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Corporate Social Responsibility

While the Company considers itself a part of the
community, the community is a stakeholder of the
Company and the Company recognizes its
responsibility to improve the well-being of society.
During the review period, the Group made
charitable and other donation of HK$780,000 (Six
months ended 30 June 2005: HK$680,000).

The Group is attentive to the health and work safety
of its staff and also makes sure they are freated
fairly. The Group conforms to the European Union’s
green requirements regarding manufacturing
activities for all products to be subjected to
Restriction of Hazardous Substances, and all
managers and employees to be frained in health
and work safety. The Group maintains appropriate
safety systems and effective confrol to minimize
staff exposure to potentially hazardous materials or
adverse conditions at work. The Group also ensures
that each employee enjoys equal opportunities,
and no form of harassment or discrimination in
respect of employment and occupation will be
tolerated.

DISCLOSURE OF INTERESTS AND
OTHER INFORMATION

Disclosure of Interests

Directors” and Chief Executive’s Interests and
Short Positions in Shares and Underlying Shares

As at 30 June 2006, the interests and short positions
of the directors and chief executive of the
Company 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”)) as
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recorded in the register required to be kept by the

Company under section 352 of the SFO or as

otherwise notified to the Company and The Stock

Exchange of Hong Kong Limited (“the Stock

Exchange”) pursuant to the Model Code for

Securities Transactions by Directors of Listed Issuers
(*Model Code”) set out in appendix 10 of the Rules
Governing the Listing of Securities on the Stock

Exchange (the “Listing Rules”) were as follows:

(1) Interests in issued shares

Name of directors
EENA

Mr. Yang Jai Sung

Mr. Kim Sun Cheol

EELHRLE

Mr. Woo Nam Jin
BEEEE

Beneficial
owned
interest
BEESR
2

147,500,000

698,000
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Ordinary shares of HK$0.1 each
EREEOIBTZEER

Interest of
controlled
corporations
ZEE%
ZEE

59,500,000
(note 1)
(BtaE1)

Equity
derivatives
BRAT &
IR

(note 2)
(Mtzt2)

1,000,000

1,000,000

Total % of total
number of issued
shares held shares

FAZ HERTRG
IR 1 48 BESLH

207,000,000 66.07%
1,698,000 0.54%
1,000,000 0.32%
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Note:

() Mr. Yang Jai Sung and his relatives are
interested in 79.5% of the issued share capital
of Kwang Sung Electronics Co., Ltd. ("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.

(i) 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.

(2) Interests in underlying shares

The directors of the Company have been
granted options under the Company’s share
optfion scheme, details of which are set out in
the section “Share Option Scheme” below.

Save as disclosed above, as at 30 June 2006, none
of the directors, chief executive of the Company
or their associates had any other discloseable
interests required under section 352 of the SFO.

Share Option Scheme

The Company adopted a share option scheme on
16 June 2003 whereby the directors of the Company
are authorized, at their discretion, fto invite
employees, directors, consultants or advisors of the
Group, to take up options to subscribe for shares
of the Company. The purpose of this scheme is tfo
provide incentives and rewards fo employees and
eligible persons for their conftributions to the Group.
The share option scheme shall be valid and
effective for a period of ten years ending on 15
June 2013, affer which no further options can be
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granted. The options are exercisable progressively
between one to three years from the date of grant
and will expire at the end of a period to be notified
by the Board to each option-holder upon the grant
of option, and in any event, such period shall not
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 fime 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 Stock
Exchange. For the purpose of calculating the
above, opftions lapsed in accordance with the
share option scheme shall not be counted.

The total number of ordinary shares available for
issue under the share option scheme as at 30 June
2006 was 31,330,000 shares which represented 10%
of the issued share capital of the Company at 30
June 2006. 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
partficipant (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.
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At 30 June 2006, 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 30 June
2006 was HK$1.40) granted at nominal consideration
under the share option scheme of the Company.
The options are unlisted. Each optfion gives the
holder the right to subscribe for one ordinary share
of HKS$0.1 each of the Company.

No. of options  No. of options
outstanding on  outstanding on
1 January 2006 30 June 2006
R=BERE RWZBERE
-A-H ~AA=tH Date of
K2 R grant
BREXE BREHE REAH

Executive directors

HITEZE
Mr. Kim Sun Cheol 1,000,000 1,000,000 7 July 2003
SELRLE “2T=F
tAtH
Mr. Woo Nam Jin 1,000,000 1,000,000 6 May 2004
BRYLE —2TNE
hAKRE
Employees 13,800,000 13,800,000 7 July 2003
] =TE=6
tAtH
Other eligible persons 4,600,000 4,600,000 7 July 2003
EtRERAL “2T=F
tAtH
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Market value

per share

Period during Exercise at date

which options price of grant

are exercisable  per share RRH

BRE gR Afz

FTESEH RE BRHE

HKS HKS

BT BT

1 July 2004 fo 1.294 1.25
30 June 2008
“ZZNELA-HE
ZZZN\ERAZTH

1 May 2005 to 1.666 1.63
30 April 2009
TS Rl =
ZZENEMA=TH

1 July 2004 to 1.294 1.25
30 June 2008
ZZTNELA-HE
ZERN\F~A=TH

1 July 2004 fo 1.294 1.25

30 June 2008
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Notes:

m

(@)

The options granted to the directors are registered
under the names of the directors who are also the

beneficial owners.

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

On or after 1st year anniversary 30%
On or after 2nd year anniversary another 30%
On or after 3rd year anniversary another 40%
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and
Underlying Shares

As at 30 June 2006, the following persons (other
than the directors or chief executive of the
Company) had interests or short positions in the
shares and underlying shares of the Company as
recorded in the register required to be kept by the
Company under section 336 of the SFO or as
otherwise noftified to the Company were as follows:

No. of ordinary

shares held
Substantial shareholders BEZ
FERR EERAH
Madam Kang Mi Young (note 1) 207,000,000
EERLL (HaET)
Kwang Sung Electronics Co., Ltd. 59,500,000
KAedtEE
Jayhawk China Fund (Cayman), Ltd. 49,154,000
(“Jayhawk™)
Mr. Kent C. McCarthy (*Mr. McCarthy”) 49,154,000
(note 2) (K#£2)
Other person
Hft At
Pacific Sun Investment Management (HK) Ltd. 25,112,000
Sub a/c The China Mantou Master Fund
(note 3) (Hi#t3)
Notes:

(1) Madam Kang Mi Young is the wife of Mr. Yang Jai
Sung and was deemed to be inferested in these
ordinary shares in which Mr. Yang Jai Sung was
deemed or taken to be interested for the purpose of
the SFO.

(2) Mr. McCarthy was deemed or tfaken fo be interested
in these ordinary shares through his indirect 100%
control in Jayhawk. These interests were duplicated
by those beneficially owned by Jayhawk.
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(3) These ordinary shares were held by The China Mantou
Master Fund (the “Fund”), and Pacific Sun Investment
Management (HK) Ltd. was the investment manager
of the Fund.

Save as disclosed above, no ofther interests was
required to be recorded in the register kept under
section 336 of the SFO.

Other Information
Corporate Governance

The Group is committed to achieving high standards
of corporate governance. Throughout the review
period, the Company has complied with all
applicable provisions as set outf in the Code on
Corporate Governance Practices in appendix 14
of the Listing Rules.

Model Code for Securities Transactions by
Directors

The Company, having made specific enquiry,
confirms that all directors complied with the Model
Code set out in appendix 10 of the Listing Rules,
and the relevant employees who, because of their
office in the Company, are likely to be in possession
of unpublished price sensitive information, have
been requested tfo comply with the provisions of
the Model Code, during the six months ended 30
June 2006.

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 six months
ended 30 June 2006.
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Audit Committee

The Audit Committee of the Company consists of
three independent non-executive directors and one
non-execufive director. It has adopted its terms of
reference according to the requirements set out in
appendix 14 of the Listing Rules. 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 has reviewed with
management the accounting principles and
practices adopted by the Group and discussed
infernal controls and financial reporting matters,
including the review of the unaudited inferim
financial report for the six months ended 30 June
2006.

Remuneration Committee

The Remuneration Committee of the Company
comprises three independent non-executive
directors and one executive director. It has
adopted its terms of reference in line with the code
provisions set out in appendix 14 of the Listing Rules.
The committee’s responsibilities include reviewing
remuneration packages of directors and senior
management and making recommendations to the
Board on the remuneration structure from time to
fime.
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Publication of the Interim Results
Announcement and Interim Report

The inferim results announcement is published on
the Company’s website at www.kse.com.hk and
the Stock Exchange’s website at www.hkex.com.hk,
and the interim report will be available at the said
websites and dispatched to shareholders of the
Company in late September 2006.

By Order of the Board
Yang Jai Sung
Executive Director and Chief Executive Officer

Hong Kong, 15 September 2006
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