Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
BERERG

The directors have pleasure in submitting their annual report
together with the audited financial statements for the year
ended 31 December 2003.

Share listing

The Company was incorporated in Hong Kong with limited
liability on 5 May 1987. On 4 July 2003, dealing in shares of
the Company commenced on the Main Board of The Stock
Exchange of Hong Kong Limited (“SEHK").

Principal activities

The principal activities of the Company are the manufacture
and sales of electronic components. The principal activity
and other particulars of the subsidiary is set out in note 14
on the financial statements.

The analysis of the principal activities and geographical
locations of the operations of the Company and its
subsidiary (the “Group”) during the financial year are set out
in note 12 on the financial statements.

Major customers and suppliers

The information in respect of the Group’'s sales and
purchases attributable to the major customers and suppliers
respectively during the financial year is as follows:

The largest customer BAEP

Five largest customers in aggregate AR F @H
The largest supplier BAEER
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Kwang Sung Electronics Co., Ltd. (“Kwang Sung Korea"”),
which is a major shareholder of the Company and
beneficially owned by certain directors and their associates,
is one of the five largest customers and suppliers of the
Group. Further details are set out in the sections “Directors’
interests in contracts” and “Connected transactions” in the
directors’ report.

Save as disclosed above, at no time during the year have the
directors, their associates or any shareholder of the Company
(which to the knowledge of the directors owns more than
5% of the Company’s share capital) had any interest in these
major customers and suppliers.

Financial statements

The profit of the Group for the year ended 31 December
2003 and the state of the Company’s and the Group’s affairs
as at that date are set out in the financial statements on
pages 54 to 107.

A special dividend of HK$5,469,000 (2002: HK$24,560,000)
was paid on 6 June 2003 to the then shareholders of the
Company prior to the listing of the Company’s shares on the
Main Board of the SEHK. The directors now recommend the
payment of a final dividend of HK$0.055 per share (2002:
HK$Nil) in respect of the year ended 31 December 2003.

Reserves

Details of movements in reserves of the Company and the
Group during the year are set out in note 24 on the financial
statements.

Fixed assets

Details of movements in fixed assets during the year are set
out in note 13 on the financial statements.
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
ERERFTE

Share capital

Details of movements in share capital of the Company during
the year, together with the reasons therefor, are set out in
note 23 on the financial statements.

Directors

The directors during the financial year were:

Executive directors

Mr. Yang Jai Sung (Chairman)
Mr. Kim Sun Cheol
Mr. Lee Byung Kwan

Non-executive director

Mr. Yang Ho Sung

Independent non-executive directors

Dr. Kim Chung Kweon
Dr. Han Byung Joon

In accordance with article 101 of the Company’s articles of
association, Mr. Kim Sun Cheol retires from the board by
rotation at the forthcoming annual general meeting and,

being eligible, offers himself for re-election.

Directors’ service contracts

The independent non-executive directors were appointed by
the board of directors on 11 October 2002 for a term of two
years commencing on 11 October 2002. Their remuneration
is determined by the board of directors on the anniversary of
the date of their appointment.

No director proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract
which is not determinable by the Company or its subsidiary
within one year without payment of compensation, other
than normal statutory obligations.
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Directors’ and chief executive’s interests and
short positions in shares, underlying shares
and debentures

The interests and short positions of the directors and chief
executive of the Company, who held office at 31 December
2003, in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
("SFO")) which are required to be notified to the Company
and the SEHK pursuant to Divisions 7 and 8 of Part XV of the
SFO, including interests and short positions which they are
deemed or taken to have under such provisions of the SFO,
or which are required, pursuant to section 352 of the SFO to
be entered in the register referred to therein, or which are
required to be notified to the Company and the SEHK
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (collectively “discloseable
interests”) were as follows:

(i) Interests in issued shares
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Ordinary shares of HK$0.1 each

Interest of

Beneficial controlled
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
ERERFTE

Directors’ and chief executive’s interests and
short positions in shares, underlying shares
and debentures (continued)

X

) Interests in issued shares (continued)

Notes:

(1) Mr. Yang Jai Sung and his relatives are interested in
79.5% of the issued share capital of Kwang Sung
Korea and therefore Mr. Yang Jai Sung is deemed or
taken to be interested in these ordinary shares which
are beneficially owned by Kwang Sung Korea for the
purpose of the SFO.

(2) These represented interests of options granted to
directors under the share option scheme to subscribe
for shares of the Company. Further details are set out
in the section “Share option scheme” below.

(i) Interests in underlying shares

The directors and chief executive of the Company have
been granted options under the Company’s share
option scheme, details of which are set out in the
section “Share option scheme” below.

Save as disclosed above, at 31 December 2003, none of the
directors and chief executive of the Company or any of their
spouses or children under eighteen years of age had any
discloseable interests.
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Share option scheme

The Company has a share option scheme which was adopted
on 16 June 2003 whereby the directors of the Company are
authorised, at their discretion, to invite employees of the
Group, including directors of any Company in the Group,
advisors and consultants to take up options to subscribe for
shares of the Company. The purpose of this scheme is to
provide incentives and rewards to employees and eligible
persons for their contributions to the Group. The share
option scheme shall be valid and effective for a period of ten
years ending on 15 June 2013, after which no further
options can be granted. The exercise price of options is the
highest of (i) the nominal value of the shares; (ii) the closing
price of the shares on the SEHK on the date of grant; and
(iii) the average closing price of the shares on the SEHK for
the five business days immediately preceding the date of
grant. The options vest after one year from the date of grant
and are exercisable for a period to be notified by the board
to each option-holder upon the grant of option, such period

not to exceed ten years from the date of grant.

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 shall not exceed
30% of the issued share capital of the Company from time
to time. Subject always to the above overall limit, the
directors may grant options under the share option scheme,
generally and without further authority, in respect of such
number of shares which may be issued upon exercise of all
options to be granted under the share option scheme not
exceeding 10% of the issued share capital of the Company
as at 4 July 2003, being the date on which the Company’s
shares were listed on the Main Board of the SEHK. For the
purpose of calculating the above, options lapsed in
accordance with the share option scheme shall not be
counted.
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
ERERFTE

Share option scheme (continued)

The total number of ordinary shares available for issue under
the share option scheme as at 31 December 2003 was
30,000,000 shares (including options for 20,900,000 shares
that have been granted but not yet lapsed or exercised)
which represented 9.58% of the issued share capital of the
Company at 31 December 2003. In respect of the maximum
entitlement of each participant under the scheme, the total
number of ordinary shares issued and to be issued upon
exercise of the options granted to each participant (including
both exercised, cancelled and outstanding options) in any
12-month period shall not exceed 1% of the Company’s
ordinary shares in issue, unless approved by the shareholders

in general meeting.

At 31 December 2003, the directors and employees of the
Group and certain eligible persons had the following
interests in options to subscribe for shares of the Company
(market value per share at 31 December 2003 is HK$1.33)
granted at nominal consideration under the share option
scheme of the Company. The options are unlisted. Each
option gives the holder the right to subscribe for one
ordinary share of HK$0.1 each of the Company.
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Share option scheme (continued)

Directors

Bz

— Mr. Kim Sun Cheol

—SEELAE

— Mr. Lee Byung Kwan

e

Employees

EE

Other eligible persons

HttG&EHRAL

Notes:

No. of
options
granted

on 7 July
2003
R-BE=F
+tAtH
Bz
BREZE

1,000,000

1,000,000

10,000,000

8,900,000

No. of
options
outstanding
at the

year end

ERE
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1,000,000
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to 30 June 2008
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1 July 2004
to 30 June 2008
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1 July 2004
to 30 June 2008
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(1) The options granted to the directors are registered under the (1)

names of the directors who are also the beneficial owners.

Exercise
price
per share

HK$1.294

1.294% 7T

HK$1.294

1.294% 7T

HK$1.294

1.294% 7T

HK$1.294

1.294% 7T

Market
value
per share
at date
of grant
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
BERERG

Share option scheme (continued)

(2) The maximum percentage of the share options being
exercisable is determined in stages as follows:

On or after 1st year anniversary (or 1 July 2004)
R—EF(H—ZEZMFLA—H) BBz
On or after 2nd year anniversary (or 1 July 2005)
RBMEF (K—ZTRF+LA—H) BBz’
On or after 3rd year anniversary (or 1 July 2006)
REZFEF (K —ZETZXFLA-H) BBz’

The share options granted are not recognised in the financial
statements until they are exercised. The weighted average
value per option granted in 2003 estimated at the date of
grant using the Black-Scholes pricing model was HK$0.32.
The weighted average assumptions used are as follows:

Risk-free interest rate 42 [, e ) 2
Expected life TE & Bf
Annualised volatility EERIR
Expected dividend per share TEE B RAR S

The Black-Scholes option pricing model was developed for
use in estimating the fair value of traded options that have
no vesting restrictions and are fully transferable. In addition,
such option pricing model requires input of highly subjective
assumptions, including the expected stock price volatility.
Because the Company’s share options have characteristics
significantly different from those of traded options, and
because changes in the subjective input assumptions can
materially affect the fair value estimate, the Black-Scholes
option pricing model does not necessarily provide a reliable
measure of the fair value of the share options.

Apart from the foregoing, at no time during the year was the
Company and its subsidiary a party to any arrangement to
enable the directors of the Company or any of their spouses
or children under eighteen years of age to acquire benefits
by means of the acquisition of shares in or debentures of the
Company or any other body corporate.
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Substantial shareholders’ and other persons’ FERRRHMALTRAKRGRHE
interests and short positions in shares and BERHOZEZRZAE
underlying shares

The Company has been notified of the following interests in R ZZTZE =
the Company’s issued shares at 31 December 2003 EBEB&EET
amounting to 5% or more of the ordinary shares in issue: A EZ

Ordinary shares of HK$0.1 each

BEREBABTZEBER
Interest of Total
Beneficial controlled Interest of number of % of total
owner corporations spouse shares held issued shares
Bi FEHES [ A BEZ e BT
BEA ZER & %t 17 48 2 % 17 48 21 %
Mr. Yang Jai Sung 112,286,057 97,713,943 - 210,000,000 67.0%
Madam Kang Mi Young - - 210,000,000 210,000,000 67.0%
EXHLL (note 1) (HHEE1) o
e
Kwang Sung Korea 97,713,943 - - 97,713,943 31.2% 4
BEEE o
af
3
Emerging Markets 18,730,000 - - 18,730,000 6.0% E
Management, L.L.C.
Arisaig Greater China
Fund (”Arisaig”) 15,702,000 - - 15,702,000 5.0%
Arisaig Partners (Mauritius) - 15,702,000 - 15,702,000 5.0%
Limited (note 2) (Fi{3£2)
Lindsay William Ernest - 15,702,000 - 15,702,000 5.0%
Cooper (note 3) (Pff5£3)
Notes: B 7
(1)  Madam Kang Mi Young is the wife of Mr. Yang Jai Sung and is (1) ZZRLLTAREELRLEZET  #E
deemed to be interested in these ordinary shares in which Mr. FREAERIIME - RERLSEERE
Yang Jai Sung is deemed or taken to be interested for the EREBERIERAEARR 2ZE
purpose of the SFO. Tk oER -
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
ERERFTE

Substantial shareholders’ and other persons’
interests and short positions in shares and
underlying shares (continued)

(2) These ordinary shares are held by Arisaig Partners (Mauritius)
Limited (”Arisaig Partners”) in the capacity of investment
manager of Arisaig, which are duplicated by those held by
Arisaig.

(3) Mr. Cooper is deemed or taken to be interested in these
ordinary shares through his indirect 100% interest in Arisaig
Partners. These interests are duplicated by those disclosed in

note 2 above.

Save as disclosed above, no other interests required to be
recorded in the register kept under section 336 of the SFO
have been notified to the Company.

Directors’ interests in contracts

Kwang Sung Korea is a major shareholder of the Company
and one of the Company’'s five largest customers and
suppliers. Mr. Yang Jai Sung and his relatives, and Mr. Kim
Sun Cheol were interested in these arrangements as a
shareholder holding 79.5% and 5.7% interest respectively in
the share capital of Kwang Sung Korea.

Apart from the foregoing and the related party transactions
as disclosed in note 26 to the financial statements, no
contract of significance to which the Company, and its
subsidiary was a party, in which a director of the Company
had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the
year.

FTERRREMATRARG KA
RO z2EERER (H)

(2) =% % B®KAArisaig
(Mauritius) Limited ([ Arisaig Partners])
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Directors’ interests in competing business

Mr. Yang Jai Sung and Mr. Kim Sun Cheol are both
shareholders and directors of Kwang Sung Korea, whose
businesses compete or are likely to compete, directly or
indirectly, with the Group’s businesses. The principal
businesses of Kwang Sung Korea are as follows:

(1)  Research, design and product development of
electronic components and related products and
manufacturing of electronic components for electronic
appliances and communication equipment through the
factory operated by Kwang Sung Korea (the “KSK
Factory”) exclusively for orders placed directly with
Kwang Sung Korea and to be sold in the Korean
market but subject to the terms and limited to the
scope as set out in the Deed of Undertaking and the
Research and Development Service Agreement.

(2) Sales, marketing, purchasing and distribution of
electronic components for electronic appliances and
communication equipment, but subject to the terms
and limited to the scope as set out in the Deed of
Undertaking and the Commission Agreement.

In relation to the listing of the Company’s shares on the
Main Board of the SEHK, each of Kwang Sung Korea, KS-
Tech Group Corporation, a wholly-owned subsidiary of
Kwang Sung Korea, and Mr. Yang Jai Sung has entered into
the Deed of Undertaking in favour of the Group to the effect
that for so long as Kwang Sung Korea and/or any of its
subsidiaries, Mr. Yang Jai Sung and/or the companies
controlled by Mr. Yang Jai Sung are beneficially interested,
directly and indirectly, whether individually or taken
together, in 20% or more of the issued share capital of the
Company, Kwang Sung Korea and Mr. Yang Jai Sung will
not, and Kwang Sung Korea and Mr. Yang Jai Sung will
procure that none of its subsidiaries (other than the Group)
and the companies controlled by him (other than the Group),
respectively, will engage or otherwise be involved in any
business which competes or is likely to compete, either
directly or indirectly, with any of the businesses carried out
by any member of the Group from time to time (the
“Restricted Business”) in any of the regions in which the
Group is engaged in and undertakes the Restricted Business
(such regions include Korea and the People’s Republic of
China (“PRC"), including Hong Kong).
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
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Directors’ interests in competing business
(continued)

Kwang Sung Korea has agreed to first refer all customers’
orders for the production of electronic components received
by Kwang Sung Korea from its customers (subject to certain
conditions) and the results and/or products developed by the
product design and research and development departments
of Kwang Sung Korea and the KSK Factory and/or any
intellectual property right in or arising from such results and/
or products to the Group on terms in accordance with the
Deed of Undertaking, the Commission Agreement and the
Research and Development Service Agreement, respectively.

The transactions with Kwang Sung Korea are set out in the
paragraph headed “Connected transactions”. There has not
been any subsequent change of directors’ interests in any
competing business which was previously disclosed in the

Company'’s prospectus dated 24 June 2003 (the “Prospectus”).

Connected transactions

During the year, the Group entered into the following
transactions with Kwang Sung Korea, which constituted
connected transactions as defined in the Rules Governing the
Listing of Securities on the Main Board of the SEHK (“Main
Board Listing Rules”).

(1) In the ordinary course of business, the Group sold
electronic components to Kwang Sung Korea for resale
to the ultimate customers; the Group also sourced
certain raw materials necessary for production from
Kwang Sung Korea. These transactions were entered
into on normal commercial terms and on prices and
terms comparable to the prevailing market rate or
practice.

During the year ended 31 December 2003, sales of
electronic components to Kwang Sung Korea
amounted to approximately HK$53,475,000 (2002:
HK$29,581,000) and purchases of raw materials from
Kwang Sung Korea amounted to approximately
HK$54,673,000 (2002: HK$54,850,000).

EENBFRUEE 2 ES (F)

BEAEERE  BADBREARR
1 Rt R E RGBS Z R
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EETFT LM ZABEREPAIE (& T KMt
PRARR) - kB BEEE 2 &G &t L
FERMEDLERNE THHAZEZAR
R/RERBR/SINRIBEZEXRR,
HEmMMES 2 ERABERE -

ﬁiﬁ@%%i?&%%’lﬁ%ﬁﬁ“(ﬁ‘ 25
—R - BRRARAE_ZE=FRA
Z B TEZRR %z(ﬁ*” REI2])
NEBEZESNBEFEB 2 a0 B&

o T o

BREXS
FHCORRERRENREGTHR
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Connected transactions (continued)

(2)  Pursuant to a Commission Agreement, Kwang Sung
Korea referred a number of customers to the Group.
These customers place orders directly with the Group
and upon completion of the production, the Group
sold the electronic components to the customers
directly. The Group paid Kwang Sung Korea a referral
commission which represents not more than 3% of the
total sales to these customers. The referral commission
rate was comparable to the referral commission rates
payable by the Group to independent third parties and
was on terms comparable to the prevailing market rate

or practice.

During the year ended 31 December 2003, referral
commission paid/payable by the Group to Kwang Sung
Korea amounted to approximately HK$9,148,000
(2002: HK$7,317,000).

(3) Pursuant to a Research and Development Service
Agreement, Kwang Sung Korea provided research and
development and product design services to the
Group. The Group paid Kwang Sung Korea a research
and development and technical support fee which
represents not more than 3% of the Group’s total
turnover. The terms of such engagement were on
normal commercial terms and were on terms
comparable to the prevailing market rate or practice.

During the year ended 31 December 2003, research
and development and technical support fee paid/
payable by the Group to Kwang Sung Korea amounted
to approximately HK$9,511,000 (2002:
HK$5,648,000).

The Company has been granted a conditional waiver by the
SEHK from strict compliance with the Main Board Listing
Rules in respect of the above connected transactions for the
three financial years ending 31 December 2005.

BEXS (#)

(2) BEZXHS BELECENE
TEFPEALE  HWEFEFPHEER
REBERE  FEETHKE @ K&
BEZRAZEREPHESF Ll -
AEEEXNENAES TEEN
B SEITZREETRERTRPZ
BIHER 3% - ENAESEARE
BRBIF=EXNZ2ENRBEA
A WRBRERK TS ERRED
& Z GEREE o

REE—_ZEE=F+_-_A=+—H
IEEFE - AEEER B FER
HEZENEE 4 E9,148,000%
T (ZZFEZZF : 7,317,000
JT) °

(3) BEHAERBHZE  BEIEEAEAN
5 B R (U 50 61 5 2 I dm R AR
o REEEEREE ST 2 MR
BREZMENTSEER 28T %
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ILEE  AEEEN R FER
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#9/9,511,0008 7T (ZTT=F :
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
BERERG

Connected transactions (continued)

The directors,

including the independent non-executive

directors, of the Company have reviewed the connected

transactions and confirmed that:

(1

the connected transactions were:

0)

(i)

(iii)

entered into by the Group in its ordinary and
usual course of business;

entered into by the Group either on normal
commercial terms (to the extent that there are
comparable transactions), or, where there are no
sufficient comparable transactions to judge
whether they are on normal commercial terms,
on terms not less favourable to the Group than
those available to or from (as appropriate)
independent third parties; and

on terms that are fair and reasonable and in the
interests of independent shareholders of the
Company as a whole.

the connected transactions entered into during the

year ended 31 December 2003 have been conducted

such that the aggregate amount for each type of the

transactions has not exceeded the respective caps set

out below:
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Connected transactions (continued) HMEXS (&)

Annual cap on the aggregate

The transactions value of transactions
x5 REBEZEF LR
(i) Sales of electronic components by the 15% of the Group's turnover
Group to Kwang Sung Korea for the year
HEEmTEENRE REEEF
ERBETEZ215%
(i) Purchases of raw materials by the Group 30% of the Group’s purchases
from Kwang Sung Korea of raw materials for the year
AN 52 B [ 82 B 0% 2 B8 B R M K AEEEFHRE
R E 485 2 30%
(iii)  Commission paid/payable to Kwang 3% of the Group’s turnover
Sung Korea by the Group for the referral for the year
of sales orders of Korean customers REEEF
AEBEREESNBERTFPZHERE EERBTE 3%
BN/ B FRAXZZ A %
[ ]
(iv)  Commission paid/payable to Kwang 3% of the Group’s turnover $
Sung Korea by the Group for the referral for the year o
of sales orders of other customers AREEEF %
FEBRESNEMEL ZHETE B 3% 5
EN/ERNTHRELEZ@S
(v)  Research and development and 3% of the Group’s turnover
technical support fee paid/payable for the year
by the Group to Kwang Sung Korea AEBESF
AEBBER EATFRBKE 2% EHEHBFE 3%
PETIEE £ 4
Retirement schemes RIKEHE

Details of the retirement schemes operated or participated HAREAREE R K28 7 BIKTE 25
by the Group are set out in note 21 on the financial & @ SRS RE M 521 ©
statements.
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
ERERFTE

Application of proceeds from capital arising

The Group raised HK$83,530,000, net of related expenses
from the issue of 73,300,000 new shares of the Company at
HK$1.3 per share during the year. The Company’s shares
were successfully listed on the Main Board of the SEHK with
effect from 4 July 2003. As at 31 December 2003, the Group
has applied part of the proceeds
HK$47,769,000 for the following purposes:

amounting to

(i) HK$16,193,000 for the upgrading of production
facilities, the expansion of production capacity and
research and development capability in the PRC;

(i)  HK$3,046,000 for the setting up of a research and
development centre in Korea; and

(iii)  HK$28,530,000 as working capital of the Group.

Consistent with the disclosure in the Prospectus, the Group
intends to apply the remaining proceeds of HK$35,761,000
for the following purposes:

(i) HK$3,807,000 for the upgrading of production
facilities, the expansion of production capacity and

research and development capability in the PRC;

(i)  HK$11,954,000 for the setting up of a research and
development centre in Korea; and

(iii)  HK$20,000,000 for the future acquisitions which will
create synergies for the Group’s existing electronic

components business.

The remaining net proceeds from the issue of new shares are
currently placed on short term deposits with banks in Hong
Kong.

REAKEEMBREZERAER

REBRFRAER 3BT 2 BRET
73,300,000fk A R Al 37 A% - &K E A
X% - £%1583,530,0008 T c A
RAZBRHE-_TE=F+tAMNBRES
BRI ERLET - RZBE=F+—
A=+—8 ZXAGCHEBLAERE
% 847,769,000/ ;L A{E T A% ¢

0] 16,193,000 7T AR AR FH R B 2 4
EERRHE ~ ISR AEERE S KA T F
BREN

(i) 3,046,000/ 7T M LA 82 B & 37 —
EFERMEHL - R

(i) 28,530,000/ TC AEAR KB 2 258

EMBRERAIRE - RSB S E ik
F 45 3% 18 35,761,0008 ot B 1E 40 T~ A
®o

(i) 3,807,000/ C AAIRFAHE 2 £
EERR I ~ ANGR A EE AL ) R AT 9T B 6
EaE

(i) 11,954,0007% 7T A LA PR 82 B 5% 57 —
EMFRERAEFRL 0 &

(iii)  20,000,0005% 7T A3 A 7 2K Uiz B A 2
AEBBEEET LHEBELHR
Mz 2IBE °
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HEEE
LWTAAEERE-_SE=F+_A=
T RAILMEFESFIAEXERE
EHBERE -

Summary of financial information

The following is a summary of the consolidated results and
assets and liabilities of the Group for each of the four years
ended 31 December 2003.

Year ended 31 December

BEt+t-A=t—-HLHFE

2000 2001 2002 2003
—EETHF "“TET—F —ZTE-F —ETT=H
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAT FET FAET
(Note 1) (Note 1) (Note 1)
(M &E1) (MtEE1) (ME&E1)
Results 4
Turnover B 279,190 285,138 396,955 541,809
Profit from operations 4 5 F 31,123 35,415 68,943 83,916 ¥
i
Finance costs & AR (1,837) (828) (281) (31) ﬂ
A
Profit from ordinary BRTLAIIE R at
activities before taxation E715m A 29,286 34,587 68,662 83,885 ?;j
o
Income tax FigHt (2,430) (2,484) (5,517) (7,840)
Profit attributable to A% BRFE (b
shareholders kil 26,856 32,103 63,145 76,045
Dividends f% 8 - - 24,560 22,701
Basic earnings per share BERG K2 F
— HK cents (Note 2) — A (P EE2) 11.19 13.38 26.31 27.59
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Kwang Sung Electronics H.K. Co. Limited

Report

of the Directors
ERERFTE

Summary of financial information
(continued)

MBRBE (&)

At 31 December

R+=B=+-—H
2000 2001 2002 2003
—ETTHF "“TET—F —TE-F —TT=H
HK$'000 HK$'000 HK$'000 HK$'000
THT TFHT FET FAET
(Note 1) (Note 1) (Note 1)
GERD) (B =E1) (BF7E1)
Assets and liabilities EEHEE
Non-current assets JEmE A E 12,246 13,938 25,514 44,640
Current assets MEBEE 131,073 144,351 188,440 359,203
Current liabilities mENEE (52,290) (35,773) (54,314) (89,983)
Net current assets MEEEFE 78,783 108,578 134,126 269,220
Non-current liabilities EmEEE 2,077 1,461 = 114
Net assets BEFE 88,952 121,055 159,640 313,746
Notes: T

(1) The summary of the financial information as at 31 December
2000, 2001 and 2002 and for each of the three years then

ended has been extracted from the Prospectus.

(2) The calculation of the basic earnings per share for the three
years ended 31 December 2002 is based on the consolidated
profit attributable to shareholders for the relevant year and on
the 240,000,000 ordinary shares in issue during the year after
adjusting for the subdivision of shares in September 2002 and
the capitalisation issue of shares in June 2003, as disclosed in

note 23 on the financial statements.

Purchase, sale or redemption of the
Company’s listed securities

Neither the Company nor its subsidiary has purchased, sold
or redeemed any of the Company'’s listed securities during
the year.

1) RZITZTTE . —TT—FR-_TT
F+ZA=+—HAURBEZ=ABH
LH=BAFESFEzHBEERBB I
BERRER -

) HBEZZZ-F+-_A=t—HIL=ME
FEZEREXRBARRAEBFE 2K
& IR IR ek A K2 B B 5 Rk M 7 23
BN =S T =Fh AETZRHIF
4 RRZTE=F RETZRNHE
MMEBTEHARRENFABBHITYE
38 AR 104 £ ¥9 £0240,000,0008% 5T & °
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Compliance with the Code of Best Practice

Since the listing of the Company’s shares on the Main Board
of the SEHK on 4 July 2003, the Company has complied with
the Code of Best Practice as set out by the SEHK in Appendix
14 to the Main Board Listing Rules.

Audit Committee

The Company has established an audit committee with
written terms of reference based upon the guidelines
recommended by the Hong Kong Society of Accountants.
The Audit Committee consists of two independent non-
executive directors: Dr. Kim Chung Kweon (Chairman) and
Dr. Han Byung Joon and non-executive director, Mr. Yang Ho
Sung. The primary duties of the Audit Committee are to
oversee the financial reporting process and the adequacy
and effectiveness of the Company’s system of internal

control.

The Audit Committee met twice during the year to review
with management the accounting principles and practices
adopted by the Group and discussed internal controls and
financial reporting matters, including the review of the
Group’s 2003 interim and annual reports.

Auditors

KPMG retire and, being eligible, offer themselves for
reappointment. A resolution for the reappointment of KPMG
as auditors of the Company is to be proposed at the
forthcoming annual general meeting.

By order of the board
Yang Jai Sung

Hong Kong, 15 March 2004
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