading of lighting products and home appliances.
None of these segments meet any of the
quantitative thresholds for determining reportable
segments. The information of these other operating
segments is included in the “Others” column.
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For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

3. HRMHMIREEBITEBUBRSE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
8 0R &5 & B 5 ¥ 2 Bfi 5E (48)

For the six months ended 30 June 2019 HZ =T —AFNA=+HILAEA

4. SEGMENT INFORMATION (Continued) 4. DEEFR ()
Segment profits or losses do not include interest DEEAKBIETBRIEFBWA « DEU
income, corporate income, share of loss of moEoMENFBL ERE BE
associates, corporate expenses, finance costs and RARFEHEAS -

income tax expense.

An analysis of the Group’s revenue and results for REBTEHANEZEHRD BB A R ZE
the period by reportable segments is as follows: BT :

For the six months BE-E-1&
ended 30 June 2019 ~B=t+HIE

~EB
Revenue from external RENKEZEEH
customers ('O 70,805 232,001 71,018 312,938 25,655 712,507
Segment profit & 1,664 8,586 2,041 17,697 3,687 33,675

Magnesium  Aluminium

Zinc alloy alloy die alloy die Plastic
die casting casting casting injection Others  Consolidated
HatEBE B52BR HatERE 2RIZ Hit maEy

HK$'000  HK$'000  HK$000  HK3'000  HK$'000 HK$'000
TEz  TAT  FET  FET  TETL TET

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER) (REER) (REER)
(restated)  (restated)  (restated)  (restated) (restated)
(BE5) (KEH) (KBH) (BEF) (&)
For the six months ended #HZ-ZT—/\F
30 June 2018 NAZTARLE
~E A
Revenue from external REIKREFH
customers LON 92,797 295,655 84,466 367,100 24,216 864,234
Segment profit 7 8 & A 4,130 12,482 2,361 26,246 3,386 48,605
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 B &x & f1 75 ¥ 2 B 5E (48)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

4. SEGMENT INFORMATION (Continued)

Reconciliation of reportable segment profit or loss:

7 &P E (&)
RO EE N KEIRZ BB

For the six months ended

30 June
BEAA=1+HL~EAR
2018
—E-N\F
HK$’000
FET
(unaudited)
(RE&EZ)
(restated)
(e E5)
Total profit of reportable EWD EBAE R T
segments 33,675 48,605
Unallocated amounts: NHEHE -
Interest income F B A 224 74
Share of losses of associates BN R B/NCTE =S (435) (481)
Finance costs B & B A (6,280) (5,758)
Corporate income ™ FE W= - 292
Corporate expenses TERZT (4,789) (18,275)
Income tax expense B A= (8,138) (8,873)
Consolidated profit for the BN 4R & i A
period 14,257 20,584
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
& 0 &7 & B 155 ¥k 2 Bff 5E (/8)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

5. REVENUE

The Group is principally engaged in the manufacture
and sale of zinc, magnesium and aluminium alloy die
casting and plastic injection products and components
that are original equipment manufacturing products
(“OEM Products”) which have no alternative use to
the Group. The Group also sells lighting products
and home appliances which have alternative use to
the Group. The Group’s revenue is derived from

contracts with customers.

In the following table, revenue is disaggregated by
major products and timing of revenue recognition.

Timing of revenue recognition

Products transferred at a point in
time

Products transferred over time

Types of products

Die casting products
Plastic injection products
Moulds

Others

W \ B 53 B e
RE-—KHEBEBER

R—BREEEREM®

EREY
B E m
BRBITHEM
EA

H it

24 Ka Shui International Holdings Limited Z & BB KR AR A A

WA

AEBEEERFES BERBESEE -
PRIBERLTIT ZFERRSRR
BREEM((RREREEM]) HAK
EYEERAE AKENHEERAER
EREHE ZFERYAEEAENRA

7o AREBRARR

BEEZEM -

ETIRF - WARE ZE MmN AERE

Ml o 48 -

For the six months ended

30 June

BERA=tTHILE<ER

2019
—T—-hE
HK$’000
FET
(unaudited)

(REER)

626,820
85,687

712,507

371,242
239,711
75,899
25,655

712,507

2018
—E-N\F
HK$’000
FAET
(unaudited)
(REeEZ)
(restated)
(5&=75)

748,378
115,856

864,234

471,186
297,343
71,489
24,216

864,234



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

REVENUE (Continued)

The following table provides information about
receivables, contract assets and contract liabilities
from contracts with customers:

& BR s & 81 15 ¥k 2% Bf 53 (78)

For the six months ended 30 June 2019 BHE =T —AFXA=+AHILAEA

5. WA (&)
TRIBEHTHESEITNA LR ERK
H-AMNBENAHABHME

As at As at
30 June 31 December
2019 2018
—E—-NEF —E-N\F
~A=+H +-—H=1—H
HK$’000 HK$’000
FET FET
(unaudited) (audited)
(REER) (K& E%)
Receivables, which are included [EWFIA @ BIEE[E 5 ME A
in “Trade and other JE W 5k I8 ] AR
receivables” 302,699 376,785
Contract assets EHEE 11,722 14,670
Contract liabilities SREaE 8,522 1,500

The contract assets primarily relate to the Group’s
rights to consideration for (a) OEM products
manufactured under contracts in which the Group
has enforceable right to payment but not billed at
the reporting date; and (b) moulds with control
passed to the customers but are invoiced
subsequently together with the related products
when they are delivered to the customers after the
reporting date. The contract assets are transferred
to receivables when the rights become
unconditional. This usually occurs when the Group
issues an invoice to the customer. The contract
liabilities primarily relate to the advance
consideration received from customers for sales
contracts which exceeds the revenue recognised to
date.

The amount of approximately HK$1,500,000
recognised in contract liabilities at the beginning of
the period has been recognised as revenue for the
six months ended 30 June 2019.

BHEETREARKE LT EHEEIA
EBNENAR: @RESOEENRRE
SUEE m 0 T AN SR BB 58 B B 1T HE A YR
MR ERHERMERELRE  R(o)
THEBBERPEHERNBE AR
NFEFPHEREBAERZELERNR
B-ANEEREBRENKSEGFRE
BERKFE - WBERA-—RRAKERT
FBEOZEZREL -GHBETZHENE
EANATPUREBMNENKERLESMHE
REWABR -

REFNTE A 4 B (& #ER 491,500,000 7T
EREE-_ZT-AFNA=THIL/N@EA
R AUWA o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 0R &5 & B 5 ¥ 2 Bfi 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

6. OTHER INCOME Higg A
For the six months ended
30 June
gEAA=1+HBLEA<EAR
2018
—FE-)N\F
HK$000
FET
(unaudited)
(REFEZ)
Interest income B U A 224 74
Reimbursement from customers & F ¥ &5 4 [@] 2,714 1,942
Sales of scrap materials BE B3 & 1,955 1,838
Government grants R E B & 756 =
Others i 3,401 1,255
9,050 5,109
7. FINANCE COSTS mh & K 2N
For the six months ended
30 June
BEAA=1+BLRER

2018
—E—N\HF
HK$’000
FET
(unaudited)
(REEFEZ)

Interest expenses on bank MITERF EREZ
borrowings 6,065 5,758

Interest expenses on lease HEGBEMNERX
liabilities 215 =
6,280 5,758
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
&5 B3 & & 81 5 ¥k 2% Bif 5X (48)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

8. INCOME TAX EXPENSE 8. FISHEX
For the six months ended
30 June
BEZXA=1+HIE<EAR
2018
—E-N\F
HK$°000
FET
(unaudited)
(REEZ)
(restated)
(e &E5)
Current tax — Hong Kong BNERFiIE — BHAEFMEH
Profits Tax
Provision for the period 7K HA R B 4 4,042 6,142
Current tax — Income tax BNEATRIE — BB AINTB B
outside Hong Kong
Provision for the period 7N B R B A 4,047 3,602
Deferred tax iR JE 74 18 49 (871)
8,138 8,873
Hong Kong Profits Tax has been provided at a rate BE_Z—hhEFNA=ZTHLENEANE
of 16.5% for the six months ended 30 June 2019 RSB AR R A B B R 9 14 5T R AR B s
(for the six months ended 30 June 2018: 16.5%) on N E165% (BE_TE—\F A=+
the estimated assessable profits for the relevant BIENEA : 16.5% ) fEH #EfE - Efhip[@
period. Tax charge on profits assessable elsewhere RIERBUR M MBS B IREAEBEEME
has been calculated at the rates of tax prevailing in HWEIRBEEN BB A HIRITH
the countries in which the Group operates based on EEtHE o

existing legislation, interpretation and practices in
respect thereof.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
& 03 &7 & B 15 ¥k 2 Bfif 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

9. PROFIT FOR THE PERIOD 9. HARER
The Group’s profit for the period is arrived at after AEEHREFBIER S (GEA) ¢
charging/(crediting):

For the six months ended

30 June
BEAA=+HIL-<EAR
2018
—E-N\HF
HK$’000
FET
(unaudited)
(CREEEZ)
Depreciation of property, plant — #)2% « #2E K RETE
and equipment 44,560 42,069
Depreciation of right-of-use FHREEENE
assets 1,974 —
Loss on disposal of property, HEME  HEBENKREEIE
plant and equipment = 1,323
Property, plant and equipment — #J 3% « # 28 & 5% & i 85
written off 3,399 186
Interest income LB WA (224) (74)
Bad debt written off 122 AR 8N 6 156
Reversal of allowance for 5 & £ {5 [0 5
inventories (6,881) -
Reversal of allowance for trade & 5 & U 7% 18 # 5 ~ [0]
receivables (8) (33)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
&5 B3 & & 81 5 ¥k 2% Bif 5X (48)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

10. DIVIDENDS 10. A
For the six months ended
30 June
BEZXA=1+HIE<EAR
2018
—E-N\F
HK$°000
FET
(unaudited)
(REEEZ)
Dividends paid during the period 7 & i A & 1+ A% &
Final dividend for the year HE_Z-—N\F+=A8
ended 31 December 2018: =t+—HIEFEREARE :
HK3.5 cents per ordinary SREEASS B (BE
share (Final dividend for the —E—t+tHF+=ZA=+—
year ended 31 December AIEFERERE : FKE
2017: HK1.0 cent per R0 AL)
ordinary share) 31,282 8,938
The Board did not/does not recommend the EEeTEakNELE=_FT—NLFA~A
payment of an interim dividend in respect of the six =t+AE=ZZFE-N\EFESA=+THILEAEA
months ended 30 June 2019 and 2018. Z AR B o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 0R &5 & B 5 ¥ 2 Bfi 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

11. EARNINGS PER SHARE 11.

The calculation of basic and diluted earnings per
share is based on the following:

FREF
EREAREERMETIIHE :

For the six months ended

30 June
BEAA=+HIL-<EAR
2018
—E-N\HF
HK$’000
FET
(unaudited)
(RE&EZ)
(restated)
(e E=7)
Earnings BF
Profit attributable to the owners F R T & &R A A K #58 & Tl
of the Company, used in the ZARRNREREE AEMLG
basic and diluted earnings per
share calculation 14,480 19,862
Number of shares EiBEE
Weighted average number of BRIAEERERNREERF
ordinary shares used in basic 2 NNEE 15 i AR IR B
and diluted earnings per share
calculation 893,761,400 893,761,400
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12.

13.

PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 June 2019, the
Group disposed of fully depreciated property, plant
and equipment (unaudited) without any proceed. For
the year ended 31 December 2018: the Group
disposed of property, plant and equipment with
carrying amount of HK$6,205,000 (audited) for
proceed of approximately HK$5,719,000 (audited),
resulting in a loss on disposal of approximately
HK$486,000 (audited).

The Group had impaired certain property, plant and
equipment with a carrying amount of HK$Nil
(unaudited) (for the year ended 31 December 2018:
HK$3,861,000 (audited)).

The Group had written off certain property, plant
and equipment with a carrying amount of
approximately HK$3,399,000 (unaudited) (for the
year ended 31 December 2018: HK$238,000
(audited)).

In addition, the Group acquired property, plant and
equipment of approximately HK$14,103,000
(unaudited) (for the year ended 31 December 2018:
HK$107,566,000 (audited)).

RIGHT-OF-USE ASSETS

During the six months ended 30 June 2019, the
Group entered into a new lease agreement for use
of warehouse for approximately 2 years. The Group
makes fixed payments during the contract period.
On lease commencement, the Group recognised
approximately HK$170,000 right-of-use asset and
approximately HK$154,000 lease liability.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

& BR s & 81 15 ¥k 2% Bf 53 (78)

For the six months ended 30 June 2019 BHE =T —AFXA=+AHILAEA

12. Y% - e R&RHE
REBE-_ZT—NAFNA=1+HI/NEAH
M AEBEREWEEARETNRE T
Ex2MENYE BBREHECRESE
% - BE_ZT—N\F+_A=+—H81
FE - ANEBHE 496,205,000 7T (K& =
BORME - BB REE IBRELNA
5,719,000/ T (K FEZ) - EANEEBELD
486,000/%8 7T (A& 2 1%) -

REBBETYWE K RREEDRE
FREEZAEL(REER)(HE=Z—N
F+ZA=+—HIEFE : 3,861,000 T
(FE2E%)) °

7K 58 [E B 8 BR T 8 493,399,000 Tt (oK 4
EREEZT-NEFE+_A=+—81t
& [Z 238,000/ T (I EZ))METY
¥ HBERRE

Bhoh REEBAYE EERZED
14,103,000 (R K EBER)(EH E =T
- NE+-_A=Z+—H8 It FE:
107,566,00/%8 7T (&£ | 1%) ) °

ERAEEE

REBEE-_ZT-hFRA=THILEREAH
B AEERERRETLFELN B
HME - AEERBEEOBAEREEE
HEE R - REBARGE > AEBEER
EAEEELN170,0008 TREEEELN
154,000/ T °

13.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 0R &5 & B 5 ¥ 2 Bfi 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

14. TRADE RECEIVABLES

The Group’s trading terms with customers are
mainly on credit. The credit terms generally range
from 30 to 120 days (31 December 2018: 30 to
120 days) after the end of the month in which the
invoices have been issued. Each customer has a
maximum credit limit. The Group seeks to maintain
strict control over its outstanding receivables.
Overdue balances are reviewed regularly by the
Directors. The ageing analysis of trade receivables
as at 30 June 2019, based on the invoice date, and
net of allowance, is stated as follows:

14.

B 5 EWMIE

AEEHREF2RZEEZENUEERAE
T-EEB—RNTHEE A& REI0DE
120k (ZE—\F+=ZH=+—H : 30
F120R) - BREFEZREERE - A
SEBNBREIESEREEREKIE A
ESTHRITBHEANGESR -RZE—N
FRAA-ZTEMEBESRERKRAREGREEH
HRMBREETE) CRROTEHIIAT

As at

31 December
2018
—E-N\F
+=-—A=+—H
HK$'000

FET

(audited)
(&%)

0 to 30 days T F30H

31 to 60 days 31H £60H
61 to 90 days 61H £90H
91 to 180 days 91H £180H
Over 180 days 180H A

Less: allowance for bad and R R R BR S

doubtful debts

159,661 140,160
50,212 110,624
48,376 46,486
43,050 79,644

1,621 200

(221) (229)

302,699 376,785
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16.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 B &x & f1 75 ¥ 2 B 5E (48)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

15. TRADE PAYABLES 15. E 3 E{IRIE
The Group normally obtains credit terms ranging AN & B —f ¢ H ft 8 75 BU{$30H £90H
from 30 to 90 days (31 December 2018: 30 to 90 (ZE—N\F+=ZA=+—H :30H=E90
days) from its suppliers. The ageing analysis of HzEER BHENRER=ZZ -1
trade payables as at 30 June 2019, based on the FRA=ZTHURKEB B E) NERER D
date of receipt of goods, is as follows: W
As at
31 December
2018
A
+=—A=+—8
HK$000
FET
(audited)
(e z&%)
0 to 30 days Z E30H 98,201 66,541
31 to 60 days 31H £60H 8,218 73,753
61 to 90 days 61H Z£90H 37,563 59,650
91 to 180 days 91H £180H 31,930 60,409
Over 180 days 180H A E 9,029 3,679
184,941 264,032
BANK BORROWINGS 16. RITER
As at
31 December
2018
—T-N\F
+=—A=+—8
HK$’000
FAET
(audited)
(=)
Repayable within one year —FRNEBEEER 204,955 242 854
Repayable after one year —FREIBEEER 48,933 81,848
253,888 324,702

There have been no breaches in the financial
covenants of any interest-bearing borrowings for the
six months period ended 30 June 2019 and year
ended 31 December 2018.

BHE_T-AFANA=THIEXNERHE
EABE_Z-NF+-_A=1t—HL*F
B - BB R AR B SR 2 M #5325 o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
8 0R &5 & B 5 ¥ 2 Bfi 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

17. SHARE CAPITAL 17. R
As at
31 December
2018
—E-N\HF
+-—A=+—8
HK$’000
FAET
(audited)
(&&= %)
Authorised: ETE
5,000,000,000 ordinary shares of 5,000,000,000%F i% [ {#0.178 7T
HK$0.1 each 2 EE R 500,000 500,000
Issued and fully paid: BETEHE
893,761,400 (as at 31 December 893,761,400 (A —ZF — )\ 4
2018: 893,761,400) ordinary +=—A=+—8:
shares of HK$0.1 each 893,761,400) & fi% [ {50.1/&
T R 89,376 89,376
18. CAPITAL COMMITMENTS 18. EAREIE
Details of capital commitments in respect of EHBEREEDE EENBENER
purchase and construction of property, plant and EREFBOT :
equipment are as follows:
As at
31 December
2018
—E— N\
+=—A=+—H
HK$’000
FET
(audited)
(e E %)
Contracted but not provided for & 5] 4718 & % & 25,404 26,292
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 B &x & f1 75 ¥ 2 B 5E (48)

For the six months ended 30 June 2019 #iZE —ZT— L FXA=+HIEAEA

19. RELATED PARTY TRANSACTIONS 19. EBALRS
(a) The Group had the following transactions with (@) BR XEBEHEABEBATHEAT
its related party during the period: R :

For the six months ended

30 June
BEANA=THLAHEAR
2018
—E-)N\F
HK$'000
TFHET
(unaudited)
(R ZEZ)
Purchase of machinery and [\ B8 B A 7] 38 3 # ik 5% 15 B BR
machinery parts from and A EEE#ES « ERTBHFR
maintenance cost to a HEAE BN (BT 22 3) 7))
related company, Chit
Shun Machinery Limited
(note (i) and (i) = 6,413

Note: Brat

i) Mr. Lee Yuen Fat (“Mr. Lee”), the ultimate controlling 0] FREEE(FEED(RRAZ &K
party of the Company, had joint control in the PRI ) A BEEE A B A LR B o
related company.

(ii) On 29 March 2018, Mr. Lee had sold the entire (ii) RZZBE-—NF=A=+NB  FHh4&EWH
equity interest in Chit Shun Machinery Limited and ERFMBANHEAEMBEER
the transactions with Chit Shun Machinery Limited RRAIZEZREEARBEEERD
since then were no longer classified as related party AIZRGTBOERBABRS -

transactions.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

8 0R &5 & B 5 ¥ 2 Bfi 5E (48)

For the six months ended 30 June 2019 Bl Z —T— N FEXA=+HIEAREA

19. RELATED PARTY TRANSACTIONS it

(Continued)
(b) Key management personnel
compensation

BEEALTRS (&)

(b) EEEBASWE

For the six months ended

30 June
BEANA=+HLAEAR
2018
—ZE—N\F
HK$000
FET
(unaudited)
(REEZ)
Salaries, allowances and Fae R AEIBIELA
discretionary bonus 2,832 3,617
Retirement benefits scheme & Kk 48 FI| 5T 2 {ft 7%
contributions 23 41
2,855 3,558

20. CONTINGENT LIABILITIES 20.

The Group did not have any significant contingent
liabilities as at 30 June 2019 (at 31 December
2018: Nil).

21. EVENTS AFTER THE REPORTING 21.

PERIOD

Mr. Leung King Kwok, Godfrey sBs (“Mr. Leung”) has
been appointed as the Chief Executive Officer
(“CEQ”) of the Company with effect from 23 July
2019. Mr. Lee stepped down from his role as the
CEO of the Company with effect from the date on
which Mr. Leung’s appointment became effective,
but he remains as an executive director and the
chairman of the Board.

22. APPROVAL OF CONDENSED CONSOLIDATED 22.

FINANCIAL STATEMENTS

The condensed consolidated financial statements
were approved and authorised for issue by the
Board on 27 August 2019.
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(A)

MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW

In the first half of 2019, the Group continues to face
various uncertainties and challenges associated with
the China-United States trade dispute. Against this
backdrop, the Group’s revenue for the 2019 first
half decreased by approximately 17.6% to
HK$712,507,000 (2018 first half: HK$864,234,000
(restated)) when compared with the same period last
year. While there was a decrease in the general and
administrative expenses when compared with the
same period last year, such decrease in percentage
terms was lower than the decrease in the revenue in
percentage terms primarily due to, among others,
expenses relating to the continuing integration of the
Group’s production facilities. As a result, profit
attributable to owners of the Company for the six
months ended 30 June 2019 was HK$14,480,000
(2018 first half: HK$19,862,000 (restated)),
representing a year-on-year drop of approximately
27.1%.

In response to this difficult and challenging
operating environment, the Group will continue to
implement stringent cost control measures, increase
automation in production and develop new products
and innovative technology with a view to enhancing
operational efficiency and achieving product
diversification, as well as closely monitoring the
market situation and making necessary adjustments
to its strategies and operations.

Going forward, the Group remains confident that
these strategies and our strong experience in
technology and solutions will enable it to explore
new business opportunities and tap into new
industry sectors, establish new marketing network
and provide value-added products and services for
customers while safeguarding its solid long-term
profitability and ability to deliver sustainable returns
to shareholders.

EI12[B 57 & 7 i

¥ &

EZZ-—NFLE¥F AEBEEEARR
TEETFRBEHULEBENSETETE
EMEE - EUHBEET AEEBE-Z
—NWEFLE¥¢FHNRABREFRABR DO
17.6%2=712,507,0008 L (ZE — \F L
¥ 4 1 864,234,000/ JT (L E 5|)) - & K
— M RITRASEH X FRBEGEIE -
BZEDLLKREBSELRANE D LEKES
N FEEHER(EFERE)AEBEER
MHEBRSMEENSHS - Bt - &
E-E-AERNA=ZTHIEAREALAAT
= A AL E ) £14,480,000% JT
—ZT— \F E¥F 19,862,000 7T (£
EFH))) REFRBTHEL271% °

B EMERIBEY REMKE A%
B i L R R AR HE I 0 S
B I R TR T G R BTN -
MRmEBREMEHER SR - 5
NERMBHY  EARERAEFEEA
B -

RERK  NEBEEELUFREREM
ERMMERTENEEEREENER
SHHBARMBRAITRAE B
BHBPRNASEPIRHIEEE R MRS -
R RESEBENRBREFEDRAK
RERAIFFEORORE S -
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
& 12 [B 57 i & 7 iifr (48)

(B)

FINANCIAL REVIEW

Due to uncertainty of general business atmosphere,
in particular the escalating trade dispute of China
and the United States which resulted in the Group’s
customers placing fewer orders, the Group’s
revenue for the six months ended 30 June 2019
dropped by approximately 17.6% to
HK$712,507,000 (2018 first half: HK$864,234,000
(restated)) when compared with the same period last
year. The gross profit for the first half of 2019 also
decreased by approximately 19.2% to
HK$140,890,000 (2018 first half: HK$174,389,000
(restated)). While there was a decrease in the
general and administrative expenses when
compared with the same period last year, such
decrease in percentage terms was lower than the
decrease in the revenue in percentage terms
primarily due to, among others, expenses relating to
the continuing integration of the Group’s production
facilities. As a result, profit attributable to owners of
the Company for the six months ended 30 June
2019 recorded approximately 27.1% decrease to
HK$14,480,000 (2018 first half: HK$19,862,000
(restated)). The Group’s EBITDA, computed as profit
before tax, depreciation, amortisation of intangible
assets and finance costs, amounted to
HK$75,209,000 (2018 first half: HK$77,284,000
(restated)).
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(®)

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

BUSINESS REVIEW

Plastic injection moulding business

Since there were relatively fewer new mobile devices
models launched in the market and cautious
business decisions made due to unfavourable market
conditions in the first half of 2019, the revenue of
plastic injection moulding business has decreased by
approximately 14.8% to HK$312,938,000 (2018 first
half: HK$367,100,000 (restated)) as compared with
the same period last year. This business segment
accounted for approximately 43.9% (2018 first half:
42.5% (restated)) of the Group’s overall revenue.
With the launch of newer 3C products, the Group will
strengthen its research and development capabilities
with a view to securing more new project orders for
plastic injection and precision products.

Magnesium alloy die casting business
Primarily as a result of the slowdown in the global
shipment of notebook computers, the revenue of the
magnesium alloy die casting business for the six
months ended 30 June 2019 decreased by
approximately 21.5% to HK$232,091,000 (2018 first
half: HK$295,655,000 (restated)), accounting for
approximately 32.6% of the Group’s overall revenue
(2018 first half: 34.2% (restated)). Apart from
notebook computer casings, the Group will continue
to explore additional applications of magnesium alloy
especially in the automotive and precision
component industry with a view to enlarge its
market share and to expand its customer base.

(©)

B2 [B57 5 & nifr (18)

% JEIN-E
WRTBER

T—NFL¥F ARBEEELHTNR
BREBAGHETERARTHNHOTIEE
MBI B EREREREK  BRIBEBH
WA ®EFRBH D D148%2
312,988,000 jt (= T — A\ &F k£ ¥ F ¢
3671000005&7%(“%5”)) I 3 7 (AR
E BB ALDL3.9%(ZT— N\F ¥
F:425% (KL EH)) - BEE FICE MM
HH - ANEEBINEEFEE D AERE
LRI NBEERESNFERRIE -

EE2EBEXER
HMREREBERAER 2 EBRE -
BHE-_Z—hAFAA=ZTHILEANMAKAS
& EEEBK 2 W AR D D215%2
232,091,000 T (Z T — N\ F £ ¥ F:
295,655,000/ 7T (8 &E5])) » (h AN L B &
B2 U A #932.6% (= B — [\ + ¥ &
34.2% (88 E5))) - BRELABIINRIN -
ZS%@H%!%??:%M.%Z%MI\JE% I
FIRAERBETBMHITE  NEREM
BhEkBEAERPE-

Interim Report 2019 F Hf 3k &



Zinc alloy die casting business

During the period under review, the revenue of zinc
alloy die casting business decreased by
approximately 23.7% to HK$70,805,000 (2018 first
half: HK$92,797,000 (restated)) as compared with
the same period last year, accounting for
approximately 9.9% (2018 first half: 10.7%
(restated)) of the Group’s overall revenue. The Group
will continue to implement smart production and
enhance our operating efficiency so as to provide
quality products to customers with whom we have
maintained long-term relationships.

Aluminium alloy die casting business

For the six months ended 30 June 2019, the
revenue of aluminium alloy die casting business
dropped by approximately 15.9% to HK$71,018,000
(2018 first half: HK$84,466,000 (restated)), which
accounted for approximately 10.0% of the Group’s
overall revenue (2018 first half: 9.8% (restated)). The
Group will continue to focus on the research and
development of different applications of aluminium
alloy in order to expand its customer base and
increase the revenue derived from this business
segment.

Others

During the first half of 2019, the revenue of other
businesses increased by approximately 5.9% to
HK$25,655,000 (2018 first half: HK$24,216,000). The
increase in revenue was mainly derived from the sale
of LED lighting products to commercial customers in
the United States.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
& 12 [B 57 i & 7 iifr (48)
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F [B) BB > #923.7% £ 70,805,000 7T (—
T — \F E¥9F 092,797,000/ T (& &
D)) AR AREEEEWANLIN(ZE
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(D)

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

PROSPECTS

As trade tensions and political uneasiness are yet to
be settled, the Group expects the global business
environment to remain clouded with uncertainties
going forward. The Group will continue to leverage
on its expertise in material applications, advanced
technology, light metal, surface finishing, automation
and product diversification to mitigate the effect of
unfavorable market conditions, and it will also seize
new business opportunities arisen from emerging
business segments to maintain its market presence
and widen its income streams.

Positioned as one of the leaders in material
applications (metal die casting and plastic injection),
the Group has been offering value-added product
solutions, such as light weight magnesium alloy
casings for ultrabooks, accessories for mobile
devices, personal care items and product solutions
for automotive and telecommunication sectors.
Despite the market sentiment shadowed the global
trades, the Group believes that the demand will
gradually resume with expected new product
launches together with growing sectors and
applications in the coming quarters. On the other
hand, the new mobile communications technologies
including but not limited to 5G have reached a
critical stage of development and have generated
extensive demands for complementary
infrastructures. In order to take advantage of the
revolutionary network technologies, the Group is
exploring business opportunities for offerings in this
area, which would require light weight, good heat
dissipation and environmentally friendly solutions.

(D)

B2 [B57 5 & nifr (18)

3=

HRE S KB B REFER - RNE
R EREARESKEFENEER
Z AEEBEBEREENMEER %
ERM BEE REERE BICRE
fmZ AL E R M - AR TS THIR
B E - W3 X5 30 P& R E
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AR ©
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Light weight solutions have been one of the key
focuses in energy saving automobile and transport
development. In view of the development of new
energy vehicles, the Group has been taking a role in
the development of supply chain and penetrating the
technical service network. To cope with the market
trend of new energy vehicles, the Group has been
leveraging its resources and expertise of multi-
material applications (plastics, alloy and rare-earth
alloy) to supply automotive and high precision
components, with an aim to expanding its product
offerings and energy saving and environmentally
friendly solutions.

With the commencement of the Intelligent Foundry
Industry Light Alloy Innovation Center in January
2018, the Group has been working on closer
integration of smart technology and industry
development. With the applications of 3D printing
and fast moulding, the Group is able to design and
build prototypes for customers more quickly and
respond to customer feedback more efficiently. This
shortens the Group’s turnaround cycle and drives in
acquiring new business and orders. The Group will
also continue its development towards “Industry
4.0” with smart facilities to further elevate its
production efficiency and reduce the impact of rising
labour cost to the Group.

Despite the unsettling effect brought by the global
trade and geo-political tensions, China seizes the
opportunity to quicken its integration with ASEAN’s
economy. Benefitting from the Belt and Road
Initiative promoted by the Chinese government, the
Group has been working with clients in reaching out
to ASEAN countries for potential investment and
business projects. With the strong and longstanding
client relationship built, the Group has taken a
proactive approach in exploring the possibility of
extending its production and support service to the
countries involved upon customers’ requests, in
order to support their development.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Where global trade situation remains challenging, the
Group will closely monitor the changes in the
operating environment and formulate prudent
strategies. Leveraging on its accumulated expertise
in material applications and production technologies
together with strong solutions to customers, the
Group is fully capable to provide a broader range of
solutions, services and product innovations, as well
as to proactively explore new business opportunities
and tap into new industry sectors, establish new
marketing network and provide value-added
products and services for customers.

LIQUIDITY AND FINANCIAL RESOURCES
The principal sources of working capital of the
Group during the period under review were from
cash flows generated from operating activities and
bank borrowings. As at 30 June 2019, the Group
had restricted bank balances as well as bank and
cash balances of approximately HK$207,567,000
(31 December 2018: HK$256,123,000), most of
which were denominated in either US dollars,
Renminbi or Hong Kong dollars.

The interest-bearing borrowings of the Group as
at 30 June 2019 were all bank loans with an
aggregate amount of approximately HK$253,888,000
(31 December 2018: HK$324,702,000). All of these
borrowings were denominated in Hong Kong dollars
(81 December 2018: Hong Kong dollars) and which
were primarily subject to floating interest rates. The
bank borrowings with maturities falling due within one
year, in the second to fifth year with repayment on
demand clause and in the second to the fifth year
without repayment on demand clause amounted
to HK$204,955,000, HK$Nil and HK$48,933,000
respectively (31 December 2018: HK$221,491,000,
HK$21,363,000 and HK$81,848,000 respectively).

As at 30 June 2019, the net gearing ratio (a ratio of
the sum of the total bank borrowings less the
pledged bank deposits, restricted bank balances (if
any) and bank and cash balances divided by the
total equity) of the Group was approximately 4.9%
(81 December 2018: 7.2%).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
& 12 [B 57 i & 7 iifr (48)

As at 30 June 2019, the net current assets of the
Group were approximately HK$264,282,000
(31 December 2018: HK$283,103,000), which consisted
of current assets of approximately HK$767,810,000
(31 December 2018: HK$934,389,000) and current
liabilities of approximately HK$503,528,000
(31 December 2018: HK$651,286,000), representing
a current ratio of approximately 1.5 (31 December
2018: 1.4).

EXPOSURE TO FOREIGN EXCHANGE
RISK

Most of the Group’s transactions were conducted in
US dollars, Hong Kong dollars or Renminbi. As
such, the Group is aware of the potential foreign
currency risk that may arise from the fluctuation of
exchange rates between US dollars, Renminbi and
Hong Kong dollars. The Group will closely monitor
its overall foreign exchange exposure and take
appropriate measures to mitigate the risks that the
Group faces from exchange rate fluctuations.

CONTINGENT LIABILITIES
As at 30 June 2019, the Group had no material
contingent liabilities.

CHARGE ON ASSETS

As at 30 June 2019, the Group’s banking facilities
were secured by the following assets: (a) all monies
assignment of rental over the property situated in
Hong Kong owned by the Group; (b) a property
situated in Hong Kong owned by the Group; and (c)
corporate guarantees provided by the Company and
certain subsidiaries of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

HUMAN RESOURCES

As at 30 June 2019, the Group had approximately
4,000 full-time employees (31 December 2018:
4,100). The Group attributes its success to the hard
work and dedication of all staff, therefore, they are
deemed to be the most valuable assets of the
Group. In order to attract and retain high caliber
staff, the Group provides a competitive salary
package, including retirement schemes, medical
benefits and bonuses. The Group’s remuneration
policy and structure are determined based on
market trends, the performance of individual staff as
well as the financial performance of the Group. The
Group has also adopted a share option scheme and
a share award scheme providing incentives and
rewards for those qualifying staff who have made
contributions to the Group.

The Group provides regular training courses for
different levels of staff and holds various training
programs together with PRC institutes and external
training bodies. Apart from academic and technical
training, the Group also organises different kinds of
recreational activities, including New Year gathering,
various sports competitions and interest groups. The
aim is to promote interaction among staff, establish
a harmonious team spirit and promote a healthy
lifestyle.
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OTHER INFORMATION
H fih & i

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

As at 30 June 2019, the interests and short positions of
the directors and chief executives of the Company in the
shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the
“SFO”)) which were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 to 9 of
Part XV of the SFO (including interests and short positions
in which they are taken or deemed to have under such
provisions of the SFO); or were required, pursuant to
section 352 of the SFO, to be entered in the register
referred to therein; or were required to be notified to the
Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) in the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing
Rules”) were as follows:

46 Ka Shui International Holdings Limited Z i BEERAR AR

%%&i ‘_IBZ)\EEAZIK TK/H
KZ%EE

/é-l—
N I

N
Y

E/\\: jli/\ﬂ ‘f’El K jﬁ?&lg
THAB  RERAREEEEE (FE R E:

REE GG ([FHRBAE GG EXVE) 2 &
M MHERNDEESFT BHEREBEIHFRHAE
R BI EXVHETZEID FE A E RN R 7 &

ERXRGMERAR(BRA]) 2 EaRkEs (B
REREZFRHABERIZEZGEXHEEIERHEE
RBBZEMEZRER) ABRBEELFRBAE
{6 5 E535216 7B 50 SR 1T 5% Mk Pt & 52 2 1 25
FEE SRBEHZAMAES LR EMR
AN EMARIESETESF X ST LA
([FEFADENSAARIREBEIACERR
%_\LE;ZDT'



Long Positions in the Shares

Name of Directors

EEfA

Capacity

5

Executive Directors

BITES

Mr. Lee Yuen Fat (“Mr. Lee”)
TREBESE(ZRE])

Mr. Wong Wing Chuen
'EAKBEE

Founder of a discretionary trust®

OTHER INFORMATION (CONTINUED)

Hth & i (

&)

k#HzRE

Interest in controlled company!"
S| A T

EHEFEZEIZAC

E==3
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@=HEA

Independent Non-Executive Directors

BIAEPTES

Mr. Andrew Look
B 8RS0 A

Ir Dr. Lo Wai Kwok SBS, MH, JP
& 1% B 18 +-sBs, MH, uP

Note:

Mr. Lee holds the entire issued share capital of Precisefull Limited
(“Precisefull”). As such, Mr. Lee is deemed to have a controlling
interest in Precisefull and is therefore deemed to be interested in
the interests of Precisefull in the Company.

The 127,980,000 shares, in which 77,980,000 shares and
50,000,000 shares are held by Beautiful Crystal Development
Limited (“Beautiful Crystal”) and Beautiful Colour Assets Limited
(“Beautiful Colour”) respectively (both companies are wholly-owned
by YF Lee Family Trust). YF Lee Family Trust is a discretionary
trust set up by Mr. Lee as settlor and UBS TC (Jersey) Limited
(“UBS TC”) as trustee on 20 February 2014. The discretionary
objects are family members of Mr. Lee. Mr. Lee is the settlor of YF
Lee Family Trust and is deemed to be interested in the
127,980,000 shares held by Beautiful Crystal and Beautiful Colour
under the SFO.

Beneficial owner

Beneficial owner

Mz

Approximate
percentage of

Number of interest in the
Shares Company
EEATHELE

%388 Buaatt
480,000,000 53.71%
127,980,000 14.32%
11,050,000 1.24%
8,800,000 0.98%
1,000,000 0.11%

Z= 55 4 #5 B Precisefull Limited ([ Precisefull |) 2 3 B %
TTRRA o E I - 2= 5 HE 45 4R & ¥ 78 Precisefull 8945 &Il 14
WS - I B I A% A8 A& % B Precisefull R AR RIFTH A
2 e

£%127,980,0008% A% 7 % 5 B Beautiful Crystal
Development Limited ([ Beautiful Crystal |) & Beautiful
Colour Assets Limited ([ Beautiful Colour|) ¥ &
77,980,000 }250,000,0000% i% 15 * b %5 A Al YF Lee
Family TrustZ & # A ° YF Lee Family TrustJy /2= 5
4 1EA{EFEZ 5 A RUBS TC (Jersey) Limited ([ UBS
TCHIEAZTEARZZ—NF-_A=Z+HEKIZE
HERL EXBHRATEEZRERE - Th4E
#YF Lee Family TrustZ 57EZFEA @ IRIEEH LB
B & Bl % % 48 B HBeautiful Crystal & Beautiful
ColourEfT #3552 127,980,0000% i 17 o #E A fE 2 -

Interim Report 2019 F Hf 3k &



OTHER INFORMATION (CONTINUED)
EL fth & i} (48)

Save as disclosed above, as at 30 June 2019, none of
the directors or chief executives of the Company had any
interests or short positions in shares, underlying shares
and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 to 9 of Part
XV of the SFO (including interests and short positions in
which they are taken or deemed to have under such
provisions of the SFO); or were required, pursuant to
section 352 of the SFO, to be entered in the register
referred to therein; or were required to be notified to the
Company and the Stock Exchange, pursuant to the Model
Code. In addition, save as disclosed above, at no time
during the period was the Company or any of its
subsidiaries a party to any arrangements to enable the
directors of the Company or any of their spouses or
children under the age of 18 to acquire benefits by means
of the acquisition of shares in or debentures of the
Company or any other body corporate.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2019, the following persons, other than the
directors or chief executives of the Company, who had
interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 to 5
of Part XV of the SFO or, who were, directly or indirectly,
interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all
circumstances at general meetings of the Company, or
which were required, pursuant to Section 336 of the
SFO, to be entered in the register referred to therein,
were as follows:

OTHER INFORMATION (CONTINUED)
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Long Positions in the Shares BEHzRE
Approximate
percentage of
Number of interest in the
Name Capacity Shares Company
EEATIHELE
&E 5% e B Baaatt
Precisefull Beneficial owner® 480,000,000 53.71%
EmEAAD
Beautiful Crystal Beneficial owner® 77,980,000 8.73%
EnEa AR
Beautiful Colour Beneficial owner® 50,000,000 5.59%
EmniEa AR
UBS TC Trustee® 127,980,000 14.32%
ZFEAQ
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OTHER INFORMATION (CONTINUED)
EL fth & i} (48)

Note:

1. Mr. Lee holds the entire issued share capital of Precisefull. As such,
Mr. Lee is deemed to have a controlling interest in Precisefull and
is therefore deemed to be interested in the interests of Precisefull
in the Company.

2. 77,980,000 shares and 50,000,000 shares are held by Beautiful

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

Save as disclosed above, as at 30 June 2019, the
directors and the chief executives of the Company were
aware of any other persons (other than the directors or
chief executives of the Company) who had interests or
short positions in the shares and underlying shares of the
Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 to 5 of Part
XV of the SFO, or, who were, directly or indirectly,
interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all
circumstances at general meetings of the Company, or
which were required, pursuant to Section 336 of the SFO,
to be entered in the register referred to therein.

SHARE OPTION SCHEME

A share option scheme (“Share Option Scheme”) was
adopted by ordinary resolution of shareholders of the
Company at the annual general meeting of the Company
held on 19 May 2017.

The purpose of the Share Option Scheme is to provide
incentives and rewards to selected eligible persons for
their contributions to the Group. The Share Option
Scheme will remain valid until 18 May 2027 and each
option will be granted at a consideration for HK$10.
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The participants of the Share Option Scheme may include
directors, employees, consultants, professionals,
customers, suppliers, agents, partners, advisors and
contractors of the Group or a company in which the
Group holds an interest or a subsidiary of such company.

The maximum number of shares which may be issued
upon the exercise of all options to be granted under the
Share Option Scheme and under any other share option
scheme(s) adopted by the Company must not in
aggregate exceed 10% of the shares in issue as at the
date of approval of the Share Option Scheme. In addition,
the maximum number of shares which may be issued
upon the exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme and
any other schemes involving the issue or grant of share
options by the Company must not, in aggregate, exceed
30% of the shares in issue from time to time.

The total number of shares issued and to be issued upon
exercise of the options already granted or to be granted
to each participant under the Share Option Scheme and
any other share option scheme(s) of the Company
(including exercised and outstanding share options) in any
12-month period up to and including the date of such
grant should not exceed 1% aggregate of the shares in
issue as at the date of such grant. Any grant of further
options above this 1% limit shall be subject to approval of
the shareholders of the Company at general meetings,
with such participant and his associates abstaining from
voting.
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OTHER INFORMATION (CONTINUED)
EL fth & i} (48)

The total number of shares in respect of which options
may be granted under the Share Option Scheme shall be
89,376,140 shares, representing 10.0% of the issued
share capital of the Company as at the date of this
interim report.

The period within which the options must be exercised
will be specified by the Board at the time of the offer of
grant, and must expire no later than 10 years from the
date of grant. There is no general requirement on the
minimum period for which an option must be held or the
performance targets which must be achieved before an
option can be exercised under the terms of the Share
Option Scheme.

The subscription price for any share under the Share
Option Scheme will be a price determined by the Board
and will be not less than the highest of:

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

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

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

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

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

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

For the six months ended 30 June 2019, no Awarded
Shares was granted pursuant to the Share Award
Scheme.

INTERIM DIVIDEND
The Board does not recommend the payment of an
interim dividend for six months ended 30 June 2019.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY
For the six months ended 30 June 2019, neither the
Company nor any of its subsidiaries has purchased, sold
or redeemed any of the listed securities of the Company.
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OTHER INFORMATION (CONTINUED)
EL fth & i} (48)

SUFFICIENCY OF PUBLIC FLOAT
Based on the information available to the Company and
within the knowledge of the directors, the Company has
maintained the prescribed public float under the Listing
Rules as at the date of this interim report.

CORPORATE GOVERNANCE

During the period under review, the Company has
complied with all the code provisions set out in the
Corporate Governance Code (the “CG Code”) contained in
Appendix 14 of the Listing Rules, except the deviation
form provision A.2.1 of the CG Code as mentioned
below.

Pursuant to Code Provision A.2.1 of the CG Code, the
roles of chairman and Chief Executive Officer (“CEQ”)
should be separate and should not be performed by the
same individual. During the period under review, Mr. Lee,
the chairman and an executive director of the Company,
has temporarily taken up the duties of CEO after
Dr. Wong Cheong Yiu stepped down from his position as
the CEO of the Company with effect from 1 June 2018
until a suitable candidate is appointed. The Board believes
that, Mr. Lee is the founder of the Group and has
extensive experience and knowledge, together with the
support of the management, shall strengthen the solid and
consistent leadership of the Group, and Mr. Lee by
assuming the roles of both chairman and CEO would
allow efficient business planning and decision, which the
Board believes is in the best interest of the business
development of the Group during the transitional period.
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Subsequent to the period under review, Mr. Leung King
Kwok, Godfrey sBs (“Mr. Leung”) was appointed as the
CEO of the Company with effect from 23 July 2019.
Mr. Lee stepped down from his role as the CEO of the
Company on the same date but he remains as an
executive director and the chairman of the Board.

Through Mr. Leung’s appointment, the Company has re-
complied with Code Provision A.2.1 of the CG Code since
the roles of chairman and CEO of the Company are
separate and are not performed by the same individual.
Mr. Lee, the chairman of the Company, is responsible for
the leadership and effective running of the Board while
Mr. Leung, the CEO of the Company, is responsible for
the overall management and supervision of the execution
of the overall business strategies of the Group.

AUDIT COMMITTEE

The Company established the Audit Committee in June
2007. The primary duties of the Audit Committee are to
review the Company’s financial reports, make
recommendations on the appointment, removal and
remuneration of independent auditor, approve audit and
audit-related services, supervise the Company’s internal
financial reporting procedures and management policies,
review the Company’s risk management and internal
control systems as well as the internal audit function, and
other duties under the CG code. The Audit Committee
comprises four independent non-executive directors,
namely Mr. Kong Kai Chuen, Frankie (formerly known as
Kong To Yeung, Frankie), Professor Sun Kai Lit, Cliff BBs,
JP, Ir Dr. Lo Wai Kwok sBs, MH, JP and Mr. Andrew Look
and is chaired by Mr. Kong Kai Chuen, Frankie (formerly
known as Kong To Yeung, Frankie), a qualified accountant
with extensive experience in financial reporting and
controls.
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OTHER INFORMATION (CONTINUED)
Hﬂi] +'I(lll§)

NOMINATION COMMITTEE

The Nomination Committee was set up in June 2007 and
is mainly responsible for reviewing the structure, size and
the composition of the Board and making
recommendations on any proposed change to the Board
to complement the Company’s corporate strategy;
assessing the independence of independent non-
executive directors; making recommendations to the
Board on the appointment of directors and succession
planning for directors. The members of the Nomination
Committee are Professor Sun Kai Lit, Cliff Bas, up, Ir Dr. Lo
Wai Kwok sBs, MH, JP, Mr. Andrew Look and Mr. Kong Kai
Chuen, Frankie (formerly known as Kong To Yeung,
Frankie). Professor Sun Kai Lit, Cliff 88s, JpP is the chairman
of the Nomination Committee.

REMUNERATION COMMITTEE

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

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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

REVIEW OF FINANCIAL INFORMATION

The Audit Committee has reviewed the unaudited
condensed consolidated financial statements of the Group
for the six months ended 30 June 2019.
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DISCLOSURE PURSUANT TO RULE 13.21 OF
THE LISTING RULES

In accordance with the requirements under Rule 13.21 of
the Listing Rules, the Board reported the following details
of loan facilities which exist at any time for the six months
ended 30 June 2019 and up to the date of this report

and

include covenants requiring specific performance

obligations of the controlling shareholder of the Company.

(i)

On 21 December 2018, Ka Shui Manufactory Co.,
Limited (the “Borrower”), the indirect wholly owned
subsidiary of the Company, entered into a facility
agreement with a bank, under which a term loan
facility for an aggregate amount of up to HK$100
million was extended to the Borrower (the “2018
Facility Agreement”). Any draw-down of the loan
under the said facility would be repayable by eight
quarterly instalments commencing the 15th month
after its own draw-down date. The 2018 Facility
Agreement contains a specific performance
obligation that Mr. Lee, a controlling shareholder (as
defined in the Listing Rules) and an executive
director of the Company, shall at all times
beneficially owns (whether directly or indirectly) not
less than 50% of the shareholding and equity
interest in the Borrower and the Company and
maintains management control over both the
Borrower and the Company. A breach of the
aforesaid specific performance obligation will
constitute an event of default under the 2018
Facility Agreement. If an event of default under the
2018 Facility Agreement occurs and is not remedied
in accordance with the terms of the Facility
Agreement, the bank may (among other things)
cancel its further commitments under Facility
Agreement, and/or declare that all or part of the
loans together with accrued interests under the
2018 Facility Agreement would become immediately
due and payable.
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OTHER INFORMATION (CONTINUED)
EL fth & i} (48)

(i

On 22 September 2017, the Borrower entered into
the facility agreement with a bank comprising the
following facilities up to an overall limit of HK$160
million to the Borrower (the “First Facility
Agreement”). On 30 November 2018, the Borrower
and the bank agreed to revise the First Facility
Agreement (the “Revised First Facility Agreement”).
Under the Revised First Facility Agreement:

(@)  Trade related facility and revolving loan facility
up to an aggregate maximum amount of
HK$80 million, with a sub-limit of () HK$20
million for the revolving loan facility; (i) HK$40
million for the aggregate outstanding amount
for the utilisation of import invoice financing by
PRC value added tax invoices; (i) HK$10
million for the aggregate outstanding amount
of letter of guarantee/standby letter of credit;
and (iv) a treasury credit limit up to HK$5
million for the purpose of hedging the
Borrower’s foreign exchange rate, shall be
made available. The life of these facilities are
not specified, but is subject to the bank’s
overriding right of repayment on demand;

(b)  Term loan facility of HK$40 million (the “1st TL
Facility”) had been repaid by the Borrower in
full before 30 November 2018; and

(c)  Term loan facility of HK$40 million (the “2nd TL
Facility”) remains unchanged. The purpose of
the 2nd TL Facility is to finance the Group’s
working capital expenditures with a loan
period of 36 months from the date of the 2nd
TL Facility being made available.
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(i)

The Revised First Facility Agreement contains a
specific performance obligation that Mr. Lee, a
controlling shareholder (as defined in the Listing
Rules) and an executive director of the Company,
shall remain as the single largest shareholder of the
Company. A breach of the aforesaid specific
performance obligation will constitute an event of
default under the Revised First Facility Agreement. If
an event of default under the Revised First Facility
Agreement occurs, liabilities payable under the
Revised First Facility Agreement and the relevant
security documents shall become immediately due
and payable.

On 2 January 2015, the Borrower entered into the
facility agreement with a bank to finance the
Group’s capital expenditures for a term loan facility
up to HK$150 million consisting of two tranches,
both repayable by sixteen equal quarterly
instalments commencing the 15th month after the
first utilisation date. The facility agreement contains
a specific performance obligation that Mr. Lee must
at all times maintain substantial shareholdings
(directly or indirectly) interest in the Borrower. A
breach of the aforesaid specific performance
obligation will constitute an event of default under
the facility agreement. If an event of default under
the facility agreement occurs, the bank may
terminate the facility agreement and liabilities
payable under the facility agreement and the
relevant security documents shall become
immediately due and payable.
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OTHER INFORMATION (CONTINUED)
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(iv)  On 20 June 2017, the Borrower entered into the
facility agreement with a bank to finance its working
capital for a term loan facility up to HK$130 million
repayable by 36 months after the first utilisation
date. The facility agreement contains a specific
performance obligation that Mr. Lee (including
shares under his family trust) must maintain as the
major shareholder (with at least 50% shareholding)
of the Company. A breach of the aforesaid specific
performance obligation will constitute an event of
default under the facility agreement. If an event of
default under the facility agreement occurs, the bank
may terminate the facility agreement and liabilities
payable under the facility agreement and the
relevant security documents shall become
immediately due and payable.

Save as disclosed above, the directors are not aware of
any circumstances which would give rise to a disclosure
obligation pursuant to the requirements under Rule 13.18
of the Listing Rules as at 30 June 2019 and as at the
date of this report.

EVENTS AFTER THE REPORTING PERIOD
Mr. Leung has been appointed as the CEO of the
Company with effect from 23 July 2019. Mr. Lee stepped
down from his role as the CEO of the Company with
effect from the date on which Mr. Leung’s appointment
became effective, but he remains as an executive director
and the chairman of the Board.
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On behalf of the Board, | would like to extend our sincere
appreciation to our customers, suppliers and shareholders
for their continuing support, and our management and
staff for their contribution and dedication to the Group
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By order of the Board
Lee Yuen Fat
Chairman

Hong Kong, 27 August 2019
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