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RESULTS

EE(HB)ARARI(IARR ] ESE® The board of directors (the “Board”) of Group Sense
([ZFE=g ) EMAQrRENBAR (4 (International) Limited (the “Company”) announces the
BIASEDBE_T - FA=1TH unaudited condensed consolidated interim results of the
IERER 2 R EZE BRSSP RS Company and its subsidiaries (collectively the “Group”)
ER_T-AFRPEREFTHOT - A for the six months ended 30 June 2016, together with the
REEE-_T—RAFE+_A=+—81I comparative figures for the corresponding period in 2015
NEARG  NARBFEMBRFEEEE as follows. As the Company changed its financial year end
HH=ZA=+—HEXARTZ-_H="1— date from 31 March to 31 December beginning from the nine
B MAREMEIOAR AT B HRE months ended 31 December 2015, the financial statements
DEE_ZT—-R"FAA=ZTHIEHE of the Company herein presented are for the six months
A MBS FREEZE_ZE—RFNA ended 30 June 2016, with comparatives based on those for
=+HIEXREA - the six months ended 30 September 2015.
HRGRE R REM2EKER CONDENSED CONSOLIDATED STATEMENT
OF PROFIT OR LOSS AND OTHER
S COMPREHENSIVE INCOME
BE_ZT—R"FRA=THLXEA For the six months ended 30 June 2016
D Bz
—E-RE —E—RF
AA=ZTHILE NA=THIE
~MEA ~NMEA
Six months Six months
ended ended
30 June 30 September
2016 2015
= FET FET
Notes HK$°000 HK$'000
(REER) (REEZ)
(Unaudited) (Unaudited)
PN REVENUE 3 151,923 88,352
HERAR Cost of sales (122,468) (63,231)
EH Gross profit 29,455 25,121
HAan A Rz - 58 Other income and gains, net 12,641 6,852
HE R HX Selling and distribution expenses (10,569) (11,766)
TRE Administrative expenses (30,468) (27,595)
7 R Research and development expenses (9,740) (11,020)
Hip A - 55 Other operating income, net — 182
BERA Finance costs 4 (864) (466)
15 & &R A Share of profit of joint ventures 699 825
BAIEE LOSS BEFORE TAX 5 (8,846) (17,867)
PRAGH 2 Income tax expenses 6 (12) —
FHES LOSS FOR THE PERIOD (8,858) (17,867)
Hitn2HEEE OTHER COMPREHENSIVE LOSS
REERBEET T BEBERE Other comprehensive loss to be
Hip 2 HEEE : reclassified to profit or loss in
subsequent periods:
FEBINEB ELERE Exchange differences on
translating foreign operations (4,922) (4,475)
AHZHEERARHE TOTAL COMPREHENSIVE LOSS
FOR THE PERIOD (13,780) (22,342)
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ERsSEakEMEEKER(E) CONDENSED CONSOLIDATED STATEMENT

OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME (continued)

BE_ZT—RFA=THILEA For the six months ended 30 June 2016
BZ BHE
—B-RF —ET-RF
AA=+HILE NA=THLE
~MEA ~NMEA
Six months Six months
ended ended
30 June 30 September
2016 2015
i 2 FER TET
Notes HK$’000 HK$'000
(REER) (REERZ)
(Unaudited) (Unaudited)
FE(L B8 - Loss attributable to:
AARIRERE A Equity holders of the Company (8,119) (17,047)
FEIE A Non-controlling interests (739) (820)
(8,858) (17,867)
B2 HEEER Total comprehensive loss attributable to:
RN RIRIERA A Equity holders of the Company (13,176) (21,785)
FEIE IR Non-controlling interests (604) (557)
(13,780) (22,342)
ERREBRRESEA LOSS PER SHARE ATTRIBUTABLE
EiEERER TO ORDINARY EQUITY HOLDERS
OF THE COMPANY
B Basic (&1L (71
8 HKO0.28 cents) HK1.19 cents)
g Diluted (B4 (AL
HKO0.28 cents) HK1.19 cents)
BHEREZFFIBERERT BWMEM 7 5 Details of the dividends are disclosed in note 7 to the
= o condensed financial statements.
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R-E—RENA=1H

CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 30 June 2016

—E-RE —ZE—-hF
<A +=A
=+H =+—H
30.06.2016 31.12.2015
LiEzs FTAERT FAT
Notes HK$°000 HK$'000
(REER) (feg&z)
(Unaudited) (Audited)
ERBEE NON-CURRENT ASSETS
ME - WE KR Property, plant and equipment 9 307,747 313,508
B TSR Prepaid land lease payments 44,290 45,668
iEIEF KA Deferred development costs 552 756
BERRIZKE Investments in joint ventures 4,976 4,290
BtENR 2B Investments in associates 18 18
AP ERE Available-for-sale investments 7,300 7,300
EH%® Long term deposits 10,437 10,688
JEMENE BT Total non-current assets 375,320 382,228
REBEE CURRENT ASSETS
FE Inventories 70,099 58,590
FEWE FER K Trade receivables 10 29,413 20,300
FERRIE - ek Prepayments, deposits and
H Ath fE I BR 7R other receivables 17,082 14,264
EW—FEEa & RaRNR Amounts due from a joint venture 295 885
AR B F 3K Tax recoverable 1,786 1,826
[WEAELERET N Pledged deposits — 488
RekReFEIER Cash and cash equivalents 290,618 375,161
MENE EBRR Total current assets 409,293 471514
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R-E—RENA=1H

CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (continued)
At 30 June 2016

—E-REF —E—RF
~NA +=A
=+H =+—H
30.06.2016  31.12.2015
B sE FET FAT
Notes HK$’000 HK$'000
(REER) (&' IZ)
(Unaudited) (Audited)
REBAE CURRENT LIABILITIES
BT E 5 R Trade payables 11 40,118 54,431
HitnE R R EFAE Other payables and accruals 147,951 153,998
Mt BIRITIEE Interest-bearing bank borrowings 12 24,887 68,927
15 Provision 999 945
FE R 3K Tax payable 120 123
MEBEERE Total current liabilities 214,075 278,424
RBEEFE NET CURRENT ASSETS 195,218 193,090
BEERRBEE TOTAL ASSETS LESS CURRENT
LIABILITIES 570,538 575,318
FRBEE NON-CURRENT LIABILITIES
BREER Loan from a shareholder 119,000 110,000
BEFE Net assets 451,538 465,318
f% R EQUITY
KATRREFEABGRE Equity attributable to equity
holders of the Company
BEITIRA Issued capital 287,439 287,439
& Reserves 170,966 184,142
458,405 471,581
IR Non-controlling interests (6,867) (6,263)
B Total equity 451,538 465,318
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

BE_ZT—RFA=THILEA For the six months ended 30 June 2016
KARREREARL
Attributable to equity holders of the Company
BEf Bt LS [3 EfRE ] .
i HER i Bhi Bt i 2iHE £8  FiEG R4S
Share Capital Exchange Non-
Issued premium  redemption Special Other  fluctuation ~ Accumulated controlling Total
capital account reserve reserve reserve reserve loss Total interests equity
TEL T TEL T Tin T TiEn Tt Tin T
HK$ 000 HK$'000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$ 000 HK$ 000 HK$'000 HKS$'000
NE-AE-A-B At 1 January 2016 (Audted)

(#20) 27439 601,060 49 (60,819) 5,176 44,086 (405,780) 471,581 (6,263) 465,318
KHEE Loss for the period - - - - - - (8,119) (8,119) (739) (8,858)
Hh2EER Other comprefiensive oss - - - - - (5057) - (5,057) 13 (492)
THrERRaE Total comprenensive loss

for the period - - - - - (5,087) (8,119 (13,176) (604) (13,780)
AoE-RERBZTE  A30June 2016 (unaudied)

(x1%H) 267,439 601,060 49 (60,819) 5,176 39,029 (413,899) 458,405 (6,867) 451,538
A-F-RFEA-A At 1 Apri 2015 (Audited)

(#20) 147,319 460312 419 (60819) 5,176 50368 (34864 216311 (6571) 209740
KEEE Loss for the period - - - - - - (17040 (17.047) (820)  (17867)
Eh2EEE Other comprenensive loss - - - - - (4738) - (4738) 263 (4475)
KBREBREE Total comprehensive loss

for he period - - - - - [4738) (704 (21785) (551 (238)
RZE-RENASTH  At30 September 2015
(REEH7) (uneudted) W3 a3 49 (60.819) 5,176 780 (0191)  1945% (1108 16798

RroREBEMEB 2B AR Zikp@E
BEARANRARARNDE-NN=F
FHAEEEERRKBERET 2K
EEZZERE

The special reserve represents the difference between the
nominal value of the shares of the acquired subsidiaries and
the nominal value of the Company’s shares issued for the
acquisition at the time of the group reorganisation prior to
the listing of the Company’s shares in 1993.
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
BHE_ZT—R"FRA=THLXEA For the six months ended 30 June 2016
D BE
ZEB-RE —_ZT-hF
ANA=tHLE HhA=t+HBIE
~MEA 7~ME A
Six months Six months
ended ended
30 June 30 September
2016 2015
FHET FET
HK$’000 HK$’000
(REBE®R) (RE&ERZ)
(Unaudited)  (Unaudited)
REXBRENRE Cash flows from operating activities
MATE 8 Loss before tax (8,846) (17,867)
- Adjustments for:
BhE R Finance cost 864 466
EhEBERaRMNREE Share of profits and loss of joint ventures (699) (825)
RITHBHA Bank interest income (551) (39)
e Depreciation 8,786 4,699
RIBEMN T HEERE Recognition of prepaid land lease payments 593 243
iR 3 R B K AN 5H Amortisation of deferred development costs 204 283
WEFEEA #RFE Write-down of inventories to net realisable
value 716 554
B[] E Ath FE IR BR SR E Reversal of impairment of other receivables (5,905) —
(4,838) (12,486)
FEE Increase in inventories (12,467) (7,193)
JEWE 5 AR FRIE N Increase in trade receivables (9,199) (636)
H b U BR OB L, (38 n) Decrease/(increase) in other receivables 2,924 (9,431)
REZ R Decrease in long-term deposits 251 —
Bl & & RRIBRFUR S Decrease in amounts due from joint ventures 603 590
ERE SR ORD), /18 (Decrease)/increase in trade payables (13,859) 4,524
H At FEATER R CRL ),/ hn (Decrease)/increase in other payables (5,074) 721
EmIRFEREHEMORd) Increase/(decrease) in provision for product
warranty 30 (574)
KREMAR S Cash used in operations (41,629) (24,485)
EAREIMIE Overseas taxes paid (12) —
REERFTAZHESRESE Net cash flows used in operating activities (41,641) (24,485)

08 Group Sense (International) Limited e Interim Report 2016



CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS (continued)
For the six months ended 30 June 2016

Bz Bz
—E-XRF —T-RHF
AAB=t+ALE NA=t+HL
A~MEA A A
Six months Six months
ended ended
30 June 30 September
2016 2015
FHT THET
HK$’000 HK$'000
(REBE®R) (REER)
(Unaudited)  (Unaudited)
=R ERS) Interest received 551 39
BAYE  BWELERBER Purchases of items of property, plant and
. ) equipment (9,658) (955)
1R INEIE R B PR A Additions to deferred development costs — (83)
EHFRR A Decrease in time deposits 230,000 —
REEKELE (FTRA)Z Net cash flows generated from/(used in)

ReReFH investing activities 220,893 (999)
BEKAE Finance costs (864) (466)
FIRIRITE K New bank loans 24,887 25,910
EERITER Repayment of bank loans (68,927) (27,781)
JEAS —RR R BR FIE A0 Increase in an amount due to a shareholder 9,000 68,000
MEXK(FFE) EL2HE Net cash (used in)/generated from financing

REFHE activities (35,904) 65,663
BeRBELZEBEH 2#EME  Net increase in cash and cash equivalents

B 143,348 40,179
HYzREeRASEEER Cash and cash equivalents at the beginning

of the period 145,649 113,064
IEERSEoHE T Effect of foreign exchange rate changes, net 1,621 (493)
HARzHERASEHEER Cash and cash equivalents at the end of the

period 290,618 152,750
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BHHGEHETER(E) CONDENSED CONSOLIDATED STATEMENT OF
CASH FLOWS (continued)

HE_Z—XRFA=Z+tHLAREAR For the six months ended 30 June 2016
Bz BE
—E-RE —T-hHF
AA=+HL HA=THIE
~MEA N EA
Six months Six months
ended ended
30 June 30 September
2016 2015
FiBT THET
HK$°000 HK$'000

(REEER) (REEZ)
(Unaudited)  (Unaudited)

ReRBESSEBEBEER S Analysis of balances of cash and cash
equivalents

RESBRZ A BN KT8k 2 Cash and cash equivalents as stated in the

iﬁi&fﬁ/\ﬁﬁlﬁ S condensed consolidated statement of
financial position 290,618 152,266
EARR IJHH HLWU=MA 2z Time deposits with original maturity of less
EHIER ﬁkﬁ’jfﬁﬁ than three months when acquired, pledged
BFHEA as security for a bank loan — 484
NEBRZAIRERERYIERY  Cash and cash equivalents as stated in the
fﬂi&fﬁ ZEEE condensed consolidated statement of cash
flows 290,618 152,750
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ARG I M E PR AE S IS AT HAR i R AR RO
TR R -

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
For the six months ended 30 June 2016

1.

BASIS OF PREPARATION

The condensed consolidated financial statements are unaudited
and 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
the applicable disclosure requirements of Appendix 16 to the main
Board Listing Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements has been prepared
under the historical cost basis except for investment properties and
certain financial instruments, which are measured at fair values.

The Group has adopted the following revised Hong Kong Financial
Reporting Standards (“HKFRSs”)(which include all Hong Kong
Financial Reporting Standards, HKASs and Interpretations) issued by
the HKICPA for the first time for these Financial Statements.

Amendments to HKFRS 10, Investment Entities: Applying the Consolidation
HKFRS 12 and Exception
HKFRS 28(2011)

Amendments to HKFRS 11
HKFRS 12 and
HKFRS 28(2011)

Accounting for Acquisitions of Interests in Joint
Operations

Amendments to HKAS 1

Disclosure Initiative

Amendments to HKAS 16
and HKFRS 41

Agriculture: Bearer Plants

Amendments to
HKAS 27(2011)

Equity Method in Separate Financial Statements

Annual Improvements to Amendments to numbers of HKFRSs

2012-2014 Cycle

The adoption of the revised HKFRSs has had no significant financial
effect on these condensed consolidated financial statements and
there have been no significant changes to the accounting policies
applied in these condensed consolidated financial statements.

None of these developments have had a material effect on how the
Group’s results and financial position for the current or prior periods
have been prepared or presented. The Group has not applied any
new standard or interpretation that is not yet effective for the current
accounting period.
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ERSRES M ERRMT(E) NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

HEZZ—RFA=THILEANEA For the six months ended 30 June 2016
3. EBoEEH 3. OPERATING SEGMENT INFORMATION
AEBRSEBOBER ZEEZRARESLD The Group’s primary format for reporting operating segment
¥ information is business segment.
BE-Z—ANEANAZTHLEANEB(RESE For the six months ended 30 June 2016 (unaudited)
%)
tEEER BABRER RBER LERHEM Fe
Personal
Magnesium communication Strategic Corporate
products products products and others  Consolidated
TER TR FET FER TER
HK$’000 HK$’000 HK$’000 HK$°000 HK$’000

2EBA Segment revenue:
HETIAEP Sales to external customers 41,045 23,575 87,303 - 151,923
PEEE Segment results (9,533) 2,024 (1,184) (539) (9,232)
Hi - Reconciliation:

FIEMA Interest income 551

BERA Finance costs (864)

EEEENaRT Share of profit of joint ventures 699
BAIEE Loss before tax (8,846)
FERZ N Income tax expenses (12)
KEEE Loss for the period (8,858)
RZB-XREXNA=TH(KREER) At 30 June 2016 (unaudited)
PEEE Segment assets 285,334 31,433 162,231 6,916 485,914
Bk - Reconciliation:
AOEEE Unallocated assets 298,699
BEE Total assets 784,613
HEEMR Segment liabilities 134,377 11,453 42,966 272 189,068
HE - Reconciliation:
AOEAE Unallocated liabilities 144,007
FCy=V Total liabilities 333,075
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fRAAR S B R AR M RE (48)

3.

NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (continued)
B ZT—XRFA=+tHItAEAR For the six months ended 30 June 2016

EBSBENE) 3.

BE-Z—AHAFAAZ+HLEANERAGRESE
%)

OPERATING SEGMENT INFORMATION (continued)

For the six months ended 30 September 2015 (unaudited)

SBEER BEABAER RBED rERAM )
Personal
Magnesium  communication Strategic Corporate
products products products and others Consolidated
THET THT TR TR FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEBA Segment revenue:
HWETHREP Sales to external customers — 24,554 63,798 — 88,352
PEER Segment results — (5,635) (8,912) (3,900) (18,447)
- Reconciliation:
FEHA Interest income 39
BERA Finance costs (466)
EEaENaET Share of profit of joint ventures 825
HERB LRz K Gain on disposal of subsidiaries 182
RAIEE Loss before tax (17,867)
R ZH Income tax expenses _
AEER Loss for the period (17.867)
R-Z-—HF+ZA=+—H(KER) At 31 December 2015 (audited)
PTREE Segment assets 258,397 37,482 164,614 3,281 463,774
HE - Reconciliation:
AOBEE Unallocated assets 389,968
BEE Total assets 853,742
2HEE Segment liabilities 149,191 13,598 45,123 1,462 209,374
- Reconciliation:
APEEE Unallocated liabilities 179,050
wakE Total liabilities 388,424

R (B ARADF » 2016 HHE 13



R AR S B R MY R (48

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

BE_ZT—RFA=THILEA For the six months ended 30 June 2016
4. FERK 4. FINANCE COSTS
BZE HE
—E—RE —E-A1F
NA=+H hA=+H
IEREA 1ERMEA
Six months Six months
ended ended
30 June 30 September
2016 2015
FHET FHET
HK$’000 HK$’000
(REEX) (REEEZ)
(Unaudited) (Unaudited)
REFRZEEEREZ Interest on bank borrowings wholly repayable within
RITRER S five years 864 466
5. FATEE 5. LOSS BEFORE TAX
BZE HE
—E-XEF —T—hF
NA=+H hA=+H
IEREA 1ERMEAR
Six months Six months
ended ended
30 June 30 September
2016 2015
FHET FHET
HK$’000 HK$'000
(REEX) (REEEZ)
(Unaudited) (Unaudited)
NEE 2 FHAEEREIG, (5t A): The Group’s loss before tax has been arrived at after
charging/(crediting):
FEEE Provision of inventories 716 554
1 [0 A Ath FE U AR TR E Reversal of impairment of other receivables (5,905) —
i 3 R B A AN 8 Amortisation of deferred development costs 204 283
TET 1 FH & R EE R 5 Amortisation of prepaid land lease payments 593 243
e Depreciation 8,786 4,699
SR1T AL BN Bank interest income (551) (39)
6. WHEZH 6. INCOME TAX EXPENSES
BE HE
—E-RE —T—hF
~A=+H hA=+H
WEX{E A 1ER1EA
Six months Six months
ended ended
30 June 30 September
2016 2015
FET FHT
HK$’000 HK$'000
(REEZX) (REEEZ)
(Unaudited) (Unaudited)
REH The Group:
R — HibiE Current — Elsewhere 12 —
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ERGREMBERRMEE)
BE-Z-FAA=+ALANER

7.

10.

BE
EEETEZARFREHE_ZT— A F A
=t+HAERNEAZFHEE(ZE—AENA
=t+B:&)-

FAREERBEREARGERER

(a) BREFER

FRREREIE TR E AR QR T E AR E
BB AEEAEEIES,119,0008 (=
T—RHFNA=+H 17,047,000
7T) M BRI E # 17 iR 15 2,874,390,058
B(Z—=ZE —FHHF HALA=ZF B:
1,437,195,029 ) st E

(b) SRBFER

AEERZSHRMBECHTEEES

LEaR o
NE - BERZRE
REE-ZT—XNENA=ZTHLEANEA 2
A S5 59,658000F TL(—E—AHFNA
=+H : 955,000 7C) 2 M BB K&
PEW & 3 BR X

FEEGTEESEPZFHEREHAIIOE
90K °

AT TIEWE S ERFRIEZ IR ZRESIT -

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2016

7.

10.

DIVIDEND

The Board does not recommend any payment of interim dividend to
shareholders for the six months ended 30 June 2016 (30 September
2015: Nil).

LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

(a) Basic loss per share
The calculation of basic loss per share amount is based on the
loss for the period attributable to ordinary equity holders of the
Company of HK$8,119,000 (30 September 2015: HK$17,047,000)
and 2,874,390,058 (30 September 2015: 1,437,195,029) shares
in issue during the period.

(b) Diluted loss per share

The Group had no potentially dilutive ordinary share in issue
during those periods.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2016, additions of property,
plant and equipment amounted to HK$9,658,000 (30 September 2015:
HK$955,000).

TRADE RECEIVABLES

The Group allows an average credit period of 30 to 90 days to its
trade customers.

The following is an aged analysis of trade receivables, based on due
date:

—E-RF —T-hF

~A=+HB +=ZA=+—H

30.06.2016 31.12.2015

FHExT FET

HK$’000 HK$'000

(REEX) (&%)

(Unaudited) (Audited)

0-60X 0 - 60 days 23,533 19,101
61 - 90K 61 - 90 days 1,028 127
HBiE 90K Over 90 days 4,852 1,072
20,413 20,300

EE(EPE)ARAE « 2016 8= 15



AR MR M (&)

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2016

11. ENESER 11. TRADE PAYABLES
AT IENE SRFIBEFRE A ZBRER DT - The following is an aged analysis of trade payable, based on due
date:
—E-RE —T—AhF
~A=+H +=ZA=+—H
30.06.2016 31.12.2015
FaT FHET
HK$’000 HK$'000
(REER) (&%)
(Unaudited) (Audited)
0 - 60X 0 - 60 days 36,923 51,350
61 -90Kk 61 - 90 days 418 45
B 90K Over 90 days 2,777 3,036
40,118 54,431
12. MERITHEE 12. INTEREST-BEARING BANK BORROWINGS

—Z-X"FXRA=T+AH —Z-nFt+ZA=+—H
30.06.2016 31.12.2015
BEAIE BRRA
(%) FHBT (%) FHT
Effective Effective
interest interest
rate (%) HK$’000 rate (%) HK$'000
(REER) (REER) (fe&%) (fe&%)
(Unaudited) (Unaudited) (Audited) (Audited)
B Current
RITHEE - BT AR  Bank borrowings, secured and
—FRPIEBRER repayable within one year or
on demand 3.0-3.9 24,887 26-8.6 68,927
Biat - Notes:
(@) RZZE—RFANA=Z+H KAEBEZR (a) As at 30 June 2016, the Group’s bank loans are secured by:

AER T SRR -

(i) MUAREBRBHEBAREEDLELD (i
7,105,000 T (ZE—HFE+ =
A=+—H 72450008 7T) 2
EFERIBER

=

a mortgage over the Group’s building, which had an
aggregate carrying value at the end of the reporting period
of approximately HK$7,105,000 (31 December 2015:
HK$7,245,000);

(i) LAZRZRA) R AN M T B A A (i)
S Z A BERIERT -

corporate guarantee executed by the Company and the
subsidiary company within the Group.
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13. BN —BRERERN

FEAT — IR RER TR MR « TRT8 R EE T 8

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2016

13. AMOUNT DUE TO A SHAREHOLDER

The amount due to a shareholder is unsecured, non-interest-bearing

RER o and has no fixed terms of repayment.
14, & 14. COMMITMENTS
—E—RF —T—hF
AA=+A +ZA=+—H
30.06.2016 31.12.2015
FET FHET
HK$’000 HK$’000
(REBER) (JE5=%)
(Unaudited) (Audited)
BERTAV B R ERE - Contracted, but not provided for:

L E Y Property, plant and equipment 19,752 5,751

15. BEALTRS

REZE T —RFENA=+HINEA SR
S NFEEE M2 HA823,00087T
(Z=—HFhA=F+H &) -

REBE-T—R"FANA=ZTHINEAEM -
REBEBEFTEEIEESS,0008T(—E—H
FNAA=+H :950008T)EAEEME -

15. RELATED PARTY TRANSACTION

During the six months ended 30 June 2016, the purchase of products
from an associate amounts to HK$823,000 (30 September 2015: Nil).

During the six months ended 30 June 2016, the compensation to key
management amounts to HK$88,000 (30 September 2015: HK$95,000)
representing director’s remuneration.
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RERBEN
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BREZBGRAMER  BRIEXBKEM
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2B S R AERCAR - R BRI
BHEEBRFED - RITRARER -

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

During the period under review, the Group recorded a
significant improvement in both total sales revenue and
overall operational efficiency amidst the global economic
downturn, with strategies on adjusting business plan of
electronic business to realize business optimisation, and a
two-pronged approach for improving efficiency and reducing
costs, leading to a turnaround in existing businesses. During
the period under review, the Group’s production base for
magnesium in Xinjiang has commenced operations, which
will become new sources of income for the Group.

A review on each business unit of the Group as follows:
The Magnesium Business

The Group’s magnesium product manufacturing unit in
Xinjiang has established production lines for magnesium
product and semi-coke with an annual production capacity
of 15,000 tonnes and 600,000 tonnes respectively. Among
which, the production line for magnesium has commenced
operations after the trial run during the review period, with a
planned production capacity of 100,000 tonnes. Currently,
the production line for magnesium mainly produces
magnesium ingots, and technology upgrade has been
completed by stages. Additional facilities will be completed
during the third quarter of the year. The Group’s magnesium
products will be further optimized through technology
upgrade, so as to improve the manufacture and sales for
high-margin products.

Manufacturing Business Unit

During the first half of 2016, orders from electronics
manufacturing business (“EMB”) recorded a decline while
orders from touchscreen business has been increased,
leading to a reduction in loss from Manufacturing Business
Unit. This unit will continue to control the expenses and
lower the costs so as to maintain competitiveness, while
strengthen touchscreen business in order to achieve income
and revenue growth.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Business Review (continued)
Strategic Products Strategic Business Unit

During the period under review, the sales revenue generated
from Japan has recorded growth, therefore the loss from
strategic products business unit has been narrowed down
during the first half of the year. However, it is anticipated
that the volatility and appreciation of Japanese Yen will
result a sharp decrease in sales revenue for the second half
of the year. This business unit will further expand production
lines and customer sources to drive sales growth.

Personal Communication Products Strategic Business
Unit

During the period under review, sales revenue from Personal
Communication Products Strategic Business Unit was
slightly better than anticipated and recorded a profit. It is
expected that new production lines will be able to contribute
stable profit in the second half of the year. The Management
is confident that this unit will be able to maintain growth and
profit.

Outlook

As an eco-friendly lightweight new material, magnesium
can help achieving energy saving and emission reduction,
it also plays an important part in light-weight components
for vehicle and communication equipment. According to the
figures from ASKCI Consulting Co. LTD (FFREZEWFTMR),
China’s magnesium production, reserve and export ranked
the 1st around the world, its production and consumption
of magnesium alloy reached 415,000 tonnes and 300,000
tonnes respectively in 2015. Magnesium alloy was mainly
used on die casting products such as mobile phone, laptop
casing and accessories in addition to transportation; it also
gained a growing popularity in application of vehicle and
appliance manufacturing industries. In view of the rapidly
growing downstream demand, magnesium alloy industry
will have a more important role to play in China’s economy.
Given the development trend of energy saving and emission
reduction, the management is optimistic with the enormous
potential for magnesium and believes that expanding
magnesium business will lead the Group to enter the next
stage.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Outlook (continued)

As economic situations in Japan, Europe, the primary
markets for the Group’s electronic business, and all other
countries worldwide remain uncertain, this will create
an impact on the operating performance of all business
units during the second half of the year. As such, our
business units will strive to consolidate existing customers,
while expand markets and sales networks, broaden
product offerings, explore new customers and business
opportunities, in order to make contribution to our sales
growth and profits.

FINANCIAL REVIEW

Sales revenue of the Group for the six months ended 30
June 2016 was approximately HK$151,923,000 representing
an increase of 71.9% compared with the period ended
30 September 2015. During the period under review,
Magnesium, PCP and SP business units recorded a
sales revenue of HK$41,045,000, HK$23,575,000 and
HK$87,303,000 respectively.

Operating loss of the Group during the period under
review was approximately HK$7,982,000 (30 September
2015: approximately HK$17,583,000). After deducting
finance costs of approximately HK$864,000 (30 September
2015: approximately HK$446,000), loss before tax was
approximately HK$8,846,000 (30 September 2015:
approximately HK$17,867,000).

LIQUIDITY AND FINANCIAL RESOURCES

On 30 June 2016, the bank balances and cash of the
Group (including bank deposits) were HK$290,618,000
(31 December 2015: HK$375,649,000). The Group’s bank
borrowings as at 30 June 2016 was HK$24,887,000 (31
December 2015: HK$68,927,000). The Group’'s bank
borrowings was short term in nature and with floating
interest rate. The Group has a loan from a shareholder of
HK$119,000,000 (31 December 2015: HK$110,000,000) as
at 30 June 2016, which was unsecured, non-interest-bearing
and not repayable within 12 months. As at 30 June 2016, the
gearing ratio of the Group, defined as total bank borrowings
plus loan from a shareholder divided by shareholders’
equity, was 31.8%. The interest expenses was HK$864,000
during the period.
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CONTINGENT LIABILITIES

As at 30 June 2016 and 31 December 2015, the Group has
no contingent liabilities.

FOREIGN CURRENCIES AND TREASURY
POLICY

Most of the Group’s business transactions, assets and
liabilities are denominated in Hong Kong dollars, Japanese
Yen, United States dollars or Renminbi. The usual treasury
policy of the Group is to manage significant currency
exposure and minimize currency risk whenever it may have
material impact to the Group. During the last six months,
the Group did not engage in any interest rate or currencies
speculations.

EMPLOYEES RELATIONS

As at 30 June 2016, the Group has on its payroll 65
employees (31 December 2015: 73) in Hong Kong, 825
employees (31 December 2015: 907) in China and 6
employees (31 December 2015: 5) in Japan, representing
a decrease of approximately 11% and 9% and an increase
of approximately 20% respectively as compared with
the corresponding period last year. In addition to salary
remuneration, the Group also provides other fringe benefits
such as annual leave, medical insurance and provident
fund, etc. to its staff.

APPRECIATION

On behalf of the Board, | wish to thank all our shareholders,
customers, suppliers and bankers for their continual support.
| would also like to extend my appreciation to all the staff for
their dedicated work and their contribution throughout the
period.
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OTHER INFORMATION
Directors’ Interests in Securities

At 30 June 2016, the interests of the directors of the
Company (the “Directors”) and their associates in the shares
and underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQ”)), as recorded in the
register maintained by the Company under Section 352
of the SFO or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited pursuant to
the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) set out in Appendix 10 to
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”), were
as follows:

Interests in the Shares, underlying shares and debenture
of the Company

BERGIAARERECEBREA RN
Number of ordinary shares interested or ERITRA
deemed to be interested 2Rz
3 BARER Rk NREH e BHEDE
Approximate
percentage
of interests
in the issued
share capital
Personal Family Corporate of the
Director interests interests interests Total Company
)
Long position
EEFAFEL([EBL])
Tam Wai Ho, Samson JP
(“Dr. Tam”) 63,464,000 4,600,000 75,754,236 143,818,236 5.00%
(PR&E1) (FfizE2) (PH5E3)
(Note 1) (Note 2) (Note 3)
KA
Short position
i
Nil
Hiat - Notes:

ZEROBEREELRERELE(E
A ) HER%AE 251,464,000 B - BIE L
B A 12,000,000 PR o

(1)

BARBELZEE - BIRIEES R EEEA
EXVER  BELRRRREANAEAS 2D
R s o

2)

(1) Such Shares include the 51,464,000 Shares which are jointly owned
by Dr. Tam and Mr. Tam Wai Tong, Thomas (“Mr. Tam”). Dr. Tam

directly owns 12,000,000 Shares.

Mrs. Tam is the spouse of Dr. Tam and therefore Dr. Tam is deemed
to be interested in the Shares owned by Mrs. Tam pursuant to Part XV
of the SFO.
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Hih &R (4E) OTHER INFORMATION (continued)

REQXTRG - HERORESF 2SR Interests in the Shares, underlying shares and debenture

(&) of the Company (continued)

(3) #% % W& 7 % 75,754,236 % @ Earnmill (3) Of these shares, 75,754,236 Shares are beneficially owned by Earmill
Holdings Limited ([Earnmill Holdings|)(— Holdings Limited (“Earmill Holdings”), a company which is ultimately
MBS L RELERERLIIREEEES wholly owned by Dr. Tam and Mr. Tam, in equal shares.
ZARNE=HER

REBCEERG 2B Interests in the shares of associated corporations

BERGHIERBERECEBREE (FR) L

Number of ordinary shares interested or deemed EEE BT

to be interested (long position) B 2 R

BEs MEEE AR (PN RikER DR BE  BHEIH
Approximate

percentage

of interests

in the issued

share capital

Name of of the
associated Personal Family Corporate associated

Director corporation interests interests interests Total corporation

RLREitad 42 15t S BIE AR

ARRR([HLRS
1)
Mr. Shum Sai Chit Century Sunshine 26,166,766 — — 26,166,766 0.57%
Group Holdings (Bi=E1)
Limited (“Century (Note 1)
Sunshine”)
MEF L 4 k5t
Ms. Chi Bi Fen Century Sunshine 31,519,934 — — 31,519,934 0.69%
(F&E2)
(Note 2)
oy et 4kt
Mr. Kwong Ping ~ Century Sunshine 6,389,145 — — 6,389,145 0.14%
Man (BFzE3)
(Note 3)
REARKE Akt
Mr. Cheung Sound Century Sunshine 1,000,000 1,000,000 0.02%
Poon (BizE4)
(Note 4)
ARG E Akt
Mr. Kwan Ngai Kit Century Sunshine — 3,839,797 — 3,839,797 0.08%
GET)
(Note 5)
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OTHER INFORMATION (continued)
Directors’ Interests in Securities (continued)

Interests in the shares of associated corporations
(continued)

Notes:

(1) 14,666,305 shares in Century Sunshine are directly owned by Mr.
Shum Sai Chit and 11,500,461 shares in Century Sunshine are the
number of underlying shares which may be issued to Mr. Shum under
the options held.

(2) 12,352,499 shares in Century Sunshine are directly owned by Ms. Chi
Bi Fen and 19,167,435 shares in Century Sunshine are the number of
underlying shares which may be issued to Ms. Chi under the options
held.

(8) These shares in Century Sunshine are the number of underlying
shares which may be issued to Mr. Kwong Ping Man under the options
held.

(4) Such shares include the 400,000 shares in Century Sunshine which
are directly owned by Mr. Cheung Sound Poon and 600,000 shares
in Century Sunshine which are jointly owned by Mr. Cheung and his
spouse.

(5) Such shares include the 2,560,010 shares in Century Sunshine owned
by Mr. Kwan’s spouse and 1,279,787 shares in Century Sunshine are
the number of underlying shares which may be issued to Mr. Kwan'’s
spouse under her options held.

Save as disclosed above, at 30 June 2016, none of the
Directors or their associates had any interests or short
positions in the shares and underlying shares of the
Company or any of its associated corporations as defined in
the SFO.

Share Options

The Company’s old share option scheme was expired on
1 April 2012 and all the outstanding share options granted
under such scheme were either forfeited or lapsed. The
Company has not adopted any new share option scheme as
at the date of this report.
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Name of Shareholder

OTHER INFORMATION (continued)
Substantial Shareholders

At 30 June 2016, the register of substantial shareholders
kept by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed above in
respect of certain Directors, the following shareholder had
notified the Company of relevant interest and short position
in the issued capital of the Company:

FsEBR

RODEE (FR)
Number of ordinary
shares held

(long position)

IHE BT
REZBD

% of issued
share capital

Ming Xin Developments Limited (Fft3£ 1) (note 1)

New Bright Group Limited (Ff3£2) (note 2)
42 F5 o (B EE 3)

Century Sunshine (note 3)
X = (fisE4)

Chi Wen Fu (note 4)
BER(MES)

Tam Wai Tong (note 5)
BE=(MizE6)

Mui Kai Wai (note 6)
BEZ(ME6)

Tam Wai Ho (note 6)
Miet -
(1) 1,491,197,454 %A Ming Xin Developments
Limited Bz #E A -
(2) Ming Xin Developments Limited & New
Bright Group LimitedZz & & W & & & °
B BESFRBEKMME  New
Bright Group Limited ##% &# 48 Ming Xin
Developments Limited # A #z5 2 & &BR% (5
ZHEE o

1,491,197,454 51.88
1,491,197,454 51.88
1,491,197,454 51.88
1,491,197,454 51.88
145,218,236 5.05
143,818,236 5.00
143,818,236 5.00

Note:
(1) 1,491,197,454 shares are beneficially owned by Ming Xin
Developments Limited;

(2) Ming Xin Developments Limited is a wholly-owned subsidiary of New
Bright Group Limited. As such, New Bright Group Limited is deemed
to be interested in all the shares in which Ming Xin Developments is
interested by virtue of the SFO.
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OTHER INFORMATION (continued)

Substantial Shareholders (continued)

(3)

New Bright Group Limited is a wholly-owned subsidiary of Century
Sunshine. As such, Century Sunshine is deemed to be interested in all
the shares in which Ming Xin Developments is interested by virtue of
the SFO

Mr. Chi Wen Fu controls more than one-third or more of the voting
power at general meetings of Century Sunshine (the ultimate holding
company of Ming Xin Developments Limited). As such, Mr. Chi Wen
Fu is deemed to be interested in all the shares in which Ming Xin
Developments Limited is interested by virtue of the SFO.

Such shares include: (i) the 51,464,000 shares which are jointly
owned by Mr. Tam Wai Tong and Dr. Tam Wai Ho; (ii) Mr. Tam Wai
Tong directly owns 18,000,000 Shares; and (iii) 75,754,236 shares are
beneficially owned by Earnmill, a company which is ultimately wholly
owned by Mr. Tam Wai Tong and Dr. Tam Wai Ho, in equal shares.

The shareholding of Dr. Tam Wai Ho is also included in the “Directors’
Interests in Securities” disclosed above. Mrs. Tam Mui Ka Wai is
the spouse of Dr. Tam Wai Ho and therefore Mrs. Tam Mui Ka Wai
is deemed to be interested in the shares owned by Dr. Tam Wai Ho
pursuant to Part XV of the SFO.

Save as disclosed above, at 30 June 2016, the Company
had not been notified by any persons 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 SFO.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any listed securities of the
Company during the period.
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AUDIT COMMITTEE

The Audit Committee comprises three Independent Non-
executive Directors, namely Mr. Kwong Ping Man (Chairman
of the Audit Committee), Mr. Cheung Sound Poon and Mr.
Kwan Ngai Kit. During the period under review, the Audit
Committee has held two meetings to review the accounting
principles and practices adopted by the Group and discuss
internal control and financial reporting matters. The Audit
Committee has reviewed the unaudited consolidated interim
results of the Group for the six months ended 30 June 2016.

The Audit Committee has made positive contribution to
enhancing the Company’s corporate governance.

CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 June 2016, the Company
has complied with the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”), save
for the deviations as follows:

Under code provision A.6.7, independent non-executive
directors and other non-executive directors should
also attend general meetings and develop a balanced
understanding of the views of shareholders.

— Professor Meng Jian (being a non-executive Director)
and Dr. Tam Wai Ho JP (being a non-executive Director)
were unable to attend the annual general meeting held
on 17 May 2016 as they were obliged to be away for
other matters.
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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”) set out in
Appendix 10 to the Listing Rules as its code of conduct
regarding securities transactions by the Directors on terms
no less exactly than the required standard set out in the
Model Code. Having made specific enquiry of all Directors,
all Directors confirmed that they have complied with the
required standard set out in the Model Code throughout the
six months ended 30 June 2016.

By order of the Board
Group Sense (International) Limited
Shum Sai Chit
Chairman

Hong Kong, 31 August 2016
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