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FINANCIAL HIGHLIGHTS

MR

2021 2020
—g-—F —TTF
HK$’000 HK$000
FET FET
RESULTS E3
Revenue WA 1,714,549 1,469,237
Profit attributable to owners of the Company  ANRA A EzE B A B F 131,139 123,991
EBITDA REFLE S BIE - WERE
5 A & A 248,716 252,302
PER SHARE DATA slREH
Basic earnings per share (HK cent(s)) FRERER CEM) 14.67 13.87
Total dividends per share (HK cent(s)) BRABIRE CEL) 4.0 4.0
— Interim dividend paid per share (HK cent(s) — DAHERFERE C&ML) 1.0 1.0
— Proposed final dividend per share — BERERKARE OFL)

(HK cent(s)) 3.0 3.0
Dividend payout ratio R B L& 27.3% 28.8%
Revenue (HK$ million) Profit attributable to owners of the Company (Hk$ milion)
WA (g#E87) RARE=FE AR RN (5E%7)

1,715 131 104
1,469
2021 2020 2021 2020
Basic earnings per share (HK cent(s)) Total dividends per share (Hk centf(s))
BRERERF s TR E cBil)
4.0 4.0
14.67 15.87
2021 2020 2021 2020
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Revenue percentage by business segments
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Chairman Lee Yuen Fat

Fm FEE

Dear Shareholders,

On behalf of the Board of Directors of Ka Shui
International Holdings Limited (the “Company” or “Ka
Shui”), | am pleased to present you the audited annual
results of the Company and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2021 (the
“Year”).

In 2021, global economy started to regain growth
momentum, thanks to the increase of vaccination rate and
the gradual easing in travel restrictions. China, one of the
largest economies, showed strong resilience and growth
momentum as reflected in its strong GDP growth of 8.1%
for 2021. Benefitted from China’s effective pandemic
control, Ka Shui’s business of material and technological
solutions for diversified industries remained stable and our
revenue maintained growth during the Year. Ka Shui will
continue to enhance its innovation in new material and
production technologies, and diversify its business and
clientele, in order to drive a sustainable development.

HERBOR

AANEREXZRBEREZERARAR (TARF K
(R EFE MAR BTREARFALE
MERR (MBS AEE)BE-T-_—F+=
AZ+-BLEFRE(XFREDZBEREFE

==
i

T % BAREEEREENESIKERS
MELHE  2HEERBRRERLESE P EH
BRANKEERY — — T - —FCDPIERA
8.1% + RILIL AWM EEFIER S - LENHEH
BRHEEES - mima T ERENME
REMRAR REFRBEBTE - WARFEARRE
BE -SRBERERAETVE REERTAA
o WETESNEEZ L UESHHER
E‘% °
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CHAIRMAN’S-S ATEMENT (CONTINU

FE®RE (R)

During the Year, Ka Shui recorded a 16.7% year-on-year
increase in revenue to HK$1,714,549,000 (2020:
HK$1,469,237,000). Profit attributable to owners of the
Company also grew by 5.8% year-on-year to
HK$131,139,000 (2020: HK$123,991,000).

The Board of Directors recommended the payment of a
final dividend of HKB3.0 cents (2020: HKB3.0 cents) per
share for the Year after due consideration of the Group’s
future business development as well as our financials.
Taking into account the interim dividend of HK1.0 cent
(2020: HK1.0 cent) per share, the dividend payout ratio for
the Year would be approximately 27.3% (2020: 28.8%).

For over forty years, Ka Shui has been well recognized by
the industry for its expertise in providing diversified material
solutions including metal alloy die casting and plastic
injection moulding. Ka Shui’s capability has continued to
broaden its business and product range from
communication devices and accessories, personal care,
automotive parts to smart home products and new energy
vehicle power systems. In particular, our expertise in light
alloy and the application of innovative technologies have
helped Ka Shui to secure businesses with major brand
names in the personal computer and automobile industries.
Its high precision plastic injection solutions have also
strengthened Ka Shui’s collaborations with customers in
mobile devices accessories and personal care sectors.
Along with the fast development of new energy vehicles,
Ka Shui is ready to provide light weight solutions with
magnesium alloy and aluminium alloy parts for various
well-known vehicle brands in China. With the technical
support of its alloy lightweight research and development
team and its 4000T and 5000T large-scale die casting
machines, Ka Shui is actively tapping into new energy
commercial vehicle market and capturing the business
opportunities in China driven by the replacement of
traditional heavy trucks with new energy heavy trucks,
contributing to the nation’s goals of the carbon dioxide
emission peak by 2030 and carbon neutrality by 2060.

Ka Shui International Holdings Limited Annual Report 2021
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CHAIRMAN S STATEMEN CONTINUED)

During the Year, the Group was accredited with “The Best
Quality Improvement Award 2020” by Laird Technologies
(Shenzhen) Ltd. (“Laird”), one of our auto parts customers.
Along with our competitive strength on providing
responsive service and support, we have been providing
Laird with high-quality automotive radar shielding covers,
which are being used by renowned international automobile
brands such as General Motors, Volkswagen and Hyundai.
This honor was attributed to our prompt responses
towards customer’s needs and commitment to provide
excellent service and high-quality products to our
customers. Meanwhile, Ka Shui’s effort in promoting smart
manufacturing and production was also recognized by our
customers as the Group was awarded the “The Smart
Manufacturing System Award” by Lenovo. The real-time
end-to-end production management system implemented
in Ka Shui’s production sites allows traceability of the
production of every single product or any batch of
products and highly enhances production data
authentication, reduces manual error, and improves the
overall quality and production efficiency. With the
implementation of Industry 4.0 through the Industrial
Internet of Things (“lloT”) and real-time data on our
manufacturing execution system (“MES”) in different
departments, the Group will continue to work on smart
production to meet the higher and higher expectations of
product quality from customers.
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CHAIRMAN S STATEMENT (CONTINU

FE®RE (R)

The increasing uptake of energy conservation and green
manufacturing is leading to new waves in the industrial
sector. Ka Shui believes that lighter weight, higher strength
and higher heat dissipation characteristics will continue to
be the key focuses of material innovation for energy saving
in our daily lives. More resources will be invested in our
research and development in new material technology to
keep abreast of customer needs and stay ahead of our
competition. We will also continue to expand our
production applications and diversify our business models
to cater for the specific needs of different industries. At the
same time, green and sustainable manufacturing has
become more important for Ka Shui to minimise its
environmental impact, conserve in its use of energy and
natural resources, and enhancing safety for our employees
community and products. Ka Shui will continue to establish
renewable production processes and environmentally
friendly practices in our business, in order to achieve more
sustainable business growth and a better world.

On behalf of the Board of Directors, | would like to take
this opportunity to express my sincere gratitude to all
shareholders, business partners, and customers for their
continuous support to Ka Shui. My sincere thanks also go
to my fellow directors and all staffs for their selfless
contributions and relentless efforts during these challenging
times. Ka Shui will continue to deliver our promises and
our innovation will never stop. Ka Shui will leverage on our
industry edges to capture the opportunities brought about
by the market recovery and create sustainable values for
shareholders.

Lee Yuen Fat
Chairman of the Group

Hong Kong, 19 April 2022
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(A)

AGEMENT DISCUSSION PrND ANALYSIS

FINANCIAL REVIEW

Despite the challenges and uncertainties brought by
the continuing COVID-19 pandemic in 2021, the
Group’s overall revenue for the year ended 31
December 2021 (the “Year”) recorded a year-on-year
increase of approximately 16.7% to
HK$1,714,549,000 (2020: HK$1,469,237,000) mainly
due to the satisfactory growth in the sales
performance of plastic, zinc alloy and aluminium alloy
business. As a result, the consolidated profit
attributable to owners of the Company increased to
approximately HK$131,139,000 (2020:
HK$123,991,000), representing a 5.8% growth when
compared with that of last year. The Group’s gross
profit for the Year also increased by approximately
9.3% to HK$489,064,000 (2020: HK$447,303,000)
and gross profit margin was approximately 28.5%
(2020: 30.4%).

The Group’s EBITDA, computed as profit before tax,
depreciation, amortisation and finance costs,
amounted to approximately HK$248,716,000 (2020:
HK$252,302,000).
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Bt 7% 2] B8
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IVIANAGEIVIEN:F DISCUSSION AND AN

EREF WK 7N ()

BUSINESS REVIEW

Plastic business

As a result of continuing COVID-19 pandemic in the
Year, the market demand for mobile devices and its
accessories increased, which was driven by
increasing popularity of remote working and learning
in various countries. In this relation, the revenue of
plastic business segment had grown by
approximately 23.1% to HK$964,538,000 (2020:
HK$783,500,000), which accounted for
approximately 56.3% (2020: 53.3%) of the Group’s
overall revenue. In order to maintain the growth in
this business segment, the Group will continue to
broaden the product offerings and solutions as well
as optimize different applications of plastic material.

Magnesium alloy business

During the year under review, the revenue of the
magnesium alloy business remained relatively steady
at HK$415,207,000 (2020: HK$417,495,000),
accounting for approximately 24.2% of the Group’s
overall revenue (2020: 28.4%). The Group is actively
exploring the application of magnesium alloy in new
energy vehicles with a view to realizing the growth
potential for this segment in the forthcoming future.

Aluminium alloy business

The revenue of the aluminium alloy business for the
Year increased by approximately 28.0% to
HK$144,417,000 (2020: HK$112,859,000) when
compared with that of the previous year. The
increase is primarily attributable to the significant
increase of sale of home improvement products
made of aluminium alloy in the Year, with demand
driven by longer hours spent by people at home
during COVID-19 pandemic. The segment’s
contribution to the Group’s overall revenue had also
grown from approximately 7.7% in 2020 to
approximately 8.4% in 2021.

Ka Shui International Holdings Limited Annual Report 2021
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Zinc alloy business

Due to increase in the sales of household products,
the revenue of the zinc alloy business for the year
ended 31 December 2021 was approximately
HK$142,537,000 (2020: HK$111,498,000),
representing an increase of approximately 27.8%
when compared with that of 2020. This business
segment accounted for approximately 8.3% of the
Group’s overall revenue (2020: 7.6%). It is expected
that this segment will continue to act as a relatively
stable revenue contributor for the Group in the
coming year.

Others

The revenue of other businesses (trading of lighting
products, production of smart home products,
provision of motor vehicle repairing services, sales of
special purpose vehicles and provision of new energy
vehicle power systems) increased by approximately
9.0% to HK$47,850,000 (2020: HK$43,885,000)
when compared with that of the previous year.

PROSPECTS

Heading into 2022, the evolving situation of
COVID-19 variants continues in different parts of the
world and the outbreak of Russia-Ukraine war have
both put pressure on the recovery of the global
economy. In face of a business environment that is
full of challenges and rapid changes, Ka Shui will
stay vigilant in the market and stay financially
healthy, while at the same time will leverage on its
expertise, innovations in new material and technology
solutions and its extensive business network to
expand its presence throughout the value chain and
explore opportunities to diversify its product
applications.
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MANAGEMENT DISCUSSION AND AN

EREF WK 7N ()

The National People’s Congress and the Chinese
People’s Political Consultative Conference held in
early March 2022 have reaffirmed PRC’s
commitment to reaching a peak in carbon dioxide
emissions by 2030 and achieving carbon
neutralization by 2060. In general, transport is
responsible for around a quarter of carbon emissions
from fuel combustion, with road vehicles being the
largest emitters. Therefore, lightweight technology has
become particularly important in the development of
both traditional and new energy vehicles for them to
be more energy-efficient and environmentally friendly.
The application of the Group’s magnesium alloy
materials to traditional vehicles would reduce carbon
emissions whilst such application to new energy
vehicles would help achieve lighter weights and
longer travel distances. According to the China
Association of Automobile Manufacturers, China’s
new energy vehicle sales reached 3.52 million units
in 2021, representing a year-on-year increase by 1.6
times, and domestic new energy vehicle sales are
expected to reach 5 million units in 2022.
Considering the rapid growth of new energy vehicles
and the increasing importance of lightweight parts for
vehicles, the Group will continue to develop a wider
range of modified alloy material solutions such as
lightweight magnesium alloys and aluminium alloys,
including high-strength, high-toughness and high-flow
magnesium alloys and aluminium alloys for
automotive dashboards, body structural parts,
chassis parts and components of the three electrical
systems (battery, electric machine and electrically
control) to cater for market trends and the needs
from vehicle manufacturers. With its large-scale die
casting machines with different tonnage levels, the
Group will continue to work with automobile brands
to conduct product development for large scale
magnesium and aluminium alloy components.
Besides, the Group has also offered integrated
moulding solutions for auto parts to customers to
enhance one-stop services and to save cost and
production time of customers. In addition, the Group
has also begun to actively explore the application of
lightweight magnesium and aluminium alloy in the
construction industry to achieve weight reduction of
cement formwork.
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.SSION AND ANAL\LSIS—(CONTINUED)

Ka Shui has always been committed to offering
high-quality products for customers in different
industries by extending its new material applications.
Qur self-developed high thermal conductivity
magnesium alloy, which was developed through
modification of the existing material and was initially
designed for more efficient heat dissipation of
notebook computer casings, has extended to its
application to 5G base stations, auto parts in
contemporary electric cars and smart vehicles,
different smart devices and now large outdoor LED
screens because of its high heat dissipation
characteristic. With the rapid increase of application
of 5G networks in commercial and industrial sectors,
the Group, with its production capability of large-
scale components for 5G base stations, will grasp
this emerging business opportunity to capture a
larger market share. In addition, the Group’s biocide-
free germ repellent plastic, which is developed based
on an advanced material technology without using
biocides, has been applied to personal hygiene, baby
products and kitchenware, the products of which
have been well received by the market since the
outbreak of COVID-19 pandemic in early 2020. In
view of the customers’ demand and the changing
consumption pattern to online shopping under the
pandemic, the Group has set up an online sales
platform specifically for our germ repellent plastic
products in both Hong Kong and PRC, to promote
our own product brand and increase the relevant
sales revenue and quantity. The Group will further
develop the different applications of germ repellent
plastic such as food packaging, medical and
healthcare fields with a view to broadening its
product offerings.
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Apart from innovation in new materials, the Group
has also devoted efforts on technology innovation.
The Group’s patented Micro Arc Oxidation (“MAQ”)
technology has also achieved its success in pilot
production of magnesium alloy components for auto
parts and notebook casings. This eco-friendly surface
treatment technology has proven to be exceptionally
corrosion resistant and has gained wide recognition
from the market. Further applications of MAO to
other materials will be tested and launched in the
near future. Besides, in view of the significant time
and cost savings that can be achieved on product
development using 3D printing technology, the Group
has already applied this technology to the
development of auto and aviation components. The
Group will continue to further explore other
applications of this technology in various fields.

In terms of internal optimization, Ka Shui will further
invest in its Industry 4.0 smart manufacturing
systems, to enhance its efficiency in streamlining
production process, minimizing waste and achieving
data management, as well as facilitating real-time
management decisions, which would further add
value to the Group, its customer and shareholders.

Despite the challenging business environment, the
Group will continue to pursue a prudent approach to
explore various investment opportunities and new
business lines that are in-line with our business
model, bringing in synergy to the Group’s operation
and sustaining long-term business growth.
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The Group will closely monitor the impact of and
implement necessary measures to mitigate the
effects of global political situation and COVID-19
pandemic to its business. Material and technological
innovation and advancement will remain a vital focus
of the Group’s future development, as we strive to
uphold our leading position as a solutions provider
with expertise in metal alloy die casting, plastic
injection and other related areas. On top of that,
strong customer relationships, years of experiences
in manufacturing along with sound business
philosophy will all serve as pillars for a sustainable
progression for the Group and create long term
values for shareholders.

LIQUIDITY AND FINANCIAL RESOURCES
The Group has adopted a prudent policy in financial
resources management, maintaining an appropriate
level of cash and cash equivalents as well as
adequate facilities to meet the requirements of day-
to-day operations and business development, at the
same time controlling borrowings at a healthy level.

The principal sources of working capital of the Group
during the Year was from cash flows generated from
operating activities and bank borrowings. As at 31
December 2021, the Group had restricted bank
balances as well as bank and cash balances of
approximately HK$282,712,000 (2020:
HK$258,661,000), most of which were denominated
in either US dollars, Renminbi or Hong Kong dollars.
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The interest-bearing borrowings of the Group as at
31 December 2021 were bank loans and loan from
non-controlling interests with an aggregate amount of
approximately HK$144,161,000 (2020:
HK$153,458,000). All of these borrowings were
denominated in Hong Kong dollars and Euros (2020:
Hong Kong dollars and Euros) and which were
primarily subject to floating interest rates. The
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$36,000,000, HK$96,858,000 and
HK$11,303,000, respectively (2020: HK$40,997,000,
HK$65,961,000 and HK$46,500,000, respectively).

As at 31 December 2021, the net gearing ratio (a
ratio of the sum of the total bank borrowings and
loan from non-controlling interests less the pledged
bank deposits, restricted bank balances (if any) and
bank and cash balances divided by the total equity)
of the Group was not applicable since the Group had
net cash (pledged bank deposits, restricted bank
balances (if any) and bank and cash balances less
total bank borrowings) of HK$138,551,000 (2020: net
cash of HK$105,2083,000).

As at 31 December 2021, the net current assets of
the Group were approximately HK$520,446,000
(2020: HK$467,632,000), which consisted of current
assets of approximately HK$1,010,572,000 (2020:
HK$901,021,000) and current liabilities of
approximately HK$490,126,000 (2020:
HK$433,389,000), representing a current ratio of
approximately 2.1 (2020: 2.1).
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(E)

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. Currently, the Group has not entered into any
financial instrument for hedging purposes. However,
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 31 December 2021, the Group had no material
contingent liabilities.

CHARGE ON ASSETS
As at 31 December 2021, none of the assets of the
Group were pledged.

SIGNIFICANT INVESTMENTS,
ACQUISITIONS AND DISPOSAL

For the year ended 31 December 2021, the Group
did not have any significant investments, acquisitions
or disposals.
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HUMAN RESOURCES

As at 31 December 2021, the Group had
approximately 4,200 full-time employees (31
December 2020: 4,400). 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 as
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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EXECUTIVE DIRECTORS

Mr. Lee Yuen Fat, aged 66, founded the Group in 1980
and is the Chairman of the Group. Mr. Lee was appointed
as an Executive Director of the Company since 2 June
2007 and is a director of certain subsidiaries of the
Company. He is also a director of Precisefull Limited,
which is the controlling shareholder of the Company. Mr.
Lee is responsible for the formulation of the overall
business strategies of the Group. He has over 40 years of
experience in the die casting industry. Mr. Lee holds a
Master of Science Degree in Materials Engineering from the
Yanshan University in the PRC. He was conferred an
award of Honorary Fellowship and Fellowship of
Management and Business Administration by the
Professional Validation Council of Hong Kong Industries
and is the Vice Chairman of the Professional Validation
Council of Hong Kong Industries. Mr. Lee has been
appointed by the Foundry Industry Association,
Guangdong Province as an Expert of the Casting Industry
and is selected for its Expert Database. He has been
appointed by the Shenzhen Longgang District Municipal
People’s Government as an excellent expert of Longgang
District, Shenzhen and is the Professorate Senior Engineer
conferred by the Human Resources and Social Security
Department of Guangdong Province of China.

ECTORS AND SENIOR MANAGEMENT
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Mr. Lee was one of the founding members and was the
Chairman of the Hong Kong Diecasting Association (now
become the Hong Kong Foundry Association (the “HKFA”))
in 1989. He was elected as the first Chairman of the
HKFA and Hong Kong Federation of Innovative
Technologies and Manufacturing Industries (formerly known
as Federation of Hong Kong Machinery and Metal
Industries) in 2008 and 2011 respectively. Mr. Lee is
currently the Chairman of Hong Kong Federation of
Innovation Technologies and Manufacturing Industries, Vice
Chairman of the PRD Council of Federation of Hong Kong
Industries, Shenzhen Division, a member of the Fifth
Industry Training Advisory Committee of Manufacturing
Technology (Tooling, Metals & Plastics) of Hong Kong
Qualifications Framework and a member of Vocational
Training Council Manufacturing Technology Training Board.
Mr. Lee is currently the Rotating Chairman of Die Casting
Branch of the China Foundry Association, Executive
Director of the China Foundry Association, the Managing
Vice Chairman of the Fourth General Committee of the
Guangdong Foundry Industry Association and the Vice
Director General of Foundry Branch of the Guangdong
Mechanical Engineering Association. Mr. Lee is currently
Deputy Director of the Domestic Technical
Correspondence Working Group Expert of the International
Organization for Standardization Foundry Machinery
Technical Committee ISO/TC306, and a member of the
Light Alloy Industry Technology Innovative Alliance Expert
Committee of Guangdong Province. Mr. Lee is the
brother-in-law of Ms. Chan So Wah, the executive director
of the Company.

Mr. Wong Wing Chuen, aged 60, joined the Group in
1988 and was appointed as an Executive Director and Vice
Chairman of the Company on 2 June 2007 and 1 January
2017 respectively. He is a director of certain subsidiaries
of the Company. Mr. Wong is also currently the director of
manufacturing of the Group and is responsible for the
Group’s manufacturing activities. Mr. Wong has over 37
years of experience in die design and manufacturing and
the die casting industry. He is an Associate of the
Professional Validation Council of Hong Kong Industries.
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Mr. Chu Weiman, aged 64, joined the Group in February
2021 and is currently the Chief Executive Officer of the
Group. He was appointed as an Executive Director, a
member of the renumeration committee and nomination
committee of the Company on 1 September 2021. He is
primarily responsible for the overall management and
supervision of the execution of the overall business
strategies of the Group. Mr. Chu holds a Master of
Business Administration degree from the University of
Southern California, USA, a master’s degree of science in
engineering from the University of California, Los Angeles,
USA and a bachelor’'s degree in power mechanical
engineering from National Tsing Hua University, Taiwan. He
is a licensed professional engineer of California, USA. Prior
to joining the Group, Mr. Chu was an executive director
and the chief executive officer of trading division of
Leeport (Holdings) Limited (Stock code: 387), a company
listed on the Hong Kong Stock Exchange, from February
2015 to December 2020 and from September 2016 to
December 2020 respectively. Mr. Chu has held various
senior positions in multi-national companies with operations
in Hong Kong and mainland China and worked as the
branch director for Innovation Process and Automation
Branch and branch director for Manufacturing Productivity
Branch of Hong Kong Productivity Council during the years
between 2000 and 2007. He is currently a general
committee member of the Chinese Manufacturers’
Association of Hong Kong.

Ms. Chan So Wah, aged 63, joined the Group in 1999
and was appointed as an Executive Director of the
Company on 1 April 2019. She is a director of certain
subsidiaries of the Company. Ms. Chan is currently the
director of operations and director of finance of the Group
and is primarily responsible for overseeing the Group’s
human resources and administration management as well
as finance and investment activities. She has over 35
years of experience in sales, marketing and management.
She holds a master’'s degree in business administration
obtained through distance learning education from the
Centenary College in New Jersey, USA and she is a
Fellow of the Professional Validation Council of Hong Kong
Industries (Die Casting and Foundry Industry). Ms. Chan
was awarded Asian Outstanding Leadership Award for
Women in September 2019 by Asian College of
Knowledge Management. She is the sister-in-law of Mr.
Lee Yuen Fat, the Chairman and the Executive Director of
the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Professor Sun Kai Lit CIiff BBs, Jp, aged 68, was
appointed as an Independent Non-executive Director of the
Company on 2 June 2007. He is the chairman of the
remuneration committee as well as the nomination
committee of the Company and a member of the audit
committee of the Company. Professor Sun has over 40
years of experience in the household products
manufacturing industry. Professor Sun was appointed by
the Hong Kong Special Administrative Region Government
(the “HKSAR Government”) as Justice of the Peace in July
20038 and was awarded the Bronze Bauhinia Star by the
HKSAR Government in July 2006. He had been a member
of the Chinese People’s Political Consultative Conference
of Shenzhen, Ningbo and Zhejiang Committee for over 20
years. He is currently the Honorary President of the
Federation of Hong Kong Industries, Honorary Chairman of
The Hong Kong Exporters’ Association, Honorary Chairman
of the Hong Kong Q Mark Council, the Honorary President
of the Hong Kong Plastics Manufacturers Association, the
Supervising President of Guangdong Overseas Chinese
Enterprises Association and an Adjunct Professor of the
City University of Hong Kong. Professor Sun is currently an
independent non-executive director of Wisdom Education
International Holdings Company Limited (change of Chinese
company name took effect from 16 August 2021) (Stock
code: 6068), which is listed on the Hong Kong Stock
Exchange. He was a non-executive director of China South
City Holdings Limited (Stock code: 1668) from September
2009 to July 2017; and an independent non-executive
director of Ming Fai International Holdings Limited (Stock
code: 3828) from July 2007 to March 2016.
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Ir Dr. Lo Wai Kwok GBS, MH, JP, aged 69, was appointed
as an Independent Non-executive Director of the Company
on 2 June 2007. He is the member of the audit
committee, nomination committee and remuneration
committee of the Company. Ir Dr. Lo holds a doctoral
degree in engineering, master’s degrees in engineering and
in business administration respectively and a bachelor’'s
degree in engineering. He is a Chartered Engineer and
Fellow of the Hong Kong Institute of Engineers. Ir Dr. Lo
was awarded the “Young Industrial Awards of Hong Kong”
and the “Ten Outstanding Young Persons Selection” in
1992, the Medal of Honour of the HKSAR Government in
July 2001, and was appointed as Justice of the Peace by
the HKSAR Government in July 2004. Ir Dr. Lo was also
awarded the Bronze Bauhinia Star, the Silver Bauhinia Star
and the Gold Bauhinia Star in July 2009, July 2015 and
July 2021 by the HKSAR Government respectively. Ir Dr.
Lo is currently a member of the Legislative Council of
Hong Kong, representing the Engineering functional
constituency. He has over 40 years of experience in the
electronic and power supply industry and is an Adjunct
Professor of the City University of Hong Kong. Ir Dr. Lo
was an independent non-executive director of Glory Mark
Hi-Tech (Holdings) Limited (Stock code: 8159) from
November 2016 to June 2020.
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Mr. Andrew Look, aged 57, was appointed as an
Independent Non-executive Director of the Company on 16
December 2009. He is the member of the audit
committee, nomination committee and remuneration
committee of the Company. Mr. Look holds a bachelor’'s
degree in commerce from the University of Toronto,
Canada and has over 30 years of experience in the equity
investment analysis of Hong Kong and China stock
markets. From 2000 to 2008, Mr. Look served in Union
Bank of Switzerland (“UBS”) as the head of Hong Kong
research, strategy and product. He was rated as the best
Hong Kong strategist and best analyst by the Asiamoney
magazine, a leading monthly financial and capital markets
publication for corporate and finance readers and
investors, in 2001, 2002, 2003, 2005, 2006 and 2007. Mr.
Look is currently an independent non-executive director of
Hung Fook Tong Group Holdings Limited (Stock code:
1446), CITIC Resources Holdings Limited (Stock code:
1205), EC Healthcare (formerly known as Union Medical
Healthcare Limited and its change of company name took
effect from 26 March 2021) (Stock code: 2138) and L.K.
Technology Holdings Limited (Stock Code: 558), all of
which are listed on the Hong Kong Stock Exchange. He
was an independent non-executive director of TCL
Communication Technology Holdings Limited (a company
delisted on the Hong Kong Stock Exchange on 30
September 2016) from September 2010 to September
2016. He was also an independent non-executive director
of Man Sang Jewellery Holdings Limited (now known as
Affluent Partners Holdings Limited) (Stock code: 1466) and
Cowell e Holdings Inc. (Stock code: 1415) from
September 2014 to December 2016 and from April 2017
to December 2018 respectively.
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ID SENIOR MANAGEMENT (CONTIN

Mr. Kong Kai Chuen, Frankie (formerly known as Kong
To Yeung, Frankie), aged 58, was appointed as an
Independent Non-executive Director of the Company on 11
May 2015. He is the chairman of the audit committee of
the Company and the member of the nomination
committee and remuneration committee of the Company.
Mr. Kong is an associate member of the Hong Kong
Institute of Certified Public Accountants and a fellow
member of the Chartered Association of Certified
Accountants (the United Kingdom). He has accumulated
approximately 30 years’ experience in accounting, auditing,
corporate finance and project administration mostly from
Hong Kong listed companies and multinational business
conglomerates. Mr. Kong is currently a consultant of a
company providing company secretarial, risk management
and financial advisory services and is an independent non-
executive director of Auto lItalia Holdings Limited (Stock
code: 720), a company listed on the Hong Kong Stock
Exchange.

SENIOR MANAGEMENT

Ir Mr. Chan Sin Wing, aged 49, joined the Group in 2004
and is the director of enterprise development of the Group.
He is primarily responsible for overseeing the research and
development as well as new business development of the
Group. Mr. Chan holds a master’s degree in industrial
engineering and industrial management and a bachelor
degree in engineering from the University of Hong Kong.
He is currently a Fellow and the Chairman of the
Manufacturing, Industrial and Systems Discipline Advisory
Panel of the Hong Kong Institution of Engineers. He is also
the Professorate Senior Engineer conferred by the Human
Resources and Social Security Department of Guangdong
Province of China. Prior to joining the Group, he worked
as a senior consultant of the Hong Kong Productivity
Council for over nine years.

Mr. Chan Man Fu, aged 50, joined the Group in 2016 and
is currently the financial controller of the Company. Prior to
joining the Company, Mr. Chan has held senior financial
positions in different listed companies in Hong Kong and
has over 25 years of experience in the areas of audit,
finance and treasury management. He holds a master’s
degree in business administration from the Hong Kong
Baptist University and is a member of the Hong Kong
Institute of Certified Public Accountants.
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The board of directors of the Company (the “Board”) have
the pleasure in submitting its report together with the
audited consolidated financial statements of Ka Shui
International Holdings Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended
31 December 2021.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the manufacture and
sale of zinc, magnesium and aluminium alloy and plastic
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
principal activities of the subsidiaries are set out in note 24
to the financial statements.

BUSINESS REVIEW

A fair review of the business of the Group, together with a
description of the principal risks and uncertainties facing
the Company, particulars of important events affecting the
Group that had occurred since the end of the financial
year 2021, as well as indication of likely future
developments in the business of the Group are set out in
the sections “Business Review” on pages 12 to 13,
“Principal Risks and Uncertainties facing the Company” on
page 63 and “Prospects” on pages 13 to 17 of this report
respectively. An analysis using financial key performance
indicators is set out in the sections “Segment Information”
on pages 205 to 209 and “Five-Year Financial Summary”
on page 272 in this report.

As an innovative high-tech enterprise, the Group is
committed to offering one-stop solutions and professional
services to meet the various needs of our customers, while
building an environmentally-friendly corporation that pays
close attention to conserving natural resources. The
management will review the Group’s environmental
practices from time to time and will consider implementing
further ecology friendly measures and practices in the
operation to enhance environmental protection and
sustainability.

Ka Shui International Holdings Limited Annual Report 2021
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DIRECTORS’ REPGRT—(BONTINUED)

During the year, as far as the Board is aware, there was
no material non-compliance with applicable laws and
regulations by the Group that has a significant impact on
the Group’s business and operations.

The Board recognises that our employees are invaluable
assets contributing to the Group’s future success. The
Group provides competitive remuneration package to
attract, motivate and retain our employees. The Board also
regularly reviews the remuneration package of our
employees and makes necessary adjustments to conform
to the prevailing market practices. The Board also
recognises that maintaining good relationships with our
customers and suppliers is vital to achieve the Group’s
long-term goals.

[t is the Group’s environment policy to (i) observe all
applicable national and local laws and regulations strictly;
(i) establish, implement and strengthen our environmental
management system, as well as setting of goals for
environment achievements; (i) introduce cleaner production
in steps, and striving to conserve resource uses and
reduce waste or effluent; (iv) provide training and education
to promote the idea of sustainable development across the
supply chain; and (v) provide channels for relevant
interested parties and the public to get access to our
environmental performance tracking.

The Board considers that the Group has conducted its
operations in accordance with the environmental policy in
all material respects during the year ended 31 December
2021, and the Group’s business has complied with the
relevant laws and regulations that have a significant impact
on the Group as a whole.

Detailed discussions on the environmental policies and
performance, compliance with the relevant local laws and
regulations that have a significant impact on the Group and
the account of the key relationships of the Group with
employees, customers and suppliers are set out in the
section headed “Environmental, Social and Governance
Report” on pages 69 to 109 of this annual report.
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DIRECTORS’ REPORT (CONTINUED)
EESWRE(E)

EMOLUMENT POLICY AND RETIREMENT
BENEFITS SCHEME

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

The Group has joined a mandatory provident fund scheme
(“MPF Scheme”) for all employees (including the executive
directors of the Company) in Hong Kong. The MPF
Scheme is registered with the Mandatory Provident Fund
Schemes Authority under the Mandatory Provident Fund
Schemes Ordinance. Under the MPF Scheme, the
employer and its employees are each required to make
contributions to the MPF Scheme at rates specified in the
rules of the MPF Scheme. The employees of the
Company’s subsidiaries established in the PRC are
members of a state-managed retirement scheme operated
by the PRC government. These subsidiaries are required to
contribute certain percentage of payroll costs to the
retirement benefit scheme. No forfeited contribution is
available to reduce the contribution payable under the
above schemes.

RESULTS AND APPROPRIATIONS
The results of the Group for the year are set out in the
consolidated statement of profit or loss on page 118.
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DIRECTORS’ REPGRT—(BONTINUED)

INTERIM AND FINAL DIVIDEND

An interim dividend of HK1.0 cent was declared and paid
during the vyear. The Board had recommended the
payment of a final dividend of HK3.0 cents per share for
the year ended 31 December 2021 to the shareholders
whose names appear on the register of members of the
Company on Monday, 13 June 2022. Subject to the
approval of the shareholders of the Company at the
forthcoming annual general meeting to be held on
Tuesday, 31 May 2022, the final dividend will be paid on
or about Monday, 20 June 2022.

The register of members of the Company will be closed
from Thursday, 26 May 2022 to Tuesday, 31 May 2022,
both days inclusive, during which no transfer of shares will
be registered. In order to be eligible to attend and vote at
the forthcoming annual general meeting of the Company,
all share transfer documents accompanied by the relevant
share certificates and transfer forms must be lodged with
the Company’s branch share registrar and transfer office in
Hong Kong, Computershare Hong Kong Investor Services
Limited, at 17M Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong for registration not later
than 4:30 p.m. on Wednesday, 25 May 2022.

The register of members will be closed from Wednesday,
8 June 2022 to Monday, 13 June 2022, both days
inclusive, during which no transfer of shares will be
registered. In order to qualify for the final dividend, all
share transfer documents accompanied by the relevant
share certificates and transfer forms must be lodged with
the Company’s branch share registrar and transfer office in
Hong Kong, Computershare Hong Kong Investor Services
Limited, at 17M Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong for registration not later
than 4:30 p.m. on Tuesday, 7 June 2022.

RESERVES
Movements in reserves during the year are set out in the
consolidated statement of changes in equity on page 122.

As at 31 December 2021, the Company’s reserve available
for distribution amounted to approximately
HK$209,117,000 (2020: HK$208,099,000).
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DIRECTORS’ REPORT (CONTINUED)

EFEHRS(A)

PROPERTY, PLANT AND EQUIPMENT

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

MAJOR CUSTOMERS AND SUPPLIERS

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

Sales

—  the largest customer 42.8%
—  five largest customers combined 69.3%
Purchase

—  the largest supplier 8.3%
—  five largest suppliers combined 32.9%

None of the directors, their close associates or any
shareholders (which to the knowledge of the directors
owns more than 5% of the number of issued shares of the
Company) had an interest in the Group’s five largest
customers and suppliers.

FINANCIAL SUMMARY

A summary of the results of the Group for the past five
financial years ended 31 December 2021 and assets and
liabilities of the Group as at 31 December 2017, 2018,
2019, 2020 and 2021 are set out on page 272.

SHARE CAPITAL

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

EQUITY-LINKED AGREEMENTS

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

DONATIONS

During the year, the Group made charitable and other
donations amounting to approximately HK$322,000(2020:
HK$49,000).

Ka Shui International Holdings Limited Annual Report 2021

I35~ B R RE
AEEME BELRENAFERAZEHHS
EiSoR=p R E A

ITEEFRHER
RAFER  AEEZXBES RHUEHRGER
BEERARBBZEALMT

$HE
- &AEF 42.8%
— RREFAG 69.3%
HREE
- BRAHESR 8.3%
— RAAREEEEE 32.9%

MEEFNARAES ERTBHEA T HEAK
R(BEEMAERLSDIA LB ARRREBITHRN
HEE)RNAEEEAREP LB ERAE R -

BB E
AEBREZE T - —F+_-_A=+—HI@EE
AEAMREFEZEEARAEER T —+F -
—E-N\F -ZZE-h ZZEERZT-—F
T A=+ HZEERBENBMERNE272
H o

% 7<
RABZRARRNFEEANZ B FHMN I IERE
B 5E36 °

IR 01 R
BT SR 2 W R ) R B A5 BB T 8IS -
S5 (B 10 4F P30 45 5T 37 (F 1 AR SR 4 145 3 o

B

RAFE  AEBERZEEZ REMBRE XKL
73322,000/8 7T (ZF ZFF : 49,000% TT) °



 DIRECTORS’ REPBRF(CONTINUED)

ESEHE(H)

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association and the Companies Act
of the Cayman Islands, which would oblige the Company
to offer new shares on a pro-rata basis to existing
shareholders.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption
available to the shareholders of the Company by reason of
their holding of the Company’s securities.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY
During the year, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the
Company’s listed securities of the Company.

THE BOARD
The directors of the Company during the year and up to
the date of this report were:

Executive Directors

Mr. Lee Yuen Fat (“Mr. Lee”) (Chairman)
(stepped down as Chief Executive Officer with
effect from 1 February 2021)

Mr. Wong Wing Chuen (Vice Chairman)

Mr. Chu Weiman (Chief Executive Officer)
(appointed as Executive Director with effect from
1 September 2021)

Ms. Chan So Wah

Independent non-executive directors
Professor Sun Kai Lit, Cliff BBS, JP
Ir Dr. Lo Wai Kwok GBS, MH, JP
Mr. Andrew Look
Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie)

The biographical details of the directors are set out on
pages 21 to 27 of this annual report.

During the year under review, no director resigned from his
office or refused to stand for re-election to his office due
to reasons relating to the affairs of the Company.
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DIRECTORS’ REPORT (CONTINUED) *

EFEHRS(A)

In accordance with the Company’s Articles of Association,
Mr. Wong Wing Chuen, Mr. Chu Weiman, Ms. Chan So
Wah and Mr. Kong Kai Chuen, Frankie will retire at the
forthcoming annual general meeting and, being eligible,
offer themselves for re-election.

PERMITTED INDEMNITY PROVISION

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

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

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ AND CONTROLLING
SHAREHOLDER’S INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

There were no transactions, arrangements or contracts of
significance (inclusive of provision of services to the
Company or any of its subsidiaries), to which the
Company, its holding company, any of its subsidiaries or
fellow subsidiaries was a party and in which a director and
the controlling shareholder of the Company had a material
interest, whether directly or indirectly, subsisted during or
at the end of the year.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or existed
during the year.
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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 during the year
ended 31 December 2021 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 “Dec
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 Borrower
may drawdown the Dec 2018 Facility Agreement for
a period of 18 months from the date of the Dec
2018 Facility Agreement. The Dec 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 own (whether
directly or indirectly) not less than 50% of the
shareholding and equity interest in the Borrower and
the Company and maintain 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 Dec 2018
Facility Agreement. If an event of default under the
Dec 2018 Facility Agreement occurs and is not
remedied in accordance with the terms of the Dec
2018 Facility Agreement, the bank may (among other
things) cancel its further commitments under Dec
2018 Facility Agreement, and/or declare that all or
part of the loans together with accrued interests
under the Dec 2018 Facility Agreement would
become immediately due and payable.
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EFEHS(A)

(it

On 30 November 2018, the Borrower entered into a
facility agreement (the “Nov 2018 Facility Agreement”)
with a bank. Under the Nov 2018 Facility
Agreement:

(@)  Trade related facility and revolving loan facility
up to an aggregate maximum amount of
HK$80 million, with a sub-limit of (i) 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; and (i) 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;

(o)  Term loan facility of HK$40 million. The purpose
of the loan facility is to finance the Group’s
working capital expenditures with a loan period
of 36 months from the date of the term facility
being made available.

The Nov 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 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
Nov 2018 Facility Agreement. If an event of default
under the Nov 2018 Facility Agreement occurs,
liabilities payable under the Nov 2018 Facility
Agreement and the relevant security documents shall
become immediately due and payable. This term loan
facility had been repaid by the Borrower in full in
February 2021.
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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. This term loan facility had been repaid
by the Borrower in full in January 2021.

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 31 December 2021 and as at
the date of this report.

REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the directors and the top five
highest paid individuals of the Group are set out in notes
15 and 16 to the consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2021, 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 “SFQ”)) 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 on Securities on the Stock Exchange
(the “Listing Rules”) were as follows:
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Long Positions in the Shares

Capacity

&

Executive Directors

BITES

Mr. Lee Interest in controlled
company

e L3 ESEL PN ol

Mr. Wong Wing Chuen

o
UED)
EEQRE(H)

iz zRka

Founder of a discretionary

trust@

EHEEFEZEILAC

Beneficial owner

mKBFRE EnlEA A
Independent Non-Executive

Directors
BIAKPITES

Mr. Andrew Look
B 51 S A

Ir Dr. Lo Wai Kwok GBS, MH, JP
EE R G L e eBs, MH, JP

Notes:

Beneficial owner

BEaBAA

Beneficial owner

EmEAA

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.

Bzt

Approximate
percentage of
interest in the

Company

BEATHEE

L EOI=E 7 4

Number of
Shares

(Long position)
e e
(RE)

440,000,000 49.23%
127,980,000 14.32%
11,050,000 1.24%
8,800,000 0.98%
1,000,000 0.11%

5 H 45 G Precisefull  Limited ([ Precisefull]) 2 & B 2%
TTHRAR o At » 25 5 A& 1 4R & i /8 Precisefull &9 122 il 14
s o NP A I T 4R AR B 1 B Preciseful R A R A FTF A
ZHERS o

#127,980,000/% % 19 9 Bl B8 Beautiful Crystal
Development  Limited ([ Beautiful Crystall) K& Beautiful
Colour Assets Limited ([Beautiful Colour]) 3 &
77,980,000 % 50,000,000 8% % 1 - b & A B AYF Lee
Family TrustZ&#A ° YF Lee Family Trust/hfZ 504
EBEEZEAKRUBS TC (Jersey) Limited ([UBS
TCHEASFAAR-ZE—NF_A-+HRIZZ#E
Bt EXRHRAB/TRECKIEKE - TEEERYF
Lee Family TrustZ {55t Z 5T A @ IRIBEZEHF KB KRG -
#3818 A7 Beautiful Crystal & Beautiful Colourfi#8 2
127,980,000 % f% 17 2 ¥ 5 # == ©
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EESWRE(E)

Save as disclosed above, as at 31 December 2021, none
of the directors and chief executives of the Company had
any interests or short positions in shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 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 the Listing Rules. In addition, save as disclosed
above, at no time during the year ended 31 December
2021 was the Company or any of its subsidiaries a party
to any arrangements to enable the directors of the
Company or any of their spouses or children under the
age of 18 to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other
body corporate.

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

As at 31 December 2021, 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:
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Long Positions in the Shares

Capacity

4

Beneficial owner™

B A AL

Precisefull

Beneficial owner®
EmEA A

Beautiful Crystal

Beneficial owner®

EamEB A

Beautiful Colour

Trustee®
N

UBS TC

Notes:

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

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

Save as disclosed above, at no time during the year, the
directors and the chief executive of the Company were
aware of any other persons (other than the directors or
chief executives of the Company) who had interests or
short positions in the shares and underlying shares of the
Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 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.

ESEHE(H)

BHzRE
Approximate
Number of percentage of
Shares interest in the
(Long Position) Company
k& E EEATHEE
(R2) L EOl=E 07 4
440,000,000 49.23%
77,980,000 8.73%
50,000,000 5.59%
127,980,000 14.32%

Mt
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EFEHS(A)

SHARE OPTION SCHEME

A share option scheme (the “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.

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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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 annual
report.

The period within which the options must be exercised will
be specified by the Board at the time of the offer of grant,
and must expire no later than 10 years from the 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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EFEHRE (A

SHARE AWARD SCHEME

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

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

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

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

Where any Awarded Shares are proposed to be offered to
a connected person of the Company (as defined under
Chapter 14A of the Listing Rules), such offer of Awarded
Shares has to be first approved by the independent
non-executive directors of the Company and the Company
will comply with the applicable requirements of Chapter
14A of the Listing Rules in respect of such offer (including
but not limited to the obtaining of independent
Shareholders’ approval if necessary).
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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, representing approximately 4.98% of the issued
share capital of the Company as at the date of this annual
report, and the maximum number of shares which may be
awarded to an awarded person under the Share Award
Scheme would be 8,904,354 shares.

For the year ended 31 December 2021, no Awarded
Share was granted, vested or cancelled pursuant to the
Share Award Scheme.

COMPETING BUSINESS

None of the directors of the Company had any interest in
any competing business with the Company or any of its
subsidiaries during the year under review. Each of Mr. Lee
and Precisefull (the controlling shareholders (within the
meaning of the Listing Rules) of the Company) has
provided a written confirmation, which has been reviewed
and confirmed by the independent non-executive directors
of the Company, confirming that they have complied with
the terms of a Deed of Non-competition entered into
between them and the Company for the year ended
31 December 2021.

PUBLIC FLOAT

As at the date of this report, the Company has maintained
the prescribed public float required under the Listing Rules,
based on the information that is publicly available to the
Company and within the knowledge of the directors.

RELATED PARTY TRANSACTIONS

Details of the Group’s related party transactions for the
year ended 31 December 2021 are set out in note 43 to
the consolidated financial statements. The related party
transactions set out therein do not fall within the definition
of connected transactions under Chapter 14A of the
Listing Rules.
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EVENTS AFTER THE REPORTING PERIOD

On 19 April 2022, the Board has recommended the
payment of a final dividend of HK3.0 cents per share
(2020: HK3.0 cents per share) for the year ended
31 December 2021 to the shareholders whose names
appear on the register of members of the Company on
Monday, 13 June 2022. Subject to the approval of the
shareholders of the Company at the forthcoming annual
general meeting to be held on Tuesday, 31 May 2022, the
final dividend will be paid on or about Monday, 20 June
2022.

AUDITOR

At the last annual general meeting of the Company, RSM
Hong Kong was re-appointed as the auditor of the
Company.

The consolidated financial statement has been audited by
RSM Hong Kong who will retire and, being eligible, offer
themselves for re-appointment.

The Company will propose a resolution in relation to the
re-appointment of RSM Hong Kong at the forthcoming
annual general meeting.

OTHER CHANGES IN DIRECTORS’
INFORMATION

Other changes in directors’ information for the year ended
31 December 2021 are set out below:

1. Mr. Lee Yuen Fat, an executive director of the
Company, stepped down from the position of Deputy
Director of Technology of Plasticity Branch of
Chinese Mechanical Engineering Society in June
2021.

2. Ms. Chan So Wah, an executive director of the
Company, has been appointed as the director of
finance of the Group in May 2021, in addition to her
other existing positions of the Group.

3. Ir Dr. Lo Wai Kwok GBS, MH, JP, an independent
non-executive director of the Company, was awarded
the Gold Bauhinia Star by the HKSAR Government in
July 2021.
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DIRECTORS’ REPBR'F (CONTINUED)

4, Mr. Andrew Look, an independent non-executive
director of the Company, was appointed as an
independent non-executive director of L.K.
Technology Holdings Limited (stock code: 558) with
effect from 1 April 2022.

5. Mr. Sun Kai Lit Cliff BBS, JP, an independent
non-executive director of the Company, is currently
an independent non-executive director of Wisdom
Education International Holdings Company Limited
(stock code: 6068) (change of Chinese company
name took effect from 16 August 2021).

Save as the information disclosed above, there is no
change in directors’ information required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules.

By order of the Board
Lee Yuen Fat
Chairman

Hong Kong, 19 April 2022
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The board of directors of the Company (the “Board”)
believes that good corporate governance practices are
essential for promoting investors’ confidence and
maximising shareholders’ returns. The Board is committed
to maintaining a high standard of corporate governance
and reviews its corporate governance practices on a
regular basis.

With the above in mind, the Company has applied the
principles and adopted corporate governance practices as
set out in the Corporate Governance Code (the “CG
Code”) contained in Appendix 14 to the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) in
its corporate governance. In accordance with the
requirements of the Listing Rules and also to enhance its
corporate governance practices, the Company has also
adopted a number of corporate governance policies,
including but not limited the board diversity policy, director
nomination policy, shareholders’ communication policy,
dividend policy, risk management policy, inside information
policy, anti-corruption policy and whistleblowing policy.

Save for the matters discussed in the paragraph headed
“Chairman and Chief Executive Officer” in this section, for
the year ended 31 December 2021 and up to the date of
this report, the Board is of the view that Company is in
compliance with all the applicable code provisions of the
CG Code, which is explained in the relevant paragraphs
below.
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THE BOARD

The Board is collectively responsible for formulating the
Group’s overall business strategies, monitoring and
evaluating its operating and financial performance and
reviewing the corporate governance standard of the
Company. The day-to-day management, administration and
operation of the Company are all led by the chief
executive officer of the Company. The Board has
delegated a series of responsibilities to the senior
management of the Company, which include the
implementation of decisions of the Board, the coordination
and direction of day-to-day operation and management of
the Company in accordance with the management
strategies and plans approved by the Board, formulating
and monitoring the production and operating plans and
budgets, and supervising and monitoring the control
systems. The Board has the full support of the senior
management to discharge its responsibilities.

As at 31 December 2021, the Board comprised eight
members as follows:

Executive Directors

Mr. Lee Yuen Fat (Chairman)
(stepped down as Chief Executive Officer with effect
from 1 February 2021)

Mr. Wong Wing Chuen (Vice Chairman)

Mr. Chu Weiman (Chief Executive Officer)
(appointed with effect from 1 September 2021)

Ms. Chan So Wah

Independent Non-executive Directors
Professor Sun Kai Lit Cliff, BBS, JP
Ir Dr. Lo Wai Kwok, GBS, MH, JP
Mr. Andrew Look
Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie)

Biographical details of the directors of the Company
(“Directors”) as at the date of this report are set out on
pages 21 to 27 of this annual report.
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Save as disclosed in the section headed “Directors and
Senior Management” in this annual report, the Board
members have no financial, business, family or other
material/relevant relationships with each other as at
31 December 2021.

In accordance with the Company’s articles of association,
a person may be appointed as a Director either by the
shareholders in general meeting or by the Board. Any
Directors appointed by the Board as additional Directors or
to fill casual vacancies shall hold office until the next
general meeting, and are eligible for re-election by the
shareholders. In addition, all directors (including
independent non-executive Directors) are subject to
retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the provisions
of the Articles of Association of the Company and should
be subject to retirement by rotation at least once every
three years.

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

During the year, four Board meetings and one annual
general meeting were held and details of attendance of
Directors are set out in the table on page 59 of this
annual report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
Pursuant to Code Provision C.2.1 of the CG Code, the
roles of Chairman and Chief Executive Officer (“CEO”)
should be separate and should not be performed by the
same individual. Currently, the roles of chairman and CEO
of the Company are separate and are not performed by
the same individual.
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Mr. Lee Yuen Fat (“Mr. Lee”), the Chairman and an
executive director of the Company, has temporarily taken
up the duties of CEO after Mr. Leung King Kwok, Godfrey
SBS has resigned from his position as CEO of the
Company on 31 December 2020 until a suitable candidate
was appointed. After the appointment of Mr. Chu Weiman
(“Mr. Chu”) as the CEO of the Company with effect from
1 February 2021, Mr. Lee stepped down from his role as
the CEO of the Company on the same date but remained
as an executive director and the chairman of the Board.
Through Mr. Chu’s appointment, the Company has
recomplied with Code Provision C.2.1 of the CG Code.
Mr. Lee, being the chairman of the Company, is
responsible for the leadership and effective running of the
Board while Mr. Chu, being the CEO of the Company, is
responsible for the overall management and supervision of
the execution of the overall business strategies of the
Group.

INDEPENDENT NON-EXECUTIVE DIRECTORS
All the independent non-executive Directors were
appointed for a term of two years. To further strengthen
the standard of corporate governance, the Company
follows the CG Code and requires any re-appointment of
an independent non-executive Director who has served on
the Board for over nine years to be subject to a separate
resolution to be approved by shareholders. In such cases,
the Board will set out in the annual report or circular the
reasons why it considers such Director to continue to be
independent and should be re-elected.

Each of the independent non-executive Directors has
confirmed in writing his independence from the Company
in accordance with Rule 3.13 of the Listing Rules. On this
basis, the Company considers all such Directors to be
independent.

With their different experiences and expertises, the
independent non-executive Directors supervise and provide
independent judgement to the Board on strategic and
significant matters. The Board seeks to develop an
effective working environment for the executive and
independent non-executive Directors so as to improve the
quality of the decisions made by the Board without
constraining the independent views of the independent
non-executive Directors. Regular Board meetings were held
during the year with open discussions between the
executive Directors and the independent non-executive
Directors to enhance communication and effective working
relationship.
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LIABILITY INSURANCE FOR THE DIRECTORS
The Company has in force appropriate insurance coverage
on Directors’ and officers’ liabilities arising from the
Group’s business. The Company reviews the extent of
insurance coverage on an annual basis.

CONTINUOUS PROFESSIONAL
DEVELOPMENT

The Directors are regularly briefed on the amendments to
or updates on the Listing Rules, corporate governance
practices, applicable regulatory regimes and the business
development of the Group. To keep abreast of the
responsibilities of the Directors and infuse them with new
knowledge, an in-house seminar was conducted during the
year and all Directors attended the seminar and complied
with code provision C.1.4 of the CG code. Apart from
what the Company had arranged, some of the Directors
also attended other external training seminars.

BOARD COMMITTEES

The Board is supported by a number of committees,
including the Audit Committee, Nomination Committee,
Remuneration Committee and Risk Management
Committee. Each Board Committee has its defined and
written terms of reference approved by the Board covering
its duties, powers and functions. Their terms of reference
are available on the websites of the Company and the
Stock Exchange. All Board Committees are provided with
sufficient resources to discharge their duties, including
access to management or professional advice if considered
necessary.

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 8BS,
JP, Ir Dr. Lo Wai Kwok GBS, 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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During 2021, the Audit Committee held two meetings.
Major work completed by the Audit Committee during the
year includes: (i) reviewed the interim and annual results of
the Group: (i) reviewed significant accounting and audit
issues of the Company; (i) reviewed the internal audit
report and advised on the material risks facing the Group;
(iv) reviewed the risk management and internal control
systems of the Group; (v) assisted the Board to evaluate
the effectiveness of the Company’s internal audit function;
and (vi made recommendation to the Board on the
re-appointment of the auditors of the Company.

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 Nomination Committee consists of (i) four
independent non-executive Directors, namely Professor Sun
Kai Lit, Cliff BBs, Jyp, Ir Dr. Lo Wai Kwok GBS, MH, JP,
Mr. Andrew Look and Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie), and (i) one
executive Director, Mr. Chu Weiman (appointed with effect
from 1 September 2021). Professor Sun Kai Lit, Cliff BBS,
JP is the Chairman of the Nomination Committee.

During 2021, the Nomination Committee held three
meetings. Major work completed by the Nomination
Committee during the year includes: (i) evaluated and
assessed whether the candidate is qualified for
directorship; (i) recommended the directors to be
re-elected at annual general meeting; (i) assessed the
independence of independent non-executive directors of
the Company; and (iv) reviewed the structure, size and the
composition of the Board.
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Remuneration Committee

The Company established the Remuneration Committee in
June 2007. The major duties of the Remuneration
Committee are to make recommendations to the Board on
the Company’s policy and structure for the remuneration of
directors and senior management. It also reviews and
determines the terms of remuneration packages, the award
of bonuses and other compensation payable to individual
Directors and senior management with reference to the
Board’s corporate goals and objectives. The Remuneration
Committee consists of (i) four independent non-executive
Directors, namely Professor Sun Kai Lit, Cliff BBS, JP, Ir
Dr. Lo Wai Kwok GBS, MH, JP, Mr. Andrew Look and
Mr. Kong Kai Chuen, Frankie (formerly known as Kong To
Yeung, Frankie); and (iij one executive Director, Mr. Chu
Weiman (appointed with effect from 1 September 2021).
The Chairman of the Remuneration Committee is Professor
Sun Kai Lit, Cliff BBS, Jp, an independent non-executive
director.

During 2021, the Remuneration Committee held three
meetings. Major work completed by the Remuneration
Committee during the year included: (i) approved the
remuneration of chief executive officer of the Company; (ii)
determined and approved the remuneration and bonus
payable to executive directors of the Company; (iii)
recommended the remuneration of independent
non-executive directors of the Company for approval of the
Board; and (iv) approved the service contract and
remuneration of the newly appointed executive director.

The remuneration of the members of senior management
(except directors) who were employed by the Group during
the year ended 31 December 2021, shown by band, is set
out below:

Number of individuals
A

FHNEESE
ARABR_ZEZELFNARTFMHEE S - FHl
ZEGVFEBEARARFEERSREEA
BB REBRNESSHBER AR
ExgsrEFHREEMBR RETERNES
REREBABZHMEFS  CAREREMR
Bl - FrEANEE2R()NEBIIFNTE SRR
#i%eBs, JP EEFIE L T2 GBS, MH, JP ~ BE
WA TRER A (RITBITER) (i) — R ENTT
i%mﬁﬁﬁi@%_g:—iﬂﬂ—aﬁéﬁ)
W - HINEZE S 2 ERABYIFRNITEEHER
?Jl%ﬂiBBs, JPe

RZEZ—F FWNEESRTTZASHE F
M§EQF¢WEWMEEI¢@%-OHEK
ﬂTﬂﬁﬂﬁm M (iR TE M B AR R RIBTT
BENHIRIEL : (M EECREIELRRT
ﬁ%izéE%ﬂ?fEE%EEU%ﬁEM DR (iv)REEFTE R TR
TEENRBEE L REFH -

RBE-Z-_—F+-_A=1—HZFE #X
SEEFNRAEEABR (EERIN) OF - 12
ORI B D - FIT

HK$500,001 — HK$1,000,000 500,001% 7T £ 1,000,000 7T 1~
HK$1,000,001 — HK$1,500,000 1,000,001 7t £ 1,500,0007% 7T 1
HK$1,500,001 — HK$2,000,000 1,500,001 7t £2,000,0007% 7T 2

* This refers to a member of senior management who resigned on 17 * HEF—ZaMRERABR-_Z-_—F X XA+ARE -

June 2021.

Ka Shui International Holdings Limited Annual Report 2021



Risk Management Committee

The Company has set up the Risk Management
Committee with terms of reference in October 2020. The
main responsibilities of the Risk Management Committee
include monitor and review the process of the risk
management and internal control, and advise the Board on
the appropriateness, effectiveness of and the proposed
improvements to be made to the existing risk management
and internal control systems; provide recommendations to
the management on risk management and internal control,
and set up procedures to unveil, assess and manage
material risk factors and ensure that management
discharges its responsibility to implement effective risk
management and internal control systems; and review with
the Group’s management, external auditor and the internal
audit function, the adequacy of the Group’s policies and
procedures regarding risk management and internal control
systems and any relevant statement by the directors to be
included in the annual accounts prior to their endorsement
by the Board. The Risk Management Committee currently
comprises the Chief Executive Officer of the Company
(namely Mr. Chu Weiman) as its chairman, and Director of
Manufacturing (namely Mr. Wong Wing Chuen), Director of
Operations (namely Ms. Chan So Wah), all of whom are
executive Directors, and Director of Sales and Marketing.

During 2021, the Risk Management Committee held three
meetings. Major work completed by the Risk Management
Committee during the year includes: (i) discussed and
reviewed the potential risks exposed to the Group in its
operations; (i) reviewed the Group’s internal control
procedures; and (iii) assessed the adequacy of the Group’s
policies and procedures regarding risk management and
internal control systems.
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CORPORATE GOVERNANCE FUNCTION
The Board is responsible for the corporate governance
functions with the following duties:

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

° to review and monitor the training and continuous
professional development of Directors and senior
management;

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

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

° to review the Company’s compliance with the CG
Code and disclosure in the Corporate Governance
Report.

DIRECTOR NOMINATION POLICY

The Board has adopted a director nomination policy (the
“Director Nomination Policy”) as required by the CG Code
which sets out selection criteria in evaluating and selecting
candidates for directorships. The Nomination Committee
shall consider various factors, including but not limited to
objectives of nomination committee, the character and
integrity, qualifications, ability and independency
requirements of the selecting candidates, the board
diversity policy and the needs of the Company.
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The Nomination Committee shall evaluate and assess
whether such candidate is qualified for directorship based
on the selection criteria upon receipt of the proposal on
appointment of new director. It may engage external
service provider(s) as it considers appropriate in making the
determination and recommend to the Board to appoint the
appropriate candidate for directorship. The Nomination
Committee shall also evaluate candidates based on the
selection criteria to determine whether such candidate that
is nominated by a shareholder is qualified and appropriate
for election as a director at the general meeting of the
Company.

The Nomination Committee shall review the overall
contribution and service to the Company of the retiring
director and determine whether the retiring director
continues to meet the selection criteria. The Board, with
the recommendation from Nomination Committee, shall
then make recommendation to shareholders in respect of
the proposed re-election of the retiring director at the
general meeting. The Board shall have the final decision on
all matters relating to its recommendation of candidates to
stand for election at any general meeting.

The Nomination Committee will continue to review the
Director Nomination Policy from time to time and may
adopt changes as appropriate at the relevant time.
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BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy (the
“Board Diversity Policy”) as required by the Listing Rules
which sets out the approach to achieve diversity on the
Board. The Company recognises that increasing diversity at
the Board level will support the attainment of the
Company’s strategic objectives and sustainable
development. The Company seeks to achieve Board
diversity when selecting candidates from a number of
perspectives through the consideration of a number of
factors, including but not limited to gender, age, cultural
and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The
Company will also take into consideration its own business
model and specific needs from time to time. The ultimate
decision will be based on merit and contribution that the
selected candidates will bring to the Board.

The Board will review the implementation and effectiveness
of the Board Diversity Policy annually.

The Board recognizes the importance and benefits of
gender diversity at the Board level and the Board does not
consider diversity to be achieved for a single gender
board. As at the date of this report, the Board has one
female member and the Board will continue to take
initiatives to identify appropriate female candidate(s) to
enhance the gender diversity among its members. The
Board has reviewed the appropriateness of an express
diversity quota or measurable objective in achieving board
diversity, and noted that currently the Board has members
of both genders. In light of the above, the Board has
concluded that selection of Board members should
continue to be based on the above said diversity
perspectives instead of setting an express quota or
objective.

In view of the business nature of the Group (i.e. the
manufacture and sale of zinc, magnesium and aluminium
alloy and plastic products and components), an industry
which is more dominant by male traditionally, as at
31 December 2021, 87.5% of Directors, all of our senior
management members and 58.4% of our total workforce
were male. However, we will continue with our endeavor to
increase female representation to a higher ratio in our
workforce in the future.
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ATTENDANCE OF MEETINGS HEEE
A summary of attendance of Board meetings, committee TREINR - —FEEgLH ZTESES
meetings and general meetings in 2021 are detailed in the EEREReEZHEERE -

following table:

Number of attendance/Number of meetings
HERY ERRE
Risk
Audit  Nomination Remuneration Management Annual
Board Committee Committee Committee Committee General

meeting meeting meeting meeting meeting Meeting
ENER REZZEE HFHESE B TS

i B E BAEXE

Executive Directors

BITES

Mr. Lee Yuen Fat 4/4 = = = - 11
TEELE

Mr. Wong Wing Chuen 4/4 - - - 3/3 11
BkBELE

Mr. Chu Weiman* - - - - 3/3 -
NERTE

Ms. Chan So Wah 4/4 - - - 3/3 11
BEELL

Independent Non-Executive Directors

BUFHITES
Professor Sun Kai Lit, Cliff BBS, JP 4/4 2/2 3/3 3/3 - 11
HRZIHIRBBS, P
Ir Dr. Lo Wai Kwok GBS, MH, JP 4/4 2/2 3/3 3/3 - 11
BB E 1726 - GBS, MH, JP
Mr. Andrew Look 4/4 2/2 3/3 3/3 - 11
R
Mr. Kong Kai Chuen, Frankie
(formerly known as Kong To Yeung, Frankie) 4/4 2/2 3/3 3/3 - 11

TR 4 (AITEITES)

* Appointed with effect from 1 September 2021 * RZE-—FENA—BEZT

Note: There was no meeting held for the Board and all committees after i RZEZ-—FNA—B2#% BMERTERSSERM

1 September 2021. ELZEEgH -
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors (the “Model Code”) as set out in
Appendix 10 of the Listing Rules. Having made specific
enquiry of all Directors, all Directors have confirmed that
they have fully complied with the required standard set out
in the Model Code throughout the year under review.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the
preparation of the financial statements of the Company for
the year ended 31 December 2021. The statement of the
external auditor of the Company in relation to their
reporting responsibilities on the financial statements of the
Group is set out in the Independent Auditor’'s Report on
pages 110 and 117.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has overall responsibility for maintaining and
reviewing the effectiveness of the risk management and
internal control systems of the Group on an ongoing basis
in order to safeguard the Group’s assets and
shareholders’ investments. The systems of risk
management and internal control of the Group are
designed to manage rather than eliminate the risk of failure
to achieve corporate objectives and only provide
reasonable but not absolute assurance against material
misstatement or loss.

The Audit Committee assists the Board in fulfilling its role
in reviewing the Group’s financial, operational and
compliance controls and its annual review to ensure the
adequacy of resources, staff qualifications and experience,
training programmes and budget of the Group’s
accounting, internal audit and financial reporting functions,
and those relating to the Group’s environmental, social and
governance performance and reporting.
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The Board has also set up the Risk Management
Committee comprising the CEQO, Director of Manufacturing,
Director of Operations and Director of Sales of Marketing
with a specific term of reference. The Risk Management
Committee will report to the Audit Committee regularly and
assist the Board and the Audit Committee to review the
Company’s risk management and internal control systems.

The management assists the Board regularly in the
implementation of the Group’s policies, procedures and
limits within the Board’s approved risk appetite by
identifying and assessing the risks faced and monitoring
the design and operation of the relevant internal control
measures to mitigate and control these risks.

The Company has adopted an anti-corruption policy and
whistleblowing policy and the relevant systems, in
particular, a system for employees and other relevant
parties who deal with the Company to raise concerns, in
confidence and anonymity, with the Audit Committee about
possible improprieties in any matter related to the
Company, in order to strengthen its internal control.

The Group has engaged an independent professional
consultant to identify, evaluate, manage and prioritise the
significant risks exposed to the Group, through reviewing
the implemented system and procedures, including areas
covering financial, operational and legal compliance
controls and risk management functions and the Board is
satisfied with the results of the review. In addition, the
Group has adopted a risk management policy which
contains a structured approach to risk management and a
risk-based three-year internal audit plan was introduced
through restructuring of internal control system in order to
address the significant risks identified and assessed by the
Group.
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In addition, the Group has engaged an external
independent professional firm during the year to carry out
the internal audit for the Group and review its internal
control system covering all relevant financial, operational
and compliance control functions within an established
framework every six months with audit period covering the
entire financial year. Full reports covering the material
findings with suggested measures prepared by this firm are
submitted to the Audit Committee of the Company twice a
year for review to ensure that an effective and adequate
internal control system is in place and to resolve material
internal control defects (if any).

For the year ended 31 December 2021, no significant
control failings or weakness which had, or may have a
material impact on the Company’s financial performance or
condition, have been identified. Further, the Board is of the
view that the Company’s processes for financial reporting
and Listing Rules compliance in the year was effective.

During the year, the Board, with the assistance of the
Audit Committee, Risk Management Committee and the
management, have conducted review on the effectiveness
of the risk management and internal control systems of the
Group. Such review covers all material controls, including
financial, operational and compliance controls.

For the year ended 31 December 2021, the Board
considered that the Company’s internal control and risk
management systems are adequate and effective and the
Company has complied with the code provisions on
internal control and risk management of the CG Code.
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PRINCIPAL RISKS AND UNCERTAINTIES
FACING THE COMPANY

Business Risk

The COVID-19 pandemic had continued to create
uncertainty for the global economy throughout 2021. The
unpredictability associated with the global pandemic and
any further contingent prevention and control measure that
may be implemented by governments may lead to new
challenges to the Group’s business and its operations. The
Group will closely monitor the development of the
aforesaid issues and evaluate its impact on the financial
position and operating results of the Group, and to
implement stringent cost control measures and to make
necessary adjustments to its strategies and operations so
as to mitigate their effects to the Group and our
customers.

Foreign Exchange Risk

Most of the Group’s transactions were conducted in US
dollars, Renminbi or Hong Kong dollars. 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.

Competition Risk

Competition risk arises from the emergence of a number of
competitors in the industry. Price cut from competitors
intensifies the risk. The Group believes that the provision
of quality products and after sales service to customers
are the only way to gain and maintain customer
confidence and loyalty.
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PROCEDURES AND INTERNAL CONTROLS
FOR HANDLING AND DISSEMINATION OF
INSIDE INFORMATION

The handling and dissemination of inside information of the
Group is strictly controlled to avoid unauthorised use of
inside information. All staff are required to sign the
employee confidentiality agreement and access to inside
information is restricted to employees on a need to-know
basis. In addition, the Group has adopted an inside
information policy to set out the procedures of inside
information identification, reporting and disclosure. Key
procedures for handling and dissemination of inside
information include: () keeping the Board and Company
Secretary informed of the latest legal requirement under the
Listing Rules and conducting periodic financial and
operational reporting to the Board and Company Secretary
to enable them to assess inside information and make
timely disclosures, if necessary; (i) controlling the access to
inside information by employees on a need-to-know basis,
and safeguarding the confidentiality of the inside
information before it is properly disclosed to public; and (i)
disclosing the inside information in a manner that provides
the public with an equal, timely and effective access to the
inside information in ways which are in compliance with the
Listing Rules. The Group will review the effectiveness of
the policy from time to time to ensure the compliance of
the relevant regulatory requirements.
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AUDITOR’S REMUNERATION

The total auditor’'s remuneration in relation to statutory
audit work and non-audit services of the Group payable to
the Company’s external independent auditor, RSM Hong
Kong, is set out as follows:

TE GOVERNANCE REPBRT—(BONTINUED)

ERERBE(E)

R B ED 2 B &
AEBEEN FINEBIZBEE RSN ER
PR REEEZ MOFEZIRE N LB 20T

2021 2020

—®Z—-F —TEF

HK$’000 HK$'000

FEIT FET

Statutory audit ETE B 2,080 1,917

Non-audit services™ EFZREO 336 277

Total BB 2,416 2,194

Note: HeE -

1. Non-audit services mainly included agreed-upon procedures on 1. FEZRBEFEZFPHEBEZNOTEF R BHE AR

interim results and tax advisory services.

COMPANY SECRETARY

The Company Secretary of the Company, Ms. Yam Suk
Yee, Celia is a full time employee of the Company and has
day-to-day knowledge of the Company’s affairs. For the
year ended 31 December 2021, the Company Secretary
has duly complied with the relevant professional training
requirement under Rule 3.29 of the Listing Rules.

INVESTOR RELATIONS

Dividend Policy

The Company has adopted a dividend policy (the
“Dividend Policy”), pursuant to which the Company may
declare and distribute dividends to the shareholders of the
Company, provided that the declaration and payment of
dividend shall remain to be recommended by the Board
and any final dividend for the financial year will be subject
to shareholders’ approval.
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In proposing any dividend payout, the Board shall take into
account, among other things, the Company’s current and
future operations, corporate development plans, liquidity
position, capital requirements and future expected capital
needs, as well as dividends received from the Company’s
subsidiaries and associates. Any payment of the dividend
by the Company is also subject to any requirements under
the Cayman Islands law, the Listing Rules and the
Company’s Articles of Association.

The Board will continue to review the Dividend Policy from
time to time and may adopt changes as appropriate at the
relevant time as part of its commitment to maximizing
shareholders’ value, taking into consideration the financial
performance of the Company and market conditions.

The Board is not aware of any shareholders who have
waived or agreed to waive any dividends.

Shareholders’ Communication Policy

The Company has adopted a shareholders’ communication
policy (the “Shareholders’ Communication Policy”) to
enable shareholders to engage actively with the Company
and exercise their rights as shareholders in an informed
manner. The Board is responsible for maintaining an
on-going dialogue with shareholders and in particular for
communicating with them and encouraging their
participation, through annual general meetings or other
general meetings, financial reports and other publications
and communications of the Company.

The Company will assign dedicated management personnel
to be in charge of ensuring effective and timely
dissemination of information to shareholders. Information
shall be communicated to shareholders mainly through the
Company’s financial reports (interim and annual reports),
annual general meetings and other general meetings that
may be convened, as well as by making available all the
disclosures submitted to the Stock Exchange, its corporate
communications and other corporate publications on the
Company’s website. Effective and timely dissemination of
information to shareholders shall be ensured at all times.
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The contact details of the Company Secretary and its
Registrar are set out in the Company’s website in order to
enable the Shareholders to make any query that they may
have with respect to the Company. Shareholders should
direct their questions about their shareholdings to the
Company’s Registrar. Shareholders may at any time make
a request for the Company’s information to the extent such
information is publicly available and the Company shall
make a reasonable effort in addressing those requests. In
addition, shareholders are, at any time, welcome to raise
questions to the Board and management by writing to the
Company Secretary.

Upon reviewing the Group’s communication strategies with
shareholders and the various channels for shareholders to
express their views to the Company, the Board is of the
view that the Shareholders’ Communication Policy is
implemented properly and effectively.

Constitutional Documents
There has been no change in the Company’s constitutional
documents during the year ended 31 December 2021.

SHAREHOLDERS’ RIGHTS

Procedures for convening extraordinary general
meeting on requisition

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

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

Shareholders’ enquiries

The Shareholders’ Communication Policy sets out,
amongst other things, shareholders should direct their
questions in relation to their shareholdings to the
Company’s share registrar. Shareholders may make a
request by writing to the Company Secretary for the
Company’s information to the extent that such information
is publicly available. Shareholders may also send written
enquiries to the Board by writing to the Company
Secretary at the Company’s Hong Kong office at Room A,
29th Floor, Tower B, Bilion Centre, 1 Wang Kwong Road,
Kowloon Bay, Kowloon, Hong Kong.
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SOCIAL AND GOVERNANCE REPORT

B HBREARS

ABOUT THE REPORT

Ka Shui International Holdings Limited (hereinafter referred
to as the “Company”) is a leading enterprise on product
solutions, notably in the magnesium, aluminium and zinc
alloy and plastic industry, with a number of production
bases in Guangdong Province of the People’s Republic of
China (“PRC” or “China”). Having a deep ambition to
construct long-term trusted ties with our stakeholders in
the industry and community, the Company together with
our subsidiaries (collectively, the “Ka Shui Group” or the
“Group”) is pleased to publish our 2021 environmental,
social and governance (“ESG”) report (the “Report”)
summarising our ESG performance and initiatives.

Scope of the Report

The Report examines the Group’s ESG management
approaches, and corresponding performance of the
Group’s major manufacturing facilities in Huizhou, China
during the period from 1 January 2021 to 31 December
2021 (the “Reporting Period” or “2021”). It covers the
principal operations of the Company — metal alloy and
plastic. Unless otherwise specified, the data includes the
following subsidiaries and the scope of the Report remains
the same as last year. The subsidiaries covered are listed
below:

o Ka Fung Industrial Technology (Huizhou) Co., Ltd. (“Ka
Fung”)

° Ka Yi Technology (Huizhou) Co., Ltd. (“Ka Yi”)

o Ka Shui Technology (Huizhou) Co., Ltd. (“Ka Shui
Technology”)

ARAIRE

RIEBERAR AR (A TEREIART ) —2—
REXMERBASTRDLE  LEEEH -8k
HEASURBRBIAE  EHREARLME (T4
B)EREHEBZEEEREM - ARF] ERK
PHMB AR (F =hEE o[ A& ]) B
RETERMTENFDEEZLRANEEEE -
REBMATBRMN T —FIRE oM
B ([R5 - g EER ) mE - WHAREK MW
R - g EERRE LB -

HmEHE

ABREBREN _FT_—F A BE-_FT_—%
tT-A=ZT—RUHEHIH=F=—F])H
B AREHRE HEEEAEETA - UKk
AEBERPEEMNNEIZLEEREHHERRE
ABERERRANTIERLE — a2 BB -
BRREREEIN  BESEUATHBEAR RS
HBEEEZFHERB - MFROMBAREINMAT -

e EETEMEGEMBRRAR(TEZZD

e EEMEGEMARAA(RZED
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Reporting Standard

The Report has been prepared in accordance with the
ESG Reporting Guide (“ESG Reporting Guide”) set out in
Appendix 27 of the Rules Governing the Listing of
Securities (“Listing Rules”) on the Stock Exchange of Hong
Kong Limited (“HKEX”). Throughout the Report, we adopt
the reporting principles of materiality, quantitative, balance

& A

ABENRBEEEMARZABER AR (1B
Fr ) % B AR R (T LW AR R B sk =+ prak
MRS B EERWEES ([RE  HLEHEE
AMERESIDMERER - EBOHRET - R
RATXFEE" T8 AL —HUS
WERA

and consistency, as described below:

Reporting Principles Description

HBEFA it

Materiality We have identified the material topics by means of internal

=22 discussion and engagement with the key stakeholders. The results
are summarised in the section — Materiality Assessment.
BMBERADTRRETEROENBRRBETEEZTE - FHE
RMEEHNARED — BEMHTME -

Quantitative In accordance with the ESG Reporting Guide, we revealed our ESG

EE performance with the aid of environmental and social KPIs using
robust methodologies, so that the effectiveness of our ESG policies
and management systems can be evaluated and validated.
RIFRE - S EEBRERS - RAERERESHERBERUER -
RARBENFERBRRMORE HHEEBRER  EMERMD
RIR A EEEABREREERFGNE BT AT EERE -

Balance We have calculated and presented the environmental and social

bk KPIs with reference to the ESG Reporting Guide. Robust
methodologies were adopted as illustrated in the respective
sections of the Report. We have included data comparisons over
years to provide an unbiased comparison of our ESG performance
from time to time.
HM2RBHE  HEREQ/BEES  AEL 2R RESHEER
BRIER - WARESEHIR KPS HKARENTE - HFAI2
B2 EROLEBEEBRARRE  UERRHERMOERE g
BERRETAEMLE -

Consistency

— 3

The same methodologies, standard and reporting scope have been
adopted for the Report, as compared to the previous year.

HBEREF  AREERMEROTE  RERBRESEE -

ARRIEFR ([EF8 ) BRESFHARRZR
BB aRBRERNBEEE ARE
ERARBEFTEMm KA -

The board of directors of the Company (the “Board”)
acknowledges its overall responsibility for the Company’s
ESG strategy and reporting. The Report has been reviewed
and approved by the Board.
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Contact and Feedback

The Group strives to build a longstanding relationship with
the key stakeholders and the community. We formulate our
ESG strategies for the best interests of our stakeholders;
therefore, we value your feedback on this ESG Report and
our sustainability performance. If you have any comments
or suggestions, please feel free to send your written
enquiries or feedback to the Group through email via
enquiry@kashui.com.

VALUES AND MISSIONS

Over the past decades, we have been operating in line
with our corporate social responsibility (“CSR”) principles,
and are dedicated to fostering the well-being of our
stakeholders, including our customers, employees and the
community, through leveraging our technology, innovation
and expertise.

Upholding
labour rights

M THER

Fulfilling
regulatory
requirements

W BB EEK

By developing a more strategic framework in corporate
governance and CSR, the Group aims at conducting
business activities in the highest standard of business
ethics, and incorporating management practices which are
socially responsible throughout the organisation, which
enables us to bring positive impacts to the community,
environment and stakeholders. The CSR approach and
principles of the Group are summarised as follows.
Throughout the Report, we will elaborate in details what
we have done during the Reporting Period in fulfilment of
our CSR commitments.

Protecting
employees’ health

RERSHRER

RE %tﬁﬂi

AW E(E)

B4E B R EE
RAERFIREEIERMERTREYRANH
R BPUREBMOFHENRENZN TN
FIEIRIE « S EEARE Bt - BHMER B
TRARR HEHEAREREMOAFESR
EREARHEOREER - BETAEMNERK
B wkERS ETHEEAMNIRBEERE
1B E Henquiry@kashui.com 3§ X 45 AN EE[F o

BEBEED

RBENETFH B ERREELERE
(IEEdEEML]) RAEE  WHHWEBNA

AT BAT - BRI R BRAF - RERFINFD
EZ(BREEFP RBENME)WBAL -

Minimizing the
impact on the
environment

REHEROHE

BEBREFREREETEETHEE LB
WIER AEEEENRSNBEXBRELEMRE
BEEY TEEREASTHAHLSEEERE
- femERMER /LR  RERFHETK
BEEE ARENCEHERETHERRA
AT - EBNDHES - RAKFARRRMAE
BERERETERLER T AEMMAIIE-
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Sustainable operations T] }54& % &

e To uphold the highest standard of ethical business values in our business operations, including compliance,
fairness, integrity and anti-corruption
ERMNEBLETRREHELENEEEREES  REEHR 2L AGRRE

e To integrate sustainability concepts into our product designs
HRAIFEERESMARMOERRTHR

e To invest in new technology research and development (“R&D”)
RE PR AT T N B 3 (TR 3 1)

e To take into account environmental and social responsibility in supply chain management
EHREEEETZERRBEREGEME

e To create the best values for our stakeholders

REMNFNELEREEE

Caring our people FAZHMHES

e To develop and provide a supportive, dynamic and safe workplace for our employees
REMOEERYEREE —EAIFUEN BENNRLZE2NITIESMH

e To comply with SA8000 Social Accountability international standard, laws and regulations in our employment
practices
ERMHNEERRET - BTSAS0004 & B BIBRIZAE  SXERIEHR

e To support the well-being of employees and their family obligations
XFHEERREARERE

e To ensure all our people are fairly treated, without any discrimination
BREMAENEESEIRFEHE  TEEMER

e To offer a variety of programmes to support the employees’ growth and development

RUZBFBUFRENKERER

Protecting our environment {RzEI& %

e To carry on improving and refining our environmental management system, approaches and production chain
processes so as to minimise emissions and maximise efficiency of energy and natural resources
BEMERTERMNRREERR  FEAREERRE  [ERVER  FERSERREAE R

e To continually achieve low-carbon production that minimises negative environmental impacts
SEELREREE  KERLHRREKNERTE

e To participate in environmental conservation activities
Z2INRBRETH

Supporting our community Z#F#H I+ E

e To make positive contributions to the community in which we work and live with our competency and
knowledge
MAKRMOENIRABRBEMIEREEMBEL R ELERER
e To support local education initiatives for youth development
X REFERRNOYE FE
e To support the poverty and disaster initiatives of local charities
XFEEMEASHERLE R R
e To support the development of a sustainable and harmonious community
IREAFERMBTENER
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CSR RISK MANAGEMENT

To enhance our CSR fulfilment and better manage the
CSR risks, the Group has established a CSR risk
management framework, which is applied to various levels
of staff. In alignment to our core values of “pursuit of
excellence, creation of values, unity and mutual trust,
harmonious development, green production and
contribution to the community”, the CSR risk management
framework pushes Group-wide collaboration on managing
our CSR risks in our day-to-day operation. Throughout the
CSR risk management process, we focus on the areas of
employment relations, business ethics and other significant
environmental and social responsibilities.

CSR Risk Management Framework

The Board oversees the overall management and
implementation processes of CSR risk management, and
communicates closely with the management and
administrative bodies. This approach not only enables
management to grasp the most significant CSR risks
associated with the Group, but also allows us to promptly
respond to such risks. The structure of our CSR risk
management framework and their roles and responsibilities
have been summarised below:

(
HERE

ﬁﬁﬁ%\ $ﬁ£t(m§)

TEHEEERRER
ATEMEBETOEM G EAYF TR E

HeEERR  AEEERYCEHEETAR
EEER UHEEARESRET - BEMIE

KEW - glEBE BEERE NHEER &
HREFEELE I NZOEEER % bEHE
AERREREREDEEREAECAELETS
FERGCEMGEETAR ABRECEHEEL
Hfi‘”‘riimﬁiqﬂ BPEHBIERERE &%
BREMEABEZNRERMEETE -

TtEHEEEAIGERIELR
ETCEEMEMSEIRREENEEEER
EmﬁEvIﬂAEF&ﬁﬁ%ﬁtﬁ%w%
o WITETNMEEE e E R A EEHE
WEEKM¢¥H EH - B APIRE S
FEEEHEERR BRMNCECSETRARE
BIEEMEEUREENRE REFEBMMT

The Board Management Administration Operation Units
EEE EEE 1TBERFT EESM
Oversight Management and administration Implementation
EE EIE RITH Bt
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The Board EE &

e Oversees the Group’s formulation of CSR strategy
EEASENDERSETHBEHOGIT

e Monitors the overall CSR risk management process of the Group

ERAKEERNCET@EERRERRE

e Maintain close communication with management on CSR issues

REEHEEAFEREEERBEER
e Reviews and approves the Report

B R EAR RS

Management EE &

e Determines the risk level of the major CSR risk factors

BEtCXHeEfIEARAERNRERSFR

Administration {TBIEBFT

e Coordinates with various operation units with regard to CSR risk factors on a regular basis

HHAEHERERABREETER GRS EEEM

e Formulates plans on identification and evaluation of CSR risk factors

FIE#A T FrELEETRAREZAE
e Collects and reviews the evaluation outcomes

W R b &R

e Reviews the CSR risk classifications and management plans of operation units

W BB e it & R BB R A 8

Operation Units & B {i

e |dentifies and evaluates the CSR risk factors of the corresponding unit on a regular basis

EHER R EEEEANEEEEETARE R

e Proposes suggestions on making improvements on the CSR risk factors

MEECEHERERRARRLES

CSR Risk Management Process

The Group acts proactively to identify the CSR risks that
may have an impact on the stakeholders and our
operational capabilities. We regularly perform a
comprehensive analysis on the impact of various CSR
issues on our customers, employees and the community.
Such issues are prioritised by the management so that we
can respond accordingly when formulating the CSR policy.
The outcomes of CSR risk assessment are to be reviewed
by the Group regularly to identify areas which we could
improve on.
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STAKEHOLDER ENGAGEMENT

In order to understand our stakeholders’ views and
expectations on the Group’s CSR issues, and the
associated environmental and social impacts on our
business, we maintain close communication with them. By
gathering stakeholders’ opinions and understanding their
concerns, the Group can adjust its policies and
approaches on CSR management and formulate its
strategy to address the CSR issues, so as to continuously
make improvements on its CSR performance.

After identifying the key stakeholder groups which may
have a significant impact on our business, and those who
can be significantly affected by our operations, we maintain
effective  communication with them through various
channels, as shown in the table below:

Types of stakeholder group

&
UED)
B HEREAEREE)

FnESHE

BT THEFNEHASECEL R ERELAN
REAEBHELNHBARREIEEFENEER
H2 - HPERERFTIER  BBRERD
ENERRTHMEENEIN AKEAHEDL
EHeETEEMNBRENITE  WRHIEEYE
EHeETHENEKR UMBERSCELS
BERR -

EEEHRMANEBEEAZENTIZRNER
BLAFMNEERRHHENEATEN T RS
ERRER  RMRBEEREARERFTANX
BB WTRAR

Communication channels

Company website 2 7] 48

Company’s announcements A & A
Annual general meeting f% R IAF A S
Annual and interim reports “F ¥ K& & B 3R &5

Company website 2 7] 48

Customer satisfaction surveys & FimEEAE
Customer service hotline & F IR75 247

Social events L3 EE)

Training and orientation 314k & 5% 3l
Intranet B 48 4%

Opinion box = 7.8

Annual appraisal £ & & &

Social events )& )
Whistleblowing system £& ¥} 3 4%

Regular assessments & BT
Tendering and procurement processes FA1Z K £ 8 i 12

o Social events 32 /& &)

FirEEREE BEER
Investors and shareholders o
KREEREKR .
[ ]
(]
Customers o
®P .
(]
(]
Employees o
B8 .
(]
[ ]
[ ]
Suppliers and business partners o
HEm REBBH .
Non-governmental organizations °
FETR 48 4% .
Communities .
& .
Media o
e o

Charity donations %= 187X
Volunteering 7 F8 AR 5

Company website 72 &) 48k
Company’s announcements A &l A

Company website 2 7] 48k
Company’s announcements A &l A
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In December 2021, the Group celebrated its 40th
anniversary and invited its customers, business partners,
suppliers, retired employees and local leaders to our gala
dinner. We have granted awards and tokens of
appreciation to outstanding suppliers and customers.
Through this kind of events, the Group engages closely
with its stakeholders.

RIZB-Z—F+-F AEEEMERIT A
FOUWBBFERERR  EHBH  HED - RKE
EREBEE2NARMNENKRE - HFIEAE
%mf,\ﬁﬁ&%}f?%ﬁlﬁ)}ﬁuﬁﬁk REEE

BERRSEFS N EHEETEIEE

MATERIALITY ASSESSMENT

To facilitate the identification and understanding of the
material CSR issues that matter the most to the Group
and the stakeholders, an independent consultant had been
commissioned to perform a materiality assessment by
conducting an online survey, which collected opinions from
various stakeholder groups of the Group. Based on the
stakeholders’ views and opinions, we set the framework
for the Report and developed our CSR management
strategies, so as to address our stakeholders’ concerns on
CSR issues.

Our key stakeholder groups responded to our
questionnaire based on their opinions on the materiality of
each of the 27 identified ESG-related topics. These topics
are prioritised and shown in the materiality assessment
matrix below. The topics which fell in the upper right
corner of the matrix were defined as the topics that matter
the most to the Group’s business operations and our
stakeholders as far as they are concerned.
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Identification

aBk

Validation

Engagement

2m

Analysis and
Evaluation

ST R EHE

« To create and « To invite « To evaluate » The results
categorise a internal and and prioritise are validated
list of external the most by the Group
potential ESG stakeholders material ESG to determine
topics and to complete topics. the priority of
identify key an online . %%EEE’J the ESG
stakeholder survey. f&f}i_ Fan g topics for
groups.  BERNES BREREHETT ESG report

. E'J%?%EE’J INERFE D & SHERES disclosure
IRIE - At FEAAR B Py o and future
ERATRBE FE o improvement.
AT E T « BAREERE
SR - WHETE @R UEE
FENFHE IRIE - At
BHES o ERWmERE

KRR E’J
E/Rii;z Zi = \
BEREEN
BRIRF -
~—— ——— ——— ———
Medium Priority Materiality Matrix High Priority
FELRT EEMER IS1ES NG

Significance to Stakeholders
HismENEEN
©
(= )
e

Low Priority Medium Priority
REBEIRT FEERF
Significance to the Group’s Business & Operation
HAEEEBZREENEEM
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@ Environment =i

. Air emission

FESHEL
Greenhouse gas emission
= RS BE R
Climate change
RlE b
Energy efficiency
B IR

. Water and effluents

KKK
Use of materials

WIRHE A

. Waste management

BEYE R
Environmental compliance
REAH

Social &
@ operation &iE

@ Employment

9.

10.

11.

12.

13.

14.

15.

16.

17.

Labour rights

& TR
Labour-management relations
BITERRE

Employee retention

EBERE

Diversity and equal opportunity
ZalkTFEKE
Non-discrimination

R AR

Occupational health and safety
BEEELTE

Employee training

& B4R

Employee development
EE#RE

Prevention of child labour and
forced labour
FEHEIR®BBABT
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18.

19.

20.

21.

22.

23.

24.

25.

26.

Customer satisfaction
BEEPWEE

Product and service quality and
complaints handling

2 an R RIS an B KR SR iR 7R
Customer health and safety

EPRERZE

Marketing and product and service

labelling compliance
EHAREmRRBIZES R
Intellectual property
HBERE

Customer privacy and data
protection
BEEILERBBRE
Responsible supply chain
management
BEENHHERER
Business ethics

FEER

Socio-economic compliance
MEEEE R

. Community #t[E

27.

Community investment

HEERE
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Materiality assessment is an important part of our
stakeholder engagement, which allows us to understand
the most significant ESG topics to the Group and its
stakeholders, so that we can formulate our business and
CSR strategies to focus on the most important CSR
issues. More importantly, we can respond to the
stakeholders’ expectations and concerns, as summarised

BEZNFHRRMAROE2EN —EE2HD
HERMENTHRALAKRENERNERERN
RIE - HGEEBTE - ARRFIREHHIE F A
MEBREELEREEE  UEIKEEND
XHeEFHE FEENRE  RATEHBOE
BV R BT B (R @ FE - Batan T

below:

Key concerns from Our responses Section

stakeholders

FRENEEMER F M8y E E o1

Customer privacy and We value our stakeholders’ privacy and data security. SUSTAINABLE

data protection We have implemented a robust set of procedures to OPERATIONS —

P MBEMERHRE protect the stakeholders’ privacy by enhancing data Enhancing Customer
protection stewardship. Satisfaction

Customer satisfaction

EPREE

Business ethics
EESEL

BR[O ENLRBNER LR - RMBHRT —F
BENERF  BBINRERREERERFERDER
TLEE

We are committed to enhancing customer satisfaction
by ensuring the quality of our products. Our award-
winning quality management system is accredited by
the international standard ISO 9001:2015 and IATF
16949:2016, which demonstrates our capability in
providing goods and services that meet customer
expectations. We have also been maintaining close
communication with customers to understand their
needs, expectations and feedbacks.

BB RERERERMERNRERREESEFME
E-BMERNMEEERACEGBRBREE
ISO9001 : 2015 & IATF16949 : 2016H) R & * i& & B
BMARNBEFETPHENE M RRE - KM
—EREEPRETYER  NTHRESOHFR  BHE
MREER -

The Group has always followed the principles of
“law-abiding, honesty, fairness, and anti-corruption”,
and takes a zero-tolerance approach to any
behaviours that violates integrity. An anti-corruption
policy is in place to set out anti-corruption
standards.

AREBRKRERISFE #HE A
Al - BWEMERBEHITRERRE
RBBHE - RE T REBIRE -

I -REHIOR
RRREE - EHlE

ARELEE - EREP
o m B e

SUSTAINABLE
OPERATIONS —
Enhancing Customer
Satisfaction

AHELE — ReRFP
B EE

SUSTAINABLE
OPERATIONS —
Business Ethics

AREEE - BEER
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Key concerns from
stakeholders

Frin &0 EERAERS

Our responses

184 Bl fE

Section

&

Occupational health and
safety
BEERERZE

Prevention of child labour
and forced labour
JERFET KR:EH T

Environmental compliance
REEH

The Group has established a comprehensive health
and safety risk management system to assess the
potential hazards and environmental impacts of our
operations.
AEERRYTREMNBERRZZEREREBR - U
AAEENBEERENRRTE -

We have also adopted a series of health and safety
practices to protect our employees. In light of the
widespread pandemic recently, we have set up a
pandemic response leading group to minimise the
pandemic impacts on the Group and its
stakeholders.

BMIMERR—FRINERE R T2 EHIRERERFNE
8 -\ HRBEEREZ  RMAXZT —EREE
HEGNE URERIEBHAEERERFHEN

2.5
=

We have established child and forced labour policy
based on the international SA8000 Social
Accountability Standard. Not only do we strictly
comply with our standard of child and forced labour
prevention throughout employment and operation
processes, we also closely communicate with our
suppliers to ensure that they are in line with our
standards.

AR IZEFRSAB000 & B EIRE » HIE TEI K&
BETHER - HAMEERERER RS EREP RS
BSPTERE T KRS THRE - f B EEERZ )
AR NEREERFSRMORE-

We have implemented an environmental management
system accredited with the international standard of
ISO14001:2015. During the Reporting Period, the
Group was not aware of any material non-
compliance with relevant environmental laws.

HFIE BEHEEISO14001 : 2015 IEERENIREE
BRRE RBREHAN AEEVEEFERERTEFHE
BARBEEENERNEM -
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CARING OUR PEOPLE
— Employees’ Health and
Safety

BEHRMNES — ES
EERZ R

CARING OUR PEOPLE
— Child and Forced
Labour-free Workplace
BEERMNES — I
GFTRET RogasT

PROTECTING OUR

ENVIRONMENT
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SUSTAINABLE OPERATIONS

We are committed to ensuring our production chain
creates the best value for the stakeholders and the Group.
This includes enhancing the fairness and effectiveness of
our supply chain management, as well as the assuring the
quality of our products. To achieve this, a robust and
unbiased supplier selection system is in place, which is
accompanied by a well-organised supplier and product
quality management system. We work closely with our
suppliers and business partners to ensure we have a
reliable supply chain, so as to deliver the best products.

Supply Chain Management

Supply chain management is an indispensable part of
ensuring sustainable operations. Our sound supply chain
management system enables us to ensure product quality
and assess the level of environmental and social impacts
and viability of our suppliers, so as to create a more
sustainable supply chain. During the Reporting Period, we
collaborated with 686 suppliers from 8 countries/regions.
Details of the supplier distribution are summarised in the
table below:

(
HERE

}%iﬁ N ﬁﬂ:(mﬁ)

AGEEE

BB IR BREMOEERAIFNERAEE
BERKERE  BERSBRMANHEREERENA
EMRE®RME - J;/(&ﬁg{%ﬁﬁﬁ"]%uuuug BT
EREBEE By —EREN  AEaHEER
BERG  UER—EAZRTOEERRER SR
EEBBR RMEAEENREBRREHTIE
15 AHERBAMHEE — AR e HEsE - UUELR
HEENER -

e ER
ﬁ%ﬁ%ﬁ%ﬁﬁﬂﬁ@%@%—@xwi&m
- BV R RS S TR R R R L0

1%@1:1:1:1:1 M EREBEMCENFEREE MHE
RIMETFRE ] - (EMALER B E am e -

RIREIA - FfIERESERK, #6861
HIEEET T A1F - TREVAHERA D MRAVFHS

Total number of suppliers 1t & 7 48 2 686
Number and % by geographical region {Z#EZ| 5B E RE 9L

Mainland China = B A i 646
Hong Kong & /& 23
United States 3 & 6

Others Hfth

11

Sustainable Supply Chain

To achieve a sustainable supply chain, we have been
addressing environmental and social concerns throughout
our supply chain. We aim at reducing carbon footprint and
waste associated with the supply chain, while maintaining
the health and safety standards as well as the labour
conditions of our suppliers. In light of this, we prefer to
collaborate with suppliers that adhere to environmental and
social standards. Before we develop a partnership with a
new supplier, the new supplier would go through a
supplier assessment which evaluates its environmental and
social impacts.
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Once the potential supplier is selected as our supplier, it is
required to sign an environmental, health and safety
agreement with the Group, as well as a declaration to
ensure that the materials they provided comply with the
Restriction of Hazardous Substances Directive and the
Registration, Evaluation, Authorisation and Restriction of
Chemicals, the European Union regulation addressing the
production and use of chemical substances, and their
potential impacts on both human health and the
environment. Subcontractors which work on-site are
required to comply with our workplace safety, chemical
safety, fire safety and other health and safety
requirements.

Supplier Selection and Engagement

Apart from environmental and social standards, our
suppliers also have to fulfil other criteria of scale, quality
and overall performance to ensure that they have the
ability to meet our production standard and fulfil our
customers’ requirements. For existing suppliers, we have
developed detailed policies and procedures and our
professional supplier assessment panel will effectively
manage the product quality of our suppliers through the
monthly and annual performance assessments based on
product quality, delivery time, customer complaint (if any)
and other environmental and CSR-related aspects.
Suppliers which do not meet our standards are required to
make improvements promptly to stay on our approved
supplier list. Furthermore, we attach great importance to
the continual advancement of our suppliers, and have
developed plans to encourage them to improve their
quality management system by establishing ISO 9001 and/
or IATF 16949 quality management system.

Enhancing Customer Satisfaction

Having been trusted by our customers for more than four
decades, we understand the importance to build and
maintain their confidence in our products. We are
committed to providing the highest quality products,
service and support for our customers that meet their
expectations. During the Reporting Period, we were not
aware of any material breach of relevant laws and
regulations relating to health and product safety,
advertising, labelling and privacy matters in connection to
the products and services provided by the Group. In the
meantime, there was no product recall due to safety or
health concerns.
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Quality Management

Our quality management system has been accredited by
the international standard ISO 9001:2015 and IATF
16949:2016, which demonstrates our capability in
providing goods and services that meet customer
expectations and our ability in offering quality services
amid challenges. By obtaining the IATF 16949, we have
shown our commitment in making continual improvements
and our ability to minimize defect, variation and waste in
the supply chain and assembly process of the automotive
component industry.

Quality Control

Our stringent quality control system encompasses the
entire production cycle from raw materials to end
products, to ensure our products meet our quality
standards and customers’ expectations systematically. We
regularly perform quality checks on raw materials,
semi-finished products and end products. Our quality
control personnel are well-trained and will strictly enforce
our internal protocols on quality requirements. If any
non-conforming products are found, we will assess the
possibility of taking any remedial actions or proceed to
recall the non-conforming products. During the Reporting
Period, no sold or shipped products were subject to
product recalls for safety and health reasons.

In 2021, the Group was accredited with “The Best Quality
Improvement Award 2020” by Laird Technologies
(Shenzhen) Ltd. (“Laird”), one of our auto parts customers.
We have been providing Laird with high-quality automotive
radar shielding covers which are being used by renowned
international automobile brands. This honour was attributed
to our prompt responses towards customer’s needs and
commitment to provide excellent service and high-quality
products to our customers.
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Customer Satisfaction

A systematic procedure is in place to collect feedbacks
and complaints from customers, so that their concerns can
be effectively addressed and resolved, in order to enhance
customer satisfaction. To ensure that our products satisfy
the expectation of the customers, we maintain close
communication with our customers, and welcome any
feedbacks and complaints made by the customers. All
feedbacks and complaints received from our customers will
be handled by the corresponding departments, including
management, sales and quality departments. We closely
communicate with the customers to settle any quality
issues they might encounter, recall the relevant products (if
appropriate) and carefully investigate all complaints and
feedback for future improvements. During the Reporting
Period, we have received 21 complaint cases regarding
our products and services, all of which were properly
handled and investigated adhering to our complaint
handling procedures.

Product Safety

Product safety is an imperative consideration for the
Group. To ensure that our products meet the safety
standards, we conduct a product quality audit annually to
examine our products against various safety parameters in
order to ascertain if they constitute any safety risk.

Corrective and preventive measures will be taken promptly
should we identify any non-conformity throughout the
process.

Intellectual Property

In order to enhance our competitiveness in technological
innovation, we are committed to protecting the intellectual
property rights. The Group has established a sound
management system to standardise the management of the
application, acquisition and maintenance of the Group’s
intellectual property. During the Reporting Period, the
Group was not aware of any non-compliance with
applicable laws and regulations relating to intellectual
property regarding our products and services.
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Data Protection

The Group understands the importance of privacy to all
stakeholders, including our customers, employees, and
business partners. Adhering to our information
management policy, we have implemented a stringent set
of procedures to protect the stakeholders’ privacy:

° Data protection responsibilities of different bodies are
clearly defined.

° The scope of our data protection is well defined. The
documents which are classified as confidential
information are to be clearly labelled and properly
stored. The retrieval of such information is restricted.

Innovation and Research

Since the Group has become the first enterprise in Hong
Kong to obtain the Industry 4.0 “1i Maturity Level
Recognition” certificate issued by Hong Kong Productivity
Council and Fraunhofer Institute for Production Technology
in Germany in 2018, we have continued to make efforts to
develop smart manufacturing facilities in order to hasten
production innovation and improve efficiency.

F

Qur effort in promoting smart manufacturing and
production was also recognised by our customers as
evidenced by the award of “The Smart Manufacturing
System Award” granted by Lenovo in 2021. The real-time
end-to-end production management system implemented
in our production sites allows the traceability of the
production of every single product or any batch of
products and highly enhances production data
authentication, reduces manual error, and improves the
overall quality and production efficiency. The Group will
further expedite the implementation of “Industry 4.0” in its
production bases in China to expand the application of
Industrial Internet of Things (“lloT”) for machine interface,
and use lloT data for further data analysis so as to
continuously improve production efficiency.
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Business Ethics

Unity and mutual trust are key core values of the Group,
and we have been upholding business ethics to promote
integrity among employees and gain trust from key
stakeholders. We strictly observe ethical standards at all
times throughout the entire business operation. During the
Reporting Period, the Group was not aware of any material
breach of laws and regulations relating to bribery,
extortion, fraud and money laundering such as the
Prevention of Bribery Ordinance in Hong Kong, nor any
concluded legal cases regarding corrupt practices against
the Group or its employees.

Anti-corruption

The Group has always followed the principles of
“law-abiding, honesty, fairness, and anti- corruption”, and
takes a zero-tolerance approach to any behaviours of
bribery and unfair business practices. An anti-corruption
policy is in place to set out anti-corruption standards. Any
forms of corruption (such as offering or accepting any
benefits or advantages) and unfair business practices (such
as collusion) are strictly prohibited.

Employees are required to disclose any potential conflict of
interest. We also require our business partners to sign an
integrity declaration and a non-disclosure agreement to
ensure that our business relationship is built upon integrity.
During the Reporting Period, we have offered about 1,012
hours of anti-corruption training to the Board, management
and employees through classroom training and self-
learning.

Whistleblowing and Investigation

The Group has adopted a whistleblowing policy and
employees are encouraged to report any suspected
behaviours of bribery and dishonesty, as well as other
CSR issues to the Group or the staff committee in
confidence and anonymity, either in writing or over the
phone. All cases will be properly investigated in a strict,
meticulous and timely manner.
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CARING OUR PEOPLE BEXRMNIEES

We provide our employees with a supportive, dynamic, fair BMARERE —(EAERESEENIIFEN -
and safe workplace and value their well-being. Apart from BENN - REMRZEHNTIESH -BRETE
compliance with relevant local labour laws, our HE RS ENEIN - RIPIHERE T RAFE SAS000
employment practice aligns with SA8000 Social HEELEE  ZREDERETEERARNE
Accountability Standard, which is based on a number of BAIESAEERLE  BIREMNRERETIR
internationally recognised labour standards on workplace HBHS TR TIZE - ReREHR  AEEN=
health and safety, labour rights, and prevention of child BEEWBAGEFTEREERA T3,040% B
and forced labour. At the end of the Reporting Period, the B ' BB R4 A50% © IRk RN EEEER
Group’s three major subsidiaries employed 3,040 g

employees in China and Hong Kong, with a turnover rate
of about 50%. The employment figures as at the end of
the Reporting Period are summarised below:

Total number of employees' {& S 418" 3,040
By gender (%) Male 55 59.14%
1Bl 8 9 (%) Female % 40.86%
By age group (%) Below 30 3058 A 35.33%
R EE B 215 (%) 30 to 50 30E505% 53.36%

Over 50 505504 £ 11.32%
By employment type (%) Full-time 2 8% 66.97%
RAEBEREI5 (%) Part-time %5 33.03%
By geographical region (%) Hong Kong &% 0.00%
i & 2 5 (%) China & 100.00%

Employee turnover rate? g 5 g i 222

Total 45t 50.47%
By gender Male 55 53.12%
=14 R &l 5 Female Z 46.07%
By age group Below 30 305k A 63.75%
REHEE S 30 to 50 30&E505% 42.28%

Over 50 507% A & 5.75%
By geographical region Hong Kong && 0.00%
=i [E 8l 5o China 50.53%

1 The number of employees as at the end of the Reporting Period. 1 MERRNEE AR -

2 Given the business nature of the Group, the employee turnover rate 2 AEREENEBEE  HBRENAETEZANEES
is calculated by dividing the number of employees of the respective ANEBE_T - —FHBASRUNZEEENNR
category who left employment in 2021 by the total workforce size of EBEANH - BEEABARBESE AZBRRNRE AR
the respective category. The total workforce size is the aggregate of FEY =N &

the number of employees who left employment and the total
number of employees at the end of the Reporting Period.
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Total Workforce by Gender
=R 8l E SR

40.9%

® Male m Female
ES z

Total Workforce by Age Group
RERAR SIS ESSEH

35.3%

m Below 30
305RA T

m 30 to 50
30ZE505%

m Over 50
5057 A

Employees’ Health and Safety

One of our key objectives is to provide our employees with
a safe and healthy working environment, and to create
working conditions that promote work-life balance and
employee well-being. The Group strives to keep its
workplace hygienic, healthy and free from hazards that
might cause accidents, incidents, health issues or safety
risks.
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Health and Safety Risk Assessment

The Group has a comprehensive health and safety risk
management system in place under the supervision of
project management personnel, including the project
planner, project supervisor, senior safety engineer and the
safety commissioner. Before the commencement of each
project, an environmental, health and safety risk
assessment will be conducted to assess its potential
hazards and environmental impacts, such as chemical
safety assessment and identification of hazardous gases,
and to formulate the mitigating measures. We will inspect
the equipment to ensure it functions normally and work
permits of relevant project personnel to ensure they are
qualified to perform such work in the meantime.

Health and Safety Practices

In compliance with the highest standards of workplace
health and safety, our health and safety practices cover
various aspects of hazard prevention across the entire
production cycle.
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Health and Safety Management R R L2 & H

v The Safety Management Group is responsible for planning and overseeing the safety management system,
monitoring the implementation of the safety plan of all operation units and coordinating the regular medical

check-up of employees.
T2 ERNMEBERENEELR 2 ERER
@ o

EBMBZE

BUumzZestalMER  LiHREEEETTEHE

i
i
il

Safety Practices of Manual Handling Operations f2 1 EBIR{E2 22 E i

v We have assessed the labour intensity of each role that involves manual handling operations and set up rest
periods and adjusted work arrangements accordingly, so as to ease the physical burden of the employees.

BAEHESRENEERESRUNSHEE @ WABMKREAREFRRFAR TR AREREENS

HEE\% °

v Pregnant female workers will not be allowed to carry out works that involve manual handling operations.

TRBEZBRIRESRBNEERENTHE-

Emergency Preparedness FEs# i

‘

v A fire safety equipment subcontractor has been commissioned to inspect and provide maintenance service

for our fire safety equipment regularly.

BPMEZR— B ENLERED

BREEPRERMNBEH R 2RELIRBEERT -

v Inspections on fire safety, assessments on fire hazards and fire drills are carried out regularly.

ERREEDZE  FHEAXBRRLETHLESE -
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Personal Protective Equipment (“PPE”) 1B A BhzE:8 & ([ B A BhERE 1)

v We have set up a set of guidelines on proper use of PPE, to which employees must adhere. Managers and
supervisors will carry out inspections on the compliance.

BAEHE —EARN EREREAERENES - TEERE N EETZERES - EBABREBEASKE
TERBE -

v To ensure that the PPE is utilised with the intended safety function, we have set a lifespan for each type of
PPE, and will offer replacement of any expired PPE accordingly.
RTHEREADERFENBERENZ 2D L BAAT —EEANERERETHERS - WHHEEDE
AR B R A B A By E 2R o

Incident Management Eif &

v A clear guidance on dealing with safety incidents is in place, which outlines the procedures of handling
workplace injuries.
BPEAENREL 2 FWAAREES - HSARETEMERF -

v Any injuries will be examined immediately. Depending on the condition of the injury, the injured worker will
receive first aid on-site and/or be hospitalised.
BB E—EE - BEIENER  XENIABERSEISME SR EBRETAE -

v All incidents will be recorded and investigated properly by the Safety Management Group.
HREMESER  THL2BEER/NMEETEEMRAS -

Chemical Safety {2 R=R2

v Our chemical safety management system strictly complies with the Regulations on the Administration of
Precursor Chemicals of the PRC.
BN EER T2 ERRABRBET(FEARARE SRS ELERERKRM) -

v The Precursor Chemicals Administration Group has been set up to regulate the procurement, use, storage
and disposal of precursor chemicals.
EXYSESCERERNE URBFIUSHERNRE 8 FEREE -

Health and Safety Training &8 & %213

‘
1]
e

v To ensure that all employees and subcontractors understand our safety standards and requirements, we
provide them with safety training before the commencement of each project.
RERFMEEERSEATHRAEAMNZEREREZR  ZMNENEEEEFBARAREFREZEE -

v Our comprehensive safety training programme covers all relevant topics such as three-tier (i.e. factory,
department and position levels) safety training and 6S safety standard.
BME2ENL2HBIFEEESMERMAER =R BIER  BPIRRECR) Z2EIRESERITE -
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Anti-pandemic Responses

The Coronavirus (“COVID-19”) pandemic is one of the
greatest public health challenges over the past vyears,
confronting enterprises with operational challenges.
Protecting the health and safety of the employees and
minimising potential disruptions of COVID-19 to the
stakeholders is one of the one of the greatest concerns of
the Group.

Leading Group

We have established a pandemic response leading group
to manage the risks associated with COVID-19, and
implement preventive measures accordingly, so as to build
resilience in the pandemic. With the efforts of the
pandemic response taskforce and all our employees, we
have tackled the challenge of the pandemic and have
become one of the two factories recognised by the local
government for having high standard virus prevention
measures.

JCIAL AND e RE'P{}RT (CONTINUED)
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Pandemic Response
Leading Group
iR REE EE/NE

Information Quarantine,
Screening and Policy Testing, Sanitationand
Setting Group Contingency Group
ERMERBUR PRRE ~ B - FAER
HIE/NE FESNE

Pandemic Response Leading Group 7&1&FE¥ 45 E V4

Logistics
Protection and
Inspection Group

REPSERIREINE

Promotion and
Training Group

EEREIINE

e Coordinates the pandemic prevention practices of the factory area

100 38 R [ B R B TR B T4
e Formulates the pandemic prevention strategy

i 5 2 1F TR SR A%

Information Screening and Policy Setting Group 1= 8 &% R Bl HE /M

e Tracks and analyses the information of the employees

BRI DTEENER

e Formulates preventive measures in compliance with the regulations and the pandemic trend

HIE M BIER MR BB S TR i
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Quarantine, Testing, Sanitation and Contigency Group FRaf « %l - HERES/ME

e Conducts the body temperature checking
EITRIREA

e Manages the quarantine zones
TR

e Handles emergency incidents

BRIEESEMN

Promotion and Training Group = {8 & & 3ll/h

e Keeps abreast of the pandemic development
R TREBHERBER
e Organises training on pandemic prevention

AR BIER

Logistics Protection and Inspection Group £ EiPhzE R & /MNA

e Checks on our pandemic prevention practices
BERIEEN EIER

e Monitors all cross-border employee movements
EEMBEBRESNITH

COVID-19 Practices

To protect the health and safety of our employees and
minimise potential disruptions to our supply chain, we have
adopted the following practices to reduce the risk of an
outbreak of COVID-19 at the workplace.
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Protecting Our People REFHFIHES

v

v

A N N N

To keep all employees informed about the national and Group anti-pandemic policies

EENEE THRERKEENIUEBR

To monitor the global and local pandemic situation and remind employees to avoid going to the areas with
a high risk of infection

ERPHRERMEBEBRL  TiREES#2ANERLRR MR

To carry out daily sanitation of the factories and workshops

HIMMERETESEEFZR

To closely monitor the employees’ and visitors’ body temperature and examine their movement records
T ERE B M B e 8RR F R 1T HE

To provide antigen test kits for employees to do self-tests

REFFERRISE 2 HES 8 B8

To encourage employees to have COVID-19 vaccines

SEEEEENAERBEEER

To reserve an area for quarantine purpose

B 3t 05 R R R Bl

Protecting the Supply Chain {R&& it fE&E

D N N N SN

To relocate employees to multiple locations in order to prevent transmission of virus
KiEESER R Z EE - U IR SEE

To introduce a “closed-loop” system for cross-border employees
RERE TSI A—EIFRIZG

To set up a stringent management system and working procedures for cross-border logistics
REFEYN R ERBNERHE R IIERRF

To carry out thorough sanitation after unloading

HERETHRENES

To adopt a “contactless” approach on cross-border goods transportation
HEREERKAEEERX] TR

To communicate closely with the authorities to obtain permits for vehicles
HRTHEZ AR UWEGEBEEMWMITAE

«
SREN A EEN R

BENESE NOERRSREVE

e—

o
W

To protect the health and safety of our employees, we Employees are required to maintain personal
carry out sanitation of workplace frequently. hygiene at all times and comply with pandemic
RREREMNEEREZS  RMETHIIESMETE prevention protocols.

SBE o EEVERSRFEAEE  WESTHERE -
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During the Reporting Period, the Group was not aware of
any non-compliance with applicable laws and regulations
relating to provision of a safe working environment and
protection of employees from occupational hazards, such
as Law of the PRC on Prevention and Control of
Occupational Diseases and the Occupational Safety and
Health Ordinance (Cap. 509) of Hong Kong. The following
table illustrates the number of work-related fatalities
occurred in the past three years:

SOCIAL AND GOV.

R|ERA - NREB W A B A E T T @
FRERRZERNITR  ABRHZE2TIERER
RERE  ERFLNREXBERENEZRE
B KR EARKMBEBERFG AL REE
(BELZE2RBEEEGD)ELE - TRETBE
“FERREMETIFARMSLTEA -

Employee health and safety data ES @ FHZ 28 E mmm

Number of work-related injury cases

THBRHEHNHHE

Number of work-related fatalities
ATIT A

Number of lost days due to work injury
ETGEENTIERE

6 12 14
0 0 2
253 534 632

Employment Conditions

Our employees stand at the very heart of our success and
are the most valuable assets of the Group. As such,
taking good care of employees is a top priority for us. We
have adopted a long-term strategy for taking care of our
employees, which includes providing our employees with a
dynamic working environment and attractive compensation
and benefits which are competitive in the market. During
the Reporting Period, the Group was not aware of any
material breach of relevant laws and regulations in China
and Hong Kong that has a significant impact on the Group
relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunities, diversity, anti-discrimination, other benefits
and welfare, as well as child and forced labour, such as
the Labour Law and Labour Contract Law in the PRC, and
the Employment Ordinance (Cap. 57) in Hong Kong.
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Promotion and employment relations

The Group is keen on establishing a close relationship with
is employees. To enhance employee satisfaction and
productivity, we have established a fair and transparent
promotion and awarding mechanism. Employees are to be
appraised against a set of KPIs annually. Outstanding
employees will receive awards and discretionary bonuses
and they may be entitled promotion. To promote team
spirit, we also issue awards to teams based on their
productivity, improvement and innovation.

Employees are invaluable assets of the Group and we
make every effort to retain each of them. Employment
relationships are taken seriously and we do not make
dismissal decisions lightly. No employees would normally
be laid off unless they are no longer able to take up their
roles for different reasons. All employees who are subject
to dismissal will receive due notice or compensation,
unless they have breached the laws or our code of
conduct.

Benefits

We recognise the contribution by our employees with a
highly competitive remuneration package. The Group fully
complies with the minimum wage regulations, and offers
employees with discretionary bonuses based on their
performance. To help ease the cost of living of the
employees, we offer them with allowances on meals and
accommodation. We also make contributions to the social
security system of pension fund, medical insurance,
industrial injury insurance, unemployment insurance and
maternity insurance for our employees according to the
local laws and regulations.

Work-life Balance

Work-life balance is an important aspect of a healthy work
environment. We discourage unnecessary overtime work
and properly manage the working hours of the employees.
Management will review and adjust the work roster to
avoid overtime work. Employees who have to work
overtime will be compensated. We adopt a five-day work
week. Apart from the national statutory holidays,
employees are also entitled to additional paid annual leave,
sick leave, marital leave, maternity leave, paternity leave
and compassionate leave according to the local laws and
regulations. We organise a series of social events for our
employees to promote mental wellbeing and build a culture
of employee motivation.
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On the New Year’s Day, the employees of the Group
had dinner together to celebrate the new year and
shared blessings. They truly enjoyed the unforgettable
time they spent together.

TEEH AEEEEHEBRE  ENFFLMAEN
B RE—REMIRDER T BSAR -

Chinese New Year is an important
traditional festival of the Chinese that
welcomes a new start and embraces
unity and peace. In celebration of the

Chinese New Year, more than a
thousand of our factory workers had
Poon Choi together, which made them
feel like home.
BEMFEDHEANEEZEHEA - 05
R | b RERELEF o BT EOE
L | BEFE  BMIEN—TZEBE—R=
i AEXBRE  FREBERNKE -

Our employees joined an outdoor event to celebrate the
Labour Day.

In this event, we expressed gratitude to the employees for
their outstanding achievements over the past year, and
encouraged them to carry on making progress and growing

96

together.
BEZ2MFINES - AERBBE - RULREEH - HFIH
BEEBE —FHREGEELEKMER TR - WK FE
BEIGH#ES  LRKE -

Diversity and Labour Rights Z{b R THEF

We are a people-centric enterprise which respects labour
rights and fairness. The Group understands the importance
of diversity and respect it. Our employees are protected
from receiving unequal treatment on recruitment,
promotion, performance evaluation, salary, rewards and
training opportunities, as well as any forms of
discrimination, violence and harassment based on the
grounds of race, ethnic, age, gender, sexual orientation,
disability, religious beliefs, political affiliation, or marital
status. We have set up a whistleblowing channel for
employees to report violation of our labour rights and
diversity policy. Furthermore, we respect the freedom of
association and the right of collective bargaining of the
employees, and have set out policy to protect such rights.

Ka Shui International Holdings Limited Annual Report 2021

BAR—ERARENLE  BELTRIEA
FoAEEARMEZTICNEREREES T -
BMERERERSNERE &7 ERFE #
B RBpLEIReETEXIAAEEFE BT
SRR Rik - File - 15 - WA BK -
FHEMWN  BUAL S REEAM R MEZEFMER
MR ROREE - RMCEL-ESE®RR
B HEEBSERERS THEMNRZ TIEERENT
BN RMEERENGEHLE A REEAH
EVRER] - I 2 HIE R RE AR -



Child and Forced Labour-free Workplace

Prevention of child and forced labour is another material
issue on labour rights protection. We have established a
stringent set of policy on child and forced labour based on
the international SA8000 Social Accountability Standard.
The Group acts proactively to avoid the use of child or
forced labour throughout our operations. Not only do we
strictly comply with our standard of child and forced labour
prevention throughout employment and operation
processes, we also closely communicate with our suppliers
to ensure that they are in line with our standards.

The Group undertakes to avoid the use of child and forced
labour across all operation units. To avoid underage
employment, all job applicants must reach the legal
working age and present valid identification document for
our verification. We carry out inspections to ensure
compliance with the child labour policy and in the event
child labour is identified, we will take actions to ensure
their health and safety, such as arranging a medical
check-up for them, sending staff to escort them back
home, and providing them with necessary medical and
living support. We do not tolerate any act of using child
labour by our suppliers. In case of violation, they are
required to take remedial actions promptly and we may
terminate our business relationship with them if
appropriate.

During the Reporting Period, the Group was not aware of
any identified case regarding child and forced labour, as
well as material non-compliance with laws and regulations
relating to child and forced labour in China and Hong
Kong, including, among others, the Provisions on
Prohibition of Child Labour and the Law on the Protection
of Minors of the PRC, and the Employment Ordinance
(Cap. 57) of Hong Kong.

Training and Development

We aim to give employees the opportunity to acquire new
skills they needed by providing them with the training
courses that suit them the most. By investing in training
and development, we help our employees to excel in their
roles and thrive in the future.
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To facilitate a better management of employee training and
development, we have established the Enterprise Academy,
which is responsible for formulating a training plan annually
to address the training needs of the employees, and
coordinating the hosting of training. Depending on the
training needs and the roles of the employees, our training
activities cover topics on various areas such quality
management, patent development, intellectual property,
vocational skills and management. New joiners will
participate in an orientation training programme, in which
they will be trained and assessed on a range of topics
including environmental, health and safety knowledge,
production process, as well as our quality and CSR
policies. The training programmes are delivered by
experienced and qualified instructors.

Furthermore, the Enterprise Academy also coordinated with
external parties and institutions to support our employees
to obtain professional qualifications in achieving their
professional goals. The data of our training hours are
summarised below:

RTEFEREEMEIRBER  RAKRLT
RSk HAFHEFRFIFE - Uk
BRI dlRR - X HABIINER - KIEREEH
BB REBA BIEBRERZBEHNE
B mEEEE - BAME - MREE  BEK
BELERE - HEER2MABEIGE - BES
BEX—RIETE(BRRE BERZ2MH
FERRBARERMANREREREEREEERR)
B IE I R AEE o BIIREAEREENAERSE
B #% 5% ©

BESN - BB TRE B EIMNEE T REEEE
XFREEMGEEXER BERARENBEAR -
BRSEJIERNERBRMT

Total number of hours of training received by employees

& S 3= 3 3t Al B 4B B B

27,228.50

Average hours of training per employee (% of employees who received training?®)

SESIEHEINE (EZEINESHE S L)
By gender %1515

Male 5

Female &
By employment category &{EEE I 245

Senior Management & EIE A 8

Middle Management # & 31E A B

General Staff LB T

8.96 (100%)

9.79 (100%)
7.74 (100%)

13.23 (100%)
13.23 (100%)
8.62 (100%)

8 It is calculated by dividing the employees received training in the
specified category by the number of employees in the specified
category at the end of the Reporting Period.
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We have been collaborating with tertiary institutions to
deliver academic events and other exchange events to
nurture talents of the next generation. This year, we
collaborated with Shenzhen Technology University to
organise a seminar on industry-education integration and
innovation. Participants had a meaningful discussion and
exchanged ideas with the Group’s management.
BA—BEAERRAE  BREMESREMTEE
BB T —RAT - SF - RFERYIKMARBE1E - B
THEREHBEREIFOMNEG 2EELETTAERN
A WEAEENEEEIRTER -

SUPPORTING OUR COMMUNITY

The Group fully supports the community where it operates
and cares about the health and well-being of the people in
the community. We collaborate with local charities to offer
support to projects on local education, youth development,
poverty alleviation, disaster relief and environmental
conservation. During the Reporting Period, we contributed
a total amount of RMB94,200.00 to the community to
support the above initiatives.

Our volunteer team engages in various volunteering
activities in environmental aspects. This year’s volunteering
service includes tree plantation and supports in community
COVID-19 vaccination and testing. The team engaged in
volunteering work for a total of 343 hours during the
Reporting Period. Looking forward, we will continue to
leverage our competency and knowledge to make positive
contributions to the community, so as to foster a
sustainable and harmonious community.

5 i |
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We work with external training providers to
deliver professional training programmes in order
to upskill our employees.
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Ka Shui Volunteer Service Team organized volunteer activities and cooperated with the Industry and Trade Bureau
and the Epidemic Prevention Department to conduct nucleic acid testing and vaccination for all employees in

Ka Shui Science and Technology Park.

EhEMERBHAKTETLLRY EATERMNMANPIIERRMRELET2ERERRARREEBTIE-

PROTECTING OUR ENVIRONMENT

The Group regards environmental protection as our primary
duty, and carries on improving and enhancing our
environmental management procedures and production
process to minimise our carbon footprint and address the
environmental challenges that we face. As such, we have
implemented an environmental management system
accredited with the international standard of
ISO14001:2015. To ensure strict compliance with all
applicable environmental laws and regulations, we have
engaged external consultants to carry out annual
examination on air emissions, wastewater discharges and
noise generation. During the Reporting Period, the Group
was not aware of any material non-compliance with laws
and regulations relating to air and greenhouse gas (“GHG”)
emissions, discharges into water and land, generation of
waste and use of resources, including, among others, the
Environmental Protection Law and the Law on the
Prevention and Control of Atmospheric Pollution of the
PRC. Further, the Group was not aware of any issue in
sourcing water that is fit for purpose. During the Reporting
Period, the Group’s total GHG emission was 42,553.32
tCO,e, with an intensity of 29.00 tCO,e per million pieces
of product.
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Greenhouse Gas Emission* i& = 5 B& HE ir*

Unit B

GOVERNANCE REPBRT—‘(CONTINUED)
: BRiE-#HERE

ﬁﬂ:(mﬁ)

Scope 1 — Direct GHG emissions® tCO,e 3,821.79 2,280.48
HE1 — BERERBHRC NS E 2
Scope 2 — Energy indirect GHG emissions® tCO,e 38,723.31 36,407.75
#WE2 — gEREERERBHYEMC AW SR EE
Scope 3 — Other indirect emissions’ tCO,e 8.23 N/A8
HE3 — Hmh R AWE—AtiEE
Total GHG emissions tCO,e 42 553.32° 38,688.23°
i 2 SR AR AR HE RS EE
GHG Intensity tCO,e/million pieces of 29.00° 56.17
product
AEREBHNEE —atEE
§1§1¢§uu
We aim to reduce total GHG intensity (per million pieces of KB EZ —NEHNERLE RZZT=
products) by 41% by 2030 from a 2019 base year. ;ﬁiﬂ%ﬁlﬁﬁ“ T?Fb‘ M‘ﬁ(tﬁ%#%uu) (%20
41% °
Minimising Environmental Impacts BERRVIRIERE

We strive to improve sustainability at every stage of our
manufacturing processes by minimising the environmental
impacts. The major sources of our environmental impacts
are noise, wastewater and air emissions from stationary
machineries, motor vehicles and our manufacturing
processes such as die casting, moulding and scrapping.
We closely monitor the levels of such emissions and noise
to ensure that they are in strict compliance with regulatory
standards.

4 The calculation had made reference to GHG Protocol — Emission
Factors from Cross-Sector Tools and the published emission factors
of the “How to prepare an ESG Report Appendix 2: Reporting
Guidance on Environmental KPIs” published by HKEXx.

5 Scope 1 emissions represent direct GHG emissions generated by the
use of refrigerant and fuels for stationary and mobile sources.

6 Scope 2 emissions represent energy indirect GHG emissions
generated by the use of electricity.

7 Scope 3 emissions cover other indirect emissions associated with

the Group’s business operation. Our Scope 3 emissions figure
covers the emissions derived from business travel of our

employees.
8 Not recorded in 2020.
9 The total GHG emissions in 2021 had increased compared with that

in 2020 due to increase in production. However, the GHG intensity
(in terms of tCO,e per million pieces of products) had decreased
compared with that in 2020 due to the implementation of
environmentally friendly initiatives.

0 Includes Scope 1 and 3 emissions only.
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Air Emissions

The level of air emissions of our production plants is in
strict compliance with DB44/27-2001 “Emission Limits of
Air Pollutants” of Guangdong Province. To ensure
compliance, we conduct a third-party air quality
examination every year. The air emissions generated by the
Group are primarily attributed to exhaust gas produced by
the injection molding machine during the high temperature
melting process and dust generated during the crushing
process. We mitigate such impacts by adopting new
initiatives and technologies, such as the installation of
emission reduction devices. The dust and waste gas
generated in the process of injection molding are treated
by UV photolysis before emission. Furthermore, we have
been using real-time monitoring system to keep track the
emission level. During the Reporting Period, the Group’s
total air emissions generated from production activities,
stationary fuel usage and mobile fuel usage are as follows:

REEHEH

BMWAEE TR REHHUKEESETERE
DB44/27-2001 (K &5 2 2= ¥ HE iR (B) &9 47
EeoBTHRRER BMESFHIETE=- =
REERE AEEELENIERRYEZRR
PEBRESBREARTEENER LERA
%%EPEEW’E T 1P9 B BT B 45 i I BT
(N E R PR E) B LBE - FBRIEE
A R IR BE K 8% AT BERR AT A8 A RN L fE (L HETT IR
B s R —EFERERNEZRFBH M
IKF o PR HR - AEERNEETSELERN
A rEEtlE  BEMRERE RREMEHER
ST

Nitrogen oxides'™ & 4.1t ¥y
Sulphur oxides #E&1L4
Particulate matter E847 %)
Benzene &

Toluene and xylene A& K — B &
Volatile organic compound &2 14 H #L 4 ¥

Sulphuric acid mist Fif: &

Sulphur dioxide — &1L

Non-methane hydrocarbons JEFR IRk (L& Y

kg
kg
kg
kg
kg
kg
kg
kg

kg

NI 1,820.47 1,548.08
NI 12.85 1.71
N 14,007.23 11,485.93
NS 51.08 39.84
NI 749.44 577.07
N 4,818.10 3,750.31
NI 30.31 20.91
NI 896.72 771.18
N 1,112.92 1,191.46

" The air emission generated by the use of company vehicles is
disclosed based on available data record only. We will continue to
improve our data collection methodology.

2 The air emissions in 2021 had increased compared with 2020 due
to increase in production and improvement in collection of air
emission data of some subsidiaries.

. The emission of nitrogen oxides in 2020 include the direct emission
from production plants and combustion of stationary and mobile
fuels, whereas that in 2021 only covers direct emission from
production plants.
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Wastewater Discharge

Our wastewater discharge can be attributed to the effluent
produced from production and general washing. To protect
the water sources nearby, our wastewater goes through a
robust treatment process to remove organic material and
pollutants before discharge, so that it can be safely
returned to the environment. The wastewater treatment
facility is inspected and cleaned regularly to ensure it
functions normally. We collaborate with external
consultants to examine our wastewater at least once a
year to ensure that the volume of organic material and
pollutants is within acceptable ranges. During the
Reporting Period, the intensities of our water consumption
and discharge were 167.93 and 3.14 m® per million pieces
of product respectively.

. @)
D GOVERNANCE REPBR:F(CONTINUED)
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HI557K o B T RENT KR - BRI BEKEHE
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DAETEBHEMI67.93 %3143 7K o
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Freshwater %7K m?3 3 77 K 246,423.62 256,106.00

Intensity & me/million pieces of product 167.93 371.82
SNAEKSBEBHESR

Wastewater 7K m2 35 K 4,603.62 84,016.92

Intensity % % m2/million pieces of product 3.14 121.98
SHKRSBEBHESR

Initial
Sedimentation
AR

Anaerobic

FIOLcu\qlmn
2

Coagulation
REY

REERE

The wastewater generated is properly treated before being
recycled or discharged.

We aim to:

o Reduce water consumption by 5% by 2030 from a
2019 base year.

o Reduce the intensity of water consumption (per million
pieces of products) by 34% by 2030 from a 2019
base year.

° Reduce the intensity of wastewater discharge (per
million pieces of products) by 50% by 2030 from a
2019 base year.

Treatment

Oxidation
X4

Recycled as
Greywater
R RSERK B4

BEEMEKRERERRATESETEER
e

Further
Sedimentation
BIRILR
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Noise Generation

The level of noise generation of our production plants is in
strict compliance with GB12348-2008 “Emission Standard
for Industrial Enterprises Noise at Boundary”. To minimise
the noise generation, we opt for equipment with higher
efficiency and lower noise generation, and have improved
the sound insulation of our workshops by optimising the
workshop layout and setting up solid walls. Our machinery
is well maintained to ensure its energy efficiency. We also
maximise the utilisation of our equipment when it is in
motion in order to reduce the time and frequency of using
the equipment.

Resource Management

Conserving our natural resources is an effective way to
combat climate change for better sustainability. We have
set up a set of internal guidance on resource management
in order to promote a sense of conservation and cultivate
a green workplace culture. During the Reporting Period,
the intensities of energy consumption, raw material
consumption and packaging material consumption were
46.84 MWh, 4.77 tonnes and 0.67 tonnes per million
pieces of product respectively.
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) GOVERNANCE REPBR (CONTINUED)

Total energy consumption BEJF EFE4AE MWh JE I/ s 68,731.44 58,205.13
Total energy intensity sERZ 22 MWh/million pieces of product 46.84 84.50™
KRN BEHESD

Direct energy consumption B AEHH FE MWh Jk B /N B 20,508.89 12,876.59
— Natural gas KAR MWh J FL /) B 11,482.03 11,771.44
— Diesel oil 4£& MWh JK FL /)N 3,850.49 558.24
— Unleaded petrol #&5)5) MWh JK EL /)N 2,118.98 502.11
— Liquefied petroleum gas /&1EA MR MWh JK FL /) By 3,057.401% 44.80

Indirect energy consumption — MWh JK EL /)N 48,222.55 45,328.54

Purchased electricity

MZERERE — EBENEN

Raw material consumption FR# £E#E Tonnes A ME 6,999.20 4,585.39
— Plastic Z B Tonnes A MA 3,681.15 1,354.60
— Magnesium alloy & % Tonnes ‘A NE 2,565.13 2,259.33
— Aluminium alloy 24 € Tonnes “AMA 609.52 816.84
— Zinc alloy # &% Tonnes A ME 143.40 154.63

Total raw material consumption intensity Tonnes/million pieces of product 4.77 6.66

BEMEERERE NWE/ BBHER

Packaging material consumption'® Tonnes A 987.91 845.94

BERYEER
— Carton boxes 4% Tonnes Al 617.97 496.31
— Plastic bags 22 Tonnes A MA 54.18 67.44
— Stickers B 4% Tonnes ‘AR 11.44 13.31
— Wood boards /R4 Tonnes “AMA 294.22 255.63
— Others E At Tonnes Al 10.09 13.24

Total packaging materigl consumption Tonnes/million pieces of product 0.67 1.23
intensity B BRI EDERERE AR EBHER

We aim to: ZMWAERZ -

. Reduce the intensity of total energy consumption (per . NZT—NFREREF N-T=TF
million pieces of products) by 33% by 2030 from a B ERERE (FE 8 HEMR) FBIE33% °
2019 base year.

. Reduce the intensity of paper consumption (per million . N=F ﬂii\%%iﬁi TR =ZTFE
pieces of products) by 46% by 2030 from a 2019 BRBEEEE (GEEHER)FIK46% -
base year.

. Reduce the intensity of packaging material . J//{_ TNEREEF R_T=FFH
consumption (per million pieces of products) by 50% EMRBEERE(BEEBHER BE
by 2030 from a 2019 base year. 0%

14 Restated due to change in calculation method. 1 AR E T EREFTAES -

1 Including the use of liquefied petroleum gas as mobile and stationary 1 BEEHRCABTIEABBMETRE - —T=—F
fuel. The consumption in 2021 had increased compared with 2020 EREER_T_TFAMEN  TELHRNRAEHBR
due to extended usage of liquefied petroleum gas and improvement HECE RIS T AFME T R EREEEMIRE -
in collection of resource consumption data of some subsidiaries.

16 The figures in 2020 have been restated due to improvement in data 1. HREEREENRE  20200F 2 IFEEY -

collection method.
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Below summarises our measures in reducing consumption UWTREMRSEREFENRBEMNRE
of resources:

Electricity
E7N

— Water consumption is closely monitored by a designated unit
M E S P BRI Ak E

— Regular analysis is conducted to identify the consumption pattern
TE DT AT TE HFEIE R

— Water pipes are inspected regularly to avoid leakages
TEHRRE /K E LA 2 Rk

— Email is preferred for document transmission
Y ER SR ER

— Apart from confidential paper, all used paper is recycled

BRIEERSTIESN - BTG 58 R B B0 AR SR 35 4% [ W 1| R
— Printing on both sides of paper is required
WAL FREEE S| E]

— Green procurement is adopted as far as practicable
TERTRVIE N MERBAR B ERAE
— Production technique is regularly reviewed to enhance efficiency

EHmE A E R AR SR
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D GOVERNANCE REPOR (CONTINUED)

RE #HERERRE(R)

Equipment upgrades for carbon reduction =8 #F 4% LLigi L B HE i

We have always been carrying out energy saving projects to reduce the carbon footprint of our production
process and achieve sustainable production. Apart from the retrofitting of the water cooling system that was
completed in December 2020, this year we have completed the retrofitting of cooling towers and the polishing
and dust removal system in January and September respectively.

B —BEERESERER MRS BMEERBRTOREN WERAKELE BRR_Z_TF+ - A%XK
BIKZ AN RRBUEEIN - SERMD AR — A RIA TR T /% a5 Kb bk B F 4t #) 2GS o

The modified cooling powers are equipped with a new temperature modulation system, which can adjust the
cooling temperature at an energy-efficient level. The retrofitted water cooling system and polishing and dust
removal system are fitted with an energy-efficient water pump. During the Reporting Period, the three projects
have reduced electricity consumption by about 104,438 kWh.

BUERERNEER B THAAEHAG AL Aol EABRREH KT  BuERaK2 AR5 R kR EE

R E T EREKER - RBMEHA - tE=EBR B 2 &M D #4104,438 T RLEFH)E

Waste Management

The Group is well aware of the importance of waste
reduction at the source. We require all operation units to
improve the accuracy in estimating the quantity of raw
materials needed to avoid excessive purchases and waste.
We never stop improving our production techniques to
increase our production efficiency, so as to reduce material
consumption and minimise product failures.

Increasing waste diversion is a key approach to our waste
management. We facilitate waste diversion by
implementing a waste sorting system across all production
units. Training courses are provided to the employees to
ensure that they are familiar with waste sorting practices.

HFE o

B EE
AEBARAMERE LRV EMNERMNE - HFIE
KA RBEMIRBHEMTRMEE B o £
B iR ERELRE - RAERE LE
BFIEERM - MIEREERE - e
FOBRY EERBENHRAREERE -

MBI EYE RN E - AR
EFELEBRUEREY D BRGRTEEYE
1t RPBEBRMIZIIRE - BRBWEATRE
MOEER -
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e )

ENVIRONMENTAL, SOCIAL AND GOV

RE-HERERERS ()

We are fully aware of the potential impact that hazardous
waste, such as waste oil residues, paints, sludge,
chemicals and their containers, might have on the
environment and the safety of our people. Hazardous
waste is separated from non-hazardous waste, and is
properly stored for collection by licensed collectors in
accordance with local laws and regulations. We also apply
appropriate handling procedures for chemical waste, such
as attaching hazard labels and warning signs to containers
for identification and safety precautions. Contingency plans
are in place to deal with emergencies associated with the
handling of hazardous waste, such as chemical spills, fires
and explosions.

Non-hazardous production waste with economic values,
such as leftover metals from production, are to be retained
for resale, or smelted for reuse in the production line. We
require our collectors to comply with our environmental
and safety protocols to avoid potential harm to the
environment and our employees. During the Reporting
Period, the intensities of hazardous waste and
non-hazardous waste were 0.66 and 0.04 tonnes per
million pieces of product respectively.

BHED BB AEEY (MERESE  HZE -
AR EERRERBR)HREUARARL 2N
BERE AEBRVMEEZEVOR WL
Tz WEREFFANEEABREE AR A
MU - RPITMEE 2 mBEYRA A B EIERE
Fro flanfe R as ERE ERRITE M ESIRE - A
BEB LML 2TER A - ©HERSETE
NEHEEEAEEMHEBNERBR - e
AR~ NI RIRAE

REEAEKEEENESEAEEY (MEEFRF
HESE) AREE Qe kEERRNEE
BEFPA BMERREABETRMUIIRER
ZERE NBRAHRENEEEKRBLENG
E-NMEHHE EEEVMRBEEEMEED 5
ABEEEFEM0.B6AMEK0.04A M0 o

Hazardous waste & EEY) tonnes A ME 963.30 514.81

Intensity % /& tonnes/million pieces of product 0.66 0.75
NWE/ BENER

Non-hazardous waste #ZEREEY) tonnes A MWE 55.49 77.36

Intensity % /& tonnes/million pieces of product 0.04 0.11
NWE/ BEMNER

We aim to:

° Reduce the intensity of hazardous waste disposal (per
million pieces of products) by 28% by 2030 from a
2019 base year.

° Reduce the intensity of non-hazardous waste disposal
(per million pieces of products) by 42% by 2030
from a 2019 base year.

i The volume of hazardous waste in 2021 had increased compared
with 2020 due to increase in production. However, the intensity of
hazardous waste (in terms of tonnes per million pieces of products)
had decreased compared with that in 2020 due to the
implementation of the aforesaid environmentally friendly initiatives.
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) GOVERNANCE REPOR (CONTINUED)

MEASURES ON MITIGATING CLIMATE RISK
One of the most significant consequences of global
warming is an increase in the intensity and frequency of
extreme weather events. Our business nature makes us
more prone to the impacts of climate risk. The Group has
formulated a business contingency plan to minimise the
loss and potential disruption on our operation in the event
of extreme weather. To mitigate the impact, the following
measures have been adopted:

Impacts

The Group is likely to face significant impacts from
extreme weather such as storms and flooding based on
the local climate and change of local climate pattern of the
locations at Group’s production bases. Potential impacts
from the extreme rain and floods may lead to
environmental, health and safety concerns. In the event of
a flood, stormwater runoffs may carry contaminants into
the drain, including chemicals.

Extreme weather events also have an impact on the safety
of the employees.

Countermeasures

We have performed regular inspections of drainage
systems to ensure there is no blockage. Repairs will be
carried out promptly if needed. We have reinforced our
chemical safety management system to minimise the risk of
chemical leakage. During the rain season, we carry out
inspections of the drainage system regularly to examine
the water quality level of the rainwater being discharged. In
the event of a storm, we will closely monitor the situation
and weather alerts, and evacuate the work area when
needed.

FE%E %té§li $ﬁ£t(mﬁ)

AR SRR 2 B2 18 it
EPHERREEFENER 2 —ABIHERAFHHR
ERAEEM - RPN EBHEEFERMESINZ
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I SR BHAREGER MO ERE
&TES’E&@EEP@T c R TR TE BB
AT H558
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RSM

RSM Hong Kong BRGNS

29th Floor, Lee Garden Two, 28 Yun Ping Road EFBiEERTE_+)\5%
Causeway Bay, Hong Kong MEZB_+hxE

T+8522598 5123 B5E +852 2598 5123

TO THE SHAREHOLDERS OF
KA SHUI INTERNATIONAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Ka Shui International Holdings Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 118 to 271,
which comprise the consolidated statement of financial
position as at 31 December 2021, and the consolidated
statement of profit or loss, consolidated statement of profit
or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2021, and of its
consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of
the Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor’'s Responsibilities for the Audit of
the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance
with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our
opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our
professional judgment, were of most significance in our
audit of the consolidated financial statements of the
current period. These matters were addressed in the
context of our audit of the consolidated financial
statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on
these matters. The key audit matters we identified are:

1. Fair value measurement of lands

2. Allowance for inventories

\ X rJ
'1\ ENT AUDITOR’S REPBRF(CONTINUED)

B % AR ()

RRNER
BAPEREZESMAGRMO(EBENE
ANDTEBRFEA D ETER - HARZEFE
AAENEERERNRS [ RBABRGEE M
BREAENETIBOFTEA - REBZL S5
AR H(EXGEERTRADA T AR T
1) BABYR BE%5E - WEETTAIFE
Hitp BB REME - LPIMBE - RAMEGHNE
BB D REE AR MANEZE RIEHE
B o

BB S
RREZFEHERBRMANEZAE - AR
REVBHRRNBRRAEENEIH - BLER
EERMEZERGAMBRRLD AR EE
TREN MEMTEHELFTREHREBNE
R BMBHHNBEREZERERE

1. THATENFE

2. TGFEE#H
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KEY AUDIT MATTER (Continued) BEEXEE (E)
Key Audit Matter How our audit addressed the Key Audit Matter
FREZEIR BMESEZPHAREESENEERR

112

Fair value measurement of lands
THAFENGE

Refer to notes 5(g), 7 and 20 to the consolidated
financial statements.

26 MRS K FESE) - 7/20 °

The Group measures its lands at fair value using
a market approach. The valuation is a level 3 fair
value measurement as it involves adjustments to
market comparables to reflect the particular
characteristics of the land, including location and
plot sizes, which are based on unobservable
inputs that are subjective. The value of land is
sensitive to these inputs. In order to determine
an appropriate fair value of the land, the Group
appointed an independent professional valuer to
perform the assessment.

ESEEAMSE RATEAEE LM - HE
RE-ELRVEFE ARERSIRUATHAE
LR ERETHE  URE AR ET 8
BT KRB R/ HUAEFB T BRN2H A
Efff - v BEUYZSE2HBR - REEZ LT
WHRENTE S BEREZEBEIEXAERME
TRkl -
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Our procedures in relation to the fair value
measurement of lands included:

BAB LA FENSEETNETFEE

— Evaluating the independent external valuer’'s
competence, capabilities and objectivity and
obtaining an understanding of the independent
external valuer’s scope of work and terms of
engagement;

AHEB AN A EREER BRI REEME - A
KT RRB NP ERT ) TR E R IR

—  Assessing the valuation methodologies used and
the appropriateness of the key assumptions and
comparables;

AT ARMEDEAREIEZRERATELREH

ERRE

— Checking the accuracy of the observable inputs;
BEAEBR2METHER

— Reviewing the appropriateness of those
adjustments which were based on unobservable
inputs; and
AR BR2HMERERRRE &

—  Assessing the adequacy of the disclosures in
respect of the fair value of lands.
FERET O ATFEMEERBREG R -
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KEY AUDIT MATTER (Continued) BEEXEE (E)
Key Audit Matter How our audit addressed the Key Audit Matter
FREZEIR BNESEZPHAREESENEERRR

Allowance for inventories

FEEE

Refer to notes 5(a) and 27 to the consolidated
financial statements.

2R %6 B MR M RE5(e) K 27 -

At the end of the reporting period, the Group
identifies obsolete and slow-moving inventories
items that are not probable for use in future
production or to be sold out. It also identifies any
other inventories with net realisable value below
cost. The identification is based on forecasts of
customers’ future orders and future market
conditions, and involves subjective estimation.
The allowance has impact on the carrying
amount of inventories and the profit or loss for
the year.

RImER BESEHNTAREAERKREEL
EHMBRFHTEER - RIFHEN AT EIRF
BEERKANEFMEMETS - ZHEAIEANBAE
PARERATERRAKTIZRARER WP REE
et - FABBHFAEEREEREBEREGRE -

Our procedures in relation to the allowance for
inventories included:

B FEREETHNEFER

— Reviewing inventory ageing analysis to identify
obsolete or slow-moving inventories;

EHRFEREKDN  BRIBEIBHEFTE

—  Testing the accuracy of inventory ageing list by
reviewing the date of purchase;

BEEMBERY MBS FERKRIIRNERNE

—  Testing whether the net realisable value of major
items of inventories exceeded cost by reviewing
sales after the reporting date;
EMRSHHRNBEE AR TEFEEANT
B REETERKA

— Reviewing the appropriateness of the allowance
for inventories by reference to information about
subsequent sales or usage; and
DEERERHEIGCANER  BHFERE

=E5RE &

— Checking the historical accuracy of inventory
provisioning and the level of inventories write-offs
during the year.
BREBEFEEENERERFAFEEMERK
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BB R & ()

OTHER INFORMATION

The directors are responsible for the Other Information.
The Other Information comprises all of the information
included in the annual report of the Company other than
the consolidated financial statements and our auditor’'s
report thereon.

Our opinion on the consolidated financial statements does
not cover the Other Information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the Other
Information and, in doing so, consider whether the Other
Information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that
there is a material misstatement of this Other Information,
we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA
and the disclosure requirements of the Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of
consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or
have no realistic alternative but to do so.

The Audit Committee assists the directors in discharging

their responsibilities for overseeing the Group’s financial
reporting process.

Ka Shui International Holdings Limited Annual Report 2021
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion. We report our opinion solely to you, as a body,
and for no other purpose. We do not assume
responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we
exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting
estimates and related disclosures made by the
directors.

(
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AUDITOR’S RESPONSIBILITIES FOR THE BEE B EZAE M BRRAENEE

AUDIT OF THE CONSOLIDATED FINANCIAL (&)

STATEMENTS (Continued)

. Conclude on the appropriateness of the directors’ use . HEFRARBELZ ST ERNGEEE
of the going concern basis of accounting and, based issm o RBIERNEZRE - RERS
on the audit evidence obtained, whether a material T??EEE%#&’I*‘)R%E@WEKT%E’@ :
uncertainty exists related to events or conditions that ALY BEEERELENRNENE
may cast significant doubt on the Group’s ability to Kﬁ)’g MREMRRIFEERTHEEM -
continue as a going concern. If we conclude that a AlBE N ERZHMMREFIRECAESS
material uncertainty exists, we are required to draw EMBHRERPOREREENNEE - R
attention in our auditor's report to the related EEENBERERTRE  AERERMNE
disclosures in the consolidated financial statements R-BMEmeERNEERHBAMERE R
or, if such disclosures are inadequate, to modify our JJ:FﬁHX?%W%T%fEﬁ AT RREHHIF
opinion. Our conclusions are based on the audit MATBEEY BEEBTEEEREKE -

evidence obtained up to the date of our auditor’'s
report. However, future events or conditions may
cause the Group to cease to continue as a going

concern.

. Evaluate the overall presentation, structure and . FIEGE M MENEEIRA - &E
content of the consolidated financial statements, f WA - BIREEER LA&?V?E\HH%#B%%%
including the disclosures, and whether the ERRARRMABBARZZHMEIS -

consolidated financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding . B BE5EE W%“a‘;%ﬁ‘k%ﬁiﬁiﬂm A
the financial information of the entities or business HESTRZEENEZRE URGEEY
activities within the Group to express an opinion on HMERERER - BMAEIESE BEEANH
the consolidated financial statements. We are TEENEZIE - BMEAKMNETEZ
responsible for the direction, supervision and BERAERHEE-

performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the Audit Committee, among other BMEEZLZEEEBT (HheE) St
matters, the planned scope and timing of the audit and BEREELHEAREREZER  BERMESR

significant audit findings, including any significant 1% BRI 38 B A BB ) B (E {r] 82 KRR 2K o
deficiencies in internal control that we identify during our
audit.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

We also provide the Audit Committee with a statement
that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all
relationships and other matters that may reasonably be
thought to bear on our independence, and where
applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance
in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report
because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this
independent auditor’s report is Ms. Liu Fung Yi.

Certified Public Accountants

19 April 2022

\ X rJ
ENT AUDITOR’S REPBRF(CONTINUED)
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RERBR

For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

§ /‘)

2021 2020
—E-—%f ZE-FF
Note HK$’000 HK$'000
Bt FETT FET
Revenue [N 8 1,714,549 1,469,237
Cost of sales & KA (1,225,485) (1,021,934)
Gross profit EH 489,064 447,303
Other income Hu g A 9 30,125 25,155
Reversals of impairment loss on trade & 5 EWFKIE KA %)
receivables and contract assets/ BERMERIER
(impairment losses on trade (BEZRWEEREH
receivables and contract assets) BEREERE) 242 (236)
Selling and distribution expenses HERDHEAY (33,116) (27,119)
General and administrative expenses —f& K77 X (309,817) (273,495)
Other operating expenses and income £ fth 4 48 59 52 & U A 11 (22,612) (10,205)
Profit from operations EE R F 153,886 161,403
Finance costs & A AR 12 (3,259) (6,840)
Loss on deregistration of a subsidiary ¥ i/ B A 7118 %k (100) —
Gain on disposal of a subsidiary HEHBR WS 40(c) - 9
Gain on disposal of an associate EH SN A ks - 350
Share of profits/(losses) of associates # % B ‘& X &3 |,/
(%) 25 45 872)
Profit before tax B %t A A 150,572 154,050
Income tax expense Fris i sz 13 (22,835) (31,295)
Profit for the year 5 i F 14 127,737 122,755
Attributable to LT ALTREL#ERE
Owners of the Company RARIRERTFEA 131,139 123,991
Non-controlling interests FEIERR R (3,402) (1,236)
127,737 122,755
HK Cents HK Cents
Bl JBEA
Earnings per share SkEA 18
Basic — &R 14.67 13.87
Diluted — B8 N/AFE A N/A 38 A

Ka Shui International Holdings Limited Annual Report 2021



IT OR LOSS AND OTHER C(}MPPrEHENSIVE INCOME

GeEskEME2EEER

For the year ended 31 December 2021 HEZ-T-_—F+-_A=+—HIFE

2021 2020

—g-—F —T_THF

HK$°000 HK$000

FETT FET

Profit for the year FE Rt 127,737 122,755
Other comprehensive income: Hib 2 EU2S -

Items that will not be reclassified to T EEN SRR 2 A
profit or loss
Surplus on revaluation of leasehold HELHEBEEH AEH

lands 4,466 15,080
Income tax on items that will not be T @&FHHEFIEREHZ
reclassified to profit or loss Fris®i (943) 11,491
3,523 26,571
Items that may be reclassified to B 7 EEBm s HE

profit or loss
Exchange differences on translating MEGINEBEE CIE R ERE
foreign operations 17,421 48,840

Other comprehensive income for ERRHELMEZEKZE

the year, net of tax 20,944 75,411
Total comprehensive income FRE2EWEEE
for the year 148,681 198,166
Attributable to LT ALTRES#ERS
Owners of the Company RARE=FBA 151,839 198,212
Non-controlling interests FEIE IR HE 2 (3,158) (46)
148,681 198,166
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At 31 December 2021 R=ZT=—F+=A=+—H

120

2021 2020
—T-—% —EETF
Note HK$’000 HK$’000
B it F#EiT FHET
Non-current assets ERBEE
Property, plant and equipment VI - B ER B 19 547,487 519,816
Right-of-use assets FREEE 20 244,968 248,214
Goodwill BES 21 2,654 -
Other intangible assets Hin B & E 22 3,835 —
Club membership i 23 718 718
Investment in an associate REEE QT2 "E 25 8,949 8,691
Deposits paid for acquisition of TENEEWE  #RR
property, plant and equipment Bl sn 13,411 18,464
Deferred tax assets EIER I E = 35 99 121
822,121 796,024
Current assets RENEE
Inventories FE 27 209,363 180,666
Right of return assets BREEEZET 54 90
Trade and bills receivables B 5 R EBEWKIEA 28 453,082 394,276
Contract assets BHEBEE 29 14,132 12,598
Prepayments, deposits and other TERTA Bz R EA
receivables e U R 49,543 47,637
Due from an associate JE LB 2 A 7 A 25 212 259
Current tax assets BIEAR I & B 1,474 6,834
Restricted bank balances BRHIFEITER 30 2,029 1,975
Bank and cash balances RITRIRE ek 30 280,683 256,686
1,010,572 901,021
Current liabilities REBEE
Trade payables =07) ANk 31 209,935 189,319
Contract liabilities aHAaR 29 7,854 14,031
Refund liabilities BRRAR 241 240
Other payables and accruals H i JE A< FRIE K
st &R 31 103,801 99,093
Due to an associate FETEE & N A FRIB 25 121 -
Derivative financial liabilities PEeRAaE 26 3,486 1,341
Bank borrowings |ITER 32 132,858 106,958
Lease liabilities HeEaE 34 8,894 9,033
Current tax liabilities BNEATRIE B & 22,936 13,374
490,126 433,389
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At 31 December 2021 R=FT=-—F+=-A=+—H

2021 2020
—E-—%f —E-F

Note HK$’000 HK$°000

Kt F#ET FET

Net current assets RBEEFE 520,446 467,632

Total assets less current liabilities BEZERREGE 1,342,567 1,263,656
Non-current liabilities ERSHERE

Bank borrowings |ITER 32 10,500 46,500

Loan from non-controlling interests ~ 3F3% P& #E 25 {5 7K 32 803 —

Lease liabilities HEAR 34 5,582 9,045

Deferred tax liabilities FIERIBEE 35 31,280 28,803

48,165 84,348

NET ASSETS BEFE 1,294,402 1,179,308
Capital and reserves BEXREE

Share capital [ 36 89,376 89,376

Reserves (A 38 1,190,703 1,074,614

Equity attributable to owners of  AAT#EZHIEH AEN

the Company i 1,280,079 1,163,990
Non-controlling interests FEIE R HE 14,323 15,318
TOTAL EQUITY HEEHE 1,294,402 1,179,308
Approved by the Board of Directors on 19 April 2022 and LEFEEN T _FMUATLBHE LA
are signed on its behalf by: TESEREEE

Lee Yuen Fat Wong Wing Chuen
FEE HokE
Director Director

EF s
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For the year ended 31 December 2021 & & —

Share
capital

Share
premium

il

HKS 000

Retained
earnings

Capital
reserve

BARE

FATRRRAABEER

Merger
reserve

AR

HKS 000

Foreign
currency
translation
reserve

B

0

Statutory revaluation

reserve

EERE

Attributable to owners of the Company

Financial assets

at fair value

through other
compensative

Land income
(FvTOCI)
reserve
BAFEFAR
1HEME HREREHRE
ZHBEE

reserve

Total

L

Non-
controlling
interests

FERER

At 1 January 2020 R-E-ZF-f-B 89,376 204,650 608,905 8,701 (9,931) (50,157 58 149292 (8,303 992,591 15,364 1,007,955
Total comprehensive income FR2ANEEE

for the year - - 123991 - - 47,650 - 26,571 - 198212 (46) 198,166
Disposal of investrment in equity HERDTEH AL 2ENE

nstrument at FVTOCI REIARE - - 8303 - - - - - 8303 - - -
Transfer to statutory reserve EXiTERE - - (2% - - - 2% - - - - -
Transfer from capital reserve EZLKER - - 6586 (686) - - - - - - - -
Dividends paid frote 17) BRREHi#17) - - (26813 - - - - - - (26813 - 6813
Changes in equiy for the year EREREY - - 5 658 - g0 2UE 65T 8303 171,309 e 171353
At 31 December 2020 and RZF-EE+ZA=1-BR

1 January 2021 “E--5-f-H 89,376 204,650 681,420 2115 (9,931) (2507) 23,004 175,863 - 1,163,990 15,318 1,179,308
Total comprehensive income FR2ANEEE

for the year - - 131,139 - - 17477 - 3,523 - 151,839 (3,158) 148,681
Acquistion of a subsidiary (ote 40) REMBAR W40 1) - - - - - - - - - - 2,163 2,163
Transfer to statutory reserve ERETRE - - 2114 - - - 2,114 - - - - -
Dividends paid (rote 17) BRREWZ17) - - (35750 - - - - - - (85750 - (85750
Changes in equiy for the year FRERRY - - 9B - - 214 358 - 116089 (995) 115,094
At 31 December 2021 RZB--E+-A=1-H 89,376 204,650 774,695 2115 (9,931) 14,670 25118 179,386 - 1,280,079 14,323 1,294,402
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For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

2021 2020
—E-—%f —E-F
Note HK$’000 HK$’000
B #t FEiT FHET
NET CASH GENERATED FROM HEXBRRREFHE
OPERATING ACTIVITIES 40(a) 172,061 204,827
CASH FLOWS FROM INVESTING #HREFEZHLRE
ACTIVITIES
Interest received B U F & 1,042 816
Proceeds from disposals of property, HEEE « #eE MR
plant and equipment 1,849 567
Proceed from disposal of associates i & B4 A Al - 350
Purchase of property, plant and EEWE  BBEREBE
equipment (84,399) (68,099)
Acquisition of a subsidiary IR EERT B 2 A 40(b) (7,432) —
Net cash outflow from deregistration B A FIHEER S
of a subsidiary i (159) -
Refund/(payments) for rental deposits & &4 R (fF5) 11 (92)
Repayment from due from associates, & Y B & A 7] /% ZIE
net - 1,469
Deposits paid for the acquisition of — FEfT#1 % - 22 KR E
property, plant and equipment 2E & (8,297) (12,974)
Net cash used in investing BEFEMAZRE
activities B (97,385) (67,963)
CASH FLOWS FROM FINANCING ®I&EZEZIRLEE
ACTIVITIES
Dividend paid BT E (35,750) (26,813)
Loan from non-controlling interests JEHE HQTEJ/IELEM 40(e) 4,500 —
Short-term bank loans raised IR ERTTE X 40(e) 60,000 -
Short-term bank loans repaid & EEH)ﬁETTEW\ 40(e) (950) (43,557)
Repayment to associates EEBE A RIE 40(e) - (1,917)
Receipt from an associate BB Bt 2 A BIURER 2 3B 40(e) - 118
Repayment of long-term bank loans (E& KHIRITER 40(e) (70,033) (143,166)
Long term bank loans raised Mg RERITE R 40(e) - 78,639
Principal elements of lease payments FEXR% & Tﬁﬁw\ 40(e) (9,388) (8,093)
Net cash used in financing REFEMEZRS
activities B8 (51,621) (144,789)

CEC-FFR EHERERARLQE
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CONSOLIDATEB STATEMENT OF CAS

SELERER(E)

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

2021 2020
—EB-—% —EFF
Note HK$’000 HK$000
g3 FET FEr
NET INCREASE/(DECREASE) IN H&RERREIER
CASH AND CASH wm,GRd) B8
EQUIVALENTS 23,055 (7,925)
CASH AND CASH EQUIVALENTS M®“—HA—HMES2R
AT 1 JANUARY %FHEQIEE 256,686 262,252
Effect of foreign exchange rate )
changes 942 2,359
CASH AND CASH EQUIVALENTS W®+=-—HA=+—H#
AT 31 DECEMBER HeRERRELEE 280,683 256,686
ANALYSIS OF CASH AND CASH R&R%XRIR£LIEH
EQUIVALENTS il
Bank and cash balances RTINS 4 30 280,683 256,686
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GENERAL INFORMATION

Ka Shui International Holdings Limited (the
“Company”) was incorporated in the Cayman Islands
as an exempted company with limited liability under
the Companies Law of the Cayman Islands. The
address of its registered office is Windward 3,
Regatta Office Park, PO Box 1350, Grand Cayman
KY1-1108, Cayman Islands. The address of its
principal place of business is Room A, 29/F., Tower
B, Billion Centre, 1 Wang Kwong Road, Kowloon
Bay, Kowloon, Hong Kong. The Company’s shares
are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company.
The principal activities of its subsidiaries are set out
in note 24 to the consolidated financial statements.

In the opinion of the directors of the Company, as at
31 December 2021, Precisefull Limited, a company
incorporated in the British Virgin Islands (“BVI”), is the
ultimate parent and Mr. LEE Yuen Fat (“Mr. Lee”) is
the ultimate controlling party of the Company.

BASIS OF PREPARATION

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

R a B R A

For the year ended 31 December 2021 HEZ-T-_—F+-_A=+—HIFE

1. AEER
RnBIEZERBR AT ((ARRAF]) REF
ERERTERHASHE MK LA
RERRAA - ETMERME A
Windward 3, Regatta Office Park, PO Box
1350, Grand Cayman KY1-1108, Cayman
Islands e EF E& I AEB NLENE
ERNBE—FRERTLBE2IMEART « XA
AROIEBTEBHERX SBR[
Frl) £tk £ o

ARBIBBREERAR  EMBARZE
2EBHINGRA M BERKRME24 -

KRB EERB R_TE-_—%+_-A
=+—H - Precisefull Limited (—RBRHE
BEXEHEEMK Y 2 AF) AREF AT
TRBELEE((ERE]) BRADQR Z RELE
BT o

2. mRBHXE
hEGARBREDBBER AESS
HE AR ((BEERHMAR)MBEHGES
HREREE([EEHBRE LR F
Bl BEPHREENDERBIHRE
B BEGTEN(EBEHEN]D R
B W ERAMBRECENER B
X EE LR EmHRA]) 2 HET
BI R A AMER (£622%) Z HBEK - K&
EARRM TESHHENTXRE -
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

2. BASIS OF PREPARATION (Continued)
The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the
Group. Note 3 provides information on any changes
in accounting policies resulting from initial application
of these developments to the extent that they are
relevant to the Group for the current and prior
accounting periods reflected in these consolidated
financial statements.

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

(a)

Application of new and revised
HKFRSs

The Group has applied the following
amendments to HKFRSs issued by the HKICPA
for the first time, which are mandatorily
effective for the annual period beginning on or
after 1 January 2021 for the preparation of the
consolidated financial statements:

Amendments to Interest Rate

mBLEE (1)
EEGHMACEEMETRAEELAS
ETHIME R E RS T RIBERMZFET &
KIERI B AV BREER - EREHREH
BREFRBZEANIERZSHASER
BREAMBEMMI B2 AFERBE S
e BER 2 TREBF NGRS MR
KHFFES ©

RANFTR] RASERT BB B RS L
Ll

(@) FERMITREETEEUBHRE
A
AEERREGAWHERRBEE AR
ERATHEEGHMASRMNE
AP BHREEAERTA - BRI B
TR F A BRZERBENF
JZ AR o8 ) AR 3

BEMBEREEN MEEERE

HKFRS 9, HKAS Benchmark Reform FOWR - BAEE — FMEER
39, HKFRS 7, — Phase 2 FHAERIZE395% -
HKFRS 4 and BAMGwE%E
HKFRS 16 BIZE75R ~ B

B 75 R 45 A BI 5B
A5 K BB 15
EXERIE 1657

ZIERIAR
Amendments to COVID-19 Related BEXRYHEREER HAEREEHE
HKFRS 16 Rent Concessions F16HZIERTA  BHESER

Except as described below, the application of
the amendments to HKFRSs in the current year
had no material impact on the Group’s financial
positions and performance for the current and
prior years and/or on the disclosures set out in
these consolidated financial statements.
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FINANCIAL STATEMENFS" (CONTINUED)

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

(a)

Application of new and revised HKFRSs
(Continued)

Amendments to HKFRS 9, HKAS 39,
HKFRS 7, HKFRS 4 and HKFRS 16,
Interest Rate Benchmark Reform —

Phase 2

The amendments provide targeted reliefs from
() accounting for changes in the basis for
determining contractual cash flows of financial
assets, financial liabilities and lease liabilities as
modifications, and (i) discontinuing hedge
accounting when an interest rate benchmark is
replaced by an alternative benchmark rate as a
result of the reform of interbank offered rates
(“IBOR reform”).

The Group had interest-bearing bank loan (the
“Loan”) denominated in EURO dollars based on
the Euro Interbank Offered Rate (“EURIBOR”)
as at 31 December 2021. Since the interest
rate of the Loan was not replaced by an
alternative benchmark rate during the period,
the amendment did not have any impact on the
financial position and performance of the
Group. If the interest rate of the Loan is
replaced by an alternative benchmark rate in a
future period, the Group will apply this practical
expedient upon the modification of the
derivative financial liabilities provided that the
“economically equivalent” criterion is met.

For the year ended 31 December 2021 EH Z= T

S e M ERME (R

——%t-A=t-BLFE

RANHTR] RAEEFT BB M B REE

Bl (&)
(@) FERMITREETEEUHRE

R (&)

FREMBREEAFN - FEES
FERIE395 - FEMBREEAE7
0 BERMBREEAFESEIREE
MHRREENB16KZETAFIEE
EYE - MR

BRI RE T T ENE H#%L
(WWETEREE SRABNIE
BEANRSRENEENEHIER
EBCETTEETRIE KR RITE
ERENE ((RITRAEXFEHE]) -
BN R B R RN KA
AR E S gt R

REBR-_Z-_—F+-_HA=+—H
%ﬁﬁ&@kmfﬁwﬂ%ﬁ%
([EURIBOR)) LABUTEHEMET B ERTT
BR([ZEam®]) - EEEAHHW;ZE el
RWAWEREERR - IEFTAH
REBMBERRNFEE LB TN
2 o NRZE A EIE KRR E
REEFEDR  AKEBHERFE
[EBEE|IZEENIRT ®0TE£2
MEABNEXNSRAZELEES
Pl
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

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

(a)

(b)

Application of new and revised HKFRSs
(Continued)

Amendment to HKFRS 16, COVID-19
Related Rent Concessions

The amendment provides a practical expedient
that allows a lessee to by-pass the need to
evaluate whether certain qualifying rent
concessions occurring as a direct consequence
of the COVID-19 pandemic (“COVID-19 Related
Rent Concessions”) are lease modifications
and, instead, account for those rent
concessions as if they were not lease
modifications.

The application of the amendments had no
impact on the consolidated financial
statements.

New and revised HKFRSs in issue but
not yet effective

The Group has not applied any new and
revised HKFRSs that have been issued but are
not yet effective for the financial year beginning
1 January 2021. These new and revised
HKFRSs include the following which may be
relevant to the Group.

Effective for
accounting
periods beginning
on or after

Amendment to HKFRS
16: Leases — COVID-
19-Related Rent
Concessions beyond
30 June 2021

1 April 2021

Ka Shui International Holdings Limited Annual Report 2021
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FINANCIAL STATEIVIEN'FS (CONTINUED)

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

(b) New and revised HKFRSs in issue but
not yet effective (Continued)

Effective for
accounting
periods beginning
on or after

Amendments to HKFRS 3 1 January 2022
Business Combination
— Reference to the
Conceptual Framework

Amendments to HKAS 16 1 January 2022
Property Plant and
Equipment — Proceeds
before Intended Use

Amendments to HKAS 37 1 January 2022
Onerous Contracts
— Cost of Fulfilling a

Contract

Annual Improvements to 1 January 2022
HKFRSs 2018-2020
Cycle

Amendments to HKAS 1 1 January 2023

Classification of
Liabilities as Current or
Non-current

m e B RRAE(R)

For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

3. MM REBITBEBHBREE
8 (4&)

(b) ERAME R RERZHT REE

SIEEMBREERN(E)
RT5 B8
ZIERAME
Rl
AU RELERFER —E--F
ZIERIREBRA B —A—H
- HESEEM
it
BERGHENE 16528 2
HENER 6 —A—H
- BERRAINAE
HIE
BBGTEREITR B —E--fF
SAERAYN — BT —A—H
AR A
T \FE-T_TF —E-CF
B BEMBREE —A—H
Bl E e
BEQHENEIRZE —E-=fF
AR ENEAREN —A—H
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

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

(b) New and revised HKFRSs in issue but
not yet effective (Continued)

Effective for

accounting
periods beginning
on or after
Amendments to HKAS 1 1 January 2023
Presentation of
Financial Statements
and HKFRS Practice
Statement 2 Making
Materiality Judgements
— Disclosure of
Accounting Policies
Amendments to HKAS 8 1 January 2023

Accounting Policies,
Changes in Accounting
Estimates and Errors —
Definition of Accounting
Estimates

Amendments to HKAS 12 1 January 2023
Income Taxes —
Deferred Tax Related to
Assets and Liabilities
Arising from a Single
Transaction

The Group is in the process of making an
assessment of what the impact of these
amendments and new standards is expected to
be in the period of initial application. So far it
has concluded that the adoption of them is
unlikely to have a significant impact on the
consolidated financial statements.
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SIGNIFICANT ACCOUNTING POLICIES
These consolidated financial statements have been
prepared under the historical cost convention, unless
mentioned otherwise in the accounting policies below
(e.g. leasehold land and certain financial instruments
that are measured at fair value).

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

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

Consolidation

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries made up to 31 December.
Subsidiaries are entities over which the Group
has control. The Group controls an entity when
it is exposed, or has rights, to variable returns
from its involvement with the entity and has the
ability to affect those returns through its power
over the entity. The Group has power over an
entity when the Group has existing rights that
give it the current ability to direct the relevant
activities, i.e. activities that significantly affect
the entity’s returns.

(a)

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

Subsidiaries are consolidated from the date on
which control is transferred to the Group. They
are de-consolidated from the date the control
ceases.
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For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Consolidation (Continued)

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

Intragroup transactions, balances and
unrealised profits are eliminated. Unrealised
losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
subsidiaries have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

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

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

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

(b)

Consolidation (Continued)

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

In the Company’s statement of financial
position, investments in subsidiaries are stated
at cost less impairment losses, unless the
investment is classified as held for sale (or
included in a disposal group that is classified
as held for sale).

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

The excess of the sum of the consideration
transferred over the Group’s share of the net
fair value of the subsidiary’s identifiable assets
and liabilities is recorded as goodwill. Any
excess of the Group’s share of the net fair
value of the identifiable assets and liabilities
over the sum of the consideration transferred is
recognised in consolidated profit or loss as a
gain on bargain purchase which is attributed to
the Group.
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For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Business combination and goodwill
(Continued)

In a business combination achieved in stages,
the previously held equity interest in the
subsidiary is remeasured at its acquisition-date
fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The
fair value is added to the sum of the
consideration transferred in a business
combination to calculate the goodwill.

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

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

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Associates

Associates are entities over which the Group
has significant influence. Significant influence is
the power to participate in the financial and
operating policy decisions of an entity but is
not control or joint control over those policies.
The existence and effect of potential voting
rights that are currently exercisable or
convertible, including potential voting rights held
by other entities, are considered when
assessing whether the Group has significant
influence. In assessing whether a potential
voting right contributes to significant influence,
the holder’s intention and financial ability to
exercise or convert that right is not
considered.

Investment in an associate is accounted for in
the consolidated financial statements by the
equity method and is initially recognised at
cost. ldentifiable assets and liabilities of the
associate in an acquisition are measured at
their fair values at the acquisition date. The
excess of the cost of the investment over the
Group’s share of the net fair value of the
associate’s identifiable assets and liabilities is
recorded as goodwill which is included in the
carrying amount of the investment. Any excess
of the Group’s share of the net fair value of the
identifiable assets and liabilities over the cost of
acquisition is recognised in consolidated profit
or loss.
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For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Associates (Continued)

The Group assesses whether there is an
objective evidence that the interest in an
associate may be impaired. When any objective
evidence exists, the entire carrying amount of
the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 as a
single asset by comparing its recoverable
amount (higher of value in use and fair value
less costs of disposal) with its carrying amount.
Any impairment loss recognised is not allocated
to any asset, including goodwill, that forms part
of the carrying amount of the investment. Any
reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that
the recoverable amount of the investment
subsequently increases.

The Group’s share of an associate’s post-
acquisition profits or losses and other
comprehensive income is recognised in
consolidated statement of profit or loss and
other comprehensive income. When the
Group’s share of losses in an associate equals
or exceeds its interest in the associate (which
includes any long-term interests that, in
substance, form part of the Group’s net
investment in the associate), the Group does
not recognise further losses, unless it has
incurred obligations or made payments on
behalf of the associate. If the associate
subsequently reports profits, the Group
resumes recognising its share of those profits
only after its share of the profits equals the
share of losses not recognised.
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FINANCIAL STATEMENFS (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

(d)

Associates (Continued)

The gain or loss on the disposal of an
associate that results in a loss of significant
influence represents the difference between (i)
the fair value of the consideration of the sale
plus the fair value of any investment retained in
that associate and (i) the Group’s entire
carrying amount of that associate (including
goodwill) and any related accumulated foreign
currency translation reserve. If an investment in
an associate becomes an investment in a joint
venture, the Group continues to apply the
equity method and does not remeasure the
retained interest.

Unrealised profits on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interests in the
associates. Unrealised losses are also
eliminated unless the transaction provides
evidence of an impairment of the asset
transferred. Accounting policies of associates
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.

Foreign currency translation

(i) Functional and presentation currency
ltems included in the financial statements
of each of the Group’s entities are
measured using the currency of the
primary economic environment in which
the entity operates (the “functional
currency”). The consolidated financial
statements are presented in Hong Kong
dollars (“HK$”), which is the Company’s
functional and presentation currency.
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For the year ended 31 December 2021

4.

E_E_—F+ A=t —HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Foreign currency translation
(Continued)

(1)

Transactions and balances in each
entity’s financial statements
Transactions in foreign currencies are
translated into the functional currency on
initial recognition using the exchange
rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign
currencies are translated at the exchange
rates at the end of each reporting period.
Gains and losses resulting from this
translation policy are recognised in profit
or loss.

Non-monetary assets and liabilities that
are measured in terms of historical cost
in a foreign currency are translated using
the foreign exchange rates ruling at the
transaction dates. The transaction date is
the date on which the company initially
recognises such non-monetary assets or
liabilities. Non-monetary items that are
measured at fair value in foreign
currencies are translated using the
exchange rates at the dates when the fair
values are determined.

When a gain or loss on a non-monetary
item is recognised in other
comprehensive income, any exchange
component of that gain or loss is
recognised in other comprehensive
income. When a gain or loss on a non-
monetary item is recognised in profit or
loss, any exchange component of that
gain or loss is recognised in profit or
loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Foreign currency translation
(Continued)

(iii)

Translation on consolidation

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

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

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

— Al resulting exchange differences
are recognised in other
comprehensive income and
accumulated in the foreign currency
translation reserve.
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For the year ended 31 December 2021

E_E_—F+ A=t —HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. 2EFBER (&)
(Continued)
(d) Foreign currency translation (d) MESBRE ()
(Continued)
(iii) Translation on consolidation (i) ZERBFMIRE (E)
(Continued) RERBER BREEININEREK
On consolidation, exchange differences BFEMEEMNESHEBER
arising from the translation of monetary EEREMEEKEAER R
items that form part of the net RONEIE L FEEANRG - BB
investment in foreign entities are INEBEHE  ZEHXZEHER
recognised in other comprehensive FEERPENOBEHER
income and accumulated in the foreign MR ESEN—IHm -
currency translation reserve. When a
foreign operation is sold, such exchange
differences are reclassified to
consolidated profit or loss as part of the
gain or loss on disposal.
Goodwill and fair value adjustments WEEINEBIEENEER
arising on the acquisition of a foreign ANEERABWEIEGINEED
entity are treated as assets and liabilities BERAE WK HEERKR
of the foreign entity and translated at the "o
closing rate.
(e) Property, plant and equipment (e) Mz HB{REE
Property, plant and equipment are held for use ME - BELRREREEEERZS

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

Subsequent costs are included in the asset’'s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of
the item can be measured reliably. All other
repairs and maintenance are recognised in
profit or loss during the period in which they
are incurred.
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FINANCIAL STATEMENFS" (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Property, plant and equipment
(Continued)

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

Buildings 5 to 20 years or over the
unexpired term of lease
Leasehold 2 to 5 years or over the
improvements unexpired term of lease
Plant and machinery 5 to 10 years
Computer equipment 3 to 5 years
Furniture, fixtures and 3 to 5 years
office equipment
Motor vehicles 3 to 5 years
The residual values, useful lives and

depreciation method are reviewed and
adjusted, if appropriate, at the end of each
reporting period, with the effect of any changes
in estimate accounted for on a prospective
basis.

Construction in progress represents buildings
under construction and plant and equipment
pending installation, and is stated at cost less
impairment losses. Depreciation begins when
the relevant assets are available for use.

The gain or loss on disposal of property, plant
and equipment is the difference between the
net sales proceeds and the carrying amount of
the relevant asset, and is recognised in profit or
loss.
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. ETEETEE (#)

(Continued)

() Leases H #HE
At inception of a contract, the Group assesses RETSEHE - REEFHEHRZ
whether the contract is, or contains, a lease. A BREEXBPEHE - HE ,\\’J%’u\%ﬁ’\\—
contract is, or contains, a lease if the contract ER PR R A 2 38R & E R R e A
conveys the right to control the use of an UHERRE  AleRBEESBEHE
identified asset for a period of time in E-WEFPANABEEREHAIEE
exchange for consideration. Control is EI’JFH BERNZRAEESBRIHEE
conveyed where the customer has both the Fles - BRI VE B I -

right to direct the use of the identified asset
and to obtain substantially all of the economic
benefits from that use.

() The Group as a lessee () AEEEEBRHEAN
Where the contract contains lease MENBEsHESNDMIEEE
component(s) and non-lease B AIREEEETNEREDIE
component(s), the Group has elected not HERD TR EHERS
to separate non-lease components and HED REMEBNIEEE
accounts for each lease component and B ABRY mE —HEE S -

any associated non-lease components as
a single lease component for all leases.

At the lease commencement date, the REERBBH  NEBEER
Group recognises a right-of-use asset and FTREEENTEERE  HH
a lease liability, except for short-term SEHIR12ME A A TR BRAE
leases that have a lease term of 12 EREKEBEBEEMERN 3
months or less and leases of low-value AEEBEmMS RKEEEEEXE
assets which, for the Group are primarily BELAESHERAEZHRM -
laptops and office furniture. When the WAEEREKEBEEEE VH
Group enters into a lease in respect of a & AIAREBEAE R G IRER
low-value asset, the Group decides HEEEBRBEBRHEERARE
whether to capitalise the lease on a RoMZEWREBETERNHE
lease-by-lease basis. The lease payments SEHEMEENTNEESRR
associated with those leases which are BEAREEHRBHAL

not capitalised are recognised as an
expense on a systematic basis over the
lease term.
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FINANCIAL STATEMENTS (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f) Leases (Continued)

(i)

The Group as a lessee (Continued)
Where the lease is capitalised, the lease
liability is initially recognised at the
present value of the lease payments
payable over the lease term, discounted
using the interest rate implicit in the lease
or, if that rate cannot be readily
determined, using a relevant incremental
borrowing rate. After initial recognition,
the lease liability is measured at
amortised cost and interest expense is
calculated using the effective interest
method. Variable lease payments that do
not depend on an index or rate are not
included in the measurement of the lease
liability and hence are charged to profit or
loss in the accounting period in which
they are incurred.

The right-of-use assets recognised when
a lease is capitalised is initially measured
at cost, which comprises the initial
amount of the lease liability plus any
lease payments made at or before the
commencement date, and any initial
direct costs incurred. Where applicable,
the cost of the right-of-use assets also
includes an estimate of costs to
dismantle and remove the underlying
asset or to restore the underlying asset or
the site on which it is located,
discounted to their present value, less
any lease incentives received. The right-
of-use asset is subsequently stated at
cost less accumulated depreciation and
impairment losses, except for the right-
of-use assets related to leasehold land
where the Group is the registered owner
of the leasehold interest are carried at fair
value.
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

f)

Leases (Continued)

(i)

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

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

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

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f) Leases (Continued)

(i)

The Group as a lessee (Continued)
Right-of-use assets in which the Group is
reasonably certain to obtain ownership of
the underlying leased assets at the end of
the lease term are depreciated from
commencement date to the end of the
useful life. Otherwise, right-of-use assets
are depreciated on a straight-line basis
over the shorter of its estimated useful
life and the unexpired term of lease.

Refundable rental deposits paid are
accounted under HKFRS 9 and initially
measured at fair value. Adjustments to
fair value at initial recognition are
considered as additional lease payments
and included in the cost of right-of-use
assets.

The lease liability is remeasured when
there is a change in future lease
payments arising from a change in an
index or rate, or there is a change in the
Group’s estimate of the amount expected
to be payable under a residual value
guarantee, or there is a change arising
from the reassessment of whether the
Group will be reasonably certain to
exercise a purchase, extension or
termination option. When the lease liability
is remeasured in this way, a
corresponding adjustment is made to the
carrying amount of the right-of-use asset,
or is recorded in profit or loss if the
carrying amount of the right-of-use asset
has been reduced to zero.
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

f)

(9)

Leases (Continued)

(i)

(1)

The Group as a lessee (Continued)
The lease liability is also remeasured
when there is a change in the scope of a
lease or the consideration for a lease that
is not originally provided for in the lease
contract (“lease modification”) that is not
accounted for as a separate lease. In this
case the lease liability is remeasured
based on the revised lease payments and
lease term using a revised discount rate
at the effective date of the modification.
The only exceptions are any rent
concessions which arose as a direct
consequence of the COVID-19 pandemic
and which satisfied the conditions set out
in paragraph 46B of HKFRS 16. In such
cases, the Group took advantage of the
practical expedient not to assess whether
the rent concessions are lease
modifications, and recognised the change
in consideration as negative lease
payments in profit or loss in the period in
which the event or condition that triggers
the rent concessions occurred.

The Group as a lessor

When the Group acts as a lessor, it
determines at lease inception whether
each lease is a finance lease or an
operating lease. A lease is classified as a
finance lease if it transfers substantially all
the risks and rewards incidental to the
ownership of an underlying assets to the
lessee. If this is not the case, the lease is
classified as an operating lease.

Research and development
expenditure

Expenditure on research activities is recognised
as an expense in the period in which it is
incurred.
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FINANCIAL STATEMEN'FS' (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h)

U]

1)

Other intangible assets

Technology knowhow

Know-how is stated at cost less accumulated
amortisation and impairment losses.
Amortisation is calculated on a straight-line
basis over their estimated useful lives.

Customer relationships

Customer relationships are stated at cost less
accumulated amortisation and impairment
losses. Amortisation is calculated on a straight-
line basis over their estimated useful lives.

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using
the weighted average basis. The cost of
finished goods and work in progress comprises
raw materials, direct labour and an appropriate
proportion of all production overhead
expenditure, and where appropriate,
subcontracting charges. Net realisable value is
the estimated selling price in the ordinary
course of business, less the estimated costs of
completion and the estimated costs necessary
to make the sale.

Other contract costs
Other contract costs are the incremental costs
of obtaining a contract with a customer.

Incremental costs of obtaining a contract are
those costs that the Group incurs to obtain a
contract with a customer that it would not
have incurred if the contract had not been
obtained. Incremental costs of obtaining a
contract are capitalised when incurred if the
costs are expected to be recovered, unless the
expected amortisation period is one year or
less from the date of initial recognition of the
asset, in which case the costs are expensed
when incurred. Other costs of obtaining a
contract are expensed when incurred.
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For the year ended 31 December 2021

E_E_—F+ A=t —HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. SEBUR (&)

(Continued)

(k) Club membership (k) EFrE#E
Club membership with indefinite useful life is EmRAEAFHOE M REIRMA
stated at cost less any impairment losses. WEMREBEYE SMefEEF
Impairment is reviewed annually or when there REBEDRBERTNRBEBER &
is any indication that the club membership has EATRIERE °
suffered an impairment loss.

() Contract assets and contract liabilities () BHEERSHERE

Contract asset is recognised when the Group
recognises revenue before being
unconditionally entitled to the consideration
under the payment terms set out in the
contract. Contract assets are assessed for
expected credit losses (“ECLs”) in accordance
with the policy set out in note 4(z) and are
reclassified to receivables when the right to the
consideration has become unconditional.

A contract liability is recognised when the
customer pays consideration before the Group
recognises the related revenue. A contract
liability would also be recognised if the Group
has an unconditional right to receive
consideration before the Group recognises the

related revenue. In such cases, a
corresponding receivable would also be
recognised.

For a single contract with the customer, either
a net contract asset or a net contract liability is
presented. For multiple contracts, contract
assets and contract liabilities of unrelated
contracts are not presented on a net basis.

When the contract includes a significant
financing component, the contract balance
includes interest accrued under the effective
interest method.
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FINANCIAL STATEMEN'FS' (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

4. SIGNIFICANT ACCOUNTING POLICIES 4. FTESFHE(E&)

(Continued)

(m) ERRZILHEREMTHE

(m) Recognition and derecognition of

financial instruments

Financial assets and financial liabilities are
recognised in the consolidated statement of
financial position when the Group becomes a
party to the contractual provisions of the
instruments.

Financial assets and financial liabilities are
initially measured at fair value. Transaction
costs that are directly attributable to the
acquisition or issue of financial assets and
financial liabilities (other than financial assets
and financial liabilities at fair value through
profit or loss (“FVTPL") are added to or
deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly
attributable to the acquisition of financial assets
or financial liabilities at FVTPL are recognised
immediately in profit or loss.

The Group derecognises a financial asset only
when the contractual rights to the cash flows
from the asset expire, or when it transfers the
financial asset and substantially all the risks and
rewards of ownership of the asset to another
entity. If the Group neither transfers nor retains
substantially all the risks and rewards of
ownership and continues to control the
transferred asset, the Group recognises its
retained interest in the asset and an
associated liability for amounts it may have to
pay. If the Group retains substantially all the
risks and rewards of ownership of a transferred
financial asset, the Group continues to
recognise the financial asset and also
recognises a collateralised borrowing for the
proceeds received.

CTREENERAEENASEN AT
BAMHGESINRTOE R - BREGRE 0
B R ATER -

%ﬂé?&éﬂ%Iﬁﬁ& ~FAER

cWBHBETEREENERAERE
(BAFEFABENEREERS
BEERIN BEREBIENZZRAT
KRR ACHEELTREA
BEOAFE - LEHEBE A FET R
(ER) - WHIR A FE ABEN
TREEITHMBBERBENRS
XA RIBE BN FE R st P RERR o

AEBEEREERSRENAOER
B REE RS REENMEARD
EF%%%WHV&@%%%*E%

T ERUIEREREE - WAK
l*ﬁﬁﬁ&ﬁ A BEEEDN
A BB B B 5 - I AR AR T Il O R
MEE ASERERENZREE
MRE DL EAREAZNHER
WA E - WAKERECERS
@é?ﬁﬁ%%ﬁ%ﬁmﬂﬁ&@

CAEEFEEERERZETRE
E TR 4R B P 15 SR HE AR R HE A

ERA

CEC-FFR EHERERARLQE

149



o _
NOTES TO THHBNSOLIDATED FINANCJA /‘

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. ETEETEE (#)

(Continued)

(m) Recognition and derecognition of (m) HERRZILFERSHMTA(E
financial instruments (Continued)
The Group derecognises financial liabilities REBEEEBCER  BUBER
when, and only when, the Group’s obligations BARIEEReREE - RIEHERD
are discharged, cancelled or have expired. The cRHEBERMESBEED N REND
difference between the carrying amount of the REBPEAANDEZENIERGEE
financial liability derecognised and the SAEAENER NERE  AREBERT
consideration paid and payable, including any TR o

non-cash assets transferred or liabilities
assumed, is recognised in profit or loss.

(n) Financial assets n) SMEE

All regular way purchases or sales of financial FBLEE AR EHNEREEER
assets are recognised and derecognised on a HEZ 5B HERRKRILER 188
trade date basis. Regular way purchases or FREERBEMSGROIFEMNEL
sales are purchases or sales of financial assets NERARNEENSRIEEES °
that require delivery of assets within the time FIEERRANEREE LZAE IR
frame established by regulation or convention B AN AT EE  BTemE
in the marketplace. All recognised financial EMNDHEME -

assets are measured subsequently in their
entirety at either amortised cost or fair value,
depending on the classification of the financial

assets.

Debt instruments BHKRE

Debt instruments held by the Group are REBEBENEBREDDEATY
classified into one of the following Hp—IBzr=285

measurement categories:

—  amortised cost, if the instrument is held — WEREEBEFEREEHERR
for the collection of contractual cash E MzEREnEERL S
flows which represent solely payments of A BFIE - BB HEA R -
principal and interest. Interest income ?xéfﬁ‘]ﬂ%‘%ﬂl)\ﬁﬁﬁﬁ ERRF
from the instrument is calculated using KEFE - BHREBEEYN
the effective interest method. Typically, 1B HMERHIE - Be kiR
trade and bills receivables, other TSR — R B ER LR -

receivables, cash and bank balances are
classified in this category.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n) Financial assets (Continued)
Debt instruments (Continued)

FVTOCI — recycling, if the contractual
cash flows of the instruments comprise
solely payments of principal and interest
and the instrument is held within a
business model whose objective is
achieved by both the collection of
contractual cash flows and sale. Changes
in fair value are recognised in other
comprehensive income, except for the
recognition in profit or loss of ECLs,
interest income (calculated using the
effective interest method) and foreign
exchange gains and losses. When the
instrument is derecognised, the amount
accumulated in other comprehensive
income is recycled from equity to profit or
loss.

FVTPL if the instrument does not meet the
criteria for being measured at amortised
cost or FVTOCI (recycling). Changes in
the fair value of the instrument (including
interest) are recognised in profit or loss.
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For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)

(o)

Financial assets (Continued)

Equity investments

An investment in equity securities is classified
as FVTPL unless the equity investment is not
held for trading purposes and on initial
recognition of the investment the Group makes
an election to designate the investment at
FVTOCI (non-recycling) such that subsequent
changes in fair value are recognised in other
comprehensive income. Such elections are
made on an instrument-by-instrument basis, but
may only be made if the investment meets the
definition of equity from the issuer’s
perspective. Where such an election is made,
the amount accumulated in other
comprehensive income remains in the fair value
reserve (non-recycling) until the investment is
disposed of. At the time of disposal, the
amount accumulated in the fair value reserve
(non-recycling) is transferred to retained
earnings but not recycled through profit or
loss. Dividends from an investment in equity
securities, irrespective of whether classified as
at FVTPL or FVTOCI, are recognised in profit or
loss as other income.

Trade and other receivables

A receivable is recognised when the Group has
an unconditional right to receive consideration.
A right to receive consideration is unconditional
if only the passage of time is required before
payment of that consideration is due. If
revenue has been recognised before the Group
has an unconditional right to receive
consideration, the amount is presented as a
contract asset.

Receivables are stated at amortised cost using
the effective interest method less allowance for
credit losses.
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FINANCIAL STATEMEN'FS' (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

(q)

Cash and cash equivalents

Cash and cash equivalents comprise cash at
bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk of
changes in value, having been within three
months of maturity at acquisition. Bank
overdrafts that are repayable on demand and
form an integral part of the Group’s cash
management are also included as a
component of cash and cash equivalents for
the purpose of the consolidated cash flow
statement. Cash and cash equivalents are
assessed for ECL.

Financial liabilities and equity
instruments

Financial liabilities and equity instruments are
classified according to the substance of the
contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument under HKFRSs. An equity
instrument is any contract that evidences a
residual interest in the assets of the Group
after deducting all of its liabilities. The
accounting policies adopted for specific
financial liabilities and equity instruments are set
out below.

(i) Borrowings
Borrowings are recognised initially at fair
value, net of transaction costs incurred,
and subsequently measured at amortised
cost using the effective interest method.

Borrowings are classified as current
liabilities unless the Group has an
unconditional right to defer settlement of
the liability for at least 12 months after
the reporting period.
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4.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q)

Financial liabilities and equity
instruments (Continued)

(1)

Financial guarantee contracts
Financial guarantee contracts are
recognised as a financial liability at the
time the guarantee is issued. The liability
is initially measured at fair value and
subsequently at the higher of:

— the amount determined in
accordance with the ECL model
under HKFRS 9; and

—  the amount initially recognised less,
where appropriate, the cumulative
amount of income recognised in
accordance with the principles of
HKFRS 15.

The fair value of financial guarantees is
determined based on the present value of
the difference in cash flows between the
contractual payments required under the
debt instrument and the payments that
would be required without the guarantee,
or the estimated amount that would be
payable to a third party for assuming the
obligations.

Where guarantees in relation to loans or
other payables of associates are provided
for no compensation, the fair values are
accounted for as contributions and
recognised as part of the cost of the
investment.
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b FINANCIAL STATEMENFSI (CONTINUED)

For the year ended 31 December 2021 EH Z= T

IIV

S B WERME(R)

= i F=f-BuLTE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q)

(r)

(s)

Financial liabilities and equity

instruments (Continued)

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

(iv) Equity instruments

An equity instrument is any contract that

evidences a residual interest in the assets

of an entity after deducting all of its

liabilities. Equity instruments issued by the

Company are recorded at the proceeds

received, net of direct issue costs.

Derivative financial instruments
Derivatives are initially recognised at fair value
at the date a derivative contract is entered into
and are subsequently remeasured to their fair
value at the end of each reporting period.

Revenue and other income

Revenue is recognised when control over a
product or service is transferred to the
customer, at the amount of promised
consideration to which the Group is expected
to be entitled, excluding those amounts
collected on behalf of third parties. Revenue
excludes value added tax or other sales taxes
and is after deduction of any trade discounts.
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NOTES T0 THECBNSOLIDATED FINANCIA

For the year ended 31 December 2021

4.

AR B W R M (R)

E_E_—F+ A=t —HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

Revenue and other income (Continued)
For OEM Products that have no alternative use
to the Group and when the Group has an
enforceable right to payment from the
customers for performance completed to date,
the Group recognises revenue from the sales of
such OEM Products as the performance
obligation is satisfied over time in accordance
with the input method, by reference to the
costs incurred to date over the total expected
costs. Otherwise, sales are recognised when
control of the products has been transferred,
being when the products are delivered to the
customers. Delivery occurs when the products
have been delivered to the designated location
prescribed by the customer. Payment for
goods is not due from the customer until the
OEM Products are delivered to the customer
and therefore a contract asset is recognised
over the period in which the goods are
produced, representing the entity’s right to
consideration for the services performed to
date.
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FINANCIAL STATEMEN'FS' (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

Revenue and other income (Continued)
Revenue from the sales of non-OEM Products
is recognised when control of the goods has
transferred, being when the goods have been
shipped to the customer’s specific location
(delivery). Following delivery, the customer has
full discretion over the manner of distribution
and price to sell the goods, has the primary
responsibility when on selling the goods and
bears the risks of obsolescence and loss in
relation to the goods. A receivable is
recognised by the Group when the goods are
delivered to the customer as this represents
the point in time at which the right to
consideration becomes unconditional, as only
the passage of time is required before payment
is due. A refund liability and a corresponding
adjustment to revenue is recognised for those
products expected to be returned. At the same
time, the Group has a right to recover the
product when customers exercise their right of
return so consequently recognises a right to
returned goods asset and a corresponding
adjustment to cost of sales. The Group uses its
accumulated historical experience to estimate
the number of returns on a portfolio level using
the expected value method. It is considered
highly probable that a significant reversal in the
cumulative revenue recognised will not occur
given the consistent level of returns over
previous years.

Revenue from sales of moulds is recognised
when the quality of moulds are accepted by
the customers, and the customers have the
legal title to the moulds and can direct the
Group to use them for production.
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. FEGSFHHEE)

(Continued)

(s) Revenue and other income (Continued) (s) WAREAMMUNTESR (E)
Interest income is recognised as it accrues FLEH AP BE £ IR B R A =5 8
using the effective interest method. For financial R oo BUIRB R AR IR N T EFFAH
assets measured at amortised cost or FVTOCI s (BEFHEA)FTEETED
(recycling) that are not credit-impaired, the REERENSREEMNS @ EEF
effective interest rate is applied to the gross EKEHAREENRRAEE - stHR
carrying amount of the asset. For credit FEERENSREEMS @ BBEMX
impaired financial assets, the effective interest AE AR EEMEEK A (BN E
rate is applied to the amortised cost (i.e. gross ERENIREAE) -
carrying amount net of loss allowance) of the
asset.
Rental income receivable under operating KEHEEBBTHREKESWALEERE
leases is recognised in profit or loss in equal HREHE AN TS BN ER#ER -
instalments over the periods covered by the BIEBEREEFTRRRFEAEELE
lease term, except where an alternative basis is FIEAMKEERER - B THHEERE
more representative of the pattern of benefits BHETIE R T R AR WA EFIR
to be derived from the use of the leased asset. REERAER IR o THRRBR BT
Lease incentives granted are recognised in EH A EHENREREEEN G H
profit or loss as an integral part of the MAER RN -

aggregate net lease payments receivable.
Variable lease payments that do not depend on
an index or a rate are recognised as income in
the accounting period in which they are

earned.
() Employee benefits () EEEH

() Employee leave entitlements (i) EEFFNRERH
Employee entitlements to annual leave EEFBRERHREERNES
and long service leave are recognised ZHERER  LEREERE
when they accrue to employees. A EREETE R EFTIRHER
provision is made for the estimated BEANFERERARBED
liability for annual leave and long service HErABELHEE -
leave as a result of services rendered by
employees up to the end of the reporting
period.
Employee entitlements to sick leave and 1E B R E B bR 15 7
maternity leave are not recognised until R o

the time of leave.
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FINANCIAL STATEMENFS (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

®

(u)

Employee benefits (Continued)

(ii) Pension obligations
The Group contributes to defined
contribution retirement schemes which
are available to all employees.
Contributions to the schemes by the
Group and employees are calculated as a
percentage of employees’ basic salaries.
The retirement benefit scheme cost
charged to profit or loss represents
contributions payable by the Group to the
funds.

Termination benefits

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

(iii)

Share-based payments

The Group issues equity-settled share-based
payments to certain employees. Equity-settled
share-based payments are measured at the fair
value (excluding the effect of non-market based
vesting conditions) of the equity instruments at
the date of grant. The fair value determined at
the grant date of the equity-settled share-
based payments is expensed on a straight-line
basis over the vesting period, based on the
Group’s estimate of shares that will eventually
vest and adjusted for the effect of non-market
based vesting conditions.
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For the year ended 31 December 2021

E_E_—F+ A=t —HILFE

4, SIGNIFICANT ACCOUNTING POLICIES 4. SRR (8])
(Continued)
(v) Borrowing costs (v) BERE

Borrowing costs directly attributable to the
acquisition, construction or production of
qualifying assets, which are assets that
necessarily take a substantial period of time to
get ready for their intended use or sale, are
capitalised as part of the cost of those assets,
until such time as the assets are substantially

HERREWE BEXLERERE
E - MEBEERE—BRERHELA
HIFRER BB ENEERES &
BAZEEERANRD  BEEZREE
AR EAHEREREIHERL -
HARRAGEREENREEEERE
HEERDOERERA  aREER

ready for their intended use or sale. Investment BERMEMEER AR -

income earned on the temporary investment of

specific borrowings pending their expenditure

on qualifying assets is deducted from the

borrowing costs eligible for capitalisation.

To the extent that funds are borrowed HR—RUEBAESARENR—IES

generally and used for the purpose of
obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is
determined by applying a capitalisation rate to
the expenditures on that asset. The
capitalisation rate is the weighted average of
the borrowing costs applicable to the
borrowings of the Group that are outstanding
during the period, other than borrowings made
specifically for the purpose of obtaining a
qualifying assets. Any specific borrowing that
remain outstanding after the related asset is
ready for its intended use or sale is included in
the general borrowing pool for calculation of
capitalisation rate on general borrowings.

All other borrowing costs are recognised in
profit or loss in the period in which they are
incurred.
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FINANCIAL STATEMENFS" (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(w) Government grants

(x)

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

Government grants relating to income are
deferred and recognised in profit or loss over
the period to match them with the costs they
are intended to compensate.

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

Taxation
Income tax represents the sum of the current
tax and deferred tax.

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from
profit recognised in profit or loss because of
items of income or expense that are taxable or
deductible in other years and items that are
never taxable or deductible. The Group’s
liability for current tax is calculated using tax
rates that have been enacted or substantively
enacted by the end of the reporting period.
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For the year ended 31 December 2021

E_E_—F+ A=t —HILFE

4, SIGNIFICANT ACCOUNTING POLICIES 4. SRR (8])
(Continued)
(x) Taxation (Continued) (x) BiIE (&)

Deferred tax is recognised on differences
between the carrying amounts of assets and
liabilities in the consolidated financial
statements and the corresponding tax bases
used in the computation of taxable profit.
Deferred tax liabilities are generally recognised
for all taxable temporary differences and
deferred tax assets are recognised to the
extent that it is probable that taxable profits will
be available against which deductible temporary
differences, unused tax losses or unused tax
credits can be utilised. Such assets and
liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the taxable profit
nor the accounting profit.

BEXERBIGEEMBHRRPEER
BERREERERAESERRB® T
B AR B ) Z R RERR o BT IR
EEREEMMAERRANEREZRME
R BRERREEEN IS AER
BoaMme MEREER - RPAK
REBEIABARAEER TIAKHE
BT TAER - R—ERSF - W&
BEIHBEENBBZIHER
(XBAGRIN MEENERERA
TRERRADGN R EsHEME - Al
ZEEERABIE TIARER -

Deferred tax liabilities are recognised for BEERIBEEDRIEERNWE AR R
taxable temporary differences arising on BaENaMEENERNEREZERT
investments in subsidiaries and associates, VARERR » M fia 7N 52 [ RE 420 | 488 o] 2 B

except where the Group is able to control the
reversal of the temporary difference and it is
probable that the temporary difference will not
reverse in the foreseeable future.

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period
and reduced to the extent that it is no longer
probable that sufficient taxable profits will be
available to allow all or part of the asset to be
recovered.
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.FINANCIAL STATEMEN'FS' (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(x)

Taxation (Continued)

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

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

For the purposes of measuring deferred tax for
investment properties that are measured using
the fair value model, the carrying amounts of
such properties are presumed to be recovered
through sale, unless the presumption is
rebutted. The presumption is rebutted when
the investment property is depreciable and is
held within a business model of the Group
whose business objective is to consume
substantially all of the economic benefits
embodied in the investment property over time,
rather than through sale. If the presumption is
rebutted, deferred tax for such investment
properties are measured based on the
expected manner as to how the properties will
be recovered.

For the purposes of measuring deferred tax for
leasing transactions in which the Group
recognises the right-of-use assets and the
related lease liabilities, the Group first
determines whether the tax deductions are
attributable to the right-of-use assets or the
lease liabilities.
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For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(x)

(v)

Taxation (Continued)

For leasing transactions in which the tax
deductions are attributable to the lease
liabilities, the Group applies HKAS 12
requirements to right-of-use assets and lease
liabilities separately. Temporary differences
relating to right-of-use assets and lease
liabilities are not recognised at initial
recognition and over the lease terms due to
application of the initial recognition exemption.

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

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

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v)

6]

Impairment of non-financial assets
(Continued)

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

Impairment losses for CGUs are allocated first
against the goodwill of the unit and then pro
rata amongst the other assets of the CGU.
Subsequent increases in the recoverable
amount caused by changes in estimates are
credited to profit or loss to the extent that they
reverse the impairment unless the relevant
asset is carried at a revalued amount, in which
case the reversal of the impairment loss is
treated as a revaluation increase.

Impairment of financial assets and
contract assets

The Group recognises a loss allowance for
ECLs on investments in debt instruments that
are measured at amortised cost or at FVTOCI,
lease receivables, trade and other receivables
and contract assets, as well as on financial
guarantee contracts. The amount of ECLs is
updated at each reporting date to reflect
changes in credit risk since initial recognition of
the respective financial instrument.

The Group always recognises lifetime ECL for
trade and bills receivables, contract assets and
lease receivables. The ECLs on these financial
assets are estimated using a provision matrix
based on the Group’s historical credit loss
experience, adjusted for factors that are
specific to the debtors, general economic
conditions and an assessment of both the
current as well as the forecast direction of
conditions at the reporting date, including time
value of money where appropriate.
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4.

 E_T_—F+-_A=+—HIEEE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Impairment of financial assets and
contract assets (Continued)

For all other financial instruments, the Group
recognises lifetime ECL when there has been a
significant increase in credit risk since initial
recognition. However, if the credit risk on the
financial instrument has not increased
significantly since initial recognition, the Group
measures the loss allowance for that financial
instrument at an amount equal to 12-month
ECL.

Lifetime ECL represents the ECL that will result
from all possible default events over the
expected life of a financial instrument. In
contrast, 12-month ECL represents the portion
of lifetime ECL that is expected to result from
default events on a financial instrument that are
possible within 12 months after the reporting
date.

Significant increase in credit risk

In assessing whether the credit risk on a
financial instrument has increased significantly
since initial recognition, the Group compares
the risk of a default occurring on the financial
instrument at the reporting date with the risk of
a default occurring on the financial instrument
at the date of initial recognition. In making this
assessment, the Group considers both
quantitative and qualitative information that is
reasonable and supportable, including historical
experience and forward-looking information that
is available without undue cost or effort.
Forward-looking information considered includes
the future prospects of the industries in which
the Group’s debtors operate, obtained from
economic expert reports, financial analysts,
governmental bodies, relevant think-tanks and
other similar organisations, as well as
consideration of various external sources of
actual and forecast economic information that
relate to the Group’s core operations.
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For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Impairment of financial assets and
contract assets (Continued)

Significant increase in credit risk
(Continued)

In particular, the following information is taken
into account when assessing whether credit risk
has increased significantly since initial
recognition:

— an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
rating;

—  significant deterioration in external market
indicators of credit risk for a particular
financial instrument;

—  existing or forecast adverse changes in
business, financial or economic
conditions that are expected to cause a
significant decrease in the debtor’s ability
to meet its debt obligations;

— an actual or expected significant
deterioration in the operating results of
the debtor;

—  significant increases in credit risk on other
financial instruments of the same debtor;
and

— an actual or expected significant adverse
change in the regulatory, economic or
technological environment of the debtor
that results in a significant decrease in
the debtor’'s ability to meet its debt
obligations.
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For the year ended 31 December 2021

E_E_—F+ A=t —HILFE

4, SIGNIFICANT ACCOUNTING POLICIES 4. SRR (8])
(Continued)
(z) Impairment of financial assets and (2) &MEERSHEEREE)

contract assets (Continued)

Significant increase in credit risk
(Continued)

Irrespective of the outcome of the above

EEEREE LFH (8)

i LR AEEER

assessment, the Group presumes that the EAHNMNEHRBRA0AN  $BE
credit risk on a financial asset has increased ENEERKRD B VIBERNREE
significantly since initial recognition when B BRIFEREEFSRERAERK

contractual payments are more than 30 days
past due, unless the Group has reasonable
and supportable information that demonstrates
otherwise.

Despite the foregoing, the Group assumes that
the credit risk on a financial instrument has not
increased significantly since initial recognition if
the financial instrument is determined to have
low credit risk at the reporting date. A financial
instrument is determined to have low credit risk
if:

(i) the financial instrument has a low risk of
default;

(i) the debtor has a strong capacity to meet
its contractual cash flow obligations in the
near term; and

(i)  adverse changes in economic and
business conditions in the longer term
may, but will not necessarily, reduce the
ability of the borrower to fulfil its
contractual cash flow obligations.

The Group considers a financial asset to have
low credit risk when the asset has external

IREYERHEUR I IR0 LE RUAE B R o

BEFELXE  ARERKRHES
MTABEANBEANAAREES
Rk - e TANEERR QA
FERARIT EBELEN - ST AE
ERABEEERR  BRE:
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BTEANBRERERE R

(i)  RHEEE R ETE AR & &
Falsk (B —F) mIKE R A
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jjo

EeREERBRMERNERER
[REHR ] MINEEERTAR - SlHA

credit rating of “investment grade” in BINEFR - EEREIRIFIHA
accordance with the globally understood Bl ARBEFEGRRZBEER
definition or if an external rating is not BEEERR ROEMNEBRARHEFS

available, the asset has an internal rating of
“performing”. Performing means that the
counterparty has a strong financial position and
there is no past due amounts.
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FINANCIAL STATEMENFS (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Impairment of financial assets and
contract assets (Continued)

Significant increase in credit risk
(Continued)

For financial guarantee contracts, the date that
the Group becomes a party to the irrevocable
commitment is considered to be the date of
initial recognition for the purposes of assessing
the financial instrument for impairment. In
assessing whether there has been a significant
increase in the credit risk since initial
recognition of a financial guarantee contracts,
the Group considers the changes in the risk
that the specified debtor will default on the
contract.

The Group regularly monitors the effectiveness
of the criteria used to identify whether there
has been a significant increase in credit risk
and revises them as appropriate to ensure that
the criteria are capable of identifying significant
increase in credit risk before the amount
becomes past due.

Definition of default

The Group considers the following as
constituting an event of default for internal
credit risk management purposes as historical
experience indicates that receivables that meet
either of the following criteria are generally not
recoverable.

— when there is a breach of financial
covenants by the counterparty; or

— information developed internally or
obtained from external sources indicates
that the debtor is unlikely to pay its
creditors, including the Group, in full
(without taking into account any
collaterals held by the Group).
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4.

E_E_—F+ A=t —HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Impairment of financial assets and
contract assets (Continued)

Definition of default (Continued)
Irrespective of the above analysis, the Group
considers that default has occurred when a
financial asset is more than 90 days past due
unless the Group has reasonable and
supportable information to demonstrate that a
more lagging default criterion is more
appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events that have a detrimental impact on
the estimated future cash flows of that financial
asset have occurred. Evidence that a financial
asset is credit-impaired includes observable
data about the following events:

—  significant financial difficulty of the issuer
or the counterparty;

— a breach of contract, such as a default or
past due event;

— the lender(s) of the counterparty, for
economic or contractual reasons relating
to the counterparty’s financial difficulty,
having granted to the counterparty a
concession(s) that the lender(s) would not
otherwise consider;

— it is becoming probable that the
counterparty will enter bankruptcy or
other financial reorganisation; or

—  the disappearance of an active market for
that financial asset because of financial
difficulties.
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FINANCIAL STATEMEN'FS' (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Impairment of financial assets and
contract assets (Continued)

Write-off policy

The Group writes off a financial asset when
there is information indicating that the debtor is
in severe financial difficulty and there is no
realistic prospect of recovery, including when
the debtor has been placed under liquidation
or has entered into bankruptcy proceedings, or
in the case of trade and bills receivables, when
the amounts are over two years past due,
whichever occurs sooner. Financial assets
written off may still be subject to enforcement
activities under the Group’s recovery
procedures, taking into account legal advice
where appropriate. Any recoveries made are
recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECLs is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data adjusted by
forward-looking information as described above.
As for the exposure at default, for financial
assets, this is represented by the assets’ gross
carrying amount at the reporting date.

For financial assets, the ECL is estimated as
the difference between all contractual cash
flows that are due to the Group in accordance
with the contract and all the cash flows that
the Group expects to receive, discounted at the
original effective interest rate. For a lease
receivable, the cash flows used for determining
the ECLs is consistent with the cash flows
used in measuring the lease receivable in
accordance with HKFRS 16.
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For the year ended 31 December 2021

E_E_—F+ A=t —HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. 2EFBER (&)

(Continued)

(z) Impairment of financial assets and (2) &MEERSHEEREE)
contract assets (Continued)
Measurement and recognition of ECL FFEREZREREEREE (E)
(Continued)
If the Group has measured the loss allowance AR ER LEREHRANAESERE
for a financial instrument at an amount equal to HEHEEEEMNSETE—He
lifetime ECL in the previous reporting period, TAMEBERE EXFrmEHEHE
but determines at the current reporting date E B AEEBENEET BT
that the conditions for lifetime ECL are no & AR B R ASRE B EBES LA
longer met, the Group measures the loss ER12E ATEBREEEEN S ETE
allowance at an amount equal to 12-month EERE EERTHEIANEE
ECL at the current reporting date, except for BIIBR AN ©
assets for which simplified approach was used.
The Group recognises an impairment gain or REBREBERERMESRIARNR
loss in profit or loss for all financial instruments Bz EE YR BEIBRERY
with a corresponding adjustment to their HIEEMAEELAERAE - RATE
carrying amount through a loss allowance AFAEMEMBETENEF T AR
account, except for investments in debt AR EEEREREMEE R
instruments that are measured at FVTOCI, for wR - URNREBEGFEZRS - BX
which the loss allowance is recognised in other mEHRSRMEERYBR R EZOERE
comprehensive income and accumulated in the (e
investment revaluation reserve, and does not
reduce the carrying amount of the financial
asset in the statement of financial position.

(aa) Provisions and contingent liabilities (aa) BERSARERE

Provisions are recognised for liabilities of
uncertain timing or amount when the Group
has a present legal or constructive obligation
arising as a result of a past event, it is
probable that an outflow of economic benefits
will be required to settle the obligation and a
reliable estimate can be made. Where the time
value of money is material, provisions are
stated at the present value of the expenditures
expected to settle the obligation.
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FINANCIAL STATEMENFS" (CONTINUED)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(aa)

(ab)

Provisions and contingent liabilities
(Continued)

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow is remote.
Possible obligations, whose existence will only
be confirmed by the occurrence or non-
occurrence of one or more future events are
also disclosed as contingent liabilities unless
the probability of outflow is remote.

Events after the reporting period
Events after the reporting period that provide
additional information about the Group’s
position at the end of the reporting period are
adjusting events and are reflected in the
consolidated financial statements. Events after
the reporting period that are not adjusting
events are disclosed in the notes to the
consolidated financial statements when
material.

5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgements in applying accounting
policies

In the process of applying the accounting policies,
the directors have made the following judgements
that have the most significant effect on the amounts
recognised in the consolidated financial statements
(apart from those involving estimations, which are
dealt with below).
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CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Critical judgements in applying accounting
policies (Continued)

Significant increase in credit risk

ECL is measured as an allowance equal to
12-month ECL for stage 1 assets, or lifetime ECL for
stage 2 or stage 3 assets. An asset moves to stage
2 when its credit risk has increased significantly
since initial recognition. HKFRS 9 does not define
what constitutes a significant increase in credit risk.
In assessing whether the credit risk of an asset has
significantly increased the Group takes into account
qualitative and quantitative reasonable and
supportable forward-looking information.

Key sources of estimation uncertainty

The key assumptions concerning the future, and
other key sources of estimation uncertainty at the
end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next
financial year, are discussed below.

(@) Allowance for inventories
The directors identify obsolete and slow-
moving inventory items that are no longer
probable for use in production or to be sold
out at the end of each reporting period. The
directors estimate the net realisable value for
such inventories based primarily on the latest
selling prices and costs of completion and
selling expenses estimated at current operation
conditions. The directors carry out an inventory
review on a product-by-product basis at the
end of each reporting period and makes
allowance for obsolete items.

Where the actual outcome in future is different
from the original estimate, such difference will
impact the carrying value of inventories and
allowance charge/write-back in the period in
which such estimates have been changed.

The allowance on inventories as at 31
December 2021 was approximately
HK$70,613,000 (2020: HK$55,888,000).
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FINANCIAL STATEMENFS" (CONTINUED)

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty
(Continued)

(b)

Impairment of property, plant and
equipment and right-of-use assets
Property, plant and equipment and right-of-use
assets are stated at cost less accumulated
depreciation and impairment, if any. In
determining whether an asset is impaired, the
Group has to exercise judgement and make
estimation, particularly in assessing: (1) whether
an event has occurred or any indicators that
may affect the asset value; (2) whether the
carrying value of an asset can be supported by
the recoverable amount, in the case of value in
use, the net present value of future cash flows
which are estimated based upon the continued
use of the asset; and (3) the appropriate key
assumptions to be applied in estimating the
recoverable amounts including cash flow
projections and an appropriate discount rate.
When it is not possible to estimate the
recoverable amount of an individual asset
(including right-of-use assets), the Group
estimates the recoverable amount of the cash-
generating unit to which the asset belongs.
Changing the assumptions and estimates,
including the discount rates or the growth rate
in the cash flow projections, could materially
affect the recoverable amounts.

The carrying amount of property, plant and
equipment and right-of-use assets as at 31
December 2021 were approximately
HK$547,487,000 (2020: HK$519,816,000) and
HK$244,968,000 (2020: HK$248,214,000)
respectively.

For the year ended 31 December 2021
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5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty
(Continued)

(c)

Impairment of trade and bills receivables
and contract assets

The management of the Group estimates the
amount of impairment loss for ECL on trade
and bills receivables and contract assets based
on the credit risk of trade and bills receivables
and contract assets. The amount of the
impairment loss based on ECL model is
measured as the difference between all
contractual cash flows that are due to the
Group in accordance with the contract and all
the cash flows that the Group expects to
receive, discounted at the effective interest rate
determined at initial recognition. Where the
future cash flows are less than expected, or
being revised downward due to changes in
facts and circumstances, a material impairment
loss may arise.

Due to the economics recovery from the
COVID-19 pandemic, the Group has decreased
the expected loss rates in the current year as
there is lower risk that recovery from pandemic
could lead to decreased credit default rates.
The information about the ECL and the
Group’s trade and bills receivables and
contract assets are disclosed in note 6(b).

As at 31 December 2021, the carrying
amounts of trade and bills receivables and
contract assets are approximately
HK$453,082,000 (2020: HK$394,276,000) (net
of allowance for doubtful debts of
approximately HK$353,000 (2020:
HK$590,000)), and HK$14,132,000 (2020:
HK$12,598,000) respectively.
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.FINANCIAL STATEMEN'FS' (CONTINUED)

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty
(Continued)

(d)

Income taxes

The Group is subject to income taxes in
several jurisdictions. Significant estimates are
required in determining the provision for income
taxes. There are many transactions and
calculations for which the ultimate tax
determination is uncertain during the ordinary
course of business. Where the final tax
outcome of these matters is different from the
amounts that were initially recorded, such
differences will impact the income tax and
deferred tax provisions in the period in which
such determination is made. During the vyear,
approximately HK$22,835,000 (2020:
HK$31,295,000) of income tax was charged to
profit or loss based on the estimated profit
from operations.

Recognition of deferred tax assets, which
principally relates to deductible temporary
differences and tax losses, depends on
whether it is probable that future taxable profits
or taxable temporary differences will be
available against which deferred tax assets can
be utilised. In cases where the actual future
taxable profits or taxable temporary differences
generated are less than expected, a reversal of
deferred tax assets may arise, which will be
recognised in profit or loss for the period in
which such a reversal takes place. The
directors considered that, based on the profit
forecast of the group companies with tax
losses, it is probable that the tax losses can be
utilised in the foreseeable future. The profit
forecast required the use of judgement and
estimates.

The carrying amount of deferred tax assets
with respect to tax losses as at 31 December
2021 was approximately HK$961,000 (2020:
HK$5,426,000).
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty
(Continued)

(e)

Fair value of leasehold lands

The Group appointed an independent
professional valuer to assess the fair value of
the leasehold lands. In determining the fair
value, the valuer has utilised a method of
valuation which involves certain estimates. The
directors have exercised their judgement and
are satisfied that the method of valuation and
inputs used are reflective of the current market
conditions.

The carrying amount of leasehold lands as at
31 December 2021 was approximately
HK$231,080,000 (2020: HK$230,480,000).

5.
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(e)

HELHMATHE
AEBZERUEXGEMFGEE
THORTFE - REEXFER @ {
ERD A AR E RS lE TfhEt -
EXDTEAE  AEMEETER
FERMSBRBBITHR

RZEFE—_—4F+=ZA=+—H HE
+ 3 49 BR T {E /5 £9231,080,00078 7T
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()  Fair value of derivative component (H FTEIRBHBIAFE
As disclosed in note 26 to the consolidated BANAR A BTSSR R M s 26 TR EE © 17
financial statements, the fair value of the EemTEERSHARAORFEFE

derivative financial instruments at the end of the
reporting period was determined using mark-
to-market approach and discounted cash flow
method. Application of discounted cash flow
method requires the Group to estimate the
prominent factors affecting the fair value,
including but not limited to, the assigned value
based on the current price of that instrument
and expected rate of return. Where the
estimation on these factors is different from
those previously estimated, such differences will
impact the fair value gain or loss of the
derivative financial instrument in the period in
which such determination is made.

The carrying amount of the derivative financial
liabilities as at 31 December 2021 was
approximately HK$3,486,000 (2020:
HK$1,341,000).
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FINANCIAL STATEMENFS (CONTINUED)

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty
(Continued)

(9)

Revenue and profit recognition

As explained in policy note 4(s), revenue from
sales of moulds is recognised when the quality
of moulds is accepted by the customers and
the customers can direct the Group to use
them for production. Certain contracts with
customers may include moulds and products,
and the Group only charges the customers for
the products and recovers the costs of moulds
through the sales of products. Since moulds
and products are distinct performance
obligations, transaction price of a contract
should be allocated to moulds and products
separately. In the allocation of the transaction
price to moulds, the Group has to make
estimation of the stand-alone price of moulds
and the products, and the quantity of the
products that the moulds can be ultimately
manufactured. Actual outcomes of revenue may
be higher or lower than estimated at the end of
the reporting period, which would affect the
revenue and profit recognised in future years as
an adjustment to the amounts recorded to
date.

During the year, approximately
HK$140,637,000 (2020: HK$149,717,000) of
revenue from moulds was recognised.

For the year ended 31 December 2021 EH Z= T

S e M ERME (R

——%t-A=t-BLFE

B S I i ) = E AL ET ()

st FEARE RN T B RIE (8K)

(9)

W\ R itd F i 2R
IR M EE4(e) TR AL - SHEHE A8
WARE RGBT FEANREFIE
TAREEREEERER - ETEP
BRI BEEANRER  MAEE
EREMMEFKE  WEBEMHE
EWEIEAKA - AR ER R Em RS
TRMNEHET  WEHNRXHER
EORDEFTEARER - ROER
SERERAR  AEBEAMGHEREE
NEmMOEER U REAEKEA
NBLENEMBE - WANBERER
R B ST AR B Pl BE S R SR Mk
i EREREESERHEESENA
i8R KEEERHKA K&
A e

7N F R A Uk A 49140,637,000
BT (T T F : 149,717,000/
JC) °

CEC-FFR EHERERARLQE

179



o _
NOTES TO THHBNSOLIDATED FINANCJA /‘

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

5. CRITICAL JUDGEMENTS AND KEY 5. BARHERETZME (B)

ESTIMATES (Continued)

Key sources of estimation uncertainty EETAHBPEENEERE (F)

(Continued)

(h) Impairment of goodwill (hy BERE
Determining whether goodwill is impaired F‘ﬁﬁ?ﬁﬁi TR ER AL EERTE
requires an estimation of the value in use of SENReEEBVNERERE- &
the cash-generating unit to which goodwill has EERBEERAEEARTERRE
been allocated. The value in use calculation ZRESEABMNBREBESRERS
requires the Group to estimate the future cash BT IR EEL GG - Ut ERE -
flows expected to arise from the cash- EEBARBESREMEATER - sk
generating unit and a suitable discount rate in REBERBEABEZETRKBERE
order to calculate the present value. Where the THRNAIRE F - Rt g ELE
actual future cash flows are less than the N BEEEIE— P REEE -

expected, or change in facts and
circumstances which results in downward
revision of future cash flows or upward revision
of discount rate, a material impairment loss or
further impairment loss may arise.

The carrying amount of goodwill at the end of FARERBEBEBEBSAET(ZEZE
the reporting period was HK$2,654,000 (2020: FAERE BERmEHRY
N/A) after an impairment loss of HK$Nil (2020: BRMEE 52,654,000 T (ZFE=F
N/A) was recognised during the year. F:TEA) -

() Impairment of other intangible assets () H&oE\EEEERE
Determining whether other intangible assets are ETEMEREESS RERAEMR
impaired requires an estimation of the value in HtmEEEME D KNWIRSELS
use of the CGU to which other intangible UHFEREE FEEAEEZKR
assets have been allocated. The value in use SEERERHREZREEEEMD
calculation requires the Group to estimate the H&ERERERESENITREEL G
future cash flows expected to arise from the o ARTERE -

CGU and a suitable discount rate in order to
calculate the present value.

The carrying amount of other intangible assets HtwmEEER _TZ—F+=A
as at 31 December 2021 was approximately =+—AH E’J 8K T {8 /& %93,835,0007%
HK$3,835,000 (2020: N/A)(net of accumulated T(ZEZZTF: Mjﬁﬁ)(%u bR REf
impairment losses of approximately HKS$Nil BEBBNTZET(ZZE_FF £
(2020: N/A)). WA)) .
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For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

6. FINANCIAL RISK MANAGEMENT 6. HBEkRERE
The Group’s activities expose it to a variety of AEBRGCEEBMAXZHETBRAR
financial risks: foreign currency risk, credit risk, SNERR - EERR - REE SRR R X
liquidity risk and interest rate risk. The Group’s B  AEBEMNERBRERBRERS SPE
overall risk management programme focuses on the SETISE DR IERINM - A REEARE
unpredictability of financial markets and seeks to B BRREAMZIMNBEEATE -

minimise potential adverse effects on the Group’s
financial performance.

(a) Foreign currency risk (a) SMEERPE

The Group has certain exposure to foreign ARAEBARIOEBRS EER
currency risk as most of its business BEFENETT - Ex(ET EA
transactions, assets and liabilities are principally RE(TARE]DIIE  WAEEEY
denominated in HK$, United States dollars B TINERRR o 7K 5 B3R R I 7 gk Ak
(“USD”) and Renminbi (‘RMB”). The Group RS« BENMEGEREINESH HEK
currently does not have a foreign currency R o ARERTYERAIINERR -
hedging policy in respect of other foreign A5 B F E R B RHMNE R
currency transactions, assets and liabilities. The B o

Group monitors its foreign currency exposure
closely and will consider hedging significant
foreign currency exposure should the need
arise.
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

6. FINANCIAL RISK MANAGEMENT 6. HHEMRERE (H&)
(Continued)
(a) Foreign currency risk (Continued) (a) SMEERELPE (48)

At 31 December 2021, if HK$ had weakened
0.5 per cent (2020: 0.5 per cent) against USD
with all other variables held constant,
consolidated profit after tax for the year would
have been approximately HK$1,740,000 (2020:

RZEBE-_—F+_A=+—8 " %
TRETRBEOSN(ZE T F
0.5%)  MEMFTH S E T TE
Bl M BR B 12 45 & & F 45 35 00 4
1,740,000 T (ZE & F :

HK$1,324,000) higher, arising mainly as a 1,324,000 70) © EZANRAETE
result of the foreign exchange gain on trade BENE S REEEYGRIERIRITAA

and bills receivables and bank balances EAEINEW R FTE - D E I
denominated in USD, but partly offset by the %EWEZ%%FEH X IB EE A IINE B

foreign exchange loss on trade payables
denominated in USD (2020: foreign exchange
gain on trade and bills receivables and bank
balances denominated in USD, but partly offset

BAEE(ZT-FF  AXTEHE
B 5 KRB EWIA K RIT A RE
HEHNEWER PR - HERR D BB RIAE
TLRHEZ B 5 BN SR E £ IMEE 1R

by the foreign exchange loss on trade payables Fﬁ?ﬁﬁ) o i L ETLHEC.5% (=
denominated in USD). If HK$ had strengthened TTF05%)  MEMAEE

0.5 per cent (2020: 0.5 per cent) against USD HETE - BIFARTELRE R
with all other variables held constant, A #91,740,0008 T (ZE_FF ¢

consolidated profit after tax for the year would 1,324,000 70) © EZANRAETE
have been approximately HK$1,740,000 (2020: BHE 5 REBERGRIERRITHEH
HK$1,324,000) lower, arising mainly as a result EAEINERIEFTE - MM EZEREIA
of the foreign exchange loss on trade and bills EITEHE B 5 B FIE E A IMNE I

receivables and bank balances denominated in
USD, but partly offset by the foreign exchange
gain on trade payables denominated in USD
(2020: foreign exchange loss on trade and bills
receivables and bank balances denominated in
USD, but partly offset by the foreign exchange
gain on trade payables denominated in USD).
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.FINANCIAL STATEMEN'FS' (CONTINUED)

6. FINANCIAL RISK MANAGEMENT
(Continued)

(a)

Foreign currency risk (Continued)

At 31 December 2021, if HK$ had weakened
5 per cent (2020: 5 per cent) against RMB with
all other variables held constant, consolidated
profit after tax for the year would have been
approximately HK$28,000 higher (2020:
HK$1,365,000 lower), arising mainly as a result
of the foreign exchange gain on bank balances
denominated in RMB held by the Hong Kong
subsidiaries, but partly offset by the foreign
exchange loss on trade and bills receivables
and bank balances denominated in HK$ held
by the subsidiaries operating in the People’s
Republic of China (the “PRC”) (2020: foreign
exchange loss on trade and bills receivables
and bank balances denominated in HK$ held
by the subsidiaries operating in the PRC, but
partly offset by the foreign exchange gain on
bank balances denominated in RMB held by
the Hong Kong subsidiaries). If HK$ had
strengthened 5 per cent (2020: 5 per cent)
against RMB with all other variables held
constant, consolidated profit after tax for the
year would have been approximately
HK$28,000 lower (2020: HK$1,365,000 higher),
arising mainly as a result of the foreign
exchange loss on bank balances denominated
in RMB held by the Hong Kong subsidiaries,
but partly offset by the foreign exchange gain
on trade and bills receivables and bank
balances denominated in HK$ held by the
subsidiaries operating in the PRC (2020: foreign
exchange gain on trade and bills receivables
and bank balances denominated in HK$ held
by the subsidiaries operating in the PRC, but
partly offset by the foreign exchange loss on
bank balances denominated in RMB held by
the Hong Kong subsidiaries).

For the year ended 31 December 2021 &

6. HBERE?
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

6.

FINANCIAL RISK MANAGEMENT
(Continued)

(a)

Foreign currency risk (Continued)

At 31 December 2021, if RMB had weakened
5 per cent (2020: 5 per cent) against USD with
all other variables held constant, consolidated
profit after tax for the year would have been
approximately HK$667,000 higher (2020:
HK$69,000 lower), arising mainly as a result of
the foreign exchange gain on trade and bills
receivables and bank balances of the PRC
subsidiaries denominated in USD, but partly
offset by the foreign exchange loss on trade
payables of the PRC subsidiaries denominated
in USD. (2020: foreign exchange loss on trade
payables of the PRC subsidiaries denominated
in USD, but partly offset by the foreign
exchange gain on trade and bills receivables
and bank balances of the PRC subsidiaries
denominated in USD). If RMB had
strengthened 5 per cent (2020: 5 per cent)
against USD with all other variables held
constant, consolidated profit after tax for the
year would have been approximately
HK$667,000 lower (2020: HK$69,000 higher),
arising mainly as a result of the foreign
exchange loss on trade and bills receivables
and bank balances of the PRC subsidiaries
denominated in USD, but partly offset by the
foreign exchange gain on trade payables of the
PRC subsidiaries denominated in USD. (2020:
foreign exchange gain on trade payables of the
PRC subsidiaries denominated in USD, but
partly offset by the foreign exchange loss on
trade and bills receivables and bank balances
of the PRC subsidiaries denominated in USD).
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FINANCIAL STATEMENTS (CONTINUED)

6. FINANCIAL RISK MANAGEMENT
(Continued)

(b)

Credit risk

Credit risk is the risk that a counterparty will
not meet its obligations under a financial
instrument or customer contract, leading to a
financial loss. The Group is exposed to credit
risk from its operating activities (primarily trade
and bills receivables) and from its financing
activities, including deposits with banks and
financial institutions, foreign exchange
transactions and other financial instruments.
The Group’s exposure to credit risk arising
from cash and cash equivalents is limited
because the counterparties are banks and
financial institutions with high credit-rating
assigned by international credit-rating agencies,
for which the Group considers to have low
credit risk.

Trade and bills receivables and contract
assets

Customer credit risk is managed by each
business unit subject to the Group’s
established policy, procedures and control
relating to customer credit risk management.
Individual credit evaluations are performed on
all customers requiring credit over a certain
amount. These evaluations focus on the
customer’s past history of making payments
when due and current ability to pay, and take
into account information specific to the
customer as well as pertaining to the economic
environment in which the customer operates.
Trade and bills receivables are due within 30
to 120 days from the date of billing. Generally,
debtors with balances that are more than 30
days past due or exceeding the credit limit
granted are requested to settle all outstanding
balances before any further credit is granted.
Normally, the Group does not obtain collateral
from customers.

m e B RRAE(R)
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

6.

FINANCIAL RISK MANAGEMENT
(Continued)

(b)

Credit risk (Continued)

Trade and bills receivables and contract
assets (Continued)

The Group measures loss allowances for trade
and bills receivables and contract assets at an
amount equal to lifetime ECLs, which is
calculated using a provision matrix. As the
Group’s historical credit loss experience does
not indicate significantly different loss patterns
for different customer segments, the loss
allowance based on past due status is not
further distinguished between the Group’s
different customer bases.

The following table provides information about
the Group’s exposure to credit risk and ECLs
for trade receivables as at 31 December 2021:

6.

s ERERE (&)

(b)

EEERE (8)
BESRERENRERSHEE (&)

AEERBSFNE2HMBEREEEERN
SHABEIRERBREFIELER
BEMBBRRE  LEMAREERE
H-mRARENBEEEBRLR
W EBERAFE P AR ERENF
EREZR  WERBRRENER
BRYTEEAKENTREFEZME
E—FE D

TEREHEBEAEEE ZEWFHER
—E-—F+-A=+—HHNEEAR
S RFBHEEBENER

Gross
Expected carrying Loss
loss rate amount allowance
AR EE ARE421E E5iEEE
% HK$’000 HK$’000
=) 474 FEIT FEIT
Current (not past due) IREF (R#EHY) 0.02% 434,224 86
1-30 days past due #EI1Z=30H 0.54% 8,344 45
31-90 days past due #EI31E90H 1.83% 2,078 38
91-180 days past due wWHI91 =180 H 4.53% 1,005 46
More than 180 days past due 1 Hi#E:B180H 20.87% 663 138
446,314 353
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For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

6. FINANCIAL RISK MANAGEMENT 6. HKEMEIRE(E)

(Continued)

(b) Credit risk (Continued) (b) EERKEE)

Trade and bills receivables and contract
assets (Continued)

BESRERBURERSHEE (8)

2020

—TFTF

Gross
Expected carrying Loss
loss rate amount allowance
TEHAE 18 & REAE BERE
% HK$'000 HK$'000
A2 FHET FHET
Current (not past due) W (CR@E) 0.03% 340,782 102
1-80 days past due B HI1E30H 0.57% 41,856 239
31-90 days past due #HEI31E90H 1.91% 8,069 154
91-180 days past due wWHI91 =180 H 5.49% 535 29
More than 180 days past due  #EfEBiE180H 28.81% 229 66
391,471 590

Expected loss rates are based on actual loss
experience over the past 3 years. These rates
are adjusted to reflect differences between
economic conditions during the period over
which the historical data has been collected,
current conditions and the Group’s view of
economic conditions over the expected lives of
the receivables.

Due to economic recovery from the COVID-19
pandemic, the Group has decreased the
expected loss rates in the current year as there
is a lower risk that recovery from pandemic
could led to decreased credit default rates.

BHERERNERBEIFNERE
BER - ZFL RS FERAEARRIEK
SRS SR IR R BEAM I - & AR
o B 7N 65 [ 4 e M TR TR TR A A B A0 4K
BERRNBEZZHNESR -

HREBERHMETRBSRERE
- AKBECREAFENAYER
X RARBRBEPERATRERE
ERNOERENRBRIRD
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

6. FINANCIAL RISK MANAGEMENT 6. MKEKRERE (&)
(Continued)
(b) Credit risk (Continued) (b) EERKEE)
Trade and bills receivables and contract BoSRERBERRIERSHEE (B)
assets (Continued)
Movement in the loss allowance account in FRNEBEHREBEWFIENEE
respect of trade and bills receivables during the BHEREZFHOT

year is as follows:

2021 2020
—F-—% —T_TF
HK$°000 HK$'000
F#EiT FET
At 1 January n—A—H 590 343
(Reversals of impairment FRBRHN OREEE
losses)/impairment losses BE),/REsE
recognised for the year (242) 236
Exchange difference M=% 5 11
At 31 December R+—A=+—8 353 590
The following changes in the gross carrying fﬁ%&mﬁ%ﬂg% RIER A HEERR
amounts of trade and bills receivables and BENUTESEH T _—FHE
contract assets contributed to the increase in BREEIE N

the loss allowance during 2021:

—  decrease in the expected loss rate due to —  HBARTER R KRBT A LB AR
a forecast of the future better economic S =1 = E N =l Y S = B
condition, but partly offset by; and M| K&

— increase in specific write-off of bad debt — FREBEAZRTTEMEY
happened during the year, which e EmIgmT EEEAEK -

highered the historical loss rate.

Other financial assets at amortised cost REHERATENREGMSRMEE
The Group’s other financial assets at amortised REBREBHEKATENEMERME
cost are considered to have low credit risk, EARRAEEREERR - FHtR
and the loss allowance recognised during the HANER ) S BB EER N 1218 A8
period was therefore limited to 12-month HEE -

expected losses.
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D FINANCIAL STATEMENTS (CONTINUED)

6. FINANCIAL RISK MANAGEMENT
(Continued)

(c)

Liquidity risk

The Group’s policy is to regularly monitor its
liquidity requirements, its compliance with
lending covenants and its relationship with its
bankers to ensure that it maintains sufficient
reserves of cash and readily realisable
marketable securities and adequate committed
lines of funding from major financial institutions
to meet its liquidity requirements in the short
and longer term.

The following tables show the remaining
contractual maturities at the end of the
reporting period of the Group’s bank
borrowings and other financial liabilities, based
on undiscounted cash flows (including interest
payments computed using contractual rates or,
if floating, based on rates currently at the end
of the reporting period) and the earliest date
the Group can be required to pay.

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

For the year ended 31 December 2021 EH Z= T

m e B RRAE(R)

——%t-A=t-BLFE

6. MBERERE (&)

(c)

BN & bR
3$E.2ﬂ%ﬁﬁﬁﬁﬁ gﬁméﬁgﬁ
FE HETERZmAAERRITZ
BR - UHEREGERRIABNERE
REREZREFTEZR BRI
NERBEEFUNMAETENBHEE
EEHELZ RMEBE o

TRINTBAFRRERE (BFER
BRIRRS (N AFE) RS R
BONEFAENNESHE) MAKHE
ARAERNRFEEMZ2INAKHE
RBERRDBTEILEMSHE
BT AR -

BERmE YRR 2EWIBITE
RIZEKEEKINBITER B
DT A REZB B B B T AR (B4
BERANBITE SRR Z KA
E%E%&%ﬂﬁ%mg*ﬁ@%ﬂ
BENIEHBSITANRTETENEE
ETi
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

6. FINANCIAL RISK MANAGEMENT
(Continued)

(c) Liquidity risk (Continued)

6. MBERERE (&)

(c) RENEREE(E)

2021
—B--%
Maturity Analysis — Undiscounted cash outflows
HHBAAMT — KRB LR
More than 1  More than 2 Total
year but less years but less More than undiscounted
On demand Within 1 year than 2 years than 5 years 5 years cash outflows
1704 WENL R
BREX —£f  EYRWE EYRILE RENE RERHEE
HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000
FET FET FET FET FET FET
Trade payables ‘é%ﬁ& 5B 19,718 190,217 - - - 209,935
Refund liabilities BHERE 241 - - - - 241
Other payables and accruals  H A ERFE R
EHER 3 64,466 - - - 64,469
Bank borrowings %Efﬂ‘a*?/( 96,858 36,773 10,596 - - 144,207
Loan from non-controling ~ JFEREXE
interests - - - 1,500 - 1,500
Due to an associate EBEARFE 121 - - - - 121
Lease liabilities %ﬁia% B - 9,422 4,538 1,286 - 15,246
116,941 300,878 15,134 2,786 - 435,739
2020
kg 35
Maturity Analysis — Undiscounted cash outflows
HBEAM - RFRRERL
More than 1 More than 2 Total
year but less  years but less More than  undiscounted
On demand ~ Within 1 year ~ than 2 years  than 5 years 5 years cash outflows
—EE REN £ FB
REX —ER  BIRME  BORIE RENE RERLRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET FET TET TET T
Trade payables BHEMNFE 15,828 173,491 - - - 189,319
Refund liabilties RHEE 240 - - - - 240
Other payables and accruals  E B 518
RIEER 3 59,860 - - - 50,863
Bank borrowings RITfa 65,961 42,637 36,855 10,596 - 156,049
Lease liabilities HEAR - 9,622 6,962 2,330 - 18,914
82,032 285,610 43,817 12,926 - 424,385

Ka Shui International Holdings Limited Annual Report 2021



e
UED)
4 B 75 9 % M 2 (E)

For the year ended 31 December 2021 & —F+-A=+—ALEE

TED FINANCIAL STATEMENTS (CONTIN

6. FINANCIAL RISK MANAGEMENT 6. HBERERE (&)

(Continued)

(c) Liquidity risk (Continued) (c) HENE2EE(E)
The following table summarises the maturity TREAMB RN B R E KEEERY
analysis of bank borrowings with a repayment RITEFIRER R METENR
on demand clause based on agreed scheduled HEIMEHE DT - ZE 2B EER
repayments set out in the loan agreements. AHFEFTEFBIRIE - At - 7%
The amounts include interest payments LB EMEEBEE TP (R
computed using contractual rates. As a result, R INHERAEENSEAS

these amounts were greater than the amounts
disclosed in the “on demand” time band in the
maturity analysis contained above.

Maturity Analysis — bank borrowings subject to a repayment on demand
clause based on scheduled repayments
AN - RETERYMEREREERRMRITHE
On demand More than 1  More than 2 Total
or within year but less years but less More than undiscounted

1 year than 2 years than 5 years 5 years cash outflows
BER, —ENLE MEUL b33
-k EYREE BIREE EENE ReRHER
HK$'000 HK$'000 HK$'000 HK$'000

31 December 2021 —BC--&
+-A=+-H
Bank borrowings RITER 68,727 21,176 8,333 - 98,236
31 December 2020 —Z-TE
+-A=+—-8
Bank borrowings RITER 40,006 18,192 10,910 - 69,108
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

6. FINANCIAL RISK MANAGEMENT

(Continued)

(c) Liquidity risk (Continued)
The liquidity analysis for the Group’s derivative
financial instruments are prepared on agreed
scheduled settlements set out in the
agreements as the management of the Group
considers that the settlement dates are
essential for an understanding of the timing of
the cash flows of derivatives. The table has
been drawn up based on the undiscounted
contractual net cash inflows and outflows on
derivative instruments that settle on a net
basis. When the amount payable or receivable
is not fixed, the amount disclosed has been
determined by reference to the projected
interest rates as illustrative by the yield curves
at the end of the reporting period.

Less than
1 year

PR-%
HK$'000

FE7

1 and 2 years 2 and 5 years

6. MBERERE (&)

nBE S EE (&)
AEETESRITENRBESTTD
REBZRABLEHENETEE R
& REAAAKEERERA/GHER
HHEBERITATARSRENKRE
BEZ - BAJKRDIRBIRFHEEE
RENITETANRTRENFRSE
MAR R MARE - BN RERE
BAFEE  BESRHILEREH
] 5 4% Ry Wi 2% 4 BT B0 FRORI ) =R
mEE °

(c)

Over
5 years

Between Between

-FEWME
2
HK$'000

L

MEERE
Z
HK$'000

e
-+ BT
7/8/L

AENE
HK$'000

FE7

At 31 December 2021 WR-F=-—%F
+-RA=+-H
Derivative — net EIR - FRM
outflow
Cross currency interest A% X & # | &k 45
rate swap (436) (583) - - (1,019)
At 31 December 2020 H-E-TF
+=A=t-H
Derivative — net PTETE - %
(outflow)/inflow (FiE)/HA
Cross currency interest %3 X & B | % 45 ]
rate swap (1,557) (347) 306 - (1,598)
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6. FINANCIAL RISK MANAGEMENT
(Continued)

(d)

Interest rate risk

The Group’s loan from non-controlling interests
bear interest at fixed interest rate and therefore
are subject to fair value interest rate risks.

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

The Group used interest rate swaps in order to
mitigate its exposure associated with
fluctuations relating to interest cash flows.

At 31 December 2021, if interest rates at that
date had been 10 basis points (2020: 10 basis
points) lower with all other variables held
constant, consolidated profit after tax for the
year would have been approximately
HK$29,000 (2020: HK$21,000) lower, arising
mainly as a result of lower interest income on
bank balances but partly offset by lower
interest expenses on bank borrowings (2020:
lower interest expenses on bank borrowings
but partly offset by lower interest income on
bank borrowings). If interest rates had been
100 basis points (2020: 100 basis points)
higher, with all other variables held constant,
consolidated profit after tax for the year would
have been approximately HK$289,000 (2020:
HK$214,000) higher, arising mainly as a result
of higher interest income on bank balances but
partly offset by higher interest expenses on
bank borrowings (2020: higher interest
expenses on bank borrowings but partly offset
by higher interest income on bank borrowings).

'FINANCIAL STATEMENTS (CONTINUED)

m e B RRAE(R)

For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

6. MBERERE (&)

(d)

I =% L B

AR B IR & 0 B R0 % E
Al - NS AT N S = R
[ B

7452 8 e 3 37 ) s PRI 9 L 4RAT
TR EHREBEN - RS FRR
18 32 TR B O S TS R 0 2 B0 T
RFI%HS -

ZRER 18 ) A R 2R 4 HR DA L 7B R
BRERFHHNER -

R-B-_—F+-A=+—08 " 7
ETHI0EEZ (ZZE-FF : 10
A2 MEMAESHEEIEIE
BIF AR B BERE T &R DL
29,000/ L (ZFE ZZFF : 21,0008
T0)  EBENRITASROFEMA
WA ETE I E G RIBITER
M EFATR DTS (225
AR IRITEROF SRR
D EGRIBITERAFBUWA
D FTHESE) o AR 100 EE 2
(ZE-ZTF - 100AEZ)  MEA
FTESS®IFTE  FRAKRKRELR
A% 1 A1 4289,00058 7T (—E —
T : 214,000 70) + EEHRERIT
ERREF B UL AL INFTE - B
ZehiRITHERNF SR IEINAIE
H(ZEZZTF - ARRITERF
BRI HaHTEghiR
TR F B U AL INETIKEY) ©
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

6. FINANCIAL RISK MANAGEMENT 6. HEEKRERE(E)
(Continued)
(e) Categories of financial instruments at e R+=-HA=+—H&£@IAZH
31 December L]
2021 2020
—T-—F ZEEF
HK$’000 HK$’000
FETT FET
Financial assets: SRIEE:
Financial assets measured at HHEEKATENSRERE
amortised cost 744,756 666,444
Financial liabilities: cRAaRE
Financial liabilities at FVTPL ?ﬁﬂ%ﬂﬁﬁ)@a 5 ®
afE
— Derivative financial — TEERMT A
instruments 3,486 1,341
Financial liabilities at amortised IR B SER ARGt EH SR A G
cost 418,927 402,880
() Fair values () AFE
The carrying amounts of the Group’s financial rEBZeREERSRABNRES
assets and financial liabilities as reflected in the BRI REEMEEER
consolidated statement of financial position ZEZRAFE-

approximate their respective fair values.
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FAIR VALUE MEASUREMENTS

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

Level 1 inputs:

Level 2 inputs:

Level 3 inputs:

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

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

unobservable inputs for the asset or
liability.

The Group’s policy is to recognise transfers into and
transfers out of any of the three levels as of the date
of the event or change in circumstances that caused

the transfer.

m e B RRAE(R)

For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

7. AY¥EF=E
ATEETELREENTEASES
FRXSRHEEESIRSEBREEEY
HHER - TXRBEFARATESKITE
MATE - BESTERAFENEESES
B A= ARG

F2fE

E3E

28 AKETURFERHESZ
HRAEEXBEREETS
ZHRE(CRERE) -

28 F-EMEENKRENLIN
BESABEERIEERER
BHZ28-

28 BEIRETNIBRZZ2H-

AEENBRSERHEEFHHEZ(AH
BREFNEMN=ESHEARBHIBENR

CEC-FFR EHERERARLQE

195



196

NOTES T0 THIHBNSOLIDATED FINANGJA S
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

7. FAIR VALUE MEASUREMENTS 7. AVEFE (&)
(Continued)
(a) Disclosures of level in fair value (a) AFEFREBIHSE :
hierarchy:
Fair value measurement using: Total
AFEFEFA : o
Description IEH Level 1 Level 2 Level 3 2021
FE1E $2/8 $3E —B--—F
HK$’000 HK$’000 HK$’000 HK$’000
FET FETT FETT FET
Recurring fair value EEMATEETE:
measurements:
Financial assets SREE
Leasehold lands: HELH
Commercial — Hong Kong EE - B - - 48,880 48,880
Commercial — the PRC BHE — FHE - - 182,200 182,200
Total A&t - - 231,080 231,080
Financial liabilities ERBRE
Cross currency interest rate RXEMF K
swap contracts =) - 3,486 - 3,486
Fair value measurement using: Total
RNTEFEFA By
Description BH Level 1 Level 2 Level 3 2020
21 E2E F3E —EZ-TF
HK$'000 HK$°000 HK$000 HK$'000
FET FHET FHET FHET
Recurring fair value EEMATENE:
measurements:
Financial assets SRIEE
Leasehold lands: HEIH
Commercial — Hong Kong EE - - 53,880 53,880
Commercial — the PRC ¥ — RE - - 176,600 176,600
Total &5t - - 230,480 230,480
Financial liabilities SRBEE
Cross currency interest rate RN E B F =
swap contracts EHEH — 1,341 — 1,341
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FINANCIAL STATEMENFS" (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

FAIR VALUE MEASUREMENTS 7. DY EF=EGE)

(Continued)

(b) Reconciliation of assets measured at (b) REBEF=EAFEHIENEEH
fair value based on level 3: BR :

Properties held
for own use

— Leasehold 2021
lands Total
BHEEBRME —EC-—%F
— et st
HK$’000 HK$’000
FET FETT
At beginning of year F 1] 230,480 230,480
Recognised in profit or loss: RIBEFER -
Depreciation charge for the FRARBEER SR —R K
year recognised in cost of THRAXZRERZITE
sales and general and il 2
administrative expenses (7,078) (7,078)
Loss on revaluation of HELHWEBEEGFHZEER
leasehold lands (708) (708)
Recognised in other RE A2 e R
comprehensive income:
Exchange differences on BMEBIEBEEZER
translating foreign E5
operations 3,920 3,920
Surplus on revaluation of MELMEBEEMH 2 BH
leasehold lands 4,466 4,466
At end of year FR 231,080 231,080
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NOTES TO THE CONSOLIDATED FINANCIA

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

7. FAIR VALUE MEASUREMENTS 7. AFEFE(E)
(Continued)
(b) Reconciliation of assets measured at (b) REFE=ELAFEHIENESESH
fair value based on level 3: Bk : (&)

(Continued)

Properties held

for own use
— Leasehold 2020
lands Total
FIEEBRME —E-RHE
— &L et
HK$'000 HK$'000
FET FET
At beginning of year F4 212,610 212,610
Recognised in profit or loss: RIBEFPER -
Depreciation charge for the FRARBEEX RN R —M K
year recognised in cost of THAZHRBERZIE
sales and general and X
administrative expenses (6,495) (6,495)
Loss on revaluation of METHEESENZEE
leasehold lands (903) (903)
Recognised in other RE A2 W e R
comprehensive income:
Exchange differences on BREGIEBEEZER
translating foreign Z=H
operations 10,188 10,188
Surplus on revaluation of HELHEEEH 2 EH
leasehold lands 15,080 15,080
At end of year FR 230,480 230,480
The total gains or losses recognised in other PE M2 E W s R R 2 B S8
comprehensive income are presented in surplus BIRGeEakAMmEEkERS
on revaluation of leasehold lands and exchange ZHELTHEEEGR BB RIBES
differences on translating foreign operations in IINEBELEZEREZEZY)
the consolidated statement of profit or loss and
other comprehensive income.
The total gains or losses recognised in profit or RIBE AR 2 BB E TR ER
loss are presented in cost of sales, general EERBRPIZHEEXS  —MRRITH
and administrative expenses and other A REMmEERIRKEES) -
operating expenses and income in the
consolidated statement of profit or loss.
All the gains or losses recognised in profit or FTERFANEBERE AERN KR EE
loss for the year were attributable to the AERRERRAFEIHEET 2R
unrealised gain and loss of the leasehold lands BERKEREETE -

held at the end of the reporting period.
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FINANCIAL STATEMENFS (CONTINUED)

7. FAIR VALUE MEASUREMENTS
(Continued)

(c)

Disclosure of valuation process used
by the Group and valuation techniques
and inputs used in fair value
measurements at 31 December 2021:
The Group’s financial controller is responsible
for the fair value measurements of assets and
liabilities required for financial reporting
purposes, including Level 2 and Level 3 fair
value measurements. The financial controller
reports directly to the Board of Directors for
these fair value measurements. Discussions of
valuation processes and results are held
between the financial controller and the Board
of Directors at least twice a year.

Level 2 fair value measurements:

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

7. DFEEE (A

(c) R-B-_—F+-A=+—HBX
SEFRFRANGEEFRATE
SFEFRANGES ZRSHH
ez -
AEENMBAEA MM B REE
THHENEEMABNHRFENE
(BREE2REIERATFEANE) - B
%%ﬁ%%ﬁﬁ@ﬁ%ﬁ%ﬁ%%A
B -V HREREEEE EE’J
R aimbERF R ARER

B_EAFENE:

Liabilities
BfE
Valuation

Description technique Inputs 2021 2020
IHH HERZE 2% " —F e kes

HK$’000 HK$'000

F#ET FET
Cross currency interest Discounted Interest rate 3,486 1,341
rate swap contracts cash flows Discount rate

RXEENERIPELD WERB SR WERBRER
For Level 3 fair value measurements, the Group MEZBATFEFENE  ~AEE—

will normally engage external valuation experts
with the recognised professional qualifications
and recent experience to perform the
valuations.

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

REEAGBRAIERER BBOHMG
ERRINSEERSR -

ZERATEFEMAEIENAEHE
2T EEREBRERONT SR S A
qu'Iﬂl&%f/%TH S M HAREF

TORBEER BT KFHRE
18
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For the year ended 31 December 2021 & &

7. FAIR VALUE MEASUREMENTS
(Continued)

(c) Disclosure of valuation process used
by the Group and valuation techniques
and inputs used in fair value
measurements at 31 December 2021:
(Continued)

Level 3 fair value measurements

7. DFEEE A

(c)

R-E-—f+=-A=+—8B%K
SEMERANGEEFRATEE
sSFEMERNGELERZEB
W - (&)

B=EAFER

Fair value
AFE
Effect on fair
value for
increase/
Valuation decrease of
Description technique Unobservable inputs Range of comparables inputs 2021 2020
2ytm/
BOHATE
EH h{ER & TUREHEY pliA e mHe ot el T T
HK$'000 HK$ 000
FET TET
Land use rights in Direct comparison  Adjusted accommodation ~ RMB598/square metre- Increase 13,600 13,500
Egongling Village, approach value per square metre RMB2,854/square metre
Pinghu Town, taking into account the (2020: RMB803/square metre
Shenzhen City, the differences from the — RMB2,296/square metre)
PRC comparables with
respect to location,
size, tenure and yield
rate
PERITEARRL  ERLBE FERULBRTH N BEARKARESBRESTAR
B ML RE HomE RRFER AREK28MRT(ZTTE:
YaXZENETARK  BTARKARKETZET
BREEEER FKARE2,2067T)
Land use rights in Direct comparison  Adjusted price per square  RMB600/square metre — Increase 158,000 155,300
Western District of approach metre taking into RMB960/square metre (2020:
Daya Bay, Huizhou account the differences RMB602/square metre
City, the PRC from the comparables RMB850/square metre)

with respect to
location, size, tenure
and yield rate
PEENTAGERRE ERLEE BERULE L
mtEmRE % omE RRFER
WaEZENGTAK
MHEER
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FAIR VALUE MEASUREMENTS
(Continued)

For the year ended 31 December 2021 &

,\Hﬁﬁéffﬂﬁ(@)

T_—F+_RA=1+—HILFE

7. DFEEE (A

(c) Disclosure of valuation process used (c) R=FZ=Z—=%F+=-H=+—HB=XK
by the Group and valuation techniques SEMERANGEEFRAFE
and inputs used in fair value FFEMEANGEEAERZ2EB
measurements at 31 December 2021: WEE : (48)

(Continued)
Level 3 fair value measurements E=BAFESE(E)
(Continued)
Fair value
AFE
Effect on fair
value for
increase/
Valuation decrease of
Description technique Unobservable inputs Range of comparables inputs 2020
2yEm/
BOHATHE
EH hERE FIUBREHEY T EEE mEe —Z-%F
HK$'000
TET
Land use rights in Wuhu  Direct comparison  Adjusted price per square  RMB144/square metre — Increase 10,600 7,800
City, Anhui Province, approach metre taking into RMB1,158/square metre
the PRC account the differences (2020: RMB147/square metre
from the comparables — RMB252/square metre)
with respect to
location, size, tenure
and yield rate
PEZEEENTHT  ERLEE BERNEBRTHE  BYARARBIURESTAA £
B RE BomE RREER ARE1188T(Z22TE:
hEEZENETFE  BIARARKITTEST
EREER HRARE2527T)
Land use rights in Bilion  Direct comparison ~ Adjusted price per square  HK$11,114/square feet Decrease 37,080 40,340
Centre, Kowloon approach feet taking into — HK$11,678/square feet
Bay, Hong Kong account the differences (2020: HK$11,114/square feet
from the comparables — HK$13,354/square feet)
with respect to location
and size
BRNERBRTLON  EENHEE BRSO HSERE TR NETESFAR  FD
TibfEAE BEZNGTHREN NETBET (ZF-%F : §F
BER ARIIGBTEETHR
13,3541 70)
Land use rights in Direct comparison  Adjusted price per square  HK$4,928/square fest — Decrease 11,800 13,540
Kinetic Industrial approach feet taking into HK$5,170/square feet (2020:
Centre, Kowloon account the differences HK$4,895/square feet
Bay, Hong Kong from the comparables — HK$6,057/square feet)
with respect to location
and size
BENEERENIET EENRE LR B L HERE ¥H%4,928;%i11$7ﬂi s
DY okbin il BEENGIARER  51708T(ZE=5%:6F
BER HRABIETEGT AR
6,057 L)
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NOTES T0 THECBNSOLIDATED FINANCIA

AR B W R M (R)

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

7. FAIR VALUE MEASUREMENTS
(Continued)

(c)

Disclosure of valuation process used
by the Group and valuation techniques
and inputs used in fair value
measurements at 31 December 2021:
(Continued)

Level 3 fair value measurements
(Continued)

The fair value of leasehold lands held for own
use located in the PRC and Hong Kong is
determined using direct comparison approach
by reference to recent sales price of
comparable leasehold lands on an
accommodation value per metre or price per
square metre/square feet basis, adjusted for a
premium or a discount specific to the quality of
the Group’s leasehold lands compared to the
recent sales. Higher premium for higher quality
land will result in a higher fair value
measurement.

During the two years, there were no changes in
the valuation techniques used.

8. REVENUE

(a)

Disaggregation of revenue

The Group is principally engaged in the
manufacture and sale of zinc, magnesium and
aluminium alloy and plastic products and
components, trading of lighting products,
production of smart home products, provision
of motor vehicle repairing services, sales of
special purpose vehicles and provision of new
energy vehicle power systems.
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7. DFEEE A

(c)

8. WA

(a)

R-E-—f+=-A=+—8B%K
SEMERANGEEFRATEE
sSFEMERNGELERZEB
W - (&)

BZEAFEFE(R)

NRFEEREEFBIEEANEEL
W RFEDNERERLEEAEE
ERE2ZALBHEE T I BHHE
&I REEERKE T IR F
TRER  WIEAREHEELHNE
B 8 R 3H L BT Bl B s B A
FEELPE -2HELHAZTARS
HE - WAEERRSNAFEFER
1A

RAEFE - FrfE RS E AL &
HE -
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FEEBFEREFERBEER BEX
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8.

REVENUE (Continued)

(a)

b FINANCIAL STATEMENFSI (CONTINUED)

For the year ended 31 December 2021 EH Z= T

Disaggregation of revenue (Continued)
Disaggregation of revenue derived from the
transfer of goods and services over time and at
a point in time is as follows:

S e M ERME (R

= i F=f-BuLTE

2020
Timing of revenue recognition W\ & 372 B & —ET-—%F —EETHF
HK$’000 HK$'000
F#&iT FET

Products transferred at a point A X —EF2i#E 2 E H
in time 1,506,950 1,318,378
Products transferred over time R—RIEREZESR 207,599 150,859
1,714,549 1,469,237

Disaggregation of revenue from major products
are as follows:

KEXTBERZBADFAT

2021 2020
Types of products EmfEE —E-—%f —E-F

HK$’000 HK$’000

F#ETT FET

Die casting products Ez_@%?‘ aa 674,263 615,084

Plastic products BE @ 851,799 660,551

Moulds *EE 140,637 149,717

Others ) 47,850 43,885

1,714,549 1,469,237
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NOTES T0 THIHBNSOLIDATED FINANCIA L/

B B R R R Y R ()

For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

8. REVENUE (Continued) 8. WA (&)

(b) Transaction price allocated to the (b) HPEEEFSHNFBBOSE
remaining performance obligation for B3 5 Eg
contracts with customers
The transaction price allocated to the remaining RZEBZ—F+_A=+—Holk=
performance obligations (unsatisfied or partially FIHRBHOET (RETRIBHKRETT)
unsatisfied) as at 31 December 2021 and the B 32 5 B A% I W sR U 1Y T8 HA I e 40
expected timing of recognising revenue as ™
follows:

Sales of goods
ﬁﬁﬁ‘b =]

=8 on
2021 2020
—E-—%f —EFF
HK$’000 HK$000
F#iT FET
Within one year —F A 1,645 4,697
More than one year —FLAE - 39,578
1,645 44,275
9. OTHER INCOME 9. HkA
2021 2020
—E¥-—%F —EEF
HK$’000 HK$'000
F#EiT FETT
Interest income on bank deposits RIT1FE A B U A 1,042 816
Rental income He WA 1,111 586
Reimbursement from customers EP Rk E 6,231 4,898
Compensation from suppliers HERmHE 1,361 -
Sales of scrap materials FERISHE 7,748 2,401
Sales of raw materials RMELHEE 103 164
Government grants (note) BISHEEE (M i) 9,863 13,596
Others HAfb 2,666 2,694
30,125 25,155
Note: Haz -
Government grants mainly comprised unconditional support for BT ZEEGKGIEASE ZHEZED
subsidising the Group’s research and development (2020: (ZZE =4 : 494,989,000/ TT) °

approximately HK$4,989,000).
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10.

FINANCIAL STATEMENFS (CONTINUED)

OTHER INCOME (Continued)

Note: (Continued)

During the year ended 31 December 2020, the Group recognised
government grants of approximately HK$8,607,000 in respect of
COVID-19 related subsidies, of which approximately HK$5,933,000
relates to Employment Support Scheme provided by the Hong Kong
Special Administrative Region Government.

SEGMENT INFORMATION

For management purposes, the Group’s operation is
currently categorised into seven (2020: seven)
operating divisions — zinc, magnesium, aluminium
alloy, plastic products and components, trading of
lighting products, production of smart home
products, provision of motor vehicle repairing
services, sales of special purpose vehicles and
provision of new energy vehicles power systems.
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, production of smart
home products, provision of motor vehicle repairing
services, sales of special purpose vehicles and
provision of new energy vehicle power systems.
None of these segments meets any of the
quantitative thresholds for determining reportable
segments. The information of these other operating
segments is included in the ‘Others’ column.

Segment profits or losses do not include interest
income, corporate income, share of profits/losses of
associates, gain on disposal of a subsidiary, gain on
disposal of associates, loss on deregistration of a
subsidiary, net fair value loss on derivative financial
instruments, corporate expenses, finance costs and
income tax expense.

For the year ended 31 December 2021 # & — 2

10.

S e M ERME (R

—F+ZA=+—HLFE

HA WA (%)
WiiE - ()

HEZT-TFF+_A=+—ALFE A EEHER
73T B AR = A B ) BT 7 B) @ 49 /8,607,000%8
JC + H A 45,933,000 7T & & PRI AT B R BT IR ¢
KRBT Sl -

o EBE R

Z%HIEE.EE AEBBEREEBY HLE(Z
TTF A EEIPFY — - ERER
A BBERNTEE RHEERES -
FEERREER  REBRBEBRY -
HESREREHMIERTERIES N

ZH S HWARAEERAEZFHDHE

FEE - REEZ 28D BAREHTR
EmZHNRBEREM - AR BHAEBET

ZTRBMEETRKAFTETR - MZ%
SN EUER -

AEENEMEES A BRERAERES
BHEREERRE - IIEI#\//:LEZEI PR 7
HER P EEEWMRHIE R TES
Ao ESDHHREINREAZ2HRSH
E’\JEIEIEII:F'EMEQ Hih g2 o &R
RIEAM ] —H -

DEEMNKBETBEN WA - BEW
A BAMERREN AR HEHWEA

mllE - HEBE QRN  FHEMBAR
BX  TESRTANATEFER &%

X - BMEARPISHRAX
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NOTES T0 THIHBNSOLIDATED FINANCIA

B B R R R Y R ()

For the year ended 31 December 2021 & &

10. SEGMENT INFORMATION (Continued) 10. P EER ()
Information about reportable segment profit ERoBBHFEBHEZER :
or loss:

Magnesium  Aluminium
Zinc alloy alloy alloy Plastic Others Total

#as Y-k #ed il it ay
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FET FET FET FET FET

Year ended 31 December 2021 EHE-F=-—

+ZA= 'I' BiLEERE
Revenue from external customers R E 4N EE P A UA 142,537 415,207 144,417 964,538 47,850 1,714,549
Segment profit/(loss) PEEF/(BB) 7,684 41,647 8,457 112,655 (2,574) 167,869
Depreciation and amortisation IE L 4,748 46,417 7,264 30,096 4,390 92,915

Magnesium  Aluminium
Zinc alloy alloy alloy Plastic Others Total
#ee Had i 2R Hit FE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET

Year ended 31 December 2020 #HZE-ZT-TF

+TZA=+—ALFE
Revenue from external customers R BINRE F HIIA 111,498 417,495 112,859 783,500 43,885 1,469,237
Segment profit/(loss) AEEF/(BEB) 7,616 57,905 7,558 112,054 (13,697) 171,436
Depreciation and amortisation MEREH 9,981 25,845 5,442 43,406 4,424 89,098
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10. SEGMENT INFORMATION (Continued) 10.

FINANCIAL STATEMENFS" (CONTINUED)

For the year ended 31 December 2021 EH Z= T

Reconciliation of reportable segment

revenue, profit or loss:

S e M ERME (R

2 EER (&)

——%t-A=t-BLFE

SRS - BFINEBIRZHER

2021 2020
—T=-—%f —TE-TF
HK$°000 HK$'000
F#ET FET
Revenue [N
Total revenue of reportable segments 2 7 362 & U A 1,714,549 1,469,237
Unallocated amounts HfEEE - -
Consolidated revenue el A 1,714,549 1,469,237
2021 2020
—E-—%F —E=F
HK$’000 HK$'000
F#ET FET
Profit or loss HRAsg e
Total profit of reportable segments £ i& 7 B 48 5 A 167,869 171,436
Unallocated amounts: DEEER
Share of profits/(losses) of % > H & R ALE A,
associates (B%) 45 (872)
Gain on disposal of a subsidiary HEHE QR KE - 9
Gain on disposal of associates HERE N E Ik - 350
Loss on deregistration of a XL PNSIEEES
subsidiary (100) —
Net fair value loss on derivative MESBTENRFEEF
financial instruments &5 18 (3,665) (2,128)
Interest income 2B A 1,042 816
Finance costs B & AR (3,259) (6,840)
Income tax expense Frigfimx (22,835) (31,295)
Corporate income ERA - 144
Corporate expenses TERX (11,360) (8,865)
Consolidated profit for the year FANEEE = 127,737 122,755
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B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

10. SEGMENT INFORMATION (Continued) 10. D EER (E)
Reconciliation of reportable segment EHR7IBWN  BRFIHEEZHER :
revenue, profit or loss: (Continued) (88)
2021 2020
—T-—% —TTF
HK$’000 HK$'000
F&iT FET
Other material items — HMWEXIEH — i8R
depreciation and amortisation Eﬁﬁﬁ
Total depreciation and amortisation of 2 7 & 4837 & K& 8
reportable segments 92,915 89,098
Unallocated amounts: THEHA -
Depreciation of property, plant and EREE - BB LR
equipment, right-of-use assets o EREEENETY
and amortisation of intangible BEBMNITE
assets for corporate use 1,970 2,314
Consolidated depreciation and RATTE R
amortisation 94,885 91,412
Geographical information: WEEE :
Revenue
KA
2021 2020
—T=-—% T -TF
HK$’000 HK$'000
F#&iT FET
Hong Kong BB 94,776 124,656
The PRC except Hong Kong P E (BABRRIN 710,434 611,992
Japan HAR 1,566 8,763
USA ES 802,710 644,658
Others HAp 105,063 79,168
Consolidated total fra AR 1,714,549 1,469,237
In presenting the geographical information, revenue is 2 HRERE  WARUEFOMHEA
based on the locations of the customers. Ao
The Group’s non-current assets by geographical ReERPREN 2 ES 2 IERBEERL
areas are not presented as the aggregate amount of SHEMEI B2 BELRI10% (ZEF
the geographical segments other than the PRC is F o OR10%) FTAAEERBIRIE 2
less than 10% (2020: less than 10%) of the Bl o

aggregate amount of all segments.
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FINANCIAL STATEMENFS" (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

10.

11.

SEGMENT INFORMATION (Continued) 10. P EPER (E)
Revenue from major customers: RKEEEERZEA:
2021 2020
—E-—%f —EFF
HK$’000 HK$’000
FET FHEIT
Zinc alloy segment HEE2HH
Customer a XPFa 32,666 47,744
Customer b =Pb 48,894 48,913
Magnesium alloy segment HEEeDH
Customer ¢ ZPFc 73,193 41,285
Customer e ZFe 197,993 271,510
Aluminium alloy segment fTak =l a1
Customer a EFPa 28,862 40,245
Customer ¢ ®Fc 3,004 81
Plastic segment BRHE
Customer b EFDb 66,063 51,774
Customer d =2FAd 733,600 637,751
OTHER OPERATING EXPENSES AND 11, HtRZEHEEZRIKRA
INCOME
2021 2020
—E-—%F —E-F
HK$’000 HK$'000
F#T FEIT
Allowance for inventories, net FEERE 14,313 4,093
Bad debts written off 12 AR 41 8 1,511 64
Reversal of allowance on due from an J& U & X &) F I8 5 8 [0 8
associate - (1,799)
Net loss on disposal of property, plant HEYE « R LR E 2 F
and equipment 518 1,237 1,507
Property, plant and equipment VI - W23 N R% 1 i 8
written off 1,178 3,309
Loss on revaluation of land T EEEHEE 708 903
Net fair value loss on derivative PTESBMIENAFESF
financial instruments 518 3,665 2,128
22,612 10,205
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NOTES TO THHBNSOLIDATED FINANCJA _/‘

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

12. FINANCE COSTS 12.
2021 2020
—B-—% ZEERF
HK$’000 HK$'000
FET FET
Interest expenses on lease liabilites FEBERN B
(note 20) (Hiat20) 618 651
Interest expenses on bank borrowings $R1TE A B X 2,641 6,189
3,259 6,840
13. INCOME TAX EXPENSE 13. FTEHIMAX
2021 2020
—T-—% —EEF
HK$’000 HK$'000
FHETT FET
Current tax — Hong Kong Profits Tax BIHATE1E — &HBFESH
Provision for the year KEEEE 20,108 12,150
Over-provision in prior years BEFEBERE (5,973) (529)
Current tax — Income tax outside BNEARIIE — BB AN
Hong Kong =85
Provision for the year KEEEE 4,092 3,680
Under/(over)-provision in prior years  BHEFERETR,
(EBEEREHE) 1,150 (1,486)
Current tax — PRC dividend BVHARETE — ANFEHE
withholding tax for the year f% 2 FE IR T 227 5,796
Deferred tax (note 35) EIERLTE (A7 7£35) 3,231 11,684
Income tax expense P15 Bt i X 22,835 31,295

Under the two-tiered Profits Tax regime, the first
HK$2 million of profits of the qualifying group entity
established in Hong Kong will be taxed at 8.25%,
and profits above that amount will be subject to the
tax rate of 16.5%. The profits of the group entities
not qualifying for the two-tiered Profit Tax rate
regime will continue to be taxed at a rate of 16.5%.
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13.

b FINANCIAL STATEMENFSI (CONTINUED)

INCOME TAX EXPENSE (Continued)

Under the PRC Enterprise Income Tax (the “EIT”)
Law, the statutory tax rate for the Group’s
subsidiaries established and operating in Mainland
China is 25% (2020: 25%).

Three (2020: Two) of the Group’s subsidiaries
registered in the PRC are recognised as a High and
New-technology Enterprises which have been granted
tax concessions by local tax bureau and are entitled
to PRC EIT at concessionary rate of 15% during the
reporting period.

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

According to the PRC EIT Law, withholding tax at a
rate of 10% would be imposed on dividend payment
relating to profits earned from year 2008 onwards to
foreign investors for the companies established in the
PRC. Such tax rate may be further reduced by
applicable tax treaties or arrangements.

For the year ended 31 December 2021 EH Z= T

13.

S e M ERME (R

= i F=f-BuLTE

e (&)
BEFBECEMSHE  AEBRFPEKX
BERK S I &8 2 M B A Rl ZJETE R E B25%
E4F 1 25%) °

(ZZ2=%

EEEREFMN =M (== =_ZF : W)
MEBAREREASFRHEGE  EEi
MERKTREER  AREHRPED
E¥BHEEI5%NMEER -

8 5132 ) 2 18 B4R 18 4F Pt ot B R B
FIA AR B A RIE 2 S NBR 2R E
5o

REFECEMAER L SNEREEH—
ZENFREERPEKILZ AR RIFE
B Z RS KEMNI0%TERER - %
MEBARZERRB RN L HE—F
PR AE

CEC-FFR EHERERARLQE

21



NOTES T0 THIHBNSOLIDATED FINANGJA S

B B R R R Y R ()

For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

13. INCOME TAX EXPENSE (Continued) 13. Fﬁ SHEXZ (&)
The reconciliation between the income tax expense FIT 15 % 5 2 B2 BR B A s I R LA BB RIS B
and the product of profit before tax multiplied by the METEMSERNEROT -

Hong Kong Profits Tax rate is as follows:

2021 2020
= —T-TF
HK$°000 HK$ ‘000
FET TET

Profit before tax B B B & A 150,572 154,050

Tax at Hong Kong Profits Tax rate at 12 & B FSHHE16.5%

16.5% (2020: 16.5%) ZZE-FF 1 16.5%)
SHEHEIE 24,844 25,418

Tax effect of expenses that are not ~ AT NFHETE

deductible 7,218 4,484
Tax effect of income that is not BERBRUW AT &

taxable (3,300) (5,002)
Tax effect of temporary differences not RIERE = E NS £

recognised 629 1,680
Tax effect of share of loss of Tﬁ“ GENAEE BTG

associates 4 (7) 144
Tax effect of recognition of tax losses #&ER-F Al 5&5%‘2%2@%‘“)%‘ =

not previously recognised 2 - (4,589)
Tax loss previously recognised and ?Eﬁﬁﬁ%u&ﬁéﬁzmﬁ%}@ﬁ@

reversed 4,874 —
Tax effect of tax losses not RERBEBE MG E

recognised 2,525 1,083
Tax effect of utilisation of tax losses B LAIAER 2 HIEEIE

not previously recognised IR (5,400) (3,643)
Over-provision in prior years BEFEBERE (4,823) (2,015)
Under-provision for current year AEEEETIR (488) (233)
Tax effect of two-tiered tax rate R A% I R R 2 BT (165) (169)
Tax concession MBsER (4,554) (4,046)
Effect on deferred tax balance MEEBERLEHIALEH 2

resulting from a change in tax rate wa - 6,001
Tax effect of withholding tax arising & IMT% CIEERL L $= S

from dividend payments/ ks EEZ TERB 2

undistributed profits of PRC By

subsidiaries - 11,632
Tax effect of withholding tax arising ~ F Bl B 7§1‘JL7T'J g FE

from interest payment of a PRC ZHERM o MBEE

subsidiary 227 216
Tax effect of different tax rates of oY= N RN IR w2

subsidiaries TE 1,255 430
Income tax expense FrisHif 22,835 31,295
In addition to the amount charged to profit or loss, BREBERRINEN  RERNREEZHE
deferred tax relating to the revaluation of the Group’s T BB AEERERESEEMEEW
leasehold lands during the year has been charged to A AIER o

other comprehensive income.
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FINANCIAL STATEMENFS (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

14. PROFIT FOR THE YEAR 14. FREF

The Group’s profit for the year is stated after AEBFERN 2 &F BT A () T3&

charging/(crediting) the following: | :
2021 2020
—E-—%F —EEF
HK$°000 HK$'000
FEiT FET

Allowance for inventories, net GEREFE @)

(note (a)) 14,313 4,093
Auditor’'s remuneration ZEET & 2,080 1,917
Bad debts written off (note (a)) RIS (A7 it (@) 1,511 64
Cost of inventories sold (note (b)) BEETFEXAE (HiZb) 1,187,357 987,388
Loss on revaluation of land (note (a) tHBESELEIE (it (@) 708 903
Net fair value loss on derivative MESRIENRFETF

financial instruments (note (a)) &8 (K75t (a) 3,665 2,128
Amortisation of intangible assets | EEHH 25 —
Depreciation of property, plant and Y2 - WS RRETE

equipment 78,156 76,152
Depreciation on right-of-use assets FREEETE 16,704 15,260
(Reversals of impairment losses on (BZRUGRIAREAGHNEE

trade receivables and contract WEBEBL®R) B 5E

assets)/impairment losses on trade WHEREOEERE

receivables and contract assets 518 (242) 236
Net exchange loss b 5,5 B 18 6,426 12,710
Net loss on disposal of property, plant H &3 - # 28 & 35 & F

and equipment (note (a)) & 18 (K it @) 1,237 1,507
Property, plant and equipment written 472 - # 28 K 3% &5 3l 8

off (note (a)) (K15 @) 1,178 3,309
Other fees paid to the auditor of the 24 Bl#Z EhH 2 H At

Company EH 336 277
Reversal of allowance on due from an J&UHE & /N &) 2 78 18 5 [0 13

associate (note (a)) (Hit(a) - (1,799)
Research and development HERFAES N

expenditure 58,045 53,758
Notes: HtaE -

(@) These amounts are included in other operating expenses and (a) ZERECTFARMEERSIRKAR -
Income.

(b) Cost of inventories sold includes staff costs and depreciation (o) EEFENABEEIRARNEN
of approximately HK$377,107,000 (2020: HK$307,168,000), 377,107,000 7T (= % = F 4 : 307,168,0007%
which are included in the amounts disclosed separately L) BEEZED RN EX R FE15HEE -

above and in note 15.
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NOTES TO THE CONSOLIDATED FINANCIA

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

15. EMPLOYEE BENEFITS EXPENSE

15. EERABX

2021 2020
—T-—F —_T_THF
HK$’000 HK$'000
FET FHET
Employee benefits expense (excluding EERFIHSZ (TREES
directors’ emoluments): <)
Salaries, bonuses and allowances FEN - AL BOERE 397,056 339,375
Retirement benefit scheme R URAE FIFT 850
contributions 31,611 14,696
Other benefits E 48 A 40,736 30,644
469,403 384,715
(a) Pensions — defined contribution plans (a) BHRETHEHEEE

The Group contributes to defined contribution
retirement plans which are available for eligible
employees in the PRC and Hong Kong.

Pursuant to the relevant laws and regulations in
the People’s Republic of China, the Group has
joined defined contribution retirement schemes
for the employees arranged by local
government labour and security authorities (the
“PRC Retirement Schemes”). The Group makes
contributions to the PRC Retirement Schemes
at the applicable rates based on the amounts
stipulated by the local government
organisations. Upon retirement, the local
government labour and security authorities are
responsible for the payment of the retirement
benefits to the retired employees.
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FINANCIAL STATEMENFS" (CONTINUED)

15. EMPLOYEE BENEFITS EXPENSE
(Continued)

(a)

Pensions — defined contribution plans
(Continued)

The Group operates a Mandatory Provident
Fund scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance
(Chapter 485 of the laws of Hong Kong) for
employees employed under the jurisdiction of
Hong Kong Employment Ordinance (Chapter
57 of the laws of Hong Kong). The MPF
Scheme is a defined contribution retirement
plan administered by independent trustees.
Under the MPF Scheme, the employer and the
employees are each required to make
contributions to the plan at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of HK$30,000.

During the years ended 31 December 2020
and 2021, the Group had no forfeited
contributions under the PRC Retirement
Scheme and MPF Scheme and which may be
used by the Group to reduce the existing level
of contributions. There were also no forfeited
contributions available at 31 December 2020
and 2021 under the PRC Retirement Scheme
and MPF Scheme which may be used by the
Group to reduce the contribution payable in
future years.

For the year ended 31 December 2021 EH Z= T

S e M ERME (R

——%t-A=t-BLFE

15. EE®AFHX (&)

(a)

Bk EEFEMUETEI (&)

ANEEIRE RS EATE ST S IED
(BB AN E485%) BZ BB REMBIF
Bl (BBEMESTE) EEZRIER
Bk FIMEATEEHE (BB
) - ﬁﬁiﬁ%ﬁ*ﬁiﬁfML
KeFTE - BB ETATE - RIE
BwEesE BEEREESABEEE
BEBURA(BHEKAZBALERA
30,0007T) Z 5% M Fr &5k »

HE_ZT-_ZTFR-_T-_—F+=A
=+—HILFE  REBRPBRENK
SRTEI N BESHEETHEE K
Tﬂj1$%.%#%ﬁaﬁ%fﬂ
KE-RZZEZTFR_ZFT=Z—F
T AT BRPREKRESHE R
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NEE AR R R T E AT H

N
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NOTES TO THE CONSOLIDATED FINANCIA

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

15. EMPLOYEE BENEFITS EXPENSE 15. EE®RFIFX (&)

(Continued)

(b) Five highest paid individuals (b) EEEEHFMAL
The five highest paid individuals in the Group FAREENAEERTMATEE
during the vyear included three (2020: two) —R(ZEZEF MRB)EEBH
directors whose emoluments are reflected in B & B HR 160D - REZR
the analysis presented in note 16. The —E-—F+-RA=t+—HLFEH
emoluments of the remaining two (2020: three) TRE(ZEZZEF: &) Ba 5
individuals for the year ended 31 December ATHB ST -

2021 are set out below:

2021 2020
—T-—5 —TEF
HK$’000 HK$000
FEIT FET
Basic salaries and allowances — EZANHEH N 2 AL 3,097 5,590
Discretionary bonus BB TEAL 590 540
Retirement benefits scheme BB R FH B K

contributions 18 54
3,705 6,184

The emoluments fell within the following bands: BN T &R :

Number of individuals

A&
2020
—TETF
HK$1,500,001 to HK$2,000,000 1,500,001& T2
2,000,000/ 7T 2 2
HK$2,500,001 to HK$3,000,000 2,500,001 T2
3,000,000/%8 7T - 1
During the year, no emoluments were paid by FRAEEVERNZESSHTHA
the Group to any of these highest paid TEREAIEAIMBERE B RS &
individuals as an inducement to join or upon BB BB R E 2B & o
joining the Group or as compensation for loss
of office.
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FINANCIAL STATEMEN'FS' (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

16. BENEFITS AND INTEREST OF 16. EEFRTHAHZENRA =
DIRECTORS AND CHIEF EXECUTIVE
OFFICER
(a) Emoluments of directors (a) EEME
The emoluments of each director were as FEEEHOMN2OT
follows:

Retirement
Salaries and  Discretionary benefits scheme
allowances bonus contributions Total

BHET
Name of director EEiE e  HeREEM BEEd SRR @it
HK$000 HK$°000 HK$000 HK$°000 HK$°000
FET FET FET FET FET

Year ended 31 December 2021 BE-B--%

+ZA=+-BLEE
Executive directors BiTEE
Mr. Lee £33 - 3,438 923 5 4,366
Mr. WONG Wing Chuen Bk - 1,914 507 18 2,439
Ms. CHAN So Wah BazEgt - 1,365 368 18 1,751
Mr. CHU Weiman (rote (i) MERRE W##0) - 687 490 6 1,183

Independent non-executive directors BLEHTES

Professor SUN Kai Lit, Cliff sss, R R8BS, JP 211 - - - 211
Ir Dr. LO Wai Kwok s8S, MH, Jp EEBIBL IR SBS, MH, JP 211 - - - 211
Mr. KONG Kai Chuen, Frankie (formerly JTER% %4 (RIETER)

known as Kong To Yeung, Frankie) 212 - = - 212
Mr. Andrew LOOK BEREE 200 - - - 200
Total for 2021 T -F@ 834 7,404 2,288 47 10,573
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For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

/

16. BENEFITS AND INTEREST OF 16. EERTHAZEN RN = (E)
DIRECTORS AND CHIEF EXECUTIVE
OFFICER (Continued)

(a) Emoluments of directors (Continued) (a) EENE(E)
Retirement
Salaries and  Discretionary  benefits scheme
Fees allowances bonus contributions Total
RIER
Name of director g2h e  HeREE Misiea BE G5 @

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET

Year ended 31 December 2020 BE-F-9%

+ZA=+-BLEE

Executive directors BiTEE
Mr. Lee ZhAE - 3,098 820 18 3,936
Mr. WONG Wing Chuen BEXREAE - 1,665 a4 18 2,124
Ms. CHAN So Wah BEZh+ - 1,170 315 18 1,503
Independent non-executive directors BIEHTES
Professor SUN Kai Lit, Cliff 88s, s HRRRIHRBBS, JP 200 - - - 200
Ir Dr. LO Wai Kwok $BS, M, J° EREIFTT2E - SBS, MH, JP 200 - - - 200
Mr. KONG Kai Chuen, Frankie (formerly JTRI %4 (RIFEIE%)

known as Kong To Yeung, Frankie) 200 - - - 200
Mr. Andrew LOOK BEREE 200 - - - 200
Total for 2020 S oA 800 5,933 1,576 54 8,363
There were no arrangements under which a EERNAFABEELD MEXRER
director waived or agreed to waive any BEHAMEeNZHE (S 2FF &) o
emoluments during the year (2020: Nil).
During the year, no emoluments were paid by FA - AEEWERERNEEZMNE
the Group to any of the directors as an IER B AL B 2 12K HEE) 3k
inducement to join or upon joining the Group BEBAEENISE -
or as compensation for loss of office.
Note: HaE -
0] Appointed on 1 September 2021. (i) RZE_—FNA—AEBZE-
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FINANCIAL STATEMEN'FS' (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

16. BENEFITS AND INTEREST OF 16. EERTHAZEN RN = (E)
DIRECTORS AND CHIEF EXECUTIVE
OFFICER (Continued)

(b) Emoluments of chief executive officer (b) TTHAEZMNE

Mr. Chu Weiman (“Mr. Chu”) was appointed as THEREE([HEER_E-_—F
the chief executive officer of the Company on ZA—BREZEAARREMNITEHA
1 February 2021. Mr. Lee has stepped down H-ThEEZABRTEATHE
as the chief executive officer since that date. HoNEERZTEZ—FLA—BE
Mr. Chu was appointed as executive director ZAERITEST BE_ZT-_—F
on 1 September 2021. The remuneration of Mr. T A=+ —BLEFEILREZFH
Chu for the year ended 31 December 2021 is m

as follows:

Retirement

benefits

Salaries and scheme
allowances contributions Total

BAEF
BN e 2 B I st
HK$’000 HK$’000 HK$’000
FET FExT FEx

Year ended 31 December 2021 BE—_T-—%
+=HA=+-—H
IEEE
Mr. Chu ik 840 11 851
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

/

16. BENEFITS AND INTEREST OF 16. EERTHAZEN RN = (E)
DIRECTORS AND CHIEF EXECUTIVE
OFFICER (Continued)

(b) Emoluments of chief executive officer (b) TTHAEZEBME (E)

(Continued)

Mr. Leung King Kwok, Godfrey sBs was the RWE L EsBSR Z T — N F+ A
chief executive officer of the Company from 23 Tt =HEZZEZEF+ZA=1+—
July 2019 to 31 December 2020. On 31 BARRBITHEBHE -R_T-FTF
December 2020, he resigned from his position +ZA=+—8 BEETHAHKL
as chief executive officer and Mr. Lee wil FRAECAREEREERENIET
temporarily take up the duties of chief TR EERTIEE B - E?ﬁ‘é%’]
executive officer with support from the existing ZHEEBARAL BHE_ZT-_ZTF
senior management team of the Group until a T AT B UEFETRER
suitable candidate is appointed. The B an T

remuneration of the chief executive officer for
the year ended 31 December 2020 is disclosed

as follows:
Retirement
benefits
Salaries and scheme
allowances contributions Total
RIKAEF
Hr BN B b T #Et
HK$'000 HK$'000 HK$'000
FET FET FET
Year ended 31 December 2020 HE_T_TF
+=ZA=+—H
IEEE
Mr. Leung King Kwok, Godfrey sBs 24l 5t 4 sBs 2,560 18 2,578
(c) Information about loans, quasi-loans (c) ﬁ@l«l§$ CRIEAEBRRZ
and other dealings in favour of %g%ﬁﬁﬁﬁiﬁ%ﬁ%&%ﬁkﬂqg
directors, controlled bodies corporate o EERREMZZER
and connected entities with such
directors
During the year ended 31 December 2021, HEZZ--—F+-A=+t—HI#F
there were no loans, quasi-loans and other B AR T‘Jzﬁﬁ{ﬂ%“ﬂ(lzm@ﬁﬁ)wﬁ
dealings entered into by the Company or BN NEERRBANER - AR
subsidiaries undertaking of the Company, ’TA&/H\/@X%(_E—? Fom) e
where applicable, in favor of directors (2020:
Nil).

220  Ka Shui International Holdings Limited Annual Report 2021



16.

17.

FINANCIAL STATEMENFS" (CONTINUED)

BENEFITS AND INTEREST OF
DIRECTORS AND CHIEF EXECUTIVE
OFFICER (Continued)

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

/

(%)

16. ESBRTHAHEN R =

(d) Directors’ material interests in (d EENXS RBEIESHPHE
transactions, arrangement or KiEgEx
contracts
Save as disclosed in note 43 to the BREVIIRGR & B TS R B 5E 430 - R
consolidated financial statements, no significant FRPFNEMEFRE - AND BB EET
transactions, arrangements and contracts in VHEMREAEEEBEEMARAE
relation to the Group’s business to which the ERHBEEATRE R EENHEER
Company was a party and in which a director BEAEZNERR S LHRE
of the Company and the director’s connected 4 e
party had a material interest, whether directly or
indirectly, subsisted at the end of the year or at
any time during the year.
DIVIDENDS 17. RE
2021 2020
—ET-—%f —EETHF
HK$’000 HK$'000
FET FET
2021 Interim dividend of HK1.0 cent Z—ZZ=Z—FFHERE kK
(2020: 2020 Interim dividend of TER1.0BIL(ZE=F
HK$1.0 cents) per ordinary share F: T TFHRER
B BRERR.0E) 8,938 8,938
2020 Final dividend of HK3.0 cents —ETFRERE B
(2020: 2019 Final dividend of HK2.0 %Hxs OB (ZZ=F
cents) per ordinary share F —NEREAKRE
iﬁi% f&2.0%10) 26,812 17,875
35,750 26,813

Subsequent to the end of the reporting period, final
dividend in respect of the year ended 31 December
2021 of HKB.0 cents per ordinary share totaling
approximately HK$26,812,000 has been proposed by
the Board of Directors of the Company and is
subject to approval by the shareholders of the
Company at the forthcoming annual general meeting.

RMEHETEER AR EETSERES
EBE_T-_—F+-A=+—HLEFE
ZAHRBESREBRIOEN  £AED
26,812,000/ 7T + LR BBFARBIRER
FETERR BT RE EHLME -

CEC-FFR EHERERARLQE
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NOTES T0 THECBNSOLIDATED FINANCIA

AR B W R M (R)

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

18. EARNINGS PER SHARE 18. BRER
The calculation of the basic earnings per share is SRERZFIETIEE -
based on the following:

2021 2020
—F-—% —T_TF
HK$°000 HK$'000
F#EiT FET
Earnings 2%
Profit attributable to owners of the AR ESREARRZF 27
Company, used in the basic NElEDEE ANEE R
earnings per share calculation 131,139 123,991
2021 2020
—T-—F —_T_TF
Number of shares 8 E
Weighted average number of ordinary AR EFIEARZEF 2 M0
shares used in basic earnings per HEE T 1) 3 3 R IR B
share calculation 893,761,400 893,761,400
No diluted earnings per share are presented as the HRARBREE_E-_—FR_ZT=F
Company did not have any dilutive potential shares FH+Z A=+ —BEFEREEMEER
for the financial years ended 31 December 2021 and - BEBE2YERESRT -

2020.
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FINANCIAL S ATEMEN'FS (CONTINUED)
ey

51 75 R M ()

For the year ended 31 December 2021 & ZE— —F+ZA=T—HILEFE

19. PROPERTY, PLANT AND EQUIPMENT 19. Y15 - WBERRE

Leasehold
Buildings improvements

Ii-? HRNRRE

Plant and
machinery

Computer
equipment

Furniture,
fixtures and
office
equipment
Fi BERE
R#a

Motor
vehicles

RE

Construction
in progress

#RIR

Cost or revaluation m*ﬁﬁ &
At 1 January 2020 RZZ=ZF-f-R 290,437 187,984 665,064 11,741 20,656 8,007 7,200 1,191,179
Transfer 124 - 66 1,941 - - - (2,007) -
Additions e - 13,604 39,700 266 5875 931 1,234 61,610
Disposal/write off e /HsE - (2,991) (14,196) 1) (65) - - (17,273)
Exchange differences EHxE 19,473 13,385 45,290 413 1,627 309 486 80,983
At 31 December 2020 and —T-TF
1 January 2021 tﬂj BR
—ET--%-A-H 309,910 212,048 737,799 12,399 28,093 9,337 6,913 1,316,409
Additions RE - 16,945 74,244 54 4,697 1,691 496 98,127
Disposal/write off HE/ W - (1,528) (16,813) (424) (583) (1,720) - (21,068)
Exchange differences EizE 6,908 4,997 17,451 148 665 115 175 30,459
At 31 December 2021 WZZZ—F
+-A=+-H 316,818 232,462 812,681 12177 32,872 9,423 7,584 1,424,017
Accumulated depreciation R FERE
and impairment
At 1 January 2020 AZE-F5-A-AH 89,958 140,152 427,019 8,492 9,208 7,199 5,007 687,125
Charge for the year FRIK 12,535 19,292 39,944 1,164 2,652 565 - 76,152
Disposal/write off e /HsE - (2,809) (9,028) (12) (47) - - (11,890)
Exchange differences EXEE 6,825 8,893 28,065 251 642 254 376 45,296
At 31 December 2020 and ~ R=ZT=FF
1 January 2021 +ZA=+-Bk
—ET--%-A-H 109,318 165,534 485,990 9,895 12,455 8,018 5473 796,683
Charge for the year FRIk 13,391 16,084 43,507 1,122 3,607 445 - 78,156
Disposal/write off HE /3 - (1,525) (13,273) (419) (562) (1,025) - (16,804)
Exchange differences EiES 2,640 4,850 10,399 107 283 83 133 18,495
At 31 December 2021 WZZ=—F
+-A=t+-H 125,349 184,943 526,623 10,705 15,783 7,521 5,606 876,530
Carrying amount REE
At 31 December 2021 i 3
+-A=t+-H 191,469 47,519 286,058 1,472 17,089 1,902 1,978 547,487
At 31 December 2020 i 3
+-A=t+-H 200,592 46,514 251,809 2,504 15,638 1,319 1,440 519,816

ZF5H EHRERERERLF
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NOTES T0 THIHBNSOLIDATED FINANGJA S

B B R R R Y R ()

For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

20. RIGHT-OF-USE ASSETS 20. EHAEEE
Leasehold Leased Office
lands properties equipment Total
HELH HEME BROAERE st
HK$'000 HK$°000 HK$’000 HK$’000
FET FET FET FET
At 1 January 2020 N-_Z-_FF—H—H 212,610 11,915 — 224,525
Additions NE - 13,971 131 14,102
Adjustment for lease HEBWAZE
modification - (229) - (229)
Depreciation E (6,495) (8,764) ) (15,260)
Surplus on revaluation REMEHAREERNE
recognised in other ER%
comprehensive income 15,080 — - 15,080
Loss on revaluation RESERNEGEER
recognised in profit or
loss (903) - - (903)
Exchange differences fENZR 10,188 711 — 10,899
At 31 December 2020 RZEZTHF
+-A=+—H 230,480 17,604 130 248,214
Additions RE - 4,636 - 4,636
Adjustment for lease MEBRFAE
modification - 894 - 894
Depreciation e (7,078) (9,582) (44) (16,704)
Surplus on revaluation REMEEKEERENE
recognised in other HEER
comprehensive income 4,466 - - 4,466
Loss on revaluation RERERNEMEE
recognised in profit or
loss (708) - - (708)
Exchange differences [ 5 =% 3,920 250 - 4,170
At 31 December 2021 RZB_—%
+=-A=+—H 231,080 13,802 86 244,968
The Group'’s leasehold lands were revalued on 31 AEB 2HELTHWINR _ZE-_ZTER-F
December 2020 and 2021 using the direct ——%+=ZA=+—H EE?%_L/EHEEFE&E
comparison approach by reference to market BB E2EZMGHEUMNEIRIRFFE
evidence of recent transactions for similar properties BE -

by independent surveyors.

224  Ka Shui International Holdings Limited Annual Report 2021



20.

.FINANCIAL STATEMEN'FS' (CONTINUED)

For the year ended 31 December 2021 # &

S e M ERME (R

—E--F+-AS+—ALEE

RIGHT-OF-USE ASSETS (Continued) 20. EAEEE (&)
The carrying amount of the Group’s leasehold lands WIRR AR BT & ROBEE B - R
would have been approximately HK$48,189,000 B —F+ZRA=+—RH A5EHE
(2020: HK$49,168,000) at 31 December 2021 had it TR BREEH 4 /548,189,000/8 T (=&
been stated at cost less accumulated depreciation ZZ 4 1 49,168,000/87T) °
and impairment losses.
2021 2020
—T-—% —EETHF
HK$’000 HK$'000
FET FHET
Depreciation expenses on right-of-use {FAEEETER L
assets 16,704 15,260
Interest expense on lease liabilities HEAEBENBERZ GTAR
(included in finance cost) B A) 618 651
Expenses relating to short-term lease R HHEEE B 2 (5
(included in cost of sales and ANSHERA R — M RITH
general and administrative F%)
expenses) 59 86

Details of total cash outflow for leases is set out in
note 40(f).

For both years, the Group leases various offices
premises, factories, warehouses, staff quarters and
office equipment for its operations. Lease contracts
are entered into for fixed term of 2 months to 5
years. Lease terms are negotiated on an individual
basis and contain a wide range of different terms
and conditions. In determining the lease term and
assessing the length of the non-cancellable period,
the Group applies the definition of a contract and
determines the period for which the contract is
enforceable.

In addition, the Group owns several industrial
buildings where its manufacturing facilities are
primarily located and office buildings. The Group is
the registered owner of these property interests,
including the underlying leasehold lands. Lump sum
payments were made upfront to acquire these
property interests. The leasehold land components of
these owned properties are presented separately only
if the payments made can be allocated reliably.

HERMR SR AR F BRI K FE40()

RREFE AREHEZERIE K
F-RE BIBEERRAERBANE

B -MEANUWEEHHAMEAR
T - HEGRRIEERER LER - 85
BERRGR L GET - REEEE S MY
A HESENRER  AEERAE
METERLEE AL AR ATTAHRE -

BESN - NEBEEE ZHEERIGAMLER 2
TERERRAERE - ARER/ZLF
%%ﬁ(@%*ﬁ%@fﬂ%iiﬁ)Z%ﬁﬁﬁﬁ
A o ANEE B R AT — R FROAEER
EZ%%%V’* ° E%‘Fﬁf’ﬁﬁj/ RAES9A] 5

TER TEBEIZEEENEZLHEE
T3 AR AR

CEC-FFR EHERERARLQE
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NOTES TO THE CONSOLIDATED FINANCIA

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

21. GOODWILL 21. BHE
2021 2020
—T-—F —_T_THF
HK$’000 HK$’000
F#ET FHEIT
Cost 5% 3
At 1 January R—HA—H - -
Arising on acquisition of a subsidiary Ut & — M B A FE L
(note 40(b)) (H1a£40(0)) 2,654 —
At 31 December Rt+t-_A=+—H 2,654 -
Carrying amount IREE
At 31 December Rt+t-—A=+—H 2,654 -

REBAHPRBNHENKERED R
EEPBUEGEHPRENRECELSE

Goodwill acquired in a business combination is
allocated, at acquisition, to the CGUs that are

expected to benefit from that business combination. il - ENRAECSELOT :
The carrying amount of goodwill had been allocated
as follows:
2021 2020
—g-—F —T_THF
HK$’000 HK$'000
F&T FET

226

Others segment — new energy Hib & — HEEiESEEN
vehicles power systems: R :
Green Print Transportation Limited B MAERRA A
(“GPTL") ([#E B 2,654 —
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21.

FINANCIAL STATEMENFS (CONTINUED)

GOODWILL (Continued)

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

The Group prepares cash flow forecasts derived from
the most recent financial budgets approved by the
directors for the next five years with the residual
period using the growth rate of 3% (2020: N/A).
These rates do not exceed the average long-term
growth rate for the relevant markets.

The rate used to discount the forecast cash flows
from the Group’s are 20% (2020: N/A).

For the year ended 31 December 2021 EH Z= T

21.

S e M ERME (R

——%t-A=t-BLFE

B (&)
REeEFEMHNAIEEEETHERERR
emEEFERNAFHEEETET URRE
REEEANTIERRBEERBARER
BRERAEENEARBRNEZBOR
o NEE LA A MR B AT 5 B E K
ﬁF@Z&ﬁ&ﬁiEi Rl sl
BRI K MR KR TIAR S E & B AL
EEBEMENRBATHEBEERXER
BEE -BEENERERBIABEED
NEMHER AP A/EE -

AEEREEEFHEDEEAREF 2
BOEEMIEY « 5:3% (CEZTE T
) i REEARNBEBIRRA LR E
o L MR T 52 TR
R -

AEBERRBARES REMAHNFES20%
F:TER) -

(Zz=%
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NOTES T0 THIHBNSOLIDATED FINANCJA

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

22. OTHER INTANGIBLE ASSETS 22, HihfER E=E
Technology Customer
knowhow relationship Total
K #ThER EFRf% fct
HK$ 000 HK$’000 HK$°000
FiET FET FET
Cost 5%
At 1 January 2020, 31 December W == _;Ei—ﬂ —
2020 and 1 January 2021 A ZZE-TF+=
A=+—RHAR=%
——%—HA—H — — —
Acquisition of a subsidiary I B8 — R BT B A )
(note 40(b)) (K1zt40m)) 833 3,027 3,860
At 31 December 2021 R_TE_—%F+=A
=+—H 833 3,027 3,860
Accumulated amortisation Rty
At 1 January 2020, 31 December W-Z -ZTH— H—
2020 and 1 January 2021 B —ZE-TFE+—
A=+—HBKk=-%
—_—%—H—H — - -
Amortisation for the year FNEHE 8 17 25
At 31 December 2021 WZE_—%F
+ZA=+—H 8 17 25
Carrying amount ARE{E
At 31 December 2021 WZE—_—4F
+=—A=+—H 825 3,010 3,835
At 31 December 2020 RZTZTF
+=-A=+—H — — —
Technology knowhow ¥ #isk 8%
The technology knowhow represents the HMREIREHENEE - ZFAENT
manufacturing of engine motors. The remaining HREHTF RS 9OF (ZZE_ZF : ~NEA) -
amortisation period of the use right is 5.9 years
(2020: N/A).
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22. OTHER INTANGIBLE ASSETS (Continued)

Customer relationship

The customer relationship represents the present
value of the future cash flow attributed to
established customer base and other business
relationships built up by GPT. The average remaining
amortisation period of the customer relationship is
9.9 years (2020: N/A).

,\H%iﬁ%%ﬁl‘? &)

= i F=f-BuLTE

For the year ended 31 December 2021 HZ =%

22. HiwmE&EE (&)

ERRIE

P RR1E 5 B 10 AR [Bl 348 A 12 S R A 24
EFERPHEMEBRENRKRERE
EETE E)f' B R B0 R R B BE A ] R0.9F
TETER) e

_7_

23. CLUB MEMBERSHIP 23. Bfig$E
HK$’000
FET
Cost A
At 1 January 2020, 31 December 2020, N\_ZE_TF-—HA—RA ZZ_FTF
1 January 2021 and 31 December 2021 +-A=+—HB -ZZE=-—%—AH
—BEkZFT_—F+T-HA=+—H 718

The Group’s club membership of HK$718,000 (2020:
HK$718,000) at 31 December 2021 is assessed as
having indefinite useful life because there is no time
limit that the Group can enjoy the services provided
by that club.

AEEBR=—FE-_—F+-_A=+—H2ZZ
FTefEEEATIS0008 T(ZE -84
718,000 L) EN ERAEERAFEAF
B RERAEEZHEZGAATRERS
Z A I AR A o

CEC-FFR EHERERARLQE
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For the year ended 31 December 2021 # ZE =

— 4= F = EHEEE

24. RAMIB A RMIRE
R-Z-——F+=-A=+—0 WBAF
TEHIBEWT

24. INVESTMENTS IN SUBSIDIARIES
Particulars of the subsidiaries as at 31 December
2021 are as follows:

Place of

incorporation/ Issued and fully paid up  Percentage of ownership

establishment and  share capital/registered interest/voting power/

Name operation capital profit sharing Principal activities
M BIRE ERTREREE ElEH#ES RER/
Z8 EihE H#MEF BHERL TEEH
Direct Indirect
B 1
Ka Shui (Holdings) Company Limited BVI US$36,909 100% - Investment holding
EhEEERAA RERLHS 36,909% 7T RERKR
Ample Wealth Developments Limited BVI US$1 - 100%  Investment holding
EYERARAT RERLHS i RERKR
Ka Fung Metal Manufactory Company Hong Kong HK$74,487,660 - 100%  Sale of plastic injection
Limited products and components
RLCBHmMAERRAA 9 74,487,660/ 7T HEEBIZEMRT B
Ka Shui Manufactory Co., Limited Hong Kong HK$10,000 - 100%  Sale of zinc, magnesium and
aluminium alloy die casting
and plastic injection
products and components
EhEGERAA 9 10,000/ 7T HEH  BREACBENZE
AEERRTHME
Ka Shui Technology (Huizhou) Company The PRC Registered capital - 100%  Sale and manufacture of
Limited* HK$430,000,000 magnesium alloy die casting
products and components
EhEE (BN BRAT hE BRIEEN HEREERSCEBERLT
430,000,0007% 7T s
Elegant Shine Investments Limited BVI US$1 - 100%  Investment holding
HEERERRAT RERLHS e RERKR
Ample Wealth Property Developments The PRC Registered capital - 100%  Inactive
(Huizhou) Limited* HK$6,800,000
ZLWEREEM BRAR hE BRIEEN BEER
6,800,000/ 7T
Wing Yu (Far East) Industries Company Hong Kong HK$6,900,000 - 100%  Investment holding
Limited
KR ER)BEEERRA B 6,900,000/% 7T RERKR
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24.

INVESTMENTS IN SUBSIDIARIES

For the year ended 31 December 2021 &

,\H%iﬁ%%ﬁl‘? &)

—Ft+=A=+—AL

553
=

24. RMBRABINRE ()

(Continued)
Place of
incorporation/ Issued and fully paid up Percentage of ownership
establishment and  share capital/registered interest/voting power/
Name operation capital profit sharing Principal activities
HRML/ RIRE ERTRARERE e RER
Z% e H#MEF mHEE TEEH
Direct Indirect
B 1
Huizhou Wing Yu Metal and Plastic The PRC Registered capital - 100%  Provision of surface finishing
Manufactory Company Limited™ HK$4,500,000 treatment services and sale
and manufacture of zinc
alloy die casting products
and components
BMmARLeEHERERAFN $ BRIEEN REXRARERE RHEEREE
4,500,000 70 HEEBBEMRT RN
Ka Yi Technology (Huizhou) Company The PRC Registered capital - 100%  Sale and manufacture of zinc
Limited* HK$20,000,000 and aluminium alloy die
casting products and
components
R EM) BRAR $ BRIEEN HEREEHRRAGEEER
20,000,0007 7T REHMH
Ka Fung Industrial Technology (Huizhou) The PRC Registered capital - 100%  Sale and manufacture of
Company Limited™ HK$132,000,000 products and components
with plastic contents
RLYTEMREM BRAR" $ BRIEEN HEREESEBBHZEMR
132,000,000/ ¢ T
Alphalite Company Limited Hong Kong HKS$1 - 100%  Inactive
RERAERAA BB 18T BEEHK
Ka Shui Metal Manufactory (Shenzhen) The PRC Registered capital - 100%  Sale and manufacture of zinc,
Company Limited™ HK$40,000,000 magnesium and aluminium
alloy die casting products
and component
EheBHEARIDBERAR $ BRIEEN HEREEH ERRASES
40,000,000/ 1T EmRTHH
Alphalite Incorporation USA US$100 - 100%  Trading and marketing of LED
and plasma lighting
products
E3E 100% 7T RELEDREHTRAERZE
HRTIGERE
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24.

INVESTMENTS IN SUBSIDIARIES

24. RIBABMERE (&)

(Continued)
Place of
incorporation/ Issued and fully paid up Percentage of ownership
establishment and  share capital/registered interest/voting power/
Name operation capital profit sharing Principal activities
HERARL/ BRARE ERFTREARERE e RER
Z% EE HAMEF wmHE TEEH
Direct Indirect
HE 1
Ka Shui (USA) Incorporation USA US$5,000 - 100%  Marketing of zinc, magnesium
and aluminium alloy die
casting and plastic injection
products and components,
trading of LED and home
appliance products
e 5,000% 7T ez BREACEERER
AEERRTHHTIHE
EARLEDEREHAZE
%
Kalok Technology Investment Limited BVI US$50,000 - 100%  Investment holding
RAMBREBRAA RBRLHES 50,000% 7T REER
Wuhu Lenka Technologies Company Limited  The PRC Registered capital - 100%  Sale and manufacture of
(“Wuhu Lenka”)>* RMB50,000,000 magnesium alloy die casting
products and components
BB ETENBRERAR ((BNEE]) > T BRIE-EN HEREERSCBBEERLT
AR #50,000,0007C s
Ka Shui Metal Company Limited Hong Kong HK$100,000 - 100%  Sale of magnesium alloy die
casting products and
components
RHeBARANA 5 100,000/ 7T HEBASLERERRTHMN
Katchon Precision Holdings Company BVI US$1,000 - 70%  Investment holding
Limited
RERTHERERAA RBRLHES 1,000% 7T REER
Ka Shui Plastic Technology Company Hong Kong HKS$1 - 100%  Research and development,
Limited trading of germ repellent
plastic related product
ERZEBHRERAF 30 1B REZBEBER HERHEE
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INVESTMENTS IN SUBSIDIARIES

24. RMBRABINRE ()

(Continued)
Place of
incorporation/ Issued and fully paid up Percentage of ownership
establishment and  share capital/registered interest/voting power/
Name operation capital profit sharing Principal activities
HRML/ RIRE ERTRARERE e RER
Z% e H#MEF mHEE TEEH
Direct Indirect
B 1
Goodly Precision Industrial Limited Hong Kong HK$50,000 - 70%  Investment holding
EHEEIXERAA BB 50,0007 7T REER
Goodly Precision (Suzhou) Industrial Limited  The PRC Registered capital - 70%  Research, manufacture and sale
(“Goodly Suzhou”)™ US$5,000,000 of plastic injection moulding
and components of
car-related products
SHERIEEHM BRAR HE BRIEEN AERBERCEBIEREH
(T M 1) 5,000,000% 7T h2HE - EERHE
Huizhou Ka May New Material Technology ~ The PRC Registered capital - 70%  Inactive
Company Limited* RMB1,000,000
BMEERMERBEERATY HE BRIEEN BEEH
AR 1,000,000
Ka Shui Aluminium Technology (Shenzhen) — The PRC Registered capital - 70%  Research and development and
Company Limited* RMB10,000,000 trading of aluminium related
products
BRI BR AR HE BRIEEN RERERIHERES
AR %10,000,0007
Pioneer Lead Global Enterprises Limited BVI US$1 - 100%  Investment holding
FRBERCEBRAR HBRLHES e REER
Nobel Development Limited Hong Kong HKS$1 - 100%  Investment holding
ERERERAA BB 18T REER
Shuilong Green Transport Company Limited  Hong Kong HK$10,000 - 70%  Repair and maintenance of
motor vehicles for
commercial use and sales of
special purpose vehicles
hEKEERAA 5 10,0007 7T BERREERERHEERT
BEEH
Orient World International Limited Hong Kong HKS$1 - 100%  Investment holding
HEBERERRA 5 BT REER

CEC-FFR EHERERARLQE
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24.

INVESTMENTS IN SUBSIDIARIES

24. RIBABMERE (&)

(Continued)
Place of
incorporation/ Issued and fully paid up Percentage of ownership
establishment and  share capital/registered interest/voting power/
Name operation capital profit sharing Principal activities
A BIRE ERTREREE e RER
Z% EE HAMEF wmHE TEEH
Direct Indirect
HE 1
Ka Shui (Malaysia) Sdn. Bhd. Malaysia MYR1 - 100%  Inactive
SRAED 1ERAET BEEL
Innoka Trading (Huizhou) Company The PRC Registered capital - 100%  Trading of healthcare products
Limited 2* RMB100,000
WEZES (BN BRAF HE &R AR #100,0007 REEEERES
Kamay New Material Technology (Yulin) The PRC Registered capital - 100%  Inactive
Company Limited”* RMB10,000,000
RREHMHBE (R BRAT HE AMEAARE EEEHG
10,000,0007C
Good Hero Development Limited Hong Kong HKS$1 - 100%  Investment holding
ERERERAR 30 187 REER
Ka Shui Holdings (Macau) Company Limited ~ Macau Registered capital - 100%  Inactive
MOP25,000
B ER ORM) —ABRAR R & 425,00002 7T EEEHG
Capital Link Holdings Limited Hong Kong HKS$1 - 100%  Investment holding
RREEERAA 30 18T REER
Green Print Transportation Limited Hong Kong HK$10,000 - 70%  Provision of new energy vehicle
power systems
BEXBERAR 30 10,0007 7T REFERTEDNESR
# Registered as a wholly foreign-owned enterprise under the # BERBREEFMAEIIEBELE -
PRC law.
s Registered as a company with limited liability under the PRC a BEOE ERTMAEREEAT
law.
* English translation of the name is for identification purpose * LB BXEEOM ST -
only.
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25.

FINANCIAL STATEMEN'FS' (CONTINUED)

INVESTMENTS IN SUBSIDIARIES
(Continued)

As at 31 December 2021, the bank and cash
balances and restricted bank deposits of the Group’s
subsidiaries in the PRC denominated in RMB
amounted to approximately HK$65,886,000 (2020:
HK$138,112,000). Conversion of RMB into foreign
currencies is subject to the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations.

INVESTMENT IN AN ASSOCIATE

For the year ended 31 December 2021

24.

25.

S e M ERME (R

== e H= o — AR

RELBNIRE ()

R-ZZE-_—F+-A=+—H A&£ER
#lZWEQﬂMAEM%@%ﬁﬁ&ﬁ

& R AR HIR1T 17 3R #165,886,000
/ﬁn(_?_?i 138,112,000/ 7T) ° #%
AR 5 300A 9N 78R 15 B A (O '
GO R(ERE SEMNESTERTE)E
1T

FLTHRE

Unlisted investments

2020

—TTHF

HK$’000 HK$'000
FET 78T
8,949 8,691

The amounts due from/to an associate are
unsecured, interest free and repayable on demand.

Details of the Group’s associate at 31 December
2021 are as follows:

FEUFEI B & A F] %E%ﬁﬁﬁ RER
At BRI ER

R_E-_—F+_A=+—BAEEZH
BRREMNT

Percentage of

ownership
Place of Issued and fully paid interest/voting
incorporation/ up share capital/ power/profit
Name registration registered capital sharing Principal activities
31 3-
ERTRAR BRER/
2% it B BE/EREEX BHESE  EEEH
Huizhou Intelligent Foundry The PRC Registered capital 46% Research and development,
Industry Light Alloy RMB20,000,000 manufacture and trading of
Innovation Center Company light alloy moulds
Limited"*
BINAZBREEERXLEE HH &R 46% BEEEAZHE EER
EFROERA A" AR #20,000,000 g5
T
* English translation of the name is for identification purpose * B2 BEERHEEA -

only.

CEC-FFR EHERERARLQE
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25. INVESTMENT IN AN ASSOCIATE 25. REENT2RE (&)
(Continued)
The following table shows, in aggregate, the Group’s TREINAEBUEBRSTEARZHAE
share of the amounts of all individually immaterial BRISEEEHE N #HOSEAE :
associates that are accounted for using the equity
method:
2021 2020
—B-—% —TETF
HK$’000 HK$'000
F&iT FET
At 31 December: R+=—A=+—8:
Carrying amounts of interests EmREE 8,949 8,691
Year ended 31 December: BEZE+=-A=+—H
IEEE:
Profit/(loss) from operations st/ (BE) 45 (872)
Total comprehensive income 2HEINE AT 45 (872)
As at 31 December 2021, the bank and cash RZFEZ—F+ZA=+—8 x&EEHR
balances of the Group’ associate in the PRC FEZEERAIAARBEENRITRIR
denominated in RMB amounted to approximately S EHAK1,915,0008 L (ZE T F :
HK$1,915,000 (2020: HK$5,473,000). Conversion of 5,473,000 7C) ° #§ AR H IR ABINEER
RMB into foreign currencies is subject to the PRC’s B BB CHOME B IR G RCAEEE - SER
Foreign Exchange Control Regulations and NEEEHRTE)HET -

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

26. DERIVATIVE FINANCIAL LIABILITIES 26. fTEEREE
2021 2020
—F-—% —E_TF
HK$’000 HK$'000
FET FEor
Financial liabilities SRBE
Fair value of cross currency interest 32 X & Fl| & 5 B )
rate swaps ~E{E 3,486 1,341
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26. DERIVATIVE FINANCIAL LIABILITIES 26. TTHEEmEE (&)

(Continued)

The cross currency interest rate swaps are measured R X EWF| &5 88 iz A EF ABImAT
at FVTPL. The Group has entered into cross £ o AEEDF VR XEMEREIFH - LAE
currency interest rate swaps to sell EURO (“EUR”) FEERMEHERT (BT KEAA
and buy RMB at fixed exchange rate and interest RE -TAETEMNAFEDLEBIITIRT
rate. The fair value of the derivatives are determined REFEMEEZRFROMHRBEE
with reference to the EURIBOR plus a spread and UAREHHEHETERAEERMEE -

the market forward exchange rate at year end, and
the fixed forward rates stated in contracts.

The notional amounts of EUR cross currency interest BMITRXRYXEEFN RN EZREER
rate swaps are EUR2,770,000 (2020: EUR2,770,000) 2,770,000 7C (_2_ 4+ 2,770,0008%
and EUR2,570,000 (2020: EUR2,570,000). L) %2,570,000 Tt (Z T =& & :

2,570,00087T) ©

27. INVENTORIES 27. F&
2021 2020
—T-—F —E-EF
HK$’000 HK$'000
FETT F&T
Raw materials JR# ¥ 77,022 56,568
Consumables supplies and spare JERE e R R T A
parts 11,482 13,935
Work in progress &M 106,919 72,558
Finished goods UK 84,553 93,493
279,976 236,554
Less: Allowance for inventories B FEERE (70,613) (55,888)
209,363 180,666
28. TRADE AND BILLS RECEIVABLES 28. EZNEBERKMIE
2021 2020
—ET-—F ZTEZTF
HK$’000 HK$'000
FETT FE&ET
Trade receivables B 5 GRIA 445,961 390,881
Bills receivables 1R e W R IR 7,121 3,395

453,082 394,276
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28. TRADE AND BILLS RECEIVABLES 28. EGREBEWIKE(E)
(Continued)
The Group’s trading terms with customers are mainly REBHEP 2R HEBMEEFREST -
on credit. The credit terms generally range from 30 FEEH—RBNTHEE AGREI0AE120
to 120 days (2020: 30 to 120 days) after the end of B(ZZ=-ZFF:30BE1208) - #L&EF
the month in which the invoices issued. Each EE=EERE NEBEBOBREESE
customer has a maximum credit limit. The Group REZBEWHIE BESTHBRTBER
seeks to maintain strict control over its outstanding NEEer - B RWIE (R BEE) ZEE
receivables. Overdue balances are reviewed regularly BHZBREC DTN T -
by the directors. The ageing analysis of trade
receivables, based on the invoice date, and net of
allowance, is stated as follows:
2021 2020
—ET-—%f —EFF
HK$’000 HK$'000
F#EIT FET
0 to 30 days EE30H 181,915 173,159
31 to 60 days 31HZE60H 135,361 108,461
61 to 90 days 61HZ90H 101,984 87,624
91 to 180 days 91HE180H 25,940 21,460
Over 180 days 180H M 1,114 767
446,314 391,471
Less: Allowance for bad and doubtful & : 2285 K& R IR B &
debts (353) (590)
445,961 390,881

As at 31 December 2021, total bills received
amounted to approximately HK$7,121,000 (2020:
HK$3,395,000) are held by the Group for future
settlement of trade receivables. The Group continues
to recognise their full carrying amounts at the end of
the reporting period. All bills received by the Group
are with a maturity period of less than one year.

At 31 December 2021, an allowance was made for
estimated irrecoverable trade and bills receivables of
approximately HK$353,000 (2020: HK$590,000)
(note 6(b)).

Ka Shui International Holdings Limited Annual Report 2021

RZBEZ—F+ZA=+—8 A£EH
BEWH A EELAZEL7,121,0008 T (=
?_?i 3,395,0007% 7T ) LA FA 1 A 2R fE LUt
FIEMEE - AEERRERREERER
H2HRmE AEBEBNITEZEN
EIHRERRR 9 DI —4F o

R —F+-A=+—8 " sEst~+
TH&@E%&%FEH&*HE{’EmﬁéﬁZ’J
353,000/ 7t (ZF = Z £ : 590,0007% JT)
(FzE6(D)) °



28. TRADE AND BILLS RECEIVABLES

29.

(Continued)

d ‘\«\

For the year ended 31 December 2021 EH Z= T

28.

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

D FINANCIAL STATEMENFSI (CONTINUED)

S e M ERME (R

SESEY TN

‘ﬂll‘s}

= H
ﬁ%ﬂﬂ?

= i F=f-BuLTE

IE (na)

FEUWRIE R BREE A N5 B ¥

2021 2020
—E=-—f§ —E-FF
HK$’000 HK$’000
F#ET FET
HK$ BT 21,896 30,663
Usb EV 320,255 271,186
RMB AR 103,825 88,483
Others HAh 338 1,139
446,314 391,471
Less: Allowance for bad and doubtful & : #28E & REE > B
debts (353) (590)
445,961 390,881
CONTRACT ASSETS/CONTRACT 29. BNEE AHNERE
LIABILITIES
2021 2020
Contract assets BHEE —E-—% —EFE-F
HK$’000 HK$’000
F#ET FET
Arising from sales of moulds HEEHEMES - 1,472
Arising from sales of OEM Products — HRRERIEE REEFT
EXE 14,132 11,126
14,132 12,598
Receivables from contracts with BEMIEREERE 155
customers within the scope of BRNERF &K B
HKFRS 15, which are included in FE(EBREEIBSEE
“Trade and bills receivables” BREWKEIEIA) 453,082 394,276
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29.

 E_T_—F+-_A=+—HIEEE

CONTRACT ASSETS/CONTRACT
LIABILITIES (Continued)

Amounts relating to contract assets are balances due
from customers under sales contracts that arise
when the Group’s unconditional right to receive
payments from customers is not in line with (i) the
progress of the OEM Products manufactured under
contracts in which the Group has enforceable right to
payment; and (i) when the control of moulds which
are billed together with products is passed to
customers. Payment for OEM Products and moulds
is not due from the customer until the products are
delivered to the customer, and therefore a contract
asset is recognised (i) over the period in which the
OEM Products are manufactured and (i) when the
control of moulds are transferred to the customers to
represent the Group’s right to consideration for the
services transferred to date.

The increase in the contract assets balance in
current year is the result of the increase in OEM
products manufactured transfer to customers during
the reporting period.

None of contract assets that is expected to be

recovered after more than one year (2020:
approximately HK$1,414,000).
Contract liabilities EHEE

29.

BREE ERNEE &)

HENWEENBNEBEREATHE ZER
IR 2 P U ERERIR 2 B A B AT A —B() 12
AEBEERABHNTRZANMEE
MRBEEEERAOEE - K () EER—H
BHRECRAZRGREBRERFE &
ERREFPHEAONER RERRXHN
BEPE BUREPHNRERBEREER N
BEANFR - Bt - SHEERNA TERK
RORBEREERLEEDRME - MR
HAEtlgEBesgr (AAXKECEBLZS
RIERF K ERE) B -

AEEANEERABEMEARBRENA
FENRREREERERLETPE MR
B o

MERBREN —FEA LWENEHNEE (Z
T T4 491,414,000 7)) ©

Billings in advance of performance
obligation arising from sales of OEM
Products

HERRBREERES
B #) B Z M TRURIR

2021 2020
—F-—% —T_TF
HK$’000 HK$'000
FHET FET
7,854 14,031

Contract liabilities relating to sales of OEM Products
and moulds are balances due to customers under
contracts with customers. They arise because
customers pay deposits for the sales contract which
exceed the revenue recognised to date.

Ka Shui International Holdings Limited Annual Report 2021
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29. CONTRACT ASSETS/CONTRACT 20. BHEE ESHEEE)
LIABILITIES (Continued)
The significant decrease in the contract liabilities AFEEANABESRRNERL  FEZH
balance in current year is mainly due to the decrease RS B BB P~ TR REOR 2 Ffr@( °
in advances received from customers during the
reporting period.
Movements in contract liabilities: EHBEES
2021 2020
—gT-—F —TTF
HK$’000 HK$’000
FET FET
Balance at 1 January arising from HERZBREERN —A
sales of OEM Products —H#& 14,031 1,005
Decrease in contract liabilities as a ¢WEEE Hﬁl]\%ﬁl Hak
result of recognising revenue during R BEETABTINALE
the year was included in the {EW
contract liabilities at the beginning of
the period (14,031) (1,005)
Increase in contract liabilities as a HERZBREERREA
result of billing in advance of sales WBRREERANAR
of OEM products and moulds o 7,786 13,898
Effect of foreign exchange rate fEXSan e
changes 68 133
Balance at 31 December R+ZA=+— 7,854 14,031
RESTRICTED BANK BALANCES AND 30. BRHIRTEFHERITRIRELER

30.
BANK AND CASH BALANCES
The Group’s restricted bank balances represent
balance of approximately RMB1,664,000 (equivalent
to approximately HK$2,029,000) (2020:
RMB1,659,000 (equivalent to approximately
HK$1,975,000)) to guarantee for the use of natural
gas in the PRC.

The cash at banks earned interest at floating interest
rates ranging from 0.001% to 0.35% per annum
(2020: 0.001% to 0.35% per annum).

AEEBMERFNBITEREARELY
1,664,0007T (#8571 #92,029,000/8 75) (=
T - TF o ARE1,659,0007T (FHE R4
1,975,000/ 7)) tEARFEFERRXARZ
R -

BT FERIZTF0001EER035EB (=T =
TH: BF0.001EZE0.35F) #))F B | %
BRERAI B, -

CEC-FFR EHERERARLQE
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30. RESTRICTED BANK BALANCES AND
BANK AND CASH BALANCES
(Continued)

The carrying amounts of bank and cash balances are

30. BERFIMITERERITRECHEER
(&)

RITRBSEHRZIEEELATIERERE

denominated in the following currencies: fiL :
2021 2020
—E-—%§ —E-FF
HK$’000 HK$'000
F#iT FET
HK$ BT 37,432 27,172
Usb E 158,458 89,714
RMB AR 83,802 137,230
EUR BT 891 2,499
Others EAth 100 71
280,683 256,686

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

31. TRADE PAYABLES, OTHER PAYABLES
AND ACCRUALS
The ageing analysis of trade payables, based on the
date of receipt of goods, is as follows:

WRIE A B CHNEE B G)) K (AERE - EEE
RNEERRE)  AEBEEAFAERE
RERRIMEEBNRITUARE ]I

31. BESZENFIE  Ht BN RERE
sTEH
B 5 M OB RS B R BRI S AT
mE

2021 2020

—B-—% —EEHF

HK$’000 HK$'000

FET FHETT

0 to 30 days 0230H 72,849 80,976
31 to 60 days 31260H 58,065 53,568
61 to 90 days 61E90H 40,400 31,903
91 to 180 days 912180H 32,944 14,456
Over 180 days 180H LA 5,677 8,416
209,935 189,319
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TRADE PAYABLES, OTHER PAYABLES 31. BESEMNNIE - HLEMNRIBERE
AND ACCRUALS (Continued) FEA (&)
The carrying amount of the Group’s trade payables AEBEZENRERAEATIEY R
are denominated in the following currencies: WAL
2021 2020
—T=-—%f —TE-TF
HK$’000 HK$'000
FET FET
HK$ BT 3,475 4,418
usD ETT 29,862 28,368
RMB AR 176,598 156,533
209,935 189,319
Other payables and accruals comprise the following: HiENFIBREFERBENTEIEA
2021 2020
—¥-—F —EEF
HK$’000 HK$'000
FET FET
Accrued wages EBETTE 42,556 41,012
Other accrued expenses EMETER 44,885 36,924
Other payables o FE T 50R 16,360 21,157
103,801 99,093
The carrying amount of the Group’s other payables AEBHMENRERETERNEREE
and accruals is denominated in the following BIATE®DIE
currencies:
2021 2020
—E-—F —_T_THF
HK$’000 HK$'000
FET FHET
HK$ BT 7,873 8,400
UsD EP 8,733 10,173
RMB AR 87,195 80,520
103,801 99,093
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32. BORROWINGS 32. &R
The analysis of the carrying amount of borrowings is EBERMEMEI AT
as follows:
2021 2020
—E-—%5 —E-EHF
HK$’000 HK$'000
F#EiT FET
Current liabilities nRBAE
Portion of bank borrowings due for B —FRZIHEENETT
repayment within one year B3 36,000 40,997
Portion of bank borrowings due for ~ ZBR—FEIHEENEE
repayment after one year which REREBERORITE
contains a repayment on demand ER 1D
clause 96,858 65,961
132,858 106,958
Non-current liabilities FRENEME
Portion of bank borrowings due for ~ ZBR—FEEHEENTE
repayment after one year which do & ZRKEEKERNETT
not contain repayment on demand B3 E D
clause 10,500 46,500
Loan from non-controlling interests SEEMRE RN ER (H L)
(note) 803 -
11,303 46,500

The interest-bearing bank borrowings, including the FFERITER (BEAKRERKEENETE

bank borrowings repayable on demand, are carried at FO TR A ER o /,\EA FirEE
amortised cost. None of the portion of bank BENBRERERBEERRESDEARDE

borrowings due for repayment after one year which ERRITE N Tﬁ?ﬁi,ﬁﬂﬁfﬁﬁé\—iw/mﬁ °
contain a repayment on demand clause that is
classified as current liabilities is expected to be

settled within one year.

244

Note:

The loan from non-controlling interests requires the Group to repay
according to certain conditions are to be satisfied. Approximately
HK$803,000 represents the estimated fair value of this loan amount
at the inception date (note 40(b)). The loan is unsecured and
repayable within 3 years. The conditions of repayments to non-
controlling interests are based on the accumulated audited profit
before tax of GPTL for the three financial years ending 31
December 2024 are set as below:
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32. BORROWINGS (Continued) 32. B (&)

Note: (Continued) et - (8)

- less than US$96,500, only HK$1,500,000 with no interest - K74 96,5003 7T * {£1,500,0007 L 5H &
bearing;

— more than US$96,500 but less than US$192,300, only — B i596,500% LB K 192,300k jr * 1#
HK$3,000,00 with no interest bearing; or 3,000,008 CFEFE 3k

- more than US$192,300, HK$4,500,000 with interest bearing - #8348 192,3003 7T * 4,500,000 JT 17 & F| &
3.5% per annum. 3.5%:H 8 °

At 31 December 2021, interest-bearing bank loans RZEBEZ—F+ZA=+—8 " ZHEE

were due for repayment as follows: RFTBIRITERAT ¢

2021 2020
—®Z—-F —FFF
HK$°000 HK$'000
FETT FET

—FREHEERTT

Portion of bank borrowings due for

\\\
iz %

repayment within one year ExEHm 36,000 40,997
Portion of bank borrowings due for AR —FEFIHEENE
repayment after one year which Bz%iﬂf‘“if #XE’J%ETTE
contains a repayment on demand KEBD (Het (@) -
clause (note (a)):
After 1 year but within 2 years —FZEEMEZA 88,525 55,280
After 2 years but within 5 years MFEZBERFZA 8,333 10,681
96,858 65,961
Portion of bank borrowings due for AR —FEIHEENTE
repayment after one year which do B EREBERAIRTT
not contain a repayment on BREH -
demand clause:
After 1 year but within 2 years —FZEEMEZA 10,500 36,000
After 2 years but within 5 years MEZEBBRAFZR - 10,500
10,500 46,500
143,358 153,458
Note: Htat -
(a) The amounts due are based on the scheduled repayment (@) RENEER RSN BT ERRAE
dates set out in the loan agreements and ignore the effect /% Iﬁ.ﬁ'&ﬁﬁﬁgiﬂﬁLM B o

of any repayment on demand clause.
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For the year ended 31 December 2021

32.

E-F--FT-ASt+ HLER

BORROWINGS (Continued)

Six (2020: Six) of the bank facilities are subject to
the fulfilment of covenants relating to certain of the
Group’s financial ratios, as are commonly found in
lending arrangements with financial institutions.
Should the Group breach the covenants, the drawn
down facilities would become repayable on demand.
In addition, some of the Group’s bank loan
agreements contain clauses which give the lenders
the right at their sole discretion to demand
immediate repayment at any time irrespective of
whether the Group has complied with the covenants
and met the scheduled repayment obligations.

The Group regularly monitors its compliance with
these covenants, and is up to date with the
scheduled repayments of the bank borrowings.
Further details of the Group’s management of
liquidity risk are set out in note 6(c). There have been
no breaches in the financial covenants of any
interest-bearing borrowings for the years ended 31
December 2020 and 2021.

The interest rates of the Group’s bank borrowings at
31 December were as follow:

32.

'fﬂ-/TA(é‘ )

ﬁéﬁ%$ﬁl ?%%ﬁ72¥- %

TREARHRRSBBB T2 ER T
T - ﬁ$%l@&ﬁ%¥- BlE®A
TREBRAREREE - 1o - AEEE
FRAERGEZ BRFETERALE
B B 2 S B R M
T4 30 74 S5 B 2 5 0 P 05 T L O
W -

AEBETHEENEFRFE BT TRE

RITEFNREERRELEE - AEE
ZHIR B E SRR A HE — P IB RN M

6c) e REIZ-_TE_TFN T -—F+=
AZ+—BLFE  #BEEREMATEE
R TEREE -

AEBOBRITEFRTZA=+—B8F
g/

2021 2020
—FT=-—%5 —ET-=F

% %

per annum per annum

:3:3 55

Bank loans RITER

1.7% to 2.5%

2.0% to 2.5%

Bank loans are arranged at floating rate, thus
exposing the Group to cash flow interest rate risk.
Loan from non-controlling interests is arranged at
fixed rate and exposed the Group to fair value
interest rate risk.
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32.

33.

BORROWINGS (Continued)
The carrying amount of the bank borrowings is
denominated in the following currencies:

m e B RRAE(R)

For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

32. f&K (&)
SRAT I BRAR B LA T 5 &% st H B AT

2021 2020
—T-—% —TFTHF

HK$’000 HK$’000

F#ET FET

HKS$ BT 114,833 108,447
EUR BT 28,525 45,011
143,358 153,458

BANKING FACILITIES

As at 31 December 2021, the Group had available
banking facilities of approximately HK$565,260,000
(2020: HK$719,755,000), which were utilised to the
extent of approximately HK$143,000,000 (2020:
HK$153,000,000). These banking facilities were
secured by corporate guarantees provided by the
Company and certain subsidiaries of the Group.

RITEE

R-E-_—F+-_A=+—H K&EETA
A R1T{E B A 49565,260,0007 7T (=
T - 719,755,000 7C) - M E A
HIEEE 5 #9143,000,000/8 7L (Z T T4 :
153,000,000/ L) ° L FRITEEUER R
AINAEEREHBARIREMDEER
{EBILIR -

33.
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34. LEASE LIABILITIES

B H '

Present value of
Minimum lease payments minimum lease payments

RERERE RIEEEMRRRE

2021 2020 2021 2020
HK$’000 HK$ 000 HK$’000 HK$ 000
F#T FET FETT FET
Within one year —FR 9,422 9,622 8,894 9,033
More than one year but not ~ —&F LA E{ET BB F
exceeding two years 4,538 6,962 4,387 6,742
More than two years, but not &L HETBBERSE
more than five years 1,286 2,330 1,195 2,303
15,246 18,914 14,476 18,078
Less: Future finance charges il : RIEEE & A (770) (836) N/ATERA  N/ATEA
Present value of lease HERERE
obligations 14,476 18,078 14,476 18,078
Less: Amount due for B T ZEARBEES
settlement within 12 2B (BIRRR
months (shown under BEEEBET)
current liabilities) (8,894) (9,033)
Amount due for settlement TEAA®BIEBESZ
after 12 months IR 5,582 9,045

The weighted average incremental borrowing rates
applied to lease liabilities is 5.3% (2020: 4.0%).

Lease payables are denominated in following
currencies:

FERRAEaENINEFISES ERFX
BB3% (ZEETF 1 4.0%) °

ENBEET R T E%FHE :

2021 2020
—E-—f —E-TF

HK$’000 HK$’000

F#ET FHEIT

HK$ BT 3,666 1,464
UsD E 2,929 4,710
RMB AR 7,881 11,904
14,476 18,078

Ka Shui International Holdings Limited Annual Report 2021
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For the year ended 31 December 2021 #ZE— —F+-A=+—ALEE

FE FINANCIAL STATEMENTS (CONTIN

DEFERRED TAX ASSETS/LIABILITIES 35. EERIBEBEE B
The following is the deferred tax liabilities and assets NTARAAEERFEFACERAIELEHIES
recognised by the Group, and the movements BEREEHEMABAED :

thereon, during the year:

Deferred tax liabilities: FRIERIBEEE

Temporary
differences Fair value
Undistributed  Accelerated Revaluation of  arising from adjustment on
earnings of tax leasehold  the adoption business
subsidiaries  depreciation lands of HKFRS 15  combination Others

ROFEME
REEA
HEBAT HELH H15MELZ  EHEHH
FARZEH MERERE BEEf ATERE
HK$'000 HK$'000

At 1 January 2020 RZZE-Z2FE—-Ff—H = 62 36,853 1,208 = 93 38,216
Charge to other comprehensive  RERXZEEH 2 E

income for the year gz - - 1,389 - - - 1,389
Effect on deferred tax balances ~ BiRHEHE 2k

resulting from a change in wPEERBESRE

tax rate in other ¥e

comprehensive income - - (12,880) - - - (12,880)
Effect on deferred tax balances i & EHBEFEL

resulting from a change in RELEBRNT 2

tax rate in profit or loss (Hi£13)

(note 13 - - 1,390 - - - 1,390
Charge/(credit) to profit or loss ~ RERNE/ (A E

for the year (note 13) B (Hit13) 5,052 62) (765) (873) - (15) 4,237
Exchange differences EXES - - 2,220 38 - - 2,258
At 31 December 2020 and RZZZ%F

1 January 2021 +ZA=T-Bk

—Z--F#-f—H 5,952 - 28,207 373 - 78 34,610

Charge to other comprehensive  RERTEEEM2E

income for the year L& - - 943 - - - 943
Acquisition of a subsidiary WE—-ENEAR - - - - 637 - 637
Withholding tax paid BIEM (2,744) - - - - - (2,744)
(Credit)/charge to profit or loss ~ RER(AK)/ZEE

for the year (note 13) B (H#13) - - (963) (377) - 23 (1,317)
Exchange differences EXESE - - 506 4 - - 510
At 31 December 2021 RZEZ-F

+-F=+-A 3,208 - 28,693 - 637 101 32,639
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

35. DEFERRED TAX ASSETS/LIABILITIES

(Continued)
Deferred tax assets:

35.
EEFIAEE

Fair value
adjustment on
business
combination
EHB A
ATEHE
HK$'000

Decelerated tax

Tax losses depreciation

HEBE
HK$'000

Tt —

iﬁiiiﬁlﬁ?ﬁ%

==

ELEHREEE8E (&)

Total

@t
HK$'000

Tt —

At 1 January 2020 R-ZE-FF—-f—H 11,364 - 149 11,513
(Charge)/credit to profit or loss ~ RER (X&) AEEBH

for the year (note 13) (H5213) (1,790) 381 (37) (1,446)
Effect of change of tax rate o~ RENF RN EHBHR

profit or loss for the year TE(Wit13)

(note 13) (4,611) - - (4,611)
Exchange differences EREE 463 - 9 472
At 31 December 2020 and EA_ T-% ¢+ A=1—

1 January 2021 “E-—-f—f-H 5,426 381 121 5,928
(Charge)/credit to profit or loss E’\\‘EW YR/ ARERR

for the year (note 13) (H#13) (4,541) 17 (24) (4,548)
Exchange differences ERESR 76 - 2 78
At 31 December 2021 R-E-—%

+-A=1+-H 961 398 99 1,458
The following is the analysis of the deferred tax MEEHMBIRARME - BEHIBLERR (K
balances (after offset) for consolidated statement of H1B) 29T -
financial position purposes:
2021 2020
—E-—%f —EEHF
HK$’000 HK$'000
FET FHETT
Deferred tax liabilities BEHIAAE 31,280 28,803
Deferred tax assets BERIEEE (99) (121)
31,181 28,682
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35.

FINANCIAL STATEMEN'FS' (CONTINUED)

DEFERRED TAX ASSETS/LIABILITIES
(Continued)

At 31 December 2021, the Group had unused tax
losses of approximately HK$250,755,000 (2020:
HK$236,338,000) which are available for offset
against future profits. A deferred tax asset has been
recognised in respect of approximately
HK$6,408,000 (2020: HK$36,175,000) of such
losses. No deferred tax asset has been recognised in
respect of the remaining tax losses due to the
unpredictability of future profit streams. Included in
the unrecognised tax losses are losses of
approximately HK$31,061,000 (2020:
HK$23,006,000) which may be carried forward
indefinitely. The remaining unrecognised tax losses of

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

35. IEEMIEBEE EE (&)
R-E-_—F+-_A=+—H Xx£EEH
2R E) A A T8 5 48 49250,755,0008 T (=&
— Z4F : 236,338,000 Jr) 7] 4 4K $5 K K
i | o B 3% & B9 18 496,408,000/ L (=&
—Z 4 : 36,175,000/ 70) BRAELTFHE
BE BMERZSHNGHNEBERER AR
ERIBEE  BHAREETERIEFITRA
AR IBE B B IEEE 431,061 ooo
BT (ZZF = Z 4 : 23,006,000 7T)
PR E A e o ﬁ%TZ?EﬁEuJRIEEﬁEZﬁ
213,286,000 L (=& = T F
177,157,000/ 7T ) # 7 T 51| AR FE &I B8 -

approximately HK$213,286,000 (2020:
HK$177,157,000) will expire as follows:

2021 2020
—T-—5 —EETF
HK$’000 HK$'000
FET FET
Year 2022 —E-— 1,584 12,205
Year 2023 - @ —=%F 9,686 9,926
Year 2024 —TF 17,676 18,163
Year 2025 —E-RF 2,036 2,040
Year 2026 ZEZRF 51,276 9,074
Year 2027 _7_I:¢ 126,176 123,172
Year 2029 —EhF 845 825
Year 2031 - @ = 2,244 -
Year 2037 —E=tF 1,763 1,752
213,286 177,157

At 31 December 2021, the aggregate amount of
temporary differences associated with undistributed
earnings of subsidiaries operated in the PRC is
approximately HK$61,959,000 (2020:
HK$32,835,000). No liability has been recognised in
respect of these temporary differences because the
Group is in a position to control the timing of
reversal of the temporary differences and it is
probable that such differences will not be reversed in
the foreseeable future.

RZE-—F+-A=+—H EHFERZ
@zr&ﬁ%@—TZﬂi";‘)ﬁEﬂ*ﬁﬁﬁZﬁﬁ%ﬁ
EE 48 B 5 4961,959,00058 70 (- T — T4 ¢
32,835,000 7T) ° AN B B E R £ FE
BREE REAAEBEIEHERES
RO B MZEEE TR A BXR
2R [B1 48 o

CEC-FFR EHERERARLQE
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

36. SHARE CAPITAL 36. B
Number of
Shares Amount
v 8 4= &8
HK$’000
FET
Authorised: JETE
Ordinary shares of HK$0.1 each SREEO. 1/%7EE’thiEHx
At 1 January 2020, 31 December RZZBZTF—H—H -
2020, 1 January 2021 and $_$$+_ﬂ:+—
31 December 2021 H-ZZ=-—%—H—H
T —%+=H
=+—H 5,000,000,000 500,000
Issued and fully paid: 28T REUE
Ordinary shares of HK$0.1 each %@fﬁo 1B TTH LB
At 1 January 2020, 31 December A\ZT=EF—HA—RA- =
2020, 1 January 2021 and ZTE+_A=+—
31 December 2021 H - ZZ=-—%—H—H
r=ZFEZ—%+=A
=+—H 893,761,400 89,376

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

The capital structure of the Group consists of cash
and cash equivalents and total equity, comprising
issued share capital, reserves, retained earnings and
non-controlling interests. The directors of the
Company review the capital structure on a semi-
annual basis. As part of this review, the directors
consider the cost of capital and the risks associated
with each class of capital. Based on
recommendations of the directors, the Group will
balance its overall capital structure through the
payment of dividends, new share issues and share
buy-backs as well as the issue of new debt or the
redemption of existing debt.
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FINANCIAL STATEMENFS (CONTINUED)

36. SHARE CAPITAL (Continued)

The net debt to equity ratio at the year end is as
follows:

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

36. AN (&)
RELNBEFREERLRNT

2021 2020

—F-—% —T_TF

HK$’000 HK$'000

F#ET TET

Debt (note (a)) B & (Kit(@) 158,637 171,536

Less: Restricted bank deposits B BRBIRITE R (2,029) (1,975)

Bank and cash balances RITRIE© & (280,683) (256,686)

Net debt BEFE (124,075) (87,125)

Equity (note (b)) Wz (K73t b) 1,294,402 1,179,308

Net debt to equity ratio BEFEEAEREE N/AF#E A N/A 3 B

Notes: Hiat -

(@) Debt is defined as borrowings and lease liabilities as detailed (a) BEDATABRLAERE  BEFBIRN

in notes 32 and 34 to the consolidated financial statements.

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

The only externally imposed capital requirements for
the Group are (i) in order to maintain its listing on the
Stock Exchange it has to have a public float of at
least 25% of its shares, and (i) to meet financial
covenants attached to the interest-bearing
borrowings. The Group receives reports from major
shareholders and other connected persons on any
changes in shares held by them to ensure the
continuing compliance with the 25% limit throughout
the year. As at 31 December 2021, 34.12% (2020:
34.12%) of the shares were in public hands. There
have been no breaches in the financial covenants of
any interest-bearing borrowings as at 31 December
2020 and 2021.

IRE VB mRMT32K%34 ©

(b) RaBEAEEMBERRHE -

RNEEW —RINEKIEZERBEAONEET
DI25% 7 RBEERE NGB~
AL - R (i) BT R R B R %R
e REHEKETSMEREMEEEA LTI
ﬂﬁ%ﬁ%%%ﬁ%%ﬁZEﬁﬁﬁmﬁ
& DUREIRF AR E BT 25% KIPRHl ©
T-—F+=ZA=+—8" Mwmﬂ_y_
$$ 34.12%) 2B ARIEHE - REZE
—ECRFR-_F-_—F+=-A=+—H
IFE BEEREMRGEERZHBE
‘E‘go
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

COMPANY

(a)

37. STATEMENT OF FINANCIAL POSITION 37. KRR BBBEMR TR FEEEE
AND RESERVES MOVEMENT OF THE
Statement of financial position of the (a) EATIBMBRAFE
Company
2021 2020
—E-—% —E-F
Note HK$’000 HK$’000
Bt FET FET
Non-current assets EREBEE
Investments in subsidiaries RHEBARMIEE 467,040 466,940
Current assets RENEE
Prepayments, deposits and TERT A Bz%&
other receivables H Ath JiE Uk R 234 226
Bank and cash balances ﬁEﬁ&fﬁﬁéﬁﬁ% 495 368
729 594
Current liabilities HRENERE
Other payables and accruals  E b &~ 018 }7 &
&R 14 3
Due to subsidiaries R ENGIE S 165,684 164,273
Financial guarantee contracts IS ERE N EE
liabilities 3,578 5,783
169,276 170,059
Net current liabilities RBERFE (168,547) (169,465)
NET ASSETS BEZFE 298,493 297,475
Capital and reserves BARRGHE
Share capital &N 89,376 89,376
Reserves s 37(b) 209,117 208,099
TOTAL EQUITY R 208,493 297,475

Approved by the Board of Directors on 19
April 2022 and are signed on its behalf by:

Lee Yuen Fat

Director

EF
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FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2021 EH Z= T

37. STATEMENT OF FINANCIAL POSITION
AND RESERVES MOVEMENT OF THE
COMPANY (Continued)

(b) Reserves movement of the Company

IIV

37. ARAHBHRREREES

S B WERME(R)

(b) FABZfHEEH

Share
premium

B 43 im {8
HK$'000
FET

Retained
profits
RBEF
HK$'000
FHET

——%t-A=t-BLFE

(#&)

Total
HK$ ‘000
FHET

At 1 January 2020 RZZE-_ZTF—H—H 204,650 22,202 226,852
Dividend paid B E - (26,813) (26,813)
Profit for the year F g - 8,060 8,060

At 31 December 2020 JiN—
+-A=+—H 204,650 3,449 208,099
At 1 January 2021 W-_Z-_—%—HF—H 204,650 3,449 208,099
Dividends paid B E - (35,750) (35,750)
Profit for the year FREF - 36,768 36,768

At 31 December 2021 RZZE-—F
—A=+—8 204,650 4,467 209,117

38. RESERVES 38. f#fE
(a) The Group (a) #*EH

REE O FEFHRIENEEEBIGRE
?a/\&ﬁmzﬁuﬁz SR M EER

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

SEC-FFE BERERZERERAT 255



256

NOTES T0 THIHBNSOLIDATED FINANGJA S

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

38. RESERVES (Continued)

(b)

Nature and purpose of reserves

U]

(i)

(iii)

Share premium

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

Merger reserve

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

Capital reserve

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

(b)

EEzHEERED

(i)

(i)

(iii)

B 163 it (8

B EENEREZENERE
EEREITRGDMEELNR
B-RERSHESARE K
RNEIHRND EERNE S TR
DIERTARBHIRER - KRB
BERZES IR B KD
AR NEERBTEXEKRIIE
R B ER -

B HHEE

A OHEEIB AT MIBAAEF : ()
RECBREMMAERARRZ
TEERTF—A+/\HAKRE:
LeBRAK (—MIFRARE
HEMEINAER  EHEK
S WHFRAER]) 2 EEm
BITHRGEE: RiHARE B
BREREEERAFMNEE
REAEmE TR D EE -

BXHE

BARFEHERI)AERRERZZ S
BERABER AT LEZESE
B 5 R D BROAR SR A 55 ) BURE
((IWWEBEE-_Z—HAF+=A
=t+—HIEFERE—SUWE
PWEEETTBRERHEZE
1009% f% 18 M 22 A4 2 IR R i 2
ﬁ% Ky RIEHESTE
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38. RESERVES (Continued)

(b)

Nature and purpose of reserves

(Continued)

(iii)

(iv)

v)

Capital reserve (Continued)

During the year ended 31 December
2020, the adjustment of non-controlling
interest arising from further acquisition of
the equity interest up to 79.7% in
Topanga Asia was transferred to retained
earnings upon the disposal of Topanga
Asia.

Foreign currency translation reserve
The foreign currency translation reserve
comprises all foreign exchange
differences arising from the translation of
the financial statements of foreign
operations. The reserve is dealt with in
accordance with the accounting policies
set out in note 4(d)(iii) to the
consolidated financial statements.

Statutory reserve

The statutory reserve comprises the PRC
statutory reserve fund which is non-
distributable.

As stipulated by the relevant laws and
regulations for foreign investment
enterprises in the PRC, the Company’s
PRC subsidiaries are required to transfer
10% of their profit after taxation
calculated under PRC accounting rules
and regulations to the statutory reserve
fund, until the accumulated total of the
statutory reserve fund reaches 50% of
their registered capital. The statutory
surplus reserve fund can be used to
make up prior year losses or applied in
conversion into capital.

'FINANCIAL STATEMENTS (CONTINUED)

m e B RRAE(R)

For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

38. f#fE (&)

(b)

(iii)

(iv)

(v)

EEzHERBH (&)

BXEHEE)
BHE-_Z-_ZF+-A=1+—
AEFE FAE—TREDS
EETITRRKE M E £ R IEE
BESNARELES =R
EEREAF o

ERHE
ENFEERRERETINE
BB RERSELENMAERL
EZH - ZERERBREMH
R EE4(0) (i) IR & SRR R
I o

EE A
AERBEETADIKN S E
EEREES -

REFEINERECENER
ERREPIRE - ARRIAH
B E AR ARBTEE A
5 K A% 15 51 B O BR B 1R s A
10%ERELERFBEES B
ERAERBESREED
& A H50% & 1 2 JETE &
BRERES A BIEMBESF
EERIBAER -
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

38. RESERVES (Continued)

(b) Nature and purpose of reserves

(Continued)

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

(vii) Financial assets at FVTOCI reserve

The financial assets at FVTOCI reserve
comprises the cumulative net change in
the fair value of financial assets at
FVTOCI held at the end of the reporting
period and is dealt with in accordance
with the accounting policy in note 4(m) to
the consolidated financial statements.

39. SHARE-BASED PAYMENTS

(@) Share Option Scheme
Pursuant to a resolution passed in the annual
general meeting of the Company held on 19
May 2017, a new share option scheme (“2017
Scheme”) was adopted.
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.FINANCIAL STATEMEN'FS' (CONTINUED)

39. SHARE-BASED PAYMENTS (Continued)

(a)

Share Option Scheme (Continued)

The purpose of the 2017 Scheme is to (i)
motivate the eligible participants to optimise
their performance and efficiency for the benefit
of the Group; and (i) attract and retain or
otherwise maintain ongoing business
relationship with the eligible participants whose
contributions are, will or expected to be
beneficial to the Group. Eligible participants of
the 2017 Scheme include () any director,
employee, consultant, professional, customer,
supplier, agent, partner, adviser of or
contractor to the Group or a company in which
the Group holds an interest or a subsidiary of
such company (the “Affiliate”); or (i) the trustee
of any trust the beneficiary of which or any
discretionary trust the discretionary objects of
which include any director, employee,
consultant, professional, customer, supplier,
agent, partner, adviser of or contractor to the
Group or an Affiliate; or (i) a company
beneficially owned by any director, employee,
consultant, professional, customer, supplier,
agent, partner, adviser of or contractor to the
Group or an Affiliate. The 2017 Scheme
became effective on 19 May 2017 and, unless
otherwise cancelled or amended, will remain in
force for 10 years from that date.

The maximum number of unexercised share
options currently permitted to be granted under
the 2017 Scheme is an amount equivalent,
upon their exercise, to 10% of the shares of
the Company in issue at any time. The
maximum number of shares issuable under
share options to each eligible participant in the
2017 Scheme within any 12-month period is
limited to 1% of the shares of the Company in
issue at any time. Any further grant of share
options in excess of this limit is subject to
shareholders’ approval in a general meeting.
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NOTES TO THE CONSOLIDATED FINANCIA

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

39. SHARE-BASED PAYMENTS (Continued)

(a)

Share Option Scheme (Continued)

Share options granted to a director, chief
executive or substantial shareholder of the
Company, or to any of their associates, are
subject to approval in advance by the
independent non-executive directors. In
addition, any share options granted to a
substantial shareholder or an independent non-
executive director of the Company, or to any of
their associates, in excess of 0.1% of the
shares of the Company in issue at any time or
with an aggregate value (based on the closing
price of the Company’s shares at the date of
the grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’
approval in advance in a general meeting.

The offer of a grant of share options may be
accepted within 30 days from the date of the
offer, upon payment of a nominal consideration
of HK$10 in total by the grantee. The exercise
period of the share options granted is
determinable by the directors, and commences
after meeting certain performance targets or
certain vesting period that may be set by the
directors, and ends on a date which is not
later than ten years from the date of the offer
of the share options or the expiry date of the
2017 Scheme, if earlier.
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FINANCIAL STATEMEN'FS' (CONTINUED)

39. SHARE-BASED PAYMENTS (Continued)

(a)

(b)

Share Option Scheme (Continued)

The exercise price of the share options is
determinable by the directors, but may not be
less than the highest of (i) the Stock Exchange
closing price of the Company’s shares on the
date of the offer of the share options; (i) the
average Stock Exchange closing price of the
Company’s shares for the five trading days
immediately preceding the date of the offer;
and (i) the nominal value of the Company’s
shares on the date of the offer, when
applicable.

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

No share options have been granted under the
2017 Scheme since its adoption.

Share Award Scheme

The Company adopted a share award scheme
(the “Share Award Scheme”) on 10 January
2013 (“Adoption Date”) for a period of 10
years. The purpose and objective of the Share
Award Scheme are to recognise the
contributions by certain employees and persons
of the Group and to provide them with
incentives in order to retain them for the
continual operation and development of the
Group and to attract suitable personnel for
further development of the Group. The
Company has set up a Share Award Scheme
Trust. Pursuant to the Share Award Scheme,
new awarded shares may be allotted and
issued to the independent trustee under
general mandates granted or to be granted by
the shareholders at general meetings of the
Company from time to time and be held in
trust for relevant participants until such shares
are vested with the relevant participants in
accordance with the provisions of the Share
Award Scheme.

For the year ended 31 December 2021
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For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

39. SHARE-BASED PAYMENTS (Continued) 39. LA {2538 (88)
(b) Share Award Scheme (Continued) (b) B 3&ENETEI (&)
Subject to any early termination as may be ERRBESEIRERELILENR
determined by the Board of the Company, the RN B&in SREET B MG iR 4 B HA e
Share Award Scheme shall be valid and TFEIEB R R AR

effective for a period of ten years commencing
on the Adoption Date.

The maximum number of shares awarded RERD ZEETEEHAOR D RS
under the Share Award Scheme shall not B TSHBRIRMB ARG BT
exceed 5% of the issued share capital of the f& A E5% ©

Company as at the Adoption Date.

The maximum number of shares which may be *Efﬁifﬁ*ﬁ@)‘:féﬂﬁ—%%ﬁ%)\i
awarded to a selected person under the Share EREORMNEREE TEBAR
Award Scheme shall not exceed 1% of the Tm,fﬂ AEIARARIEBEITRAA1%

issued share capital of the Company as at the
Adoption Date.

As at 31 December 2021, the number of RZEZ—F+ZA=+—8 &k
awarded shares available to grant under the MBEEFTEARD CRERDA
Share Award Scheme was 44,311,770 (2020: 44311, 770D (ZE T F :
44,311,770). For the year ended 31 December 44,311,770 Ik ) - REBZE = F
2021, no awarded shares were granted Z—F+TZA=T—HLEFE #E
pursuant to the Share Award Scheme (2020: ZRHEBHERLERRA (ZF
Nil). TEF )
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FINANCIAL STATEMEN'FS' (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 B Z—T-_—F+-_A=+—HIFE

40. NOTES TO CONSOLIDATED STATEMENT 40. mERERERMEE
OF CASH FLOWS

(a) Cash flows from operating activities (a) EBEBZHERE
2021 2020
- bl 3 R T
HK$’000 HK$'000
F#ET FET
Profit from operations T 153,886 161,403
Adjustments for: EEHTHIAZ
Interest income FBUA (1,042) (816)
(Reversals of impairment losses on (BORKSERGNEERE
trade receivables and contract EREEE)ES5ERETER
assets)/impairment losses on trade EHEERBEER
receivables and contract assets (242) 236
Bad debt written off AR 1,511 64
Reversal of allowance on due from an JE i B i A R FRIE 7 8 [
associate - (1,799)
Allowance for inventories, net FEEEFE 14,313 4,093
Net loss on disposal of property, HEME KB RBHEZFHE
plant and equipment 1,237 1,507
Property, plant and equipment ME - S R AR R
written off 1,178 3,309
Loss on deregistration of a subsidiary HE—HENBARMERE 100 —
Loss on revaluation of land TEEEGER 708 903
Net fair value loss on derivative TESRIARNTEZEER
financial instruments 3,665 2,128
Amortisation of intangible assets B EERH 25 -
Depreciation of property, plant and M BWERRERE
equipment 78,156 76,152
Depreciation on right-of-use assets CREEENE 16,704 15,260
Operating profit before movements in KRt &EE L EHATHLLET
working capital 270,199 262,440
(Increase)/decrease in inventories F&EGEm),/m (39,042) 41,261
Decrease in right of return assets REEEERD 40 16
Increase in restricted bank balances BREIRITEZE M (6) (4)
Increase in trade and bills receivables — Z 5 & =5 fEURZIEE I (55,401) (46,174)
(Increase)/decrease in contract assets A B & (M), 5 (2,860) 5,631
(Increase)/decrease in prepayments, BRFOE - e REMERKE
deposits and other receivables Ggm),/ md (837) 3,142
Decrease in due from an associate JE i = A R FRIE R 53 -
Increase/(decrease) in trade payables BH5E I‘Ifﬁ’klﬁ imIJD/ CR ) 15,853 (32,993)
(Decrease)/increase in contract liabilites & #1& & Ga L) /180 (6,244) 12,893
Increase in other payables and accruals  Hfth & I‘Imlﬁ REFtE AL M 2,690 11,609
Increase in due to an associate JE B & A B SRIEIE N 119 —
Change in fair value on derivative TEEBIARFEER
financial instruments (1,579) (861)
Cash generated from operations KREMBRE 182,985 256,960
Income tax paid BERER (7,665) (45,293)
Interest paid on bank borrowings B BRITERFE (2,641) (6,189)
Interest paid on lease liabilities ENHEERENE (618) (651)
Net cash generated from operating KEXBMERSFE
activities 172,061 204,827
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NOTES TO THE CONSOLIDATED FINANCIA

B B R R R Y R ()

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

40. NOTES TO CONSOLIDATED STATEMENT
OF CASH FLOWS (Continued)

(b)

Acquisition of a subsidiary

In 10 December 2021, the Group (through
Capital Link Holdings Limited (“CLHT”), a wholly
owned subsidiary) acquired 70% of the
registered capital of GPTL for a total
consideration of HK$7,700,000. GPTL was
engaged in trading of building materials and
engine motors during the year. The acquisition
is for the purpose of matching the Group’s
strategies to broaden its product portfolio to
engine motors.

The fair value of the identifiable assets and

40. FmEBRERERMT (8)

(b) WiHEFMIEBAT
RZEZ—F+ZA+H ~&H
(BR—ME2EMNBRAERERS
BArl([ZB&EE))) WESBERB
TMEANTOR  BRE A
7,700,000/% JT © &% [8 A2 N F A
FRENMEREGRE S - WEB W
DRREAEEBAEREGERE
B AR RS

s BB A EREERABER

liabilittes of GPTL acquired as at the date of WERAHNAFENT :
acquisition are as follows:
HK$’000
Fi#T
Net assets acquired: Frig/F&E -
Intangible assets ﬁﬁﬁéﬁﬁ 3,860
Due from CLHT JEW 3= & RIE 10,500
Due from non-controlling interests JEUIEIE HX%:EE?&(IE 4,511
Other receivables H b B GRIR 13
Bank and cash balances RITRIB S EH 268
Tax payables FEA 18 )
Loan from CLHT RERBEENER (10,500)
Loan from non-controlling interest (note 32) REFIERERZHER
(Kts#32) (803)
Deferred tax liabilities RIERIEEE (637)
7,209
Non-controlling interests e IR M 2 (2,163)
Goodwill (note 21) g (it21) 2,654
7,700
Satisfied by: ATE A A 2Rt
Cash consideration paid BENReNRE 7,700
Net cash outflow arising on acquisition: W E A 2 FRS M
Cash consideration paid BENReNRE (7,700)
Cash and cash equivalents acquired Frigie LERBESIER 268
(7,432)
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FINANCIAL STATEMENFS" (CONTINUED)

40. NOTES TO CONSOLIDATED STATEMENT
OF CASH FLOWS (Continued)

(b)

Acquisition of a subsidiary (Continued)
The fair value of the loan from non-controlling
interests of approximately HK$803,000 was
estimated by applying the income approach.
The fair value estimates are based on an
assumed discount rate 20%.

Acquisition-related costs of approximately
HK$135,000 have been charged to general and
administrative expenses in the consolidated
statement of profit or loss for the year ended
31 December 2021.

The goodwill arising on the acquisition of GPTL
is attributable to the anticipated future
operating synergies from the combination.

GPTL contributed approximately HK$Nil and
HK$208,000 to the Group’s revenue and loss
for the year between the date of acquisition
and the end of the reporting period.

If the acquisition had been completed on 1
January 2021, total Group revenue for the year
would have been approximately
HK$1,715,725,000, and profit for the vyear
would have been approximately
HK$127,823,000. The proforma information is
for illustrative purposes only and is not
necessarily an indication of the revenue and
results of operations of the Group that actually
would have been achieved had the acquisition
been completed on 1 January 2021, nor is
intended to be a projection of future results.

For the year ended 31 December 2021
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NOTES T0 THE£BN:SOLIDATED FINANCIA

AR B W R M (R)

For the year ended 31 December 2021 #iZ=F=—F +-_A=+—HILFE

40. NOTES TO CONSOLIDATED STATEMENT 40. HRERERERME (B)
OF CASH FLOWS (Continued)

(c) Disposal of a subsidiary (c) HEMEBAST
On 1 September 2020, the Group entered into RZZBEZZEFNA—H AEEHESF
an equity transfer agreement with an VE=FRIMREEREGE  UEE
independent third party to dispose of the REBRERITEESR AR ([EEIE
Group’s 100% entire equity interest in Infinite ’éJHOO%i\ﬁB%% CIEBRER—
Fortune Investments Limited (“Infinite Fortune”). RIEEZER AR - HERZE_TF
Infinite Fortune was an investment holding TAZ+ERZEMK -

company. The disposal was completed on 27
October 2020.

Net assets at the date of disposal were as REERBMFEENT ¢
follows:
HK$’000
F#ET
Due to a fellow subsidiary JEAS [B) 2 B /B A &) (9)
Net liabilities disposed of HEFAE 9)
Gain on disposal of a subsidiary HENEB QR KkE 9
Total consideration BB *
Consideration satisfied by AT A5 R A+
Cash e *
*
Net cash inflow arising from disposal: HEEEEZFHERA
Cash consideration received BUWIRSNRE *
Cash and cash equivalents disposed of HERENERAEIER -
*
* Less than HK$1,000 * 1,000/ 7T
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For the year ended 31 December 2021 HE-ZT-—F+=-FA=+—HIFE

40. NOTES TO CONSOLIDATED STATEMENT 40. REBRERERMT (E)
OF CASH FLOWS (Continued)

(d) Major non-cash transaction (d) EFEFREXS
Included in the additions of property, plant and FAREYE  HERRK 1% =&
equipment was an amount of approximately 13,728,000 L (ZE & F :
HK$13,728,000 (2020: HK$3,511,000) which 3,511,000 7t) - YR TENEE Y
was transferred from deposits paid for ¥ BERBRENIZRSHEA -
acquisition of property, plant and equipment.
Additions of right-of-use assets during the year F L A #E & A 1R N#) 4,636,000
of approximately HK$4,636,000 (2020: TL(ZEZZF 1 14,102,000/ 7T)
HK$14,102,000) were financed by lease mAEaERN -
liabilities.

(e) Reconciliation of liabilities arising from (e) BB FEELMEBEHER
financing activities
The table below details changes in the Group’s TERFMAEEREETHMEENE
liabilities arising from financing activities, B2 (BIERENIERLET) - F
including both cash and non-cash changes. BESMEENBEELIBHERA
Liabilities arising from financing activities are SEEGEHeRERADEARER
those for which cash flows were, or future FELRE -

cash flows will be, classified in the Group’s
consolidated statement of cash flows as cash
flows from financing activities.

Fair value

adjustment on

1 January  Addition of Lease Cash Flows, Interest Exchange business 31 December

2021 leases modification  net (Note) expenses difference  combination 2021

~B-f

“§--% FRER EBAHN +ZA

-A-H MEEE  EEBY (W)  HERX  ERZE AFESRE  =t+-A

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

FET ET ET FET FET FET FET FET

Bank borrowings (note 32) BITERW#52) 153,458 - - (13,624) 2,641 883 - 143,358
Loan from non-controlling interests  FEIERkE A E X

(note 32) (Hts2) - - - 4,500 - - (3,697) 803

Lease liabilties (note 34) HEBEMH3) 18,078 4,636 894 (10,006) 618 256 - 14,476

171,536 4,636 894 (19,130) 3,259 1,139 (3,697) 158,637
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NOTES T0 THHBNSOLIDATED FINANCIA ’:

AR B W R M (R)

For the year ended 31 December 2021 #HE-F -~ F+ - A=+ HILFE

40. NOTES TO CONSOLIDATED STATEMENT 40. HRERERERME (B)
OF CASH FLOWS (Continued)

(e) Reconciliation of liabilities arising from (e) BUIEFENELNE BEHER ()
financing activities (Continued)

1 January  Addition of Lease  Cash Flows, Interest Exchange Reclassify upon 31 December
2020 leases  modification net (Note) expenses difference disposal 2020
kS 33

i S 33 FRER RILER +ZA

-A-B  #EEE  HEEY (W) MERX  EXER ENSR =t-R
HK$'000 HK$000 HK$000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000
THET TET TET TET TET TET THET TET

Bank borrowings (note 32 AR H (H1#32) 259,046 - - (14,279) 6,189 2,496 - 153,458
Lease liabiliies (note 34) ~ RERE (H#34) 11,589 14,102 (229) (8,744) 651 709 - 18,078
Due to associates ERBERFNE 1,305 - - (1,799) - 9 485 -
271940 14,102 220 (124816) 6,840 3214 i85 1715%
Note: Included in cash flows was interest paid which was Wit tABeRERSTALEEHELR
included in cash flows from operating activities. EMNENFE -
() Total cash outflow for leases (H FHERLSREEEHE
Amounts included in the cash flow statements FARESRERNEHERE TS
for leases comprise the following: #
2021 2020
—F-—F —T_THF
HK$’000 HK$'000
FEiT FET
Within operating cash flows EREREMNEZA 677 737
Within financing cash flows ETREREREZN 9,388 8,093
10,065 8,830
These amounts relate to the following: W ESREE T SIBEGH

2021 2020
—T-—F —T_THF
HK$’000 HK$'000
F#T FEIT

Lease rental paid BES 10,065 8,830
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41.

FINANCIAL STATEMENFS (CONTINUED)

OPERATING LEASE COMMITMENTS

The Group as lessor

The Group leases its property under operating lease
arrangements, with leases negotiated for a term of
one to five years (2020: one to five years). The terms
of the leases generally provide for periodic rent
adjustments according to the then prevailing market
conditions.

At 31 December 2021, minimum lease payments
receivable on leases are as follows:

S e M ERME (R

For the year ended 31 December 2021 H#E—_T-_— &+ _A=+—HBIL&FE

41. REHERIE

AEEEBHLAAN
AEBREEHELHHBEEYE  BHY
V> EIEj:EIEEIE(—z—?EIE —FERF) -
MERHE-—BMURTHEBEREEHES
%ﬂ%ZIbmw)

RZZZ—F+ZA=+—RH AKA&£EHE
WS KA ERIFELTENT ¢

2021 2020

—T-—% —EETHF

HK$’000 HK$'000

FET FHET

Within one year —F A 122 120
In the second year B _F 72 120
In the third year F=F - 70
194 310

Operating leases relate to factory owned by the
Group leased to a retailer with lease terms of 5
years (2020: 5 years). The lessee does not have an
option to purchase the property at the expiry of the
lease period.

The Group as lessee

The Group regularly entered into short-term leases for
warehouses, staff quarters and factories. As at 31
December 2021, the portfolio of short-term leases is
similar to the portfolio of short-term leases to which
the short-term lease expense disclosed in note 20.
As at 31 December 2021, the outstanding lease
commitments relating to these warehouses, offices
and factories is approximately HK$11,000
(2020:HK$11,000).

Eﬁ#$%@%ﬁﬁ’]lﬁ%ﬁi§%“%ﬁzi§
EHE HEHARLF (T -_TF 1
F) o AEABEEEHENERRBEZY

L
FEEERBEEA

AEEEHIYRE BETIBEESMIMRE
HRE - RN _T-_—F+-_A=1+—8"

%ﬂ;ﬁfﬂ%&éﬁ%ﬁéﬁéﬁiw.ﬁzonpT&’Eﬁﬂ’m
HAEETHHAUMEHEEEREHE - »
—E-—F+-—A=+—8B - BZEEE-
WAEMNIREBZFGBBEEERFALLY
11,0008 T (ZE =ZF : 11,0008 7T) °
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NOTES TO THHBNSOLIDATED FINANCJA /‘

B B R R R Y R ()

E_E_—F+ A=t —HILFE

For the year ended 31 December 2021

42. CAPITAL COMMITMENTS 42, BEREE
The Group’s capital commitments at the end of the R EMMETER AEE®NERFEELD
reporting period are as follows: N
2021 2020
—F-—% —T_TF
HK$’000 HK$'000
FEIT FET
Commitment in respect of acquisition UKREHZE - HE22 K 38 e
of property, plant and equipment (Bt7)
(note) 49,622 44,202
Note: The amount represents the unpaid contractual commitment Miat : ZARBERWIEY X - R REBEOARMNE L

for the acquisition of property, plant and equipment after
netting off with the deposits paid for acquisition of property,
plant and equipment included in the consolidated statement
of financial position.

43. RELATED PARTY TRANSACTIONS

(@ In addition to those related party translations
and balances disclosed elsewhere in the
consolidated financial statements, the Group
had the following transactions with its related

parties during the year:

(@)

Rental income from an REEERRNES KA
associate
Purchase from an associate M ENREE

7 WEAMBR B AL
ME - BRI

B BN KB
BHeNES -

43. AR

BRI B M IS IR A B0 PT IR &Y
BB A LR REHRIN FRAKE
REBBTETUNTRS

2021 2020
—F-—% —E_TF
HK$’000 HK$'000
FET FET

473 -
193 —

(b)  The above transactions were entered with the
related parties on terms mutually agreed by
individual parties. In the opinion of the directors
of the Group, these related party transactions
were conducted on normal commercial terms
and in the ordinary and usual course of the
Group’s business.
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43. RELATED PARTY TRANSACTIONS
(Continued)

(©

During the year, compensation paid by the
Group to the key management personnel,
which were the directors and chief executive
officer of the Company, was disclosed in note
16 to the consolidated financial statements.

DLIDATED FINANCIAL STATEIVIENTS (CONTINUED)

S e M ERME (R

For the year ended 31 December 2021 HE-ZT-—F+=-FA=+—HIFE

43.

BEL RS (&)

© FA AEECENIEERASE(R
ARAEERITHRAR) ME TIRER
B EBERM E16FWE -
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FIVE-YEAR FINANCIAL SUMMARY

LEHERE

Year ended 31 December

BE+-A=+—HILEE

2017 2018 2019 2020 2021
ZTEtF ZF-N\F ZF-NGF ZTTF kil
HK$'000  HK$'000 — HK$'000 — HK$'000 B[ EH10]l]
FET FET FET FET F#ET
RESULTS EF
Revenue A 1,738,738 1,852,329 1,554,364 1,469,237 1,714,549
Profit before tax B % A1 5 ) 81,993 125,907 101,331 154,050 150,572
Income tax expense FriS i 52 (45,862) (12,505) (14,569) (31,295) (22,835)
Profit for the year F N3 F 36,131 113,402 86,762 122,755 127,737
Attributable to: AR A FEAERESS:
— Owners of the — RRAERE
Company BEA 33,998 113,556 88,705 123,991 131,139
— Non-controlling — FEERR G
interests 2,133 (154) (1,943) (1,236) (3,402)
36,131 113,402 86,762 122,755 127,737
As at 31 December
W+=-—A=+—H
2017 2018 2019 2020 2021
ZE—+F ZE-)\F ZZT-NF ZZE-_TF
HK$'000  HK$'000  HK$000  HK$'000 BN EH1[0]i]
FET FET FHEIT FEIT F#ET
ASSETS AND BERERE
LIABILITIES
Total assets 1B 1,768,096 1,719,695 1,635,386 1,697,045 1,832,693
Total liabilities waE (901,453)  (761,835)  (627,431)  (517,737)  (538,291)
Net assets REE 866,643 957,860 1,007,955 1,179,308 1,294,402
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Ka Shui International Holdings Limited

ERENERARLE

Room A, 29th Floor, Tower B, Billion Centre, 1 Wang Kwong Road,
Kowloon Bay, Kowloon, Hong Kong

BENENEERNE SRERRTOBE2MEAR

Tel B : (852) 3759 8900
Fax fEH : (852) 2412 1743

Website #3t : www.kashui.com
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