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FINANCIAL HIGHLIGHTS Bf 72

Turnover by Business Segment

BEBKIBEAD 2ERE

Unit electronic Unit electronic
components components
BB FITH BEFITH
22.3% 24.3%

Composite Composite
components components
Bat wa Tt
77.7% 75.7%

Six months ended 30 June

BEXNA=TRIEANEAR

Turnover by Geographical Segment
BEHEI MBI 2EXHE

Korea Others Korea Others
B HAit [ Hit
20.1% 2.1% 15.7% 0.9%

Hong Kong
BA Mainland China
24.6% i
48.9%
Mainland China Hong Kong
H B
53.2% 34.5%

Six months ended 30 June
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Turnover
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FINANCIAL HIGHLIGHTS Bt % &

Six months ended 30 June
BEAA=THIEAER

2007 2006 % Changes
—EELE —TTRE #g)
Results (HK$ ' 000) R&(TET)
Turnover HER 361,652 270,374 +33.8%
Gross profit E7 57,098 43,987  +29.8%
Profit from operations iyl 17,425 7779 +124.0%
Profit after taxation Wik
attributable to equity BRAREA
shareholders e &R 15,568 6,911  +1253%
Interim dividend FERRR S 4,670 2,193 +113.0%
Per Share Data (HK cents) SREIE (5(L)
Basic earnings EXRER 5.0 22 +1273%
Diluted earnings waRi 4.9 22 +1227%
Interim dividend FHRE 1.5 07 +1143%
Financial Ratio (%) HHLE (%)
Gross profit margin EFx 15.8 16.3 3.1%
Net profit margin % 43 26 +654%
Dividend payout RS E 30.0 317 -5.4%
At 30 June At 31 December
2007 2006
Note RIBZLE  RZZTE % Changes
(i AAZTH tZA=1-H #5)
Assets and Liabilities (HK$ 0000 BEREBE (THL)
Total assets BEE 473,394 454,381 +4.2%
Total liabilities BakE 99,583 92,719 +7.4%
Shareholders' equity fsiEm 373,811 361,662 +3.4%
Per Share Data (HK dollars) SREE (B1)
Net asset value per share GREEFE 119 1.15 +3.5%
Financial Ratio Bt %
Current ratio RENL % 1 3.88 392 -1.0%
Quick ratio RPE 2 2.99 3.16 -5.4%
Gearing ratio AELE 3 0.21 0.20 +5.0%
Notes: Bt -
(1) Current ratio represents current assets divided by (1) #ROLERERBDEERUARBAEREZ
current liabilities. bt .
(2)  Quick ratio represents current assets excluding (2) BILXETEREFTEERNZRBDE
inventories divided by current liabilities. ERURBDEB/ILE -
(3)  Gearing ratio represents total liabilities divided by (3)

%fﬁtb%%‘é&%%ﬁ&%%%@ﬁézm

total assets.
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INTERIM DIVIDEND

The Board of Directors (the “Board”) has declared
an interim dividend of HK1.5 cents per share for
the six months ended 30 June 2007 (Six months
ended 30 June 2006: HKO0.7 cents). Dividend
cheques will be despatched by mail on or about
12 October 2007 to shareholders whose names
are registered in the register of members of Kwang
Sung Electronics H.K. Co. Limited (the
“Company”) on 5 October 2007.

CLOSURE OF REGISTER OF
MEMBERS

The register of members of the Company will be
closed from 2 October 2007 to 5 October 2007,
both dates inclusive, during which period, no
transfer of shares will be registered. In order to
qualify for the interim dividend, all properly
completed transfer forms accompanied by the
relevant share certificates must be lodged with
the Company’s share registrar, Tricor Standard
Limited, at Level 25, Three Pacific Place, 1T Queen’s
Road East, Hong Kong not later than 4:00 p.m.
on 28 September 2007.

MANAGEMENT DISCUSSION AND
ANALYSIS

Financial Review

During the review period, the Company and its
subsidiaries (the “Group”) reported 33.8% of
turnover growth from the last corresponding
period’s HK$270,374,000 to HK$361,652,000.
Gross profit and net profit also increased by
29.8% and 125.3%, respectively. Basic earnings
per share were HK5.0 cents.

R H AR B
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(BE-ZZRFRNA=THLERE
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A([ARAEDBRRAMZZR -

EERERNBPER

ARABRBER_FEELFTA-HAEC
ZEHFETARTRA(BRERMRN) Y
EMERNBFPELTE - RIERE
RS TERZZBP X HE
REEAERRE REAR_ZTZTLFAH
AZ+NA T FHEEERREMRE
BERANBRIFASLES3E25E 2
ARBRMBFPERLRE  2ERER
RAR - WIRBFEFE -

ERE B R A

5t 3% B B

REBERE  A2RRENERQ A
(IR&EE]D) 28XEREFRAMZ
270,374,000/ L3 h1 £361,652,000
BT - #8R33.8%  EF RTINS
RIIE1129.8% }2125.3% « BRREARER
Rl A5.0 1l o
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The increase in turnover was mainly the result
benefited from desirable growth in tuner modules
for car audios, home audios and digital multimedia
broadcasting (“DMB"). Accordingly, gross profit
for the period under review increased by 29.8%
compared with the last corresponding period, to
HK$57,098,000. Gross profit margin was 15.8%
for the six months ended 30 June 2007 as
compared with 16.3% for the corresponding
period last year.

Other revenue for the six months ended 30 June
2007 decreased by HK$2,476,000 as compared
with HK$5,598,000 in the corresponding period
last year. This is due to the absence of the one-
off incomes recorded by the Group, which
included a compensation income of HK$1,273,000
from a customer and a HK$1,264,000 gain on
disposal of fixed assets, during the corresponding
period last year.

Operating expenses slightly increased by
HK$989,000, or 2.4%, to HK$42,795,000 from
HK$41,806,000 in the corresponding period last
year. The increase was mainly due to the
expansion in sales and research and development
("R&D") operations in Korea. The percentage of
operating expenses to turnover decreased from
15.5% in the corresponding period last year to
11.8% for the six months ended 30 June 2007.

Income tax expenses increased by 113.9% from
HK$868,000 in the corresponding period last year
to HK$1,857,000 for the six months ended 30
June 2007, primarily as a result of increase in
profit before income tax. Our effective income
tax rate was 10.7% as compared with 11.2% for
the corresponding period last year.

EEBEN TZRHRAEZTEN
FAEERHBHEZEEERE ([DMB))
ZHABBRAYAERERAY -
it - B R B 2 R B A AR R A4S N
29.8%% 57,098,000 0 - HE_-ZT
TEEXNAZTBLEANEAZERNR
R15.8%  MEAFRBZEFEL A
16.3% °

HRAEBERAFRBEEMIE X
Ml s ERRERE—R2ELHME
EY 1,273,000 7T & (& B TF & &=
Fr{8Ug A 1,264,000/ 7T + 1 2N 4F [Z 5k
CEMOKE  MEBEEZZTLFRA
ETAEAEANEMBKEREAFR
B #Y 5,598,000/ 7T Rk 4> 2,476,000/%
e

4 R AF R AR 41,806,000
JC 8 {4 h1 989,000/ ;LK 2.4% &
42,795,000/ - FAEXZERHRE
BEMEE RFEBPIERAK - X
HEZZ+LtFAAA=Zt+HILEAME
A KERZEEEBENENLHEE
FERBAN15.5% FHEE11.8% ©

REBEZZTLtFAA=1+HIEAME
R 5Bk 2 B & 5 [F B 69 868,000
BT AN113.9%%E 1,857,000/ 7T -
FTEZRARKIEHAEN LM
W AEENERMEHREXAR
10.7% - EFREBA11.2% °
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As a result, the Group achieved a profit after
taxation attributable to equity shareholders of
HK$15,568,000 for the six months ended 30 June
2007, an increase of HK$8,657,000, or 125.3%,
as compared to HK$6,911,000 recorded in the
corresponding period last year.

Financial Condition, Liquidity and
Financial Resources

The Group generally finances the operations with
internally generated cash flow. As at 30 June
2007, the Group had cash and cash equivalents
of HK$149,628,000 (31 December 2006:
HK$169,679,000) and net current assets of
HK$281,596,000 (31 December 2006:
HK$265,048,000). Shareholders’ funds were at
HK$373,811,000 as at 30 June 2007 (31
December 2006: HK$361,662,000).

As at 30 June 2007, the Group had no outstanding
borrowing. The current ratio, being the ratio of
current assets to current liabilities, was maintained
at a strong level of 3.88 (31 December 2006:
3.92), and the gearing ratio, in terms of total
liabilities to total assets, stood at 0.21 (31
December 2006: 0.20).

On the whole, the Group continues to maintain a
healthy financial status, with sufficient financial
resources for our future development.

Foreign Exchange Exposure, Hedging
and Off Balance Sheet Financial
Instruments

The Group is exposed to foreign currency risks
primarily through sales and purchases
denominated in United States Dollars ("USD") and
Japanese Yen (“JPY") and our operation in Korea
where the operating expenses are paid in Korean
Won (“KRW").

ETEEERAR

BEms  AEERAFEAREE
—-= yfi/\H_JFEUJ:/\“HE'\]JTE
1L BR 18 % F £ 15,568,000 7T+ &
= F F H #6,911,000% T + F+
8,657,000/ 7084 125.3%
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& EFE R A281,596,000% 7T (=
ETEENF+_A=+—8 :
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T(ZZEZAF+-_A=Z+—8:
361,662,000 7T) °
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E -
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As Hong Kong Dollars (“HKD") is pegged to USD
and Renminbi (“RMB") is managed float with
reference to a basket of currencies yet within the
limited per day fluctuation, the Group does not
expect any significant fluctuation in the HKD/USD
and RMB/USD exchange rate. For other currencies
such as JPY and KRW, the Group has taken steps
to ensure that the net exposure is kept at an
acceptable level by buying and selling foreign
currencies at spot rates when necessary to address
short-term imbalance.

Investment Activities

The Group had not made any material acquisition
or disposal of subsidiary and associated company
during the six months ended 30 June 2007.

Charges on Assets

As at 30 June 2007, there were no assets pledged
to bank to secure banking facilities of
HK$133,480,000 (31 December 2006:
HK$133,400,000).

Contingent Liabilities

Other than details of contingent liabilities stated
in note 16 of the unaudited interim financial
report on page 52, the Group did not have any
significant contingent liabilities as at 30 June 2007
and 31 December 2006.

Employees and Remuneration Policies

As at 30 June 2007, the Group had about 2,078
(31 December 2006: 1,951) employees including
of whom 22 are based in Hong Kong (31
December 2006: 22), 1,942 in the PRC (31
December 2006: 1,828), and 114 in Korea (31
December 2006: 101).
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For the six months ended 30 June 2007, staff
costs increased to HK$47,077,000 (Six months
ended 30 June 2006: HK$40,571,000), due to the
expanding operations in Korea.

Our employees are remunerated according to
performances, working experiences and market
conditions. In addition to basic salaries and
retirement schemes, staff benefits include medical
schemes, discretionary share options and
performance bonuses.

Business Review
Composite Components Business

For the six months ended 30 June 2007, composite
components business remained as the Group's
major revenue source and accounted for 77.7%
of the Group's total turnover. Turnover of the
segment amounted to HK$281,009,000, 37.4%
increase from HK$204,554,000 in the last
corresponding period. The growth in revenue was
mainly driven by higher demands for tuner
modules not only for car audios and home audios
but also for DMB products.

The Group continued to achieve strong organic
growth in sales of tuner modules for car audios.
The product brought in a total turnover of
HK$72,521,000, a satisfactory 49.7% increase
from the same period last year. In the period under
review, the Group made persistent effort in
strengthening ties and collaboration with new and
existing customers. Backed by localized R&D
expertise and technical support, the Group was
able to deliver quality products that consistently
satisfy customers’ stringent requirements.

ETEEERAR

A BRAEEER \éalﬁﬁ%ﬁ%
B ITRA 7 %E47,077,0008 T (B E
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Euﬁzéﬁuﬁ hAEEBEETDN
77.7% ° M EBHHE EXEE A

281,009,000 7T © & X F R H®
204,554,000/ 7T EF437.4% - Wz E
AFXFEHRTHE AR AERRAS
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As for tuner module for home audios, riding on
the Group’s strengthened market position in this
region, this product segment reported a turnover
amounting to HK$123,369,000, a healthy 19.5%
growth against the same period last year. Thanks
to its efforts in foundation building with reputable
customers in the past few years and armed with
quality products, the Group managed to boost
sales to major customers and diversify its range
of customer base to brand makers. These new
customers are generally suppliers and
manufacturers for end-users or brand makers on
OEM (original equipment manufacturer) and/or
ODM (original design manufacturer) basis. The
sales of tuner modules for portable devices,
however, had diminished slightly with turnover
amounting to HK$12,009,000, down 0.6%,
resulting from radio function losing popularity in
portable devices.

The Group’s wireless solutions including wireless
speaker systems and microphones supplied mainly
to leading electronic product companies reported
an encouraging 32.6% growth in turnover to
HK$25,916,000.

In the digital product category which was launched
in 2006, tuner modules for DMB in navigation
systems and personal multimedia player (“PMP")
for the Korean market registered encouraging
results. Although it is a new entrant to the Korean
market, the Group has claimed instantaneous
leadership. Turnover from sales of tuner modules
for DMB and digital audio broadcasting (“DAB")
surged significantly to HK$27,039,000, 327.0%
increase from the same period last year. The Group
sees growth potential for DMB and DAB products
and expects them to become a major income
source of the Group in the future.
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To widen its future product offerings, the Group
continued to research and develop new products,
such as global positioning system (“GPS”) engines,
MP3 decoders for car audios, tuner modules for
hybrid digital radio (“HD Radio”), and digital tuner
modules for Integrated Services Digital
Broadcasting — Terrestrial (“ISDB-T"), a Japanese
digital multimedia broadcasting standard.

Unit Electronic Components Business

For the six months ended 30 June 2007, unit
electronic components business accounted for
22.3% of the Group's total turnover. Turnover of
this segment was HK$80,643,000, 22.5% increase
from HK$65,820,000 in the corresponding period
last year. The healthy growth in turnover was
attributable mainly to the stable and strengthened
market position of the Group.

Prospects

Looking forward, with the digitalization trend for
new multimedia devices going strong and demand
for analog audio products stable, the Group
expects sustainable growth for its business in the
future. This confidence is based on the Group’s
ability to gain more orders from existing and
potential customers despite keen competition in
the market. The Group also continues to see
growth potential in both tuner modules for car
audios and digital tuner modules for DMB and
will keep pushing for growth of these products
so as to tap demand in the growing multimedia
market.

To ensure continuous success of its digital
products in the market, the Group will step up
enhancing features of the digital tuner modules
for DAB. It expects digital tuner modules for DAB
to bring increasing revenue in the years to come.

ATYERARMERMAE  A5EE
BEMBTER BEZRTMNES
([GPS)) 3% « AEZEMPIMFEIE -
BA X HIE U E# ([HD Radiol ) #FA
EEEAN BN AAYIE SRR EE
= S () 47 S BR 7% BUHE 1 48 ([1SDB-
T MBS AR AR -

BENEFTHER

REZE_EET+LHFNA=-ZTHIEAME
A BUEFLIHEBLEIERRE
EE23%  WEBDIHNEEER
80,643,000 ;T + M A F R B K
65,820,000 LI £ 22.5% - & X F
BIERFERIERAEEFTIERE
BT IZ ML o

s
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RERR  HEZEBEBNHB (LB
BRATE  MHSHELSTEER
B FBSRRFT AR AU AR ETRHE
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Bootsh o FRAEZEAESFEA
K DMBHTE F it sz B AL & - &
NEE  REBRBEENRELER
iRk UBEZHEMSER
M FE K -

BT RREBERED S EEISK
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On the other hand, the Group is developing tuner
modules for HD Radio to answer demand in the
American market, following the signing of a
contract for the product last year with iBiquity
Digital Corporation ("iBiquity”) in the United
States. The Group sees strong potential in HD
Radio and expects to roll out such products in
late 2007, which is expected to quickly translate
into revenue for the Group.

Recognizing the importance of R&D in helping it
to meet the challenges and capture opportunities
in the digital era, the Group will continue to invest
resources in R&D to upgrade existing products as
well as develop new products. R&D investment
this year will be similar to the level of 2006.

In the course of developing various products and
exploring opportunities, the Group will remain
prudent in financial management and maintain
stringent cost control to ensure long-term
sustainable growth of its business.

Investor Relations

The Group values its relationship with investors
and is committed to maintaining transparency of
the Group’s management philosophy, operational
performance and strategic development plans.
During the review period, the Group arranged
meetings with fund managers and analysts to
share and exchange opinions. The Company also
practices timely dissemination of information and
makes sure its website www.kse.com.hk contains
the most current information, including interim
reports, annual reports, announcements, press
releases and other corporate updates.
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Corporate Social Responsibility

As a public company, the Group has been actively
fulfilling its corporate social responsibility by
protecting the interest of all stakeholders of the
Company, the Company itself, and the society and
environment. During the review period, the
Company donated a total of HK$840,000 (Six
months ended 30 June 2006: HK$780,000) to
charity to promote the well-being of the needy. It
also continued to make sure its products conform
to the European Union’s environmental protection
guidelines including the Directive on the
Restriction of the use of certain Hazardous
Substances in Electrical and Electronic Equipment
on manufacturing activities.

Caring about the health and safety of its staff,
the Company also provides adequate health and
work safety training to all its managers and
employees, and maintains appropriate safety
systems and effective control to minimize staff
exposure to potentially hazardous materials or
adverse conditions at work. The Group also
ensures employees enjoy equal opportunities and
does not tolerate any form of harassment or
discrimination in respect of employment and
occupation thereby providing a fair working
environment to its employees.

ERETEEEML

EB—REMAR  AEBEBGUE
THMGENS SR BEMEFGZE
BE - QA8  LEMEREZFZE - R
ElEEAAR - AR A 248 57840,0007% T
(B2 XE~XA=-1+AHLARM
A : 780,000 70) fFEEZAE - UK
EEFEATHEN  EESERR
ERFEMBRRIES  REHLEE
BFFEAEERETREFRRHIER
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ARA-MBERENRER TR
2 R ATA AR R IR B IR A B
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DISCLOSURE OF INTERESTS AND
OTHER INFORMATION

INTERIVI REPORT-2007 o F1 Ei 3R & 2007

DISCLOSURE OF INTERESTS e 2 B
Directors’ and Chief Executive's EERTHABZERZRAR

Interests and Short Positions

As at 30 June 2007, 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 recorded in the register required to
be kept 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 (the “Model Code”) (collectively
“discloseable interests”) were as follows:

(a) Interests in Issued Shares of the

R-ZZBZLFRNA=TH BEZEFH
NG IGDIH35267A T 7B LM
FrEl RBBELTRRETETES
R MR EST A ([FREST A RALR
ARBEBARFIMERAT (B
i) fEH 2B - ARRERESER
1T IRAR N AR R B S o] AR B X B
(E&REZRPEERPIEXVER) 2 B
o RO EEFTES ZEDEN
KR MBIATHRERSDWOT

(a) XRBERITROEZ

Company
Ordinary shares of HK$0.1 each
SREEIBTZERR
Interest of Total % of
Beneficial  controlled Equity  number of total
owner corporations  derivatives  shares held issued shares
Name of directors BEi Z2H%EE B A& KBz HERTRG
ESpA EBA ZER fTETR RAEEH AERL
(note 2)
(Kt 2)
Mr. Yang Jai Sung 147,700,000 59,500,000 - 207,200,000 66.13%
REERE (note 1)
(Kist 1)
Mr. Kim Sun Cheol 498,000 = 1,000,000 1,498,000 0.48%
SEORLE
Mr. Woo Nam Jin = = 1,000,000 1,000,000 0.32%

BEDAE
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Notes: M et

(1) Mr. Yang Jai Sung and his relatives are () BHRREEXEREFEHS
interested in 79.5% of the issued share KAEHKEESF([BEHX
capital of Kwang Sung Electronics Co., Ltd. E)BBETRAZ79.5%%
("Kwang Sung Korea”) and therefore Mr. &= MBS RPEENM
Yang Jai Sung is deemed or taken to be T OREEREERAIER
interested in these ordinary shares which are ABBREXEESHEZZ
beneficially owned by Kwang Sung Korea for ERMzER

the purpose of the SFO.

(2) These represented interests of options (2) ZERZERBEBERESTER
granted to directors under the share option TESFERBEARARARG 2 BR
scheme to subscribe for shares of the EEm E—THFBHANTX
Company. Further details are set out in the [T EI] — 65 -

section “Share Option Scheme” below.

(b) Interests in Underlying Shares of (b) ZREIEE KRG
the Company
The directors and/or the chief executive of RBRRR ZERETE AR
the Company have been granted options Rle&E= R/ SITRARE KR
under the Company’s share option scheme, THRkE  BHEFBHNTX
details of which are set out in the section [FEARRERT &) — &Y -

“Share Option Scheme” below.

Save as disclosed above, as at 30 June 2007, none BEXEBEEIN R-ZZLFERA
of the directors, the chief executive of the =+TH -BEARAZESE - THA
Company, or their respective associates had any BHARErsAMEALHEEEMAE
other discloseable interests as required. tATRE B o
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SHARE OPTION SCHEME

The Company adopted a share option scheme on
16 June 2003 whereby the directors of the
Company are authorised, at their discretion, to
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 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 each share option is the highest of (i) the
nominal value of the shares; (ii) the closing price
of the shares on the Stock Exchange on the date
of grant; and (iii) the average closing price of the
shares on the Stock Exchange for the five business
days immediately preceding the date of grant. 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 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 18 May 2005, being the date
passing the resolution regarding the refreshment
of general limit of options. For the purpose of
calculating the above, options lapsed in
accordance with the share option scheme shall
not be counted.
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The total number of ordinary shares available for
issue under the share option scheme as at 30
June 2007 was 31,330,000 shares which
represented 10% of the issued share capital of
the Company at 30 June 2007. 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
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.

As at 30 June 2007, the directors and employees
of the Group and certain eligible persons had the
following interests in options to subscribe for
shares of the Company granted at nominal
consideration under the share option scheme of
the Company (market value per share at 30 June
2007: HK$2.3). The options are unlisted. Each
share option gives the option holder the right to
subscribe for one ordinary share of HK$0.1 each
of the Company.

R-ZEZLFNAZ+H  BRET
BT HBE T EBRRBEA
31,330,000 & fp - HE R —ZZ+
FRNAZTRAARBDETRAZ
10% > EE2HBERTET ZERE
FRmME  ERNEA+=ZEABHEEAE
TERTREZERE (BESTE -
FESE R RTT R 2 B AR ) YT (R T
TREETZEBRAH  THEHEB
RARBETERRZ1% - HERR
RIE RS EHEEBIERR -

AEEEERESRBHEERAL
REBEARFBRETSARBAKE
ERABBEARNFRN 2 BRE - B
TRELERNA=TH KEFAMU
Tz R-ZETLEFAA=THAER
ME:2.387T) - BRELE LT -
S BRER TERERE AENR
BARASREAENETZEAKR—
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No. of share options

BREHE
(note 3)
(Kt 3)
Outstanding Outstanding Market value
on 1 January on 30 June per share
2007 Lapsed 2007 Exercise at date
Category or RZBBLE during R=2FtE Date of Option price of grant
name of participant -A-B  theperiod AA=tAH grant exercise period pershare  RREAS
SRARRDRS HATE  HABAM WA BLAH BRETES SROKE 28R0E
HKS$ HKS$
Voo A
Executive directors
HTES
Mr. Kim Sun Cheol 1,000,000 - 1,000,000 7 July 2003 1 July 2004 to 1.294 1.25
SEHEE 3% 30 June 2008
tAtH ZZEMELA-HE
“EEN\ERA=TH
Mr. Woo Nam Jin 1,000,000 - 1,000,000 6 May 2004 1 May 2005 to 1.666 1.63
BEYRE —EEME 30 April 2009
LARA ZTTRERA-AZ
“EENEMA=TH
Employees 13,800,000 2,900,000 12,800,000 7 July 2003 1 July 2004 to 1.294 1.25
EE (note 4) (note5) —ET=% 30 June 2008
(Hrit 4) (Hrit 5) tAtH ZZTMEt+A-BE
ZEE\ERAZTH
Other eligible persons 4,600,000 - 2,700,000 7 July 2003 1 July 2004 to 1.294 1.25
EfhaERAL (ote5) —ZET=fF 30 June 2008

(Bt 5) tAtE —FEOFLA-HE

ZE\FAAZTH

et
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Notes:

(1) The options granted to the directors are registered
under the names of the directors who are also the
beneficial owners.

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

On or after 1st year anniversary 30%
another 30%
another 40%

On or after 2nd year anniversary
On or after 3rd year anniversary

(3)  Number of share options refers to the number of
underlying shares in the Company covered by the
options under the share option scheme.

(4) The 2,200,000 and 700,000 share options
separately held by two resigned employees lapsed
on 31 January 2007 and 29 March 2007
respectively.

(5)  During the review period, 1,900,000 share options
were transferred from other eligible person to
employee in category under the 2003 share option
scheme due to an option holder’s transfer of
service from being consultant for the Company to
full time employee.

SUBSTANTIAL SHAREHOLDERS'
AND OTHER PERSONS’ INTERESTS
AND SHORT POSITIONS IN
SHARES AND UNDERLYING
SHARES

As at 30 June 2007, 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 notified to the Company were as
follows:

et

(1)

BETEECBBREDNEE RS
L MEETAESHEAA -

RERBDEREUE TITRZK
BEDLMT

R—EAFERAKZE 30%
RREFERAKZ% H5M30%
RZAFEEHZE H5MN0%

MR REER B HE 8 AR RT 8 T R S
Rz RREEERD -

MZERES - H%B32,200,000%
700,000 fEREE D RIR =TT+
F—A=+—BEk-_ZTZTLtFE=A=
FABKRK -

BIEAHIEA - —BERESE ARE
MENEAENES - RE-ZT=
FREARHERT B - £1,900,00017 A% 1
HEMEEBRATHIETRES
Rl e

TERREEMALR

Befn - BRI 2 s
NN

IR 2

&

i

ZTEFRA=Z+H  BARA

EERTHAHESI - TIHALTRAR
AlZBO RERRDT - BEARXF
RiEE S MR RGIE336FATER
ZELMAREIE NG RNNR 2
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Ordinary shares of HK$0.1 each

SREBEIBTZEBR
No. of ordinary Nature of % of the issued
shares held interest/Capacity share capital
BEZ L 3:1:3-04 HERTRG
EERHE L) BRI
Substantial shareholders
TERR
Madam Kang Mi Young (note 1) 207,200,000 Interest of spouse 66.13%
ERELL (K1) BBz ER
Kwang Sung Electronics Co., Ltd. 59,500,000 Beneficial owner 18.99%
KABHKEETF EREEA
Jayhawk China Fund (Cayman), Ltd. 64,182,000 Beneficial owner/ 20.49%
("Jayhawk") Investment manager
EnBEAAN/RERE
Mr. Kent C. McCarthy 66,390,000 Interest of controlled 21.19%
("Mr. McCarthy") (note 2) corporations
McCarthyst & (ffaF 2) REHEEzRE
Other persons
HAL
Pacific Sun Investment Management (HK) Ltd. 28,257,500 Beneficial owner/ 9.02%
("Pacific Sun") (note 3) Investment manager
Sub a/c The China Mantou Master Fund (Fax3) EmBAAN/REALE
£ B = 0 The China Mantou Master Fund
UBS AG 28,257,500 Prime broker 9.02%
(note 4) FELR

(K3t 4)

P
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Notes:

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

(2)  Mr. McCarthy is deemed or taken to be interested
in these ordinary shares through his indirect 100%
control in Jayhawk and Buffalo Jayhawk China
Fund. These interests were duplicated by those
beneficially owned by Jayhawk and Buffalo
Jayhawk China Fund.

(3) These shares were held by The China Mantou
Master Fund (the “Fund”). Pacific Sun is the
investment manager of the Fund.

(4)  UBS AG is the prime broker of the Fund. These
shares were duplicated by those beneficially owned
by the Fund.

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.

OTHER INFORMATION

Code on Corporate Governance
Practices

The Company is committed to achieving high
standards of corporate governance so as to ensure
better transparency and protection of
shareholders’ interest. The Company has complied
with the code provisions of the Code on Corporate
Governance Practices (the “Corporate Governance
Code”) in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”)
throughout the six months ended 30 June 2007,
except for the deviation of code provision E.1.2.

EBERAR

et

(1) E=XRZTARERELEZET B
EFLBEGRIME  RRERESR
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The code provision E.1.2 of the Corporate
Governance Code provides that the Chairman of
the Board should attend the annual general
meeting of the Company. Due to other business
commitments, Mr. Yang Ho Sung, the Chairman
of the Board who resides in Korea, was unable to
attend the annual general meeting of the
Company held on 18 May 2007 in Hong Kong.
This constitutes a deviation from the code
provision E.1.2 of the Corporate Governance
Code.

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 to comply with
the provisions of the Model Code, during the six
months ended 30 June 2007.

Purchase, Sale or Redemption of the
Company'’s Listed Securities

Neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the
Company'’s listed securities during the six months
ended 30 June 2007.

BIBECEEARTAFEI2E EEE
FHRELFAQNAZEEBEFRS -
HREBEE  FEHEBZAQAE
ETEXERELELERELFEARQF
RZZZLFRATNBRITZRE
BERE HRECEELTNE
E.1.210K ©

ESETREXZRETA

BLE—ZTEFRNA=THILAEA
N ARFREERERNERER B
E=EHAETETARMEI0MEZ
BRESFR - MEFARERRAZB
BmAkEEARAHERBERERZ
FHESEWHEZRETREZEEST
Al -

BE LEIEEAQAT LHE
%
BE-FTTELFANA=Z+HILEAHE
A AR RS E AR D FB RS
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Review of Accounts

The Audit Committee has reviewed with the
management and the Company’s auditors the
accounting principles and practices adopted by
the Group and discussed auditing, financial
reporting process and internal control matters
including a review of the unaudited interim
financial report for the six months ended 30 June
2007.

Publication of the Interim Results
Announcement and Interim Report

The interim results announcement is published on
the websites of the Company (www.kse.com.hk)
and the Stock Exchange (www.hkex.com.hk), and
the interim report will be available at the said
websites and despatched to shareholders of the
Company in this late September.

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

Hong Kong, 11 September 2007

EBERAR

ik B =0

EREZEGCRERERARRARE
B A ERA 2 Gt RARIE
Pl - WA wmAZE - BBRBREFRA
HNEEEH BEBEHNAEE_TTL
FRA=ZTHLERNERAZREEZD
B mE

HEFHMEERAERPHRE

AP HEERENRARA 20
(www.kse.com.hk) & Bf 22 B 2 49 uh
(www.hkex.com.hk)FI & o # BI3R & I8
HRANAEE E@EBNE - TF
BETARAKRER -

EREEEM
HITEEFTHAH
REE

&8 —ETLFAAL+—B



INDEPENDENT REVIEW REPORT

To the board of directors of
Kwang Sung Electronics H.K. Co. Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial report set
out on pages 29 to 52 which comprises the
consolidated balance sheet of Kwang Sung
Electronics H.K. Co. Limited as of 30 June 2007,
and the related consolidated statements of
income, and changes in equity and condensed
consolidated statement of cash flows for the six
month period then ended and explanatory notes.
The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require
the preparation of an interim financial report to
be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34
“Interim financial reporting” issued by the Hong
Kong Institute of Certified Public Accountants. The
directors are responsible for the preparation and
presentation of the interim financial report in
accordance with Hong Kong Accounting Standard
34.

Our responsibility is to form a conclusion, based
on our review, on the interim financial report and
to report our conclusion solely to you, as a body,
in accordance with our agreed terms of
engagement, and for no other purpose. We do
not assume responsibility towards or accept
liability to any other person for the contents of
this report.
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Scope of review

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410,
"Review of interim financial information
performed by the independent auditor of the
entity” issued by the Hong Kong Institute of
Certified Public Accountants. A review of the
interim financial report consists of making
enquiries, primarily of persons responsible for
financial and accounting matters, and applying
analytical and other review procedures. A review
is substantially less in scope than an audit
conducted in accordance with Hong Kong
Standards on Auditing and consequently does not
enable us to obtain assurance that we would
become aware of all significant matters that might
be identified in an audit. Accordingly we do not
express an audit opinion.

Conclusion

Based on our review, nothing has come to our
attention that causes us to believe that the interim
financial report as at 30 June 2007 is not
prepared, in all material respects, in accordance
with Hong Kong Accounting Standard 34 “Interim
financial reporting”.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

11 September 2007
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FINANCIAL STATEMENTS

Consolidated statement of income
for the six months ended 30 June 2007

- unaudited

(Expressed in Hong Kong dollars)

Turnover
Cost of sales

Gross profit

Other revenue

Selling and distribution
expenses

Administrative expenses

Research and
development expenses

Other operating expenses

Profit from operations
and before taxation
Income tax

Profit after taxation
attributable to equity
shareholders of
the Company

Interim dividend declared
after the interim period

Earnings per share
— Basic

— Diluted

The notes on pages 33 to 52

interim financial report.
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B 75 ] 2k

mEBBER
BE-STLFAA=+HLEAMEA

- REEX

Note
Bt &

EXE 2
HERA

EZRi]

H i Y &5
$HE R X

1T X
Wt 2 X

HgEmx

R R R ATE R

W

AARRAFAEA
FE 4 BR ¢ 14 72 7

FHREIRZ
RHERE 5(a)

FRAF 6
—HA

— &5

form part of this $33852B 2 AL EIR &M E

(LB 3 #EM)

Six months ended 30 June

BEAA=tRHIEAEA

2007 2006
—EELHF ZZTTRF
$'000 $'000

Fx T
361,652 270,374
(304,554) (226,387)
57,098 43,987
3,122 5,598
(11,855) (10,236)
(5,340) (6,472)
(23,869) (20,896)
(1,731) (4,202)
17,425 7,779
(1,857) (868)
15,568 6,911
4,670 2,193
HK5.0 cents HK2.2 cents
5.05 1l 2.2l
HK4.9 cents HK2.2 cents
4.9 1 2.2l

Z— 8 e
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Consolidated balance sheet
at 30 June 2007 - unaudited
(Expressed in Hong Kong dollars)

Non-current assets
Property, plant and
equipment
Intangible assets
Other equity securities

Current assets

Inventories

Trade and other receivables
Current tax recoverable
Cash and cash equivalents

Current liabilities
Trade and other payables
Current tax payable

Net current assets

Total assets less
current liabilities
Non-current liabilities

Deferred tax liabilities

Net assets

Capital and reserves
Share capital
Reserves

Total equity — attributable

to equity shareholders
of the Company

The notes on pages 33 to 52 form part of this

interim financial report.

BEEEBER
RZBEZELFEARNA=Z+TH-RAEERK
(BT ABEN)
At At
30 June 31 December
2007 2006
R-BZELFE RZTTAF
ANA=+H +t—A=+—H
Note $'000 $'000
K ot Fx T
ERBEE
W - BREREZE
7 91,571 96,288
EEE 740 661
H A IRATE FH 8 1,684 1,684
93,995 98,633
REBEE
TE 9 86,480 69,222
EWE S R HEMERFK 10 143,291 116,242
7K B A] Y 1= B IE - 605
ReRFASEEYW 11 149,628 169,679
379,399 355,748
REBEE
ERNE S REMBRK T2 97,246 90,239
7N B e 5 B IE 557 461
97,803 90,700
REBEETFE 281,596 265,048
EEAERABDAE®E
375,591 363,681
kRBEE
REEREAE 1,780 2,019
EEFE 373,811 361,662
BEAREHE 13
A& 7 31,330 31,330
1 342,481 330,332
AATBREEEA
FE 4G 48 R
373,811 361,662

Z—abtn e

E33E2AE 2RI T M B RE



Consolidated statement of changes in

equity

for the six months ended 30 June 2007

- unaudited

(Expressed in Hong Kong dollars)

Total equity at 1 January
Net profit for the period

Dividends approved and
paid

Movements in equity arising
from capital transactions:
- Equity settled share-based
transactions

Total equity at 30 June

The notes on pages 33 to 52 form part of this

interim financial report.

BHERIRN 2

3

=]
JioN

ETRARS

FRELEHZED :

A RERZ
BARMHR S

TR
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REaEZEDR

BE-ZZLtHFXRA=ZTHLAEA
- REER
(KB T REL)

Six months ended 30 June
BZAA=tHLAEA

2007 2006
—EEtE —ETRF
Note $'000 $'000
k=3 Fr Fr
361,662 350,738
15,568 6,911
5(b) (3,446) (5,953)
13 27 571
373,811 352,267

E3I3ES2A ZMERILT M B RE
Z—aktn e
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Condensed consolidated statement of HHGERERE

cash flows

for the six months ended 30 June 2007 BE-ZEZtEXNA=+HLAEA
- unaudited - REEX

(Expressed in Hong Kong dollars) (BT REN)

Six months ended 30 June
BEXA=tHLXEA

2007 2006
—EELF ZTTRF
Note $°000 $'000
HiaF Fr Tt
Cash used in operations X¥BFARE (13,085) (9,135)
Tax paid B HIE (1,395) (657)
Net cash used in operating 8% %3 fi A
activities 2EESFE (14,480) (9,792)
Net cash used in investing & & & &) F A
activities 2EESFE (3,439) (10,042)
Net cash used in financing &% ¥ %% F7 A
activities 2EESFE (3,446) (5,953)
Net decrease in cash ReRELEEY
and cash equivalents 2R FE (21,365) (25,787)
Effect of foreign exchange E R# &) 2%
rate changes 804 -
Cash and cash equivalents R—F—B2H&
at 1 January RELZEEY 136,590 157,375
Cash and cash equivalents RAA=1+HZEBE&
at 30 June RBREEEY 11 116,029 131,588

The notes on pages 33 to 52 form part of this F33E52B 2 AL BB RS
interim financial report. 22— 8 e
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Notes on the unaudited interim RARER 2 PHBBERENT
financial report
(Expressed in Hong Kong dollars) (BT REMN)

Basis of preparation 1 RBE%E

This interim financial report is unaudited, but has
been reviewed by the Company’s Audit Committee
and by KPMG in accordance with Hong Kong
Standard on Review Engagements 2410 Review of
interim financial information performed by the
independent auditor of the entity, issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA"). KPMG's independent review report to
the Board of Directors (the “Board”) is included
on pages 27 and 28.

This interim financial report has been prepared in
accordance with the applicable disclosure
provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), including compliance
with Hong Kong Accounting Standard (“HKAS")
34, "Interim financial reporting”, issued by the
HKICPA. It was authorised for issuance on 11
September 2007.

The preparation of an interim financial report in
conformity with HKAS 34 requires management
to make judgements, estimates and assumptions
that affect the application of policies and reported
amounts of assets and liabilities, income and
expenses on a year to date basis. Actual results
may differ from these estimates.

Ah B BHREDREER  BEAR
AzERLZRGRESHREHMER
FEREEEGMAE ([GFTMAL
B EMZEEERMTHELEAIZE2410
S [ 2 B8 12 #% BUED 3 o B BT 75 B
HFEMIMFHEN - RSREME
BB EEE 2B EMBEIITIH

MNEE27B [ 288H °

AHHBBRECRBEERERS
MAERARZESF EWAR([LEHR
D MERZ WBRGEXRR - e &
TEAMAGEMZER G ENE
4R [P HIBI A 3R 5 ) 2 IRE - A
BHBRER_FTELFNAT—HE

EETIE -

b P BERERBREE G LS
BAFZRERE  ARREERERE
BELHAZERRER  URMER
ZAESRBERRALRREIAFNE
SRERZAE  FERRR - BER

EEWEARSEHERETR -
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Basis of preparation (continued)

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2006 annual financial statements.
The HKICPA has issued a number of new and
revised Hong Kong Financial Reporting Standards
("HKFRSs”, which term collectively includes HKASs
and Interpretations) that are effective or available
for early adoption for accounting periods beginning
on or after 1 January 2007. The Board has
determined the accounting policies to be adopted
in the preparation of the Group's annual financial
statements for the year ending 31 December 2007,
on the basis of HKFRSs currently in issue and
effective for the current accounting period. The
Group so far has concluded that the adoption of
these new and revised HKFRSs which are expected
to be reflected in the 2007 annual financial
statements would not have a significant impact
on the Group’s results of operations and financial
position.

The HKFRSs that will be effective or are available
for voluntary early adoption in the annual financial
statements for the year ending 31 December 2007
may be affected by the issue of additional
interpretation(s) or other changes announced by
the HKICPA subsequent to the date of issuance of
this interim financial report. Therefore the
accounting policies that will be applied in the
Group's financial statements for that period cannot
be determined with certainty at the date of
issuance of this interim financial report.

The interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an
explanation of events and transactions that are
significant to an understanding of the changes in
financial position and performance of the Group
since the 2006 annual financial statements. The
condensed consolidated interim financial
statements and notes thereon do not include all
of the information required for full set of financial
statements prepared in accordance with HKFRSs.

KWANG SUNG ELECTRONICS H.K. CO. LIMITED » X 2 EF & B ER A Al

REEE (F)

Ah P BEREDERE-TEXRF
EFBHERAENNERETBRER
R g AGERME TH R
BTz EBMBmEER ([FBH
BHEER]  BEEEGFEAR
2B FEEAR_ZTLHF—H
—HARMAR G BRAER X
ARATERA - EEE DL REBRTEM
ARAEgtBHER s BBV BRE
R BRI HBEREAEEMEE
ZTLF+ A=t HLEEFEERHF
MBMERZEAHR - AEEES
ERRARARAR -T2 LF2FH
IR R RS ERT BB %
BEEABTEHAKE I REXER
R BRRERERTZE -

KRE-FTLF+-A=+-AL
L2 SEL P EL T
2EHHRRARAZEAHH WS
WA o R AR
B US4 98 6 2 978 2 TR LA
A ZABEBHEHLE - Al -
WARBUHRETIE 2 - HAE
ST 6 R {4 B S R
B B R -

A BB REHAGREGE M BR
RRACBRTE RN - MR T
BE-ZERNFFEFBERETIEA
R’ ETRASENPBERRLMRER
THEREENEFNRS - HHE
ETHPBREMAMNTLTBRER
BEBMBHREEANEHEN M B R
RITAZIABER -



Basis of preparation (continued)

The financial information relating to the financial
year ended 31 December 2006 that is included in
this interim financial report as being previously
reported information does not constitute the
Company’s statutory financial statements for that
financial year but is derived from those financial
statements. Statutory financial statements for the
year ended 31 December 2006 are available from
the Company's registered office. The auditors have
expressed an unqualified opinion on those financial
statements in their report dated 17 April 2007.

Segment reporting

The Group's primary format for reporting segment
information is business segment. Turnover
represents the sales value of goods supplied to
customers less goods returned and after trade
discounts.

(a) Business segments
The Group comprises two main business
segments:

—  manufacture and sale of composite
components; and

- manufacture and sale of unit electronic
components.

INTERIM REPORT-2007 o # HRZR & 2007

RREEE (F)

AR BEREMBAEFBE_FF
RNET-ZA=Z+—HLEMBRFEEZZH
AR TR R BE X R FE
EEHMB®E  BEEPBERY
MEARNFBRE HE-TERX
FH_A=+-RULFEZEENH
BERARARRZFMPERZRE -
BREMEEE —TZLFMA+ LA
ZWEF  HELEHBHRRTER

HER -

Pl ik
AEEHDHEHMZIEZZRAARE
B EEBEERETEFP 2EMR
HEBEBREDERITENBEZITN
SR o

(a) RHZEH
FEEEXBEEMEEIEER

b
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2

Segment reporting (continued)

7 ER RS ()

(a) Business segments (continued) (a) ¥EH7(E)
Composite Unit electronic
components components Consolidated
Six months ended Six months ended Six months ended
30 June 30 June 30 June
ank BENEFH #E
HEANA=THLE HEAA=THL HEANA=THLE
~f8A ~MER ~f8A
2007 2006 2007 2006 2007 2006
“B%tE —TTNF -BRtE -TTAF -BTtE -TTRFE
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
Turnover BE® 281,009 204,554 80,643 65,820 361,652 270,374
Segment results SWEE 10,341 2,202 3,961 1609 14,302 3,811
Unallocated operating REHEEE
income and expenses WARAZ 3,123 3,968
Profit from operations B 17,425 7,779
(b) Geographical segments (b) HEZSE
An analysis of the Group’s turnover by AEEBREMRBNMETE 2
geographical location determined on the EEEFEITMOT -
basis of the destination of the products is as
follows:
Turnover
EXE
Six months ended 30 June
BEANA=tHLAEA
2007 2006
—BTLF —ETREF
$'000 $'000
T Tt
Mainland China il 192,322 132,307
Hong Kong BE 88,923 93,235
Korea 1350 72,878 42,347
Others Hitp 7,529 2,485
361,652 270,374
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RE R BRBATER
EE B BAE R MG GEA)

3 Profit from operations and before taxation 3
Profit from operations and before taxation is arrived
at after charging/(crediting):

Six months ended 30 June
BEAA=1+HLEAEA

2007 2006
S —ZTERX
$'000 $'000
Fr Fr
Cost of sales* BB A 304,554 226,387
Depreciation* e 10,090 10,162
Interest income A2 WA (2,529) (2,348)
Operating lease charges: KEMERE :
minimum lease payments AR & K
— hire of properties —HAmE 2,171 2,230
# Cost of sales included depreciation and # HERABIEEMWEZINE
operating lease charges in respect of K 4g % 78 5 ) % 7,806,0007T
properties of $7,806,000 (2006: $8,543,000) (ZZTZT X4 : 8,543,0007T) °

MmazeEE @G ALRDH
BREZSBEAXZREE -

which amount is also included in the
respective total amounts disclosed separately

above.

4 Income tax

Current tax

Provision for Hong Kong
Profits Tax

Taxation outside Hong Kong

Deferred tax
Origination and reversal
of temporary differences

A H B R
BEBMNEHER

B MR IR
I FE i 1]

ERMERZES
Ko

4

P& %

Six months ended 30 June
BEAA=1+HLAREAR

2007 2006
—EBLF —EERE
$000 $'000

T TIT
1,342 156

753 524

2,095 680
(238) 188

1,857 868

57



38

Income tax (continued)

Provision for Hong Kong Profits Tax is calculated
at 17.5% (2006: 17.5%) of the Group's estimated
assessable profits arising in Hong Kong for the six
months ended 30 June 2007.

The Group carries out manufacturing activities in
the People’s Republic of China (“PRC") under the
terms of various assembling and processing
agreements with PRC entities and has substantial
involvement in these manufacturing activities
undertaken in the PRC. The profits earned are thus
considered to be partly arising and derived from
the manufacturing activities carried out in the PRC
and partly from other activities performed in Hong
Kong. As such, the Company is granted a 50:50
offshore exemption in respect of Hong Kong Profits
Tax.

Provision for income tax in respect of the subsidiary
in the PRC is calculated at 15% (2006: 15%) of
its estimated assessable profits for the six months
ended 30 June 2007.

No provision has been made for Korea income tax
as tax losses brought forward exceed the estimated
assessable profits for the six months ended 30 June
2007 and 2006.

KWANG SUNG ELECTRONICS H.K. CO. LIMITED £ EEFE BB A A

e (8

EBFERZEE  RRASEEHZE
—EEHFEXNAZTHEANEARKE
REBEEZERBRNEA17.5% (=
TTRE 17.5%) 2R HE -

AEBEREEPEARLME ([F
) MT T2 ZHKERINT
ek 2 BREFBEETRELS - A
BE2EETRETZZERER
B o MULATRBZER  BOWER
MR EEIT 2 REE B ATEE KM
B MBOWRREEBETZEHM
EBAELRRE - UL - ARFE
BEFIERZE50502 B F/% ©

FEBARZAEHERE  2RE
BHE_ZTZEFXA=FTHIEAEA
ZIEETRERBEFIA15% (ZFEN
F15%) ZTEGE o

BHRAEFHNEEASRERBEEE
—ETRAEFER BT RFRNA=ZTA
LERME A B ET R TR F) - 4 &
REBE TS BE R (I 2EE -
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Dividends 5
(a) Dividend payable to equity shareholders
of the Company attributable to the
interim period
Interim dividend FHIRE IR 2P ERE
declared after FRRE WA 1.5l
the interim period (ZZZRF : 0.7M)
of 1.5 cents

(b)

INTERIVI REPORT-2007 o F1 Ei 3R & 2007

(2006: 0.7 cents)
per ordinary share

The interim dividend has not been recognised
as a liability at the balance sheet date. The
calculation of the 2007 interim dividend is
based on the number of ordinary shares
outstanding at the date of these interim
results.

Dividend payable to equity shareholders
of the Company attributable to the
previous financial year, approved and
paid during the interim period

Final dividend in respect of BREBEZE=ZTZTF
the financial year ended TZA=+—Hli

31 December 2006, BB R BE AR
approved and paid R ER A BE O RO 5
during the following ZARER BER
interim period of AR 1.1

1.1 cents (year ended (BE-TTRF
31 December 2005: +ZA=+—1t
1.9 cents) per ordinary FE 1.9
share

RE
(a) HHRIENENTFERAREEF
FAZRE

Six months ended 30 June

BEAA=+THLAEA

2007 2006

= —EERE
$000 $'000

FTr T

4,670 2,193

THIRENAEE R HRERA
BE - 2R LFRHARED
BAREAHCHITZEBR
HAFEHE-

(b) FRIAHER IR 2 ERE L
— B8 B FEENTFARER
EHEEAZRE

Six months ended 30 June
BERA=1+THLEAREA

2007 2006
—BTtHF —ETRE
$000 $'000
T TIT
3,446 5,953

o
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6

Earnings per share

(a)

(b)

Basic earnings per share

The calculation of basic earnings per share
is based on the profit attributable to equity
shareholders of the Company of
$15,568,000 (2006: $6,911,000) and the
weighted average number of ordinary shares
of 313,300,000 (2006: 313,300,000) in issue
during the six months ended 30 June 2007.

Diluted earnings per share

The calculation of diluted earnings per share
for the six months ended 30 June 2007 is
based on the profit attributable to
shareholders of $15,568,000 and the
weighted average number of ordinary shares
of 317,890,000 after adjusting for the effect
of all dilutive potential ordinary shares.

Diluted earnings per share is the same as
the basic earnings per share for the six
months ended 30 June 2006 as the inclusion
of the effect of deemed issue of ordinary
shares under the share options scheme
would have an anti-dilutive effect on the
basic earnings per share.

6

BRAF

(a)

(b)

FRELXEF

BREABFREARRBKRAE
BB AJE(L % % 15,568,0007T
(ZZTZT/NE : 6,911,0007T) &
 E_ZETLFEANBE=+ALE
NERRNEEITYE R NE
SF 19 82313,300,0000% (—Z 2=
7N 1 313,300,0000%) 5T & -

ERBERF
HE-_TTZLFA=1+HL
NER 2 TS R A R IR
% FE 5% 7 15,568,0007T K& &
AR 2 hn#E F 19 21317,890,000
B I gk BT A B EE E R AR
HEFELAERTE -

7 408 4 1 1R 08 1 R 4
BRIz ERRIVERYE
BEABFERTEAER -
BBRE-FEAFAA=TA
EA1EA 2 EREERTIRE
BEREFER -
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Earnings per share (continued)
(c) Reconciliation

Weighted average BUEtEERK
number of ordinary AR ZF 5
shares used in gk
calculating basic 158
earnings per share

Deemed issue of RAEEET
ordinary shares for Ak
no consideration

Weighted average AU E &R
number of ordinary BERF 6
shares used in AR N
calculating diluted T

earnings per share

Property, plant and equipment

The Group’s land and buildings held for own use
were revalued as at 30 June 2005 by DTZ
Debenham Tie Leung Limited, an independent firm
of professional surveyors who had among their
staff members of the Hong Kong Institute of
Surveyors, at their open market value by direct
comparison approach by making reference to
comparable sales transactions as available in the
relevant market. As a result, revaluation surplus of
$3,902,000, net of deferred tax, was transferred
to land and buildings revaluation reserve of the
Group (see note 13) and a net gain of $987,000
and the deferred tax thereon of $43,000 were
included in the consolidated income statement for
the six months ended 30 June 2005.

INTERIVI REPORT-2007 o F1 Ei 3R & 2007

6

SRER (&)
(c) #ER
Number of shares
RHBE

Six months ended 30 June
BEAA=THLEREAR

2007 2006
—ETLHF —ETRF
$'000 $'000

Fr SEoR

313,300 313,300

4,590 =

317,890 313,300

NE BERRE

RZZETRFANA=1+8 - SER27T
ERAFIREELE L  W2ERE
SRR EERIRAER
BEFEERZ T REEFZARTE
HWITEM - AERTARARAE L
HEEGEM EBHEIAEBAE
MEgRE BREGNBER -
3,902,000 C E {4 Atk (FBRIELERI1E)
CHREBEEAEE fi RIBFEMG
HH(RME13) M AFE
987,0007T & # it 7 iE E % 18 43,000
TERMABEZE-ZTETRFEAA=1
HIERNEAZGEERE -
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BEERAR

Property, plant and equipment (continued)
The directors of the Company, who are not
qualified valuers, have reviewed the carrying value
of the land and buildings as at 30 June 2007 with
reference to the relevant market indices. In the
opinion of the board of directors, the carrying value
of the land and building at 30 June 2007
approximate to their open market value.

Other equity securities

Other equity securities represent unlisted equity
securities in corporate entities acquired in 2004
and 2006 for cash consideration of $1,500,000
and $1,684,000 respectively. Full provision for
impairment loss has been made in prior years and
maintained at 30 June 2007 against the investment
costs of $1,500,000 for the equity securities
acquired in 2004.

Inventories
The analysis of the amount of inventories
recognised as cost of sales is as follows:

Carrying amount of FEERE
inventories sold ZERHEAE

Write-down of inventories WO AF &

Reversal of write-down of WO A7 & B [l

inventories

The reversal of write-down of inventories made in
prior years arose due to subsequent usage of
inventories previously provided for.

7

mE - BERRE (F)

ARAEF(LHFAERMGEEMN ES
EZEHTSREEHN I REFR
EELFRNA=ZTHEZEEE -EF
2RE THEEFR 2T LFAR
A=tRzEEEEEAMTER

e

= o

Hith AR S
HiRABHFIERARARR T ME
EZZEERENR LB RE
1,500,0007T % 1,684,0007T B8 A R
TEERZIELTRAZES - BEF
EERR_ZETEFHARLAESLRN
& R 7 1,500,0007T 16 H 2 TR (E B
BEE YR -_ZEZT+FA=+H
BEMESR -

7&
ERABRABERR 2 FELESTM
T

At At
30 June 31 December
2007 2006
R-BBLE RoTEAE
AA=+RA +ZA=+—8°
$'000 $'000
S Fr
305,478 227,145
1,200 B
(2,124) (758)
304,554 226,387

BEFENHRTERD IR REHE
REMBEBZEFEMER -
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Trade and other receivables

Trade receivables K E 5 R
Prepayments, deposits and B HIE - BE& R
other receivables H {8 U 5RE

The ageing analysis of trade receivables (net of
impairment losses for bad and doubtful debts) as
of the balance sheet date is as follows:

Current K 38 5
Less than 1 month overdue  #H3 D — 1@ A
Over 1 month but less than — #8#1Z i — & A

3 months overdue BALR=1EA
Over 3 months but less than #HIZ R =1{E A
12 months overdue BLR+=1EA

New customers are normally required to trade on
a cash basis. Credit is offered to existing customers
following an established payment records. The
credit terms granted by the Group to its customers
(including a shareholder (note 15(a))) generally
range from one to two months.

INTERIVI REPORT-2007 o F1 Ei 3R & 2007

B E SRR

At "

30 June 31 December

2007 oo
R-BELE  HoTTA

AA=tE +=A=+-8

$'000 $'000

i T

133,351 108,772

9,940 7.470

143,291 116,242

REEH - BKE SRR (MK RE
BRBERMB) 2RESTMAT :

At At
30 June 31 December
2007 2006

R-2TLHF RZBEREF
AA=+H +Z-A=+—-H

$°000 $'000
5 Fi
99,299 69,666
26,641 28,396
7,230 10,206
181 504
133,351 108,772

MEFP—REURLHNETRS -
EENRESR  FBRTRAEER
EE -AEERKTEF (BE 2K
R (KMTaE15(a) ) Z BB H - — BN F
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11 Cash and cash equivalents 11 BREeRBLEEY
At At
30 June 31 December
2007 2006
R=—BZTtHF RZTEETX
~NA=+AH —A=+—H
$'000 $'000
Fr T
Deposits with banks and RITRHAM B E
other financial institutions ZFER 108,869 90,029
Cash at bank and in hand BITERAKE S 40,759 79,650
Cash and cash equivalents HEBEEBERA
in the consolidated ZHRERRAGE
balance sheet B 149,628 169,679
Less: deposits with banks B R R B R
and other financial ZR=1EA
institutions with more ZRITR
than three months of H A& @t
maturity when placed W8 2 770 (33,599) (33,089)
Cash and cash equivalents HRASRERERE
in the condensed KAZHE &R
consolidated cash flow ReEEY
statement 116,029 136,590
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12 Trade and other payables 12 ERESREMENR
At At
30 June 31 December
2007 2006
R=-ZBZtF RZTERF
ANA=+tH +ZHA=+—H
$'000 $'000
T FT
Trade payables e 8 2 RR 80,627 74,690
Accrued expenses and FEETE A R EAM
other payables FE S 58 16,619 15,549
97,246 90,239
The ageing analysis of trade payables as of the REER  BRESERZEERDIT
balance sheet date is as follows: wmr
At At
30 June 31 December
2007 2006
R=ZZZLHF RZTEX
AA=+H +ZA=+—8
$'000 $'000
Fr FT
Due within 1 month or — A ANk EE
on demand B AR B A8 56,578 53,503
Due after 1 month but —EARE=EA
within 3 months A 5 24,049 21,187
80,627 74,690
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13 Capital and reserves 13 BRARRKE
Land and
buildings  General
Share Share  Capital revaluation  reserve  Retained
capital  premium  reserve reserve fund profits Total

B4 RHEE RABE  EMEE -REEE  REER it
$000  §000  f000 000 000 $000  §000
T T T T T T T

At 1 January 2006 RZ$3/5-F-B 31,330 52,900 521 3902 1,486 255,893 350,738
Final dividend approved SNEERIE
in respect of the previous LRBRE

year (note 5(b)) (A 3#50)) - - - - - (5958 (5953
Equity settled share-based HEHAERZRA

transactions DEEY) - - 571 - - 5 571
Profit for the period Bgi - - - - - 6,911 6,911
At 30 June 2006 RZEEAERAZTH 31,330 52,900 5798 3902 1,486 256,851 352,267
Transfer between reserve RERz 8% - - - - 1526 (1,56) -
Equity settled share-based HiEHRERZRA

transactions HEVY] - - 41 - - - 41
Profit for the period Brigi - - - - - 11,547 11,547
Dividend declared in respect ~~ BERZKERRE

of the current year (note 5(a)  (fi5(2)) - - - - - 2,193 (2,193)
At 31 December 2006 RZEERE+-A=1-H 31,330 52,900 5839 3902 3,012 264,679 361,662
At 1 January 2007 R-E5tE-F-A 31,330 52,900 5839 3902 3,012 264,679 361,662
Transfer between reserve (note) & 2 8% (H) - = (787) = = 781 =

Final dividend approved ANEERRE
in respect of the previous LRBRE

year (note 5(b)) (H3sb) - - - - - (3.446)  (3.446)
Equity settled share-based W RERZRA
transactions HEYY - - 7 - - - 7
Profit for the period Bmai = = = = = 15,568 15,568
At 30 June 2007 RZEEtERAZTH 31,330 52,900 5079 3,902 3,012 277,588 373811
Note: Brat -
The transfer from capital reserve to retained profits HELAHBEBEZRE BN 2 @ HEIE
represents the value of share options lapsed during REE_ZZ+EA=ZTHILHH
the period ended 30 June 2007. Kz BREEE -
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Capital and reserves (continued)

Equity settled share-based transactions

The Company has a share options 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,
advisers and consultants, to take up options to
subscribe for shares of the Company. Each option
gives the holder the right to subscribe for one
ordinary share of $0.1 each of the Company.

During the six months ended 30 June 2007,
2,900,000 options have been lapsed. Besides, no
other options have been granted, exercised or
cancelled (2006: no options were granted,
exercised, lapsed or cancelled). At 30 June 2007,
the outstanding share options were:

Date granted Exercise period

INTERIVI REPORT-2007 o F1 Ei 3R & 2007

RHAH 1THE54

7 July 2003 1 July 2004 to 30 June 2008

—ET=F+tAtH —EEMELA—BE
—EENFANA=TH

6 May 2004 1 May 2005 to 30 April 2009

—TETMERAKXA - TEREAA-AE

—TTNAFMA=1+H

BARHE (B
UBRESZNZREXE
ARARE—ER_ZEE=ZF A+
NARM EREE B AR
REFERENBREASEES
(PEAEEERABZES) - BN
RABAABENARBERA ARG ZE
BeiE - SHERESETFEFEAN
REAAFR—REREME0. 17T LR
&z #EF o

HEZZZELtHFA=1+THB1~E
A + 2,900,000 B PR A B KK o Uit
Hh - B - AT R ok a8 H A BB AR
B(ZETAFE  WEBRERL -
1718~ KRBEHE) - RZTTLF
NA=ZFTA - RITEERESR -

Number

of options

outstanding

at 30 June

2007

Exercise R=-TBZLHF
price RNA=t+HZ®
TEE THEBEREZE
$1.294 16,500,000
$1.666 1,000,000
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14  Capital commitments outstanding not provided 14 KRESHXKREFAPHHBREANR
for in the interim financial report BEEE 2 EAEE
At At
30 June 31 December
2007 2006

R-ZBTLHF R=FEX
AA=tH +=-A=t—H

$'000 $'000
Fr T
Purchase of property, BEY¥* BERRE
plant and equipment
Contracted for [EEKS] 652 51
Authorised but not BEREERETL
contracted for 5 412
657 463
15  Material related party transactions 15 BERBEALRS
(a) Transactions with shareholder (a) HRREFTZXEZ
During the six months ended 30 June 2007, RBE-_TEZTtFA=1+8H
the Group entered into the following IEAREAR - REEEKRR A
transactions with Kwang Sung Electronics ZEEREERNKEETAR
Co., Ltd (“Kwang Sung Korea”), a major AR ([BEXE]FTIU TR
shareholder of the Company: 5
Six months ended 30 June
BEAB=t+HLAMEA
2007 2006
—ETLHF —EEREF
$'000 $'000
Fr T
Sales of finished goods $HE R K m 5,043 21,399
Purchases of raw materials & & R} 112 6,723
Referral commission Bt/ A EN
paid/payable s 3,046 3,048
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EXBEALRS (A)
HRREFTZXE (F)

15  Material related party transactions (continued) 15
(a) Transactions with shareholder (a)
(continued)
At 30 June 2007, included in the following
balance sheet captions are the amounts due

R-BELFAA=TA T
FIEERERZEE T OERE
Mo/ (R BB R 2 BOR -

from/(to) Kwang Sung Korea:

At At

30 June 31 December

2007 2006

R=BZLF RZTEX

AAE=+H +ZA=+—8H

$'000 $'000

Fr F

Trade receivables B E 5K 1,968 450

Trade payables BB SRR (16) (1,189)
Accrued expenses and i B AR

other payables H b & < 3R 78 (1,135) (1,279)

The Directors of the Company are of the
opinion that the above transactions were
conducted in the ordinary course of business
on normal commercial terms.

ARRZEERR LR
REABR—REBBESR
EBBEGRFET -
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15  Material related party transactions (continued) 15 ERXBEEALRS (B
(b) Transactions with other related parties (b) BEAHMEBEALTETZXE
() Key management personnel remuneration () FEBEBABEZHS
Remuneration for key management FTEEBRAEME (B
personnel, including amounts paid to SNHTFTARRESEZS®
the Company’s Directors, is as follows: B)EIAT :

Six months ended 30 June
BEXB=t+HLAEA

2007 2006
—EELF —TEREF
$'000 $'000
Fr Tt
Short-term employee EHEERA
benefits 6,429 5,284
Post-employment benefits B B8 12 18 T 113 89
Equity compensation & 7 48 18 12 7
benefits 27 269
6,569 5,642
(i)  During the six months ended 30 June iy REE=ZZTZEF~A=
2007, the Group paid a consultancy THIEARER - AEEM
fee to a close family member of a —BEFERE(RAAR
major shareholder (also a Director of RIEE) —RORITE
the Company) amounting to $337,000 #337,000T (ZEZ R
(2006: $324,000). 1 324,0007T) °
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15  Material related party transactions (continued)
(b) Transactions with other related parties
(continued)
(iii) Loan to key management

INTERIV! REPORT-2007 o F1 B33 & 2007

15 EARBEALXS ()
(b) HEAMBEALTEFTZXES
(&)
(i) MEBERABRHRERK

personnel
Name of borrower fBEA Mr Jo Jung Ho
ISR EE
Position 24w General manager
kS
Terms of the loan BRI R
— duration and -BEFH R Repayable on demand
repayment terms BEFEHR REKEER
~ loan amount -8R $424,000
— interest rate — F = Nil
z
- security — None
i
Balance of the loan BREEH
—at 1 January 2006 -RZZEE F—HF—H $-
— at 31 December 2006 and -RZZEZERE+-A=+—H
1 January 2007 k—ZZ+FE—-H—H $424,000
- at 31 December 2007 —-RZEE+E+-A=+—H $424,000
Maximum balance outstanding K{Ei& 2 &= & #%
- during 2007 and 2006 —RIZTLFERR-ZTTRE $424,000
There was no amount due but unpaid, RZETEFARNAZ+HARZ
nor any provision made against the ZERFET-_A=+—HIAE
loan at 30 June 2007 and 31 EEHEREEZHIE  HE
December 2006. BEREE R -
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16

Contingent liabilities

In September 2007, the Shenzhen Local Tax
Bureau equired the related party transactions and
the transfer pricing policy of the Company’s
subsidiary, Shenzhen Kwang Sung Electronics Co., Ltd
(“Shenzhen Kwang Sung”) during the years ended
31 December 2002 to 2006. Shenzhen Kwang
Sung had submitted the information request to
the Shenzhen Local Tax Bureau on 7 September
2007. Up to the date of approval of this interim
financial report, there is no further queries raised
by the Shenzhen Local Tax Bureau. Should
Shenzhen Kwang Sung be unable to provide
sufficient documentation information to
substantiate that the transactions were made on
an arm’s length basis, according to relevant laws
and regulations, the Shenzhen Local Tax Bureau
may instigate a transfer pricing adjustment to
revise the transaction prices and request Shenzhen
Kwang Sung to pay any Enterprise Income Tax
underpaid following the transfer pricing
adjustment.

Since the Shenzhen Local Tax Bureau is only
making preliminary enquiries on the related party
transactions and the transfer pricing policy of
Shenzhen Kwang Sung, the Company considers
it is premature to quantify any additional tax
liability. Accordingly, no provision for additional
tax payable has been included in the interim
financial report.

RAEE

RZTZLFNA - FYIWH R
RRAARRIZHBEARFIKEET
BRAR(TRIKE]) SRR KE
H-ZT_FE2_TTRFT-A=
T-HIEFEZEAEALZHRER
EEBEK - RIKEER=ZZTZTLF
NA+BESRYIT S B IS BB R
ZXRWER - BEATEHHBHRE 2
BAETEBSH  FIm BB RIL
BIRHE—HERM - WFRIIKEREE
RERHNHER  UBEZERS
Toir A TFEAEHRLT - AIRIRAB A6
KRB RYNITTH 5 B B ok & B e
EREEAR  UEITRZERE 1
ERRINHEREREEARELIN
FRARBNZBERER -

BRI R B ERRIEE
ZHEANLZ S REBEBRRER
MNEEH - FEARFRBEER M
REEEEEMEIMBEEZBRE -
At - R BB RS I EE AR
HONENTRIAMEZ B -
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