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] 

INTERIM RESULTS 

The board of directors (the “Board”) of Chen Hsong Holdings Limited (the “Company”) 

announces that the unaudited consolidated profit attributable to equity holders of the Company 

for the six months ended 30 September 2013 amounted to HK$65,659,000, representing an 

increase of 17% as compared with the profit attributable to equity holders of HK$56,042,000 for 

the corresponding period last year. Basic earnings per share for the six months ended 30 

September 2013 was HK10.4 cents, an increase of 17% over the corresponding period in 2012 of 

HK8.9 cents. These unaudited interim results have been reviewed by the Company’s Audit 

Committee. 

FINANCIAL HIGHLIGHTS 

   For the six months 

   ended 30 September 

 2013 2012 Change 

  (Unaudited) (Unaudited) 

  (Restated) 

RESULTS HIGHLIGHTS (HK$’000)    

Revenue 970,740 941,509 3% 

Profit before tax 79,711 64,647 23% 

Profit attributable to equity holders of the Company 65,659 56,042 17% 

Total assets 4,000,860 3,853,985 4% 

Shareholders’ equity 2,910,329 2,817,483 3% 

Issued share capital 63,053 62,926 0% 

Net current assets 1,712,496 1,687,197 1% 
 

PER SHARE DATA 

Basic earnings per share (HK cents)   10.4 8.9 17% 

Cash dividends per share (HK cents) 3.0 2.5      20% 

Net assets per share (HK dollars) 4.6 4.5 2% 
 

KEY FINANCIAL RATIOS 

Return on average shareholders’ equity (%) 2.3 2.0 15% 

Return on average total assets (%) 1.7 1.5 13% 
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CONDENSED CONSOLIDATED INCOME STATEMENT 

For the six months ended 30 September 2013 

 

   Six months ended 

   30 September 

   2013 2012 

   (Unaudited) (Unaudited) 

  Notes HK$’000 HK$’000 

 

REVENUE  2 970,740 941,509 

Cost of sales   (735,580) (706,978) 

   

Gross profit   235,160 234,531 

 

Other income and gains, net  10,988 13,307 

Selling and distribution expenses  (98,385) (92,069) 

Administrative expenses  (66,205) (65,261) 

Other operating expenses, net  (3,157) (25,030) 

Finance costs   (2,691) (2,667) 

Share of profits less losses of associates  4,001  1,836 

     

PROFIT BEFORE TAX 3 79,711 64,647 

Income tax expense 4 (13,551) (8,735) 

   

PROFIT FOR THE PERIOD  66,160 55,912 

   ═════ ═════ 

ATTRIBUTABLE TO: 

Equity holders of the Company  65,659 56,042 

Non-controlling interests  501 (130) 

   

   66,160 55,912 

   ═════ ═════ 

 

  

EARNINGS PER SHARE ATTRIBUTABLE TO 

EQUITY HOLDERS OF THE COMPANY 6 

Basic (HK cents)   10.4 8.9 

   ═════ ═════ 

Diluted (HK cents)  10.4 8.9 

   ═════ ═════ 

 

Details of the dividends payable and proposed for the period are disclosed in note 5 to the 

announcement. 
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME  

For the six months ended 30 September 2013 

    

   Six months ended 

   30 September 

   2013 2012 

   (Unaudited) (Unaudited) 

    (Restated) 

   HK$’000 HK$’000 

 

PROFIT FOR THE PERIOD  66,160 55,912 

 

OTHER COMPREHENSIVE INCOME/(EXPENSES) 

Other comprehensive income to be reclassified 

to profit or loss in subsequent periods: 

Exchange differences on translation of  

foreign operations  29,828 2,750 

 

Item not to be reclassified to profit or loss 

in subsequent periods: 

Actuarial losses on defined benefit obligations  (266) (312) 

     

TOTAL COMPREHENSIVE INCOME  

FOR THE PERIOD  95,722 58,350 

    ═════ ═════ 

 

ATTRIBUTABLE TO:  

Equity holders of the Company  94,908 58,469 

Non-controlling interests  814 (119) 

        

   95,722 58,350 

   ═════ ═════ 
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

As at 30 September 2013 
 

   30 September 31 March 
   2013 2013 
   (Unaudited) (Unaudited) 
    (Restated) 
  Notes HK$’000 HK$’000 
 
NON-CURRENT ASSETS 
Property, plant and equipment  1,003,851 960,533  
Prepaid land lease payments  42,611 42,994 
Goodwill   94,931 94,931 
Investments in associates  33,238 28,657 
Deferred tax assets   74,971 76,578 
Deposits for purchases of items of  

property, plant and equipment   7,185 3,853 
     
Total non-current assets  1,256,787 1,207,546 
     
CURRENT ASSETS 
Inventories   876,166 842,327 
Trade and bills receivables 7 900,725 833,561 
Deposits, prepayments and other receivables  61,795 55,022 
Pledged bank deposits  91,963 80,280 
Cash and bank balances  813,424 786,126 
     
Total current assets   2,744,073 2,597,316 
     
CURRENT LIABILITIES 
Trade and bills payables 8 507,308 411,363 
Other payables and accruals  229,778 222,646 
Interest-bearing bank borrowings  267,188 231,625 
Tax payable   27,303 28,981 
     
Total current liabilities  1,031,577 894,615 
     
NET CURRENT ASSETS  1,712,496 1,702,701 
     
 

TOTAL ASSETS LESS CURRENT LIABILITIES  2,969,283 2,910,247 
     
NON-CURRENT LIABILITIES 
Defined benefit obligations  26,364 26,658 
Deferred tax liabilities  12,450 11,010 
     
Total non-current liabilities  38,814 37,668 
     
NET ASSETS   2,930,469 2,872,579 
   ═════ ═════ 
 
EQUITY 
Equity attributable to equity holders of the Company 
Issued share capital   63,053 63,053 
Reserves   2,847,276 2,790,200 
     
   2,910,329 2,853,253 
Non-controlling interests  20,140 19,326 
     
TOTAL EQUITY   2,930,469 2,872,579 
   ═════ ═════ 
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NOTES: 

1. ACCOUNTING POLICIES 

The unaudited condensed interim financial statements of the Company and its subsidiaries (the 

“Group”) have been prepared in accordance with Hong Kong Accounting Standard (“HKAS”) 34 

“Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants 

(“HKICPA”) and Appendix 16 of the Rules Governing the Listing of Securities on The Stock 

Exchange of Hong Kong Limited (the “Listing Rules”). 

 

The accounting policies and basis of preparation adopted in the preparation of these condensed 

interim financial statements are consistent with those set out in the Group’s audited financial 

statements for the year ended 31 March 2013, except that the Group has adopted, for the first time 

for the current period’s financial statements, the new and revised Hong Kong Financial Reporting 

Standards (“HKFRSs”), HKASs and Interpretations (hereinafter collectively referred to as the “New 

HKFRSs”) issued by the HKICPA that are effective for the accounting period commencing on 1 

April 2013. Other than as further explained below regarding the impact of amendments to HKAS 1 

and HKAS 19 (2011), the adoption of the New HKFRSs has had no significant financial effect on 

these condensed interim financial statements and there have been no significant changes to the 

accounting policies applied in these condensed interim financial statements. 

 

The HKAS 1 Amendments change the grouping of items presented in other comprehensive income. 

Items that could be reclassified (or recycled) to profit or loss at a future point in time (for example, 

net gain on hedge of a net investment, exchange differences on translation of foreign operations, net 

movement on cash flow hedges and net loss or gain on available-for-sale financial assets) would be 

presented separately from items which will never be reclassified (for example, actuarial gains and 

losses on defined benefit plans and revaluation of land and buildings). The amendments affected 

presentation only and had no impact on the Group’s financial position or performance. 

 

HKAS 19 Employee Benefits (Revised 2011) (“HKAS 19 (2011)”) includes a number of 

amendments to the accounting for defined benefit plans, including actuarial gains and losses that are 

now recognized in other comprehensive income (OCI) and permanently excluded from profit and 

loss; expected returns on plan assets that are no longer recognized in profit or loss, instead, there is 

a requirement to recognize interest on the net defined benefit liability (asset) in profit or loss, 

calculated using the discount rate used to measure the defined benefit obligation, and; unvested past 

service costs are now recognized in profit or loss at the earlier of when the amendment occurs or 

when the related restructuring or termination costs are recognized. Other amendments include new 

disclosures, such as, quantitative sensitivity disclosures.  

 

HKAS 19 (2011) requires retrospective application. The adoption of HKAS 19 (2011) had an 

impact on the net defined benefit plan obligations due to the difference in accounting for actuarial 

gains and losses, interest on plan assets and unvested past service costs. The comparative 

information have been restated in the condensed consolidated financial statements. The quantitative 

impact on the financial statements is provided in the tables below. 
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1. ACCOUNTING POLICIES (continued) 

The HKICPA has also issued a number of new and revised HKFRSs which are not yet effective for 

the current reporting period. The Group has not early adopted those new and revised HKFRSs in 

these condensed interim financial statements. 

 

The Group is in the process of making an assessment of the impact of these new and revised 

HKFRSs upon initial application, but is not yet in a position to state these new and revised HKFRSs 

would have significant impact on the Group’s results of operations and financial position. 

 

Effect on the condensed consolidated financial statements of the adoption of HKAS 19 (2011) 

 
Impact on the condensed consolidated statement of comprehensive income: 

 

For the period ended 30 September 2013  

    

     HK$’000 

     

Decrease in total comprehensive income for the period    266 

     ════ 
 

For the period ended 30 September 2012 

      

     HK$’000 

     

Decrease in total comprehensive income for the period    312 

     ════ 
 

Impact on the condensed consolidated statement of financial position: 
 

As at 30 September 2013 

   

     HK$’000 

     

Decrease in net assets and total equity    8,501 

     ════ 
 

As at 31 March 2013 

   

     HK$’000 

     

Decrease in net assets and total equity    8,235 

     ════ 
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2. REVENUE AND OPERATING SEGMENT INFORMATION  

Revenue, which is also the Group’s turnover, represents the net invoiced value of goods sold during 

the period, after allowances for returns and trade discounts, excluding intra-group transactions. 

 

The Group is principally involved in the manufacture and sale of plastic injection moulding 

machines and related products.  For management purposes, the Group is organized into business 

units based on the geographical location of customers and has three reportable operating segments 

as follows: 

 

(i) Mainland China and Hong Kong; 

(ii) Taiwan; and 

(iii) Other overseas countries. 

 

Management monitors the results of the Group's operating segments separately for the purpose of 

making decisions about resource allocation and performance assessment. Segment performance is 

evaluated based on reportable segment profit, which is a measure of adjusted profit before tax. 

 

There are no significant sales between the reportable operating segments. 

 

The following tables present revenue and results information for the Group's operating segments for 

the periods ended 30 September 2013 and 2012. 

    

  Segment revenue    

  from external customers Segment results 

  Six months ended Six months ended 

  30 September 30 September 

  2013 2012 2013 2012 

  HK$’000 HK$’000 HK$’000  HK$’000 

     

Mainland China and Hong Kong 653,324 627,711 62,394 56,471 

Taiwan  71,390 48,511 8,465 4,177 

Other overseas countries 246,026 265,287 18,946 16,522 

      

  970,740 941,509 89,805 77,170 

  ════ ════ ════ ════ 
 
Reconciliation of results of operating   

 segments to profit before tax is as follows: 

 

Operating segment results   89,805 77,170 

Unallocated income and gains   6,564 6,767 

Corporate and unallocated expenses       (17,968)   (18,459) 

Finance costs    (2,691) (2,667) 

Share of profits less losses of associates   4,001 1,836 

      

Profit before tax    79,711 64,647 

    ════ ════ 
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3. PROFIT BEFORE TAX  

The Group's profit before tax is arrived at after charging/(crediting): 

 

   Six months ended 

   30 September 

   2013 2012 

   HK$’000 HK$’000 

 

Cost of inventories sold  735,580 706,978 

Depreciation   33,707 32,930 

Recognition of prepaid land lease payments  922 909 

Loss on disposal of items of property, plant and equipment   26 28 

Impairment/(write-back of impairment) of trade and bills receivables, net  1,152 (4,357) 

Impairment/(write-back of impairment) of inventories, net  499 (11,774) 

Foreign exchange differences, net  (28,865) 8,167 

Interest income   (6,564)     (6,767) 

        ════    ════ 

 

4. INCOME TAX EXPENSE 

Hong Kong profits tax has not been provided as the Group did not generate any assessable profits 

arising in Hong Kong for the period. During the period ended 30 September 2012, Hong Kong profits 

tax had been provided at the rate of 16.5%. Taxes on profits assessable elsewhere have been 

calculated at the rates of tax prevailing in the countries/jurisdictions in which the Group operates. 

 

   Six months ended 

   30 September 

   2013 2012 

   HK$’000 HK$’000 

 

Current:  

Charge for the period 

  Hong Kong  - 292 

  Elsewhere  8,605 14,155 

Over provision in prior periods   (100) (7,321) 

Deferred  5,046 1,609 

    

Tax charge for the period  13,551 8,735 

    ════ ════ 
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5. DIVIDENDS 

   Six months ended 

   30 September 

   2013 2012 

   HK$’000 HK$’000 

 

Dividend paid during the period  

Final in respect of the financial year ended 31 March 2013 

- HK$0.06 (2012: HK$0.08) per ordinary share 37,832 50,341 

  ════ ════ 

The Board of the Company has declared the payment of an interim dividend of HK$0.03 (2012: 

HK$0.025) per ordinary share for the six months ended 30 September 2013 totalling HK$18,916,000 

(2012: HK$15,731,000). These condensed financial statements do not reflect the interim dividend 

payable. 

 

6. EARNINGS PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY 

The calculation of basic earnings per share is based on the Group’s profit attributable to equity 

holders of the Company for the period of HK$65,659,000 (2012: HK$56,042,000) and on the 

weighted average number of ordinary shares of 630,531,600 (2012: 629,255,600) in issue during the 

period. 

 

No adjustment has been made to the basic earnings per share presented for the period as the Group 

had no potentially dilutive ordinary shares in issue during the period. During the period ended 30 

September 2012, the calculation of diluted earnings per share is based on the Group’s profit 

attributable to equity holders of the Company for the corresponding period of last year of 

HK$56,042,000 and on the weighted average number of ordinary shares of 629,428,692, being the 

weighted average number of ordinary shares of 629,255,600 in issue during the corresponding period 

of last year as used in the basic earnings per share calculation and the weighted average number of 

ordinary shares of 173,092 assumed to have been issued at no consideration on the deemed exercise 

of all share options outstanding during the corresponding period of last year. 

 

7. TRADE AND BILLS RECEIVABLES 

Trading terms with customers are either cash on delivery, bank bills or on credit.  Customers are 

granted credit at the discretion of the Group, subject to their respective business strength and 

creditability.  The average credit period is 90 days and extension of credit period is made for 

customers with good trading and repayment records.  The Group adopts strict control policies over 

credit terms and receivables that serve to minimize credit risk.   

 

In view of the aforementioned and the fact that the Group’s trade and bills receivables relate to a large 

number of diversified customers, there is no significant concentration of credit risk.  The Group does 

not hold any collateral or other credit enhancements over these balances.  Trade and bills receivables 

are non-interest-bearing. 
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7. TRADE AND BILLS RECEIVABLES (continued) 

The aged analysis of the trade and bills receivables, based on the payment due date, that are not 

considered to be impaired is as follows: 

  30 September 31 March 

   2013 2013 

   HK$’000 HK$’000 

 

Current (neither past due nor impaired)   685,630 639,047  

Less than 90 days past due   106,047 100,882  

91 to 180 days past due   48,909 39,371  

Over 180 days past due   60,139 54,261  

     

   900,725 833,561  

   ════ ════ 

 

8. TRADE AND BILLS PAYABLES 

The aged analysis of the trade and bills payables as at the end of the reporting period, based on the 

payment due date, is as follows: 

 

  30 September 31 March 

   2013 2013 

   HK$’000 HK$’000 

 

Current   400,177 323,201  

1 to 90 days   90,886 72,222  

91 to 180 days   4,071 4,632  

Over 180 days   12,174 11,308  

     

   507,308 411,363  

   ════ ════ 

The trade and bills payables are non-interest-bearing.   

 

9. COMPARATIVE AMOUNTS 

As further explained in note 1 to the announcement, due to the adoption of HKAS 19 (2011) during 

the current period, the accounting treatment and presentation of certain items and balances in the 

condensed financial statements have been revised or added to comply with the new requirements. 

Accordingly, certain prior year adjustments have been made, certain comparative amounts have been 

reclassified and restated to conform with the current period’s presentation and accounting treatment. 
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INTERIM DIVIDEND 

The Board has resolved to declare an interim dividend of HK3.0 cents (2012: HK2.5 cents) per 

ordinary share for the six months ended 30 September 2013 to shareholders whose names appear 

on the Register of Members of the Company at the close of business on Tuesday, 24 December 

2013. The interim dividend will be paid on or about Wednesday, 15 January 2014. 

 

CLOSURE OF REGISTER OF MEMBERS  

The Register of Members of the Company will be closed from Monday, 23 December 2013 to 

Tuesday, 24 December 2013, both days inclusive, during which period no transfer of shares will 

be effected. In order to qualify for the interim dividend, all transfer documents accompanied by 

the relevant share certificates must be lodged with the Company’s branch share registrars in 

Hong Kong, Tricor Tengis Limited, at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong 

Kong for registration not later than 4:30 p.m. on Friday, 20 December 2013. 

 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

BUSINESS PERFORMANCE 

For the six months ended 30 September 2013, the Group registered a 3% increase in turnover to 

HK$971 million (2012: HK$942 million) as compared with the same period of last year. Profit 

attributable to equity holders increased by 17% from the same period of last year to 

HK$66 million (2012: HK$56 million). Basic earnings per share increased by 17% to 

HK10.4 cents (2012: HK8.9 cents). The Board has resolved to declare an interim dividend of 

HK3.0 cents (2012: HK2.5 cents) per share. 

 

This financial year witnessed the change-over of China’s leadership, with the new leaders 

announcing a direction of tighter monetary policy for the future, apparently in response to 

pressing concerns such as rampant inflation, an over-heating economy, over-extended credit and 

runaway asset bubbles, etc.. As the Central Government started to limit market liquidity through 

credit tightening policies, including maintaining high interest rates and high bank reserve ratios, 

the stringency in China became extremely severe to the point of affecting economic activities. 

Although China’s Gross Domestic Product (GDP) growth for the first half of 2013 managed to 

reach target, growth rate in the second quarter was lower than that in the first quarter and far 

below market expectations. Considering that the first quarter growth rate was already lower than 

the last quarter of 2012, China’s GDP growth was in an obvious downward spiral. Inter-bank 

interest rates spiked dramatically during the May and June time-frame when the People’s Bank of 

China refused to provide more liquidity to the market through reverse buybacks. This credit crisis 

pushed China’s manufacturing Purchasing Managers’ Index (PMI) once again below 50 and 

China’s Producer Price Index (PPI) for the industrial sector, which was already in negative 

territory for the year, was forced into accelerated decline in the second quarter. 

 

On the other hand, several international markets where the Group had extended substantial 

investments during recent years (such as Brazil and Europe, etc.) saw these efforts yielding 

encouraging returns. It, however, could not fully compensate for the impacts of large scale 

depreciations of the currencies of some developing countries against the U.S. Dollar, unavoidably 

causing the Group’s total aggregated turnover in international markets to fall by 7%. 
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MARKET ANALYSIS 

Breakdown of turnover, based on the location of customers, for the six months ended 30 

September 2013 is as follows: 

 

Customer Location 

2013 

(HK$ million) 

2012 

(HK$ million) Change 

Mainland China and Hong Kong 653 628 +4% 

Taiwan  72 49 +47% 

Other overseas countries 246 265 -7% 

 971 942 +3% 

 

During the second quarter of this year, the already weakening export sector in China was further 

hampered by the dual blows of short-term credit crunch and currency depreciations of developing 

countries, with total export growth reducing to 4.3%, of which it was close to zero in May and 

then further slid into negative territory of -2% in June. Dismal export conditions coupled with 

inadequate domestic consumption growth and tight credit forced many customers to rethink or 

delay capital investment or expansion plans. 

 

During the third quarter of 2013, however, the Chinese Central Government restarted reverse 

buyback operations and flooded the market with liquidity in a bid to relieve pressure on the 

economy. China’s domestic economy responded instantly to this stimulus, with PMI returning to 

the level above 50, PPI’s declining trend tapered, and GDP growth rising to 7.8% during the third 

quarter which made the full-year target of 7.5% achievable. Consequently, the Group found that 

any impacts had been all but temporary, and with the edge on the sales of two-platen 

large-tonnage injection moulding machines compensating partly for the shortfall, total turnover in 

China managed to register a growth of 4% to HK$653 million for the first half of this financial 

year (2012: HK$628 million). 

 

The primarily export oriented customers in Taiwan finally rebounded in force with gradual 

economic recoveries in Europe and the U.S.. During the first half of this financial year, total 

turnover in Taiwan rose by 47% to HK$72 million (2012: HK$49 million), close to 2011 levels. 

 

In international markets, there were much concerns and rumours during the second quarter of this 

year over the possible ending of quantitative easing by the U.S. Federal Reserve, which 

contributed to rapid appreciations in the U.S. Dollar, and matching depreciations in the currencies 

of many developing countries that maintained relaxed monetary policies since the years of 

financial crisis, many of which were large markets for injection moulding machines. For instance, 

during the second quarter of 2013, the currencies of developing countries in South East Asia 

generally depreciated by more than 10% against the U.S. Dollar, with some countries continuing 

to decline in the third quarter to multi-year lows. Similar currency depreciations also occurred in 

South America. Even as the U.S. Federal Reserve calmed international markets by immediately 

and publicly rejecting an early end to quantitative easing which made the U.S. Dollar rewind 

from the highs, the currencies of many developing countries continued to remain suppressed. 

 

Such substantial currency depreciations had an unavoidable impact on the Group’s international 

business, with double-digit declines in the countries affected. On the other hand, results 
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anticipated from a number of key countries and regions where the Group had opened new sales 

subsidiaries (e.g. Brazil, Europe, etc.) started to materialize. Europe was particularly encouraging, 

registered a high-double-digit growth. This had strengthened the Group’s resolve to invest further 

in developing international markets for the next several years. In total, the Group’s turnover from 

international markets declined by 7% as compared with the same period of last year, to 

HK$246 million (2012: HK$265 million). 

 

DEVELOPMENT OF NEW TECHNOLOGIES AND NEW PRODUCTS 

Upon the heels of the Group delivering its first 4,500-ton ultra-large-tonnage two-platen injection 

moulding machine to a customer in Europe – the largest of such machines manufactured in 

China – the Group expects to deliver its next triumph, the first 6,500-ton two-platen injection 

moulding machine, by early 2014. This machine will become a significant milestone (as well as 

under worldwide spotlights) since it is the largest injection moulding machine currently 

manufactured in the Asian region. This also proves that the Group has attained an 

unchallengeable leadership in China in manufacturing high-tech, ultra-large-tonnage injection 

moulding machines. 

 

MANUFACTURING EFFICIENCY AND CAPACITY 

The “Phase Three” development of the Shenzhen Chen Hsong Industrial Park is well underway. 

Three huge, double-deck factory buildings have been built, and should become online once 

necessary government approval procedures and production equipment are in place. The new 

factory buildings have high ceilings (25 metres above ground) and are equipped with 

heavy-lifting cranes, facilitating the manufacture of 4,000-ton and above ultra-large-tonnage 

injection moulding machines. Over 88,000 square metres of production and storage space will be 

added, and with the enhanced scale, the new facilities will add significant production strength and 

improved efficiency to the Group in its penetration into the ultra-large-tonnage injection 

moulding machines market. 

 

LIQUIDITY AND FINANCIAL CONDITIONS  

As at 30 September 2013, the Group had net current assets of HK$1,712 million (2012: 

HK$1,687 million (restated)), which represented a 1% increase as compared with the same 

period of last year.  Cash and bank balances (including pledged deposits) amounted to HK$905 

million (2012: HK$890 million), representing an increase of HK$15 million over last year.  The 

bank borrowings were HK$267 million (2012: HK$219 million), increased by HK$48 million, 

which were short term loans with floating interest rates for general working capital purposes. The 

Group recorded a net cash position of HK$638 million (2012: HK$671 million), representing a 

decrease of HK$33 million. 

 

The gearing ratio of the Group is measured as total borrowings net of cash and bank balances 

divided by total assets. The Group had a net cash position as at 30 September 2013. As a result, 

no gearing ratio was presented. 

 

It is the policy of the Group to adopt a consistently prudent financial management strategy, 

sufficient liquidity is maintained with appropriate levels of borrowings to meet the funding 

requirements of the Group's investments and operations.     
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CHARGE ON ASSETS 

As at 30 September 2013, bank deposits of certain subsidiaries of the Group operating in 

Mainland China in the amount of HK$92 million (2012: HK$103 million) were pledged, 

including HK$45 million (2012: HK$45 million) for securing certain loans granted by certain 

financial institutions in Mainland China to independent third parties; HK$41 million (2012: 

HK$41 million) for securing bank acceptance notes, included in the trade and bills payables, to 

suppliers; and HK$6 million (2012: HK$17 million) for securing payments of construction costs 

of industrial buildings in Mainland China. 

 

CAPITAL COMMITMENTS 

As at 30 September 2013, the Group had capital commitments of HK$61 million (2012: HK$145 

million), mainly in respect of the construction of industrial buildings and the purchases of 

production equipment in Mainland China which are to be funded by internal resources of the 

Group. 

 

TREASURY AND FOREIGN EXCHANGE RISK MANAGEMENT 

The Group adopts a prudent approach in managing its funding. Funds, primarily denominated in 

Hong Kong dollars, U.S. dollars, New Taiwanese dollars and Renminbi, are normally placed with 

banks in short or medium term deposits for working capital of the Group. 

 

As at 30 September 2013, the Group had borrowings in Japanese yen equivalent to HK$42 

million (2012: HK$99 million) for payments to suppliers in Japanese yen.  The Group, from 

time to time, assesses the risk exposure on certain volatile foreign currencies and manages it in 

appropriate manner to minimize the risk. 

 

During the period under review, net foreign exchange gains increased as compared with the same 

period of last year because of the appreciation of the Renminbi in this period.  The Group has 

substantial investments in Mainland China and is aware that any fluctuation of Renminbi would 

have an impact on the net profits of the Group. 

 

CONTINGENT LIABILITIES 

As at 30 September 2013, the Group provided guarantees to financial institutions in connection 

with facilities granted to third parties amounted to HK$102 million (2012: HK$104 million).  

 

HUMAN RESOURCES 

As at 30 September 2013, the Group had approximately 2,700 (2012: 2,800) full-time employees. 

The Group offers good remuneration and welfare packages to its employees and maintains 

market-competitive pay levels. Employees are rewarded based on individual as well as the results 

performance of the Group.  

 

The Group conducts regular programmes, including comprehensive educational and professional 

training, and social counselling activities, to its employees to enhance staff quality, standards of 

professional knowledge and teamwork spirit.  
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OUTLOOK FOR THE SECOND HALF 

A tight monetary policy adopted by the new Central Government in China – crucial for economic 

stability in the long term – will unavoidably lead to short-term pains. The market in China for the 

second half of this financial year continued to be veiled in uncertainty, heavily dependent on the 

Central Government’s policy direction and degree of credit tightening. The Group is of the view 

that China GDP should maintain at its current growth rate of 7-8% and that, barring unforeseen 

circumstances, it is expected that stability in the Group’s business development can be ensured. 

 

CORPORATE GOVERNENCE CODE 

Throughout the six months ended 30 September 2013, the Company has complied with all the 

code provisions of the Corporate Governance Code as set out in Appendix 14 of the Listing Rules, 

except for the following deviation: 

 

Code provision A.4.2 provides that every director should be subject to retirement by rotation at 

least once every three years. The directors of the Company (except the Chairman of the Company) 

are subject to retirement by rotation at least once every three years as the Chen Hsong Holdings 

Limited Company Act, 1991 of Bermuda provides that the chairman and managing director of 

the Company are not required to retire by rotation. 

 

COMPLIANCE WITH THE MODEL CODE AND THE CODE FOR SECURITIES 

TRANSACTION BY DIRECTORS 

The Company has adopted a Code of Conduct regarding Securities Transactions by the Directors 

(the “Code of Conduct”) on terms no less exacting than the required standard set out in the Model 

Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) contained in 

Appendix 10 of the Listing Rules. The Company, after having made specific enquiry of all 

directors, confirms that all directors have complied with the required standard set out in the Code 

of Conduct and the Model Code for the six months ended 30 September 2013. 

 

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE  

COMPANY 

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the listed 

securities of the Company during the six months ended 30 September 2013. 
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REVIEW OF ACCOUNTS 

The Audit Committee of the Company has reviewed with the Management the accounting 

principles and practices adopted by the Group and discussed internal controls and financial 

reporting matters including the review of the unaudited interim results for the six months ended 

30 September 2013.  

 

 

On behalf of the Board 

CHEN HSONG HOLDINGS LIMITED 

                 Chen CHIANG 

                Chairman 

 

 

Hong Kong, 27 November 2013 

 

As at the date of this announcement, the executive directors of the Company are Dr. Chen 

CHIANG, Ms. Lai Yuen CHIANG, Mr. Chi Kin CHIANG, Mr. Stephen Hau Leung CHUNG and Mr. 

Sam Hon Wah NG, and the independent non-executive directors of the Company are Mr. Johnson 

Chin Kwang TAN, Mr. Anish LALVANI, Mr. Bernard Charnwut CHAN and Mr. Michael Tze Hau 

LEE. 

 


