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FINANCIAL HIGHLIGHTS

MBRE

Six months ended 30 June

BEANA=+RIEAEA
2008 2007 % Changes
—BENE —BRELE BE
Results (HK$'000) ¥E(FET
Turnover =E 392,224 361,652 +8.5%
Gross profit EF 53,130 57,098 -6.9%
Profit from operations il 5,843 17,425 -66.5%
Profit after taxation G RES
attributable to equity EAEHHF A
shareholders JE A 3 F 4,809 15,568 -69.1%
Interim dividend FHARR B 1,577 4,701 -66.5%
Per Share Data (HK cents) & RE#E G51l)
Basic earnings BERAF 1.53 4.97 -69.2%
Diluted earnings gl 1.49 4.90 -69.6%
Interim dividend HEARR B 0.50 1.50 -66.7%
Financial Ratio (%) B 7 bE 2R (%)
Gross profit margin BN 13.55 15.79 -14.2%
Net profit margin HF = 1.23 4.30 -71.4%
Dividend payout & B bt & 32.79 30.20 +8.6%
At 30 June At 31 December
2008 2007
Note R-ZZBBNEF RZTT+F % Changes
gz AA=Z+H +ZA=+—H -
Assets and BEHEE
Liabilities (HK$'000) (F%7T)
Total assets mEE 512,477 479,445 +6.9%
Total liabilities wEE 125,642 84,609 +48.5%
Shareholders' equity Ji% B8 4 25 386,835 394,836 -2.0%
Per Share Data (HK dollars) R & (5 T)
Net asset value per share  BREEFE 1.23 1.26 -2.4%
Financial Ratio B # EE =R
current ratio TRED % 1 3.46 4.61 -24.9%
Quick ratio REPLE & 2 2.67 3.75 -28.8%
Gearing ratio BELE 3 0.25 0.18 +38.9%
Notes: P 3E -
(1) Current ratio represents current assets divided by (1) #RBLLEBERDEERURBDAB L
current liabilities. Ko

(2) Quick ratio represents current assets excluding

inventories divided by current liabilities.

3) Gearing ratio represents total liabilities divided by total 3

assets.

(2 BBLXETEBEFEERNIADERE
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INTERIM DIVIDEND

The Board of Directors (the “Board”) has declared an
interim dividend of HKO.5 cents per share for the six
months ended 30 June 2008 (six months ended 30 June
2007: HK1.5 cents). Dividend cheques will be despatched
by mail on or about 17 October 2008 to shareholders
whose names are registered in the register of members
of Kwang Sung Electronics H.K. Co. Limited (the
“Company”) on 10 October 2008.

CLOSURE OF REGISTER OF
MEMBERS

The register of members of the Company will be closed
from 8 October 2008 to 10 October 2008, 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, 1 Queen'’s Road East, Hong
Kong not later than 4:00 p.m. on 6 October 2008.

MANAGEMENT DISCUSSION AND
ANALYSIS

Financial Review

For the six months ended 30 June 2008, turnover of the
Company and its subsidiaries (the “Group”) grew by 8.5%
from HK$361,652,000 to HK$392,224,000 over the
corresponding period last year. Profit for the period
amounted to HK$4,809,000, representing a decrease of
69.1% as compared to HK$15,568,000 over the
corresponding period last year. Basic earnings per share
were HK1.53 cents, 69.2% decrease from HK4.97 cents
over the corresponding period last year.

The increase in turnover was primarily a result of the
net sales growth of wireless solutions, offsetting the slow
down in the growth of the Group’s major products
including tuner modules for home audios and car audios.

During the period under review, gross profit was down
by 6.9% to HK$53,130,000 as compared to that over the
corresponding period last year despite the increase in
turnover. The decrease was due to the combined effect
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of Renminbi (“"RMB") appreciation, enactment of the new
China Labor Contract Law, rising raw material costs, and
the claim from a number of employees based in the
People’s Republic of China (the "PRC") against the Group
in respect of overtime compensation over the past two
years. For the period under review, the Group's gross
profit margin was 13.5%, as compared to 15.8% over
the corresponding period last year.

Other revenue decreased by 27.4% to HK$2,268,000,
primarily as a result of decrease in bank interest income
during the period.

Operating expenses increased by HK$6,760,000 or 15.8%
to HK$49,555,000 as compared to HK$42,795,000 over
the corresponding period last year. The increase was
mainly attributable to the additional increase in
impairment losses on doubtful debts of HK$3,161,000
and the foreign exchange loss of HK$1,515,000.

Income tax decreased by 44.3% from HK$1,857,000 over
the corresponding period last year to HK$1,034,000. This
amount mainly reflected provision for Hong Kong Profits
Tax and PRC income tax of HK$1,298,000 for profits
generated during the period, additional provision for PRC
income tax of HK$3,037,000 in respect of voluntary
transfer pricing adjustment and a tax refund of
HK$3,268,000 on reinvestment of profit derived from its
subsidiary, as paid-up capital of the subsidiary.

Based on the foregoing, the Group recorded profit after
taxation attributable to equity shareholders of
HK$4,809,000 for the six months ended 30 June 2008,
representing a decrease of 69.1%, as compared to
HK$15,568,000 over the corresponding period last year.

Financial Condition, Liquidity and
Financial Resources

The Group’s operations are generally financed by
internally generated cash flow. As at 30 June 2008, the
Group had cash and bank balances of HK$153,718,000
and net current assets of HK$302,022,000. Total
shareholders’ funds amounted to HK$386,835,000 as at
30 June 2008.
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As at 30 June 2008, the Group had no outstanding
borrowings. Its current ratio, defined as current assets
divided by current liabilities, was 3.46, whilst the gearing
ratio, defined as total liabilities divided by total assets,
was 0.25.

Foreigh Exchange Exposure, Hedging
and Off Balance Sheet Financial
Instruments

The Group is exposed to foreign currency risks, primarily
in making sales and purchases denominated in United
States Dollars ("USD") and Japanese Yen (“JPY"). Our
operation in Korea pays its operating expenses in Korean
won (“KRW").

As Hong Kong Dollars (“HKD") is pegged to USD and 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 further significant appreciation of RMB due to
stronger USD position. The Group has taken steps to
ensure that its net exposure to other currencies such
as JPY and KRW, is kept at an acceptable level by buying
and selling foreign currencies at spot rates when
necessary to address short-term imbalances.

Investment Activities

The Group did not make any material acquisition or
disposal of any of its subsidiaries and associated
company during the six months ended 30 June 2008.

Charges on Assets

As at 30 June 2008, the Group had banking facilities of
HK$155,040,000 but no assets were pledged to banks
to secure them.

Contingent Liabilities

Other than the details of contingent liabilities stated in
note 17 of the unaudited interim financial report on page
48, the Group did not have any significant contingent
liabilities as at 30 June 2008 and 31 December 2007.
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Employees and Remuneration Policy

As at 30 June 2008, the Group had about 1,992
employees, of whom 26 are based in Hong Kong, 1,869
in the PRC, and 97 in Korea.

For the six months ended 30 June 2008, staff costs
slightly decreased by 1.3% from HK$47,077,000 to
HK$46,478,000 over the corresponding period last year.

Employees are remunerated according to their individual
performance, work experiences and with reference to
market conditions. In addition to basic salaries and
retirement schemes, staff benefits include medical care,
discretionary share options and performance bonuses.

BUSINESS REVIEW
Composite Components Business

During the period under review, composite components
business remained the Group’s major source of revenue,
accounting for 75.9% of the Group's total turnover. Turnover
from the segment amounted to HK$297,518,000, an
increase of 5.9% as compared to HK$281,009,000 over the
corresponding period last year.

Sales of tuner modules for both home audios and car
audios slowed down during the review period. This was
mainly due to major customers’ cautious outlook on
consumer demand which resulted in the slowing down
of orders to the Group. The two products brought
turnover of HK$119,872,000 and HK$64,889,000
respectively, representing 2.8% and 10.5% decrease as
compared to those over the corresponding period in
2007.

Sales of wireless solutions, including wireless speaker
systems and microphones to leading electronics
companies achieved a triple-digit growth of 157.2%,
driving turnover from HK$25,916,000 over the
corresponding period last year to HK$66,655,000. Such
remarkable segmental growth was mainly attributable
to the Group’s persistent efforts in developing and
marketing products with enhanced features to target
customers.
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Launched in 2006, the digital product category mainly
supplies tuner modules for digital multimedia
broadcasting ("DMB") in navigation systems and
personal multimedia players (“PMP”) in Korea. Sales of
tuner modules for DMB and digital audio broadcasting
("DAB") for the period amounted to HK$22,190,000,
representing a 17.9% decrease as compared to that over
the corresponding period last year. The decrease was
primarily attributable to the falling market demand
driven by economic downturn.

In recent years, the Group has allocated more resources
to research and development and launched new
products including global positioning system ("GPS")
engines, MP3 decoders for car audios, and tuner
modules for hybrid digital radio (“HD Radio”). During the
period under review, sales of these products progressed
steadily, translating into revenues for the Group, despite
that they are still relatively insignificant.

Unit Electronic Components Business

For the six months ended 30 June 2008, turnover from
unit electronic components business amounted to
HK$94,706,000, representing an increase of 17.4% as
compared to HK$80,643,000 over the corresponding
period last year. The increase in sales of unit electronic
components was mainly due to the increase in sales of
transformers during the period.

Prospects

Looking forward, the Group expects to face challenges
from the sluggish consumer market, rising labor cost
and other expenses in the PRC arising from the new
Labor Contract Law and the appreciation of RMB in
addition to the continuous cost pressure from raw
material price amidst global economic downturn.
However, the Group will endeavor to neutralise the
negative impacts riding on its enhanced market position,
financial and operational strengths as well as the growth
potential of new business segments.

Despite the negative growth of tuner modules for car
audios during the review period, the Group expects
orders from newly secured customers to help achieving
rebound of the segment in the second half of the year
which is the traditional peak season of the industry. Thus,
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the Group will put its best foot forward in moving this
segment back on to the growth track by the end of the
year. However, taking into account the Group’s dominant
market position and saturation of demand for tuner
modules for home audios, the Group does not expect
growth this year.

The Group believes that the application of its wireless
solutions on different consumer products and brands
will continue to expand in the years ahead. The Group
will explore more new customers and expects to
generate sustainable and significant growth in sales for
the second half of the 2008 financial year.

Despite the solid market position of digital tuner modules
for DMB in Korea, taking into account the market size
and other economic factors which limit their growth
potential, the Group plans to allocate more resources
to GPS engines to create another value-added solution
targeting at the camera detector board (“CDB") in
addition to personal navigation devices (“PND") and PMP.
The Group expects to achieve noteworthy growth in GPS
engines by the end of the year.

The Group will maintain its research and development
focus to deliver our long-term commitment to enhance
the quality and expand the range of products for our
customers. Apart from its research and development
efforts, the Group will continue to invest in new
technologies and accelerate the automation of
production lines, so as to boost its production capacity
and efficiency. The Group targets to position itself to
meet the increasingly demanding customers amid fierce
competition.

Exercising prudence, the Group will primarily focus on
cementing its business foundation and achieving growth
through expanding its product portfolio for the second
half of the year. Financially, it expects to achieve
improvement in performance in the second half year,
barring unforeseen circumstances such as the overtime
compensation disputes.

Investor Relations
The Group values its relationship with investors and is

committed to maintaining transparency of its
management philosophy, operational performance and
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strategic development plans. During the review period,
the Group arranged meetings with fund managers and
analysts to share and exchange opinions. The Company
also practises timely dissemination of information
including interim reports, annual reports,
announcements, press releases and other corporate
updates via its website at www.kse.com.hk.

Based on the information that is publicly available to
the Company and within the knowledge of the directors
of the Company as at the date of this interim report, the
Company has not maintained the prescribed public float
as required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”). The Company and its controlling
shareholder are committed to finding possible ways to
resolve the issue of insufficient public float of the
Company as soon as possible.

Corporate Social Responsibility

As a caring company, the Group has been active in
fulfilling its corporate social responsibility by acting in
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$960,000 (six months ended 30 June 2007:
HK$840,000) to charities to promote the well-being of
the needy. The Company complied with the requirement
of I1ISO 14001: 2004 on environmental management
system. 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 work safety of its staff, in
addition to providing adequate training to all its
managers and employees, the Group maintains
appropriate safety systems and effective control to
minimise staff exposure to potentially hazardous
materials or adverse work conditions. The Group also
ensures employees enjoy equal opportunities. It does
not tolerate any form of harassment or discrimination
in respect of employment and occupation thereby
providing a fair work environment to its employees.
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DISCLOSURE OF INTERESTS AND
OTHER INFORMATION

DISCLOSURE OF INTERESTS

Directors’ and Chief Executive’s
Interests and Short Positions

As at 30 June 2008, 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

HEmEEREER

e i 5=
EERTHARZEERAA

REZZNFERA=TH REEFIHE
{RPIEIS21RA T HIFMELMAH - R
BLETRARBESETESRIHNRESTR
(MpE=PA) AARRREEBMERHME
PRANA) ([B32RT)) VR 2 Bk - AR RIER
EENMTBAEHN AR R SRR AR
(EERBHF PG ERPEXVERD 2Bt
HERGD REFPHEA 2 Eamdoke (R
[ATHEERE)DWMT :

(@) ZALQRSHITKROER

Company
Ordinary shares of HK$0.1 each
BREBINEIZERR
Interest of Total % of
Beneficial  controlled Equity number of total issued
owner corporations derivatives shares held shares
Name of directors Bi SEHEE & BEz RERTRA
Espng BBA ZER fTETA 17 48 8 HwEALL
(note 2)
(P 3E 2)
Mr. Yang Jai Sung 147,700,000 59,500,000 - 207,200,000 65.70%
REERE (note 1)
(F%E 1)
Mr. Kim Sun Cheol - - 1,000,000 1,000,000 0.32%
EBEE (note 3)
(P 3E 3)
Mr. Woo Nam Jin - - 1,000,000 1,000,000 0.32%

REYELE
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Mr. Yang Jai Sung and his relatives are approximately
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.

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.

These interests of options expired at day end of
30 June 2008 and automatically lapsed on 1 July
2008.

Interests in Underlying Shares of the
Ccompany

The directors and/or the 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, as at 30 June 2008, none of
the directors and/or the chief executive of the Company,
or their respective associates had any other discloseable
interests as required.
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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.

The total number of ordinary shares available for issue
under the share option scheme as at 30 June 2008 was
31,330,000 shares which represented 9.93% of the
issued share capital of the Company at 30 June 2008. In
respect of the maximum entitlement of each participant
under the scheme, the total number of ordinary shares

R HERT S
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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 2008, 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 2008: HK$2.686). 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.

No. of share options

RATBE 2 FERASHE) FEAT(E T 31T Rl 31T 2
TBRAAY - MEBEBALARDEITEBR
Z21% > MEEERER AR RS B BE

Rl -

AEEEZRREE RBNABERALREAN
NABBRE SASRBAREER L ATRE
ARBRMDZBERE  R2FENFAA
=TH - BESEUTERZ R -TTNEF
NAZTHERTE : 2.686/87T) © EIRIE
Wik L1 - BOBRER T RRESH AR
NRBARFESREEOVETZE B —
A% o

BREHE
(note 3)
(I3t 3)
Outstanding ~ Expiredat  Balance as of
Outstanding on asof  dayend of day end of Market value per
1January 2008 Exercised lapsed  30June2008  30June2008 30 June 2008 Option share at date
Category or name R-BENE during  duringthe  HW=FB\F R-BEN\F  H-BEN% exercise period Exercise of grant
of participant —-B-B  the period period ABZ1H ABZ1H ABZTR  Date of grant BRE pricepershare  REELAHZ
SRERHINE HATTE BRTE  BRBAR HAGE  GREER EREHE RERH &8 SRITER SRTE
HKS HKS
B 7
Executive directors
gz
Mr.Kim Sun Cheol 1,000,000 - - 1,000,000 1,000,000 - 7 luly 2003 1 July 2004 to 1294 125
SEREE (note 5) ZETZE 30June2008
LiES) tAtH k13
tA-RZ
Z3R\E
AA=1A
Mr. Woo Nam Jin 1,000,000 - - 1,000,000 - 1,000,000 6May2004 1 May2005t0 1.666 163
B EE ZTEME 30 Apil 2009
LARA “33R%
1A-RZ
ZETNE
A=tH
Employees 12,520,000 1,782,000 600,000 10,138,000 10,138,000 3 7 luly 2003 1 July 2004 to 129 125
[ (note4) (note 5) ZEEZF 30Jne2008
[GiET) (Rt ) tAtA 3 13
tA-RZ
“33\F
AR=TR
Other eligible persons 2,700,000 - = 2,700,000 2,700,000 e 7 luly 2003 1 July 2004 to 1294 125
EAERAL (note 5) ZEESF 30Jne2008
LiES) tAtH k3143
tA-RZ
Z2R)\F

AAZTA



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%
On or after 2nd year anniversary another 30%
On or after 3rd year anniversary another 40%

(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 600,000 share options held by a resigned employee
lapsed on 31 May 2008.

(5) These interests of options expired at day end of 30 June
2008 and automatically lapsed on 1 July 2008.

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

As at 30 June 2008, 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:
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Ordinary shares of HK$0.1 each

BREMBINBIZERR
No. of ordinary Nature of % of the issued
shares held interest/Capacity share capital
BEZ 13- HERTREG
ZEREE 227 HEADH
Substantial shareholders
TERR
Madam Kang Mi Young (note 1) 207,200,000 Interest of spouse 65.70%
ZERLLT (D B f8 .2 s
Kwang Sung Electronics Co., Ltd. 59,500,000 Beneficial owner 18.87%
HKAEHKESE BEmEAA
Jayhawk China Fund (Cayman), Ltd. 33,906,000 Beneficial owner/ 10.75%
(“Jayhawk”) Investment manager
EnBEAN/
REKE
Mr. Kent C. McCarthy 63,738,000 Interest of controlled 20.21%
("Mr. McCarthy") (note 2) corporations
(TMcCarthyse 4 1) (B 7E 2) REGEE R
Other persons
Hig AL
Pacific Sun Investment 31,639,500 Beneficial owner/ 10.03%
Management (HK) Ltd. (“Pacific Sun”) (note 3) Investment manager
Sub a/c The China Mantou Master Fund (P 5E 3) ESBEEN/
#t B F 0 The China Mantou Master Fund REKE
UBS AG 31,639,500 Prime broker 10.03%
(note 4) FTELL

(3£ 4)



(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 other five funds. These interests were
partly duplicated by those beneficially owned by
Jayhawk.

(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
Listing Rules throughout the six months ended 30 June
2008.

Model Code for Securities
Transactions by Directors

The Company, having made specific enquiries, 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 2008.
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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
2008.

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 2008.

Publication of the Interim Results
Announcement and Interim Report

The interim results announcement has been published
on the websites of the Company (www.kse.com.hk) and
the Stock Exchange (www.hkex.com.hk), and the interim
report is 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, 12 September 2008
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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 25 to 48 which comprises the consolidated
balance sheet of Kwang Sung Electronics H.K. Co. Limited
as of 30 June 2008, 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.

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
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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 2008 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

12 September 2008
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FINANCIAL STATEMENTS B &

consolidated statement of income mEBREX

for the six months ended 30 June 2008 &HZ=—ZEENFAA=THLNEA
- unaudited — REERZ

(Expressed in Hong Kong dollars) (LA TR ERL)

Six months ended 30 June
BZEAA=1THLAXEA

2008 2007
—EENE —ETLF
Note $'000 $'000
B 5 Fx Tt
Turnover 3 2 392,224 361,652
Cost of sales $HE KA (339,094) (304,554)
Gross profit EF 53,130 57,098
Other revenue ez 2,268 3,122
Selling and distribution HE R D HAX
expenses (12,133) (11,855)
Administrative expenses THR (8,297) (5,340)
Research and development #fZ£F 2
expenses (21,375) (23,869)
Other operating expenses — E 4L & 7 (7,750) (1,731)
Profit from operations &% Kk BRB AR
and before taxation 4 5,843 17,425
Income tax FTigH 5 (1,034) (1,857)
Profit after taxation EATREFEA
attributable to equity FEALBRBEZ R R
shareholders of
the Company 4,809 15,568
Interim dividend FHEEIRZPHRE
declared after the
interim period 6(i) 1,577 4,701
HK cents HK cents
Al bl
Earnings per share SREF 7
- Basic — BER 1.53 4.97
- Diluted — BE 1.49 4.90

The notes on pages 29 to 48 form part of this interim  $F29=48H 2 Misx At R EAM & 2 —
financial report. BB
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consolidated balance sheet HEEEREX
at 30 June 2008 R-ZZEENEXA=1H
- unaudited - REEZ
(Expressed in Hong Kong dollars) (LA T RERL)
At At
30 June 31 December
2008 2007
" »
—ZEEN\F —TTLHF
AA=+H +ZA=+—H
Note $'000 $'000
B Fr Tt
Non-current assets ERBEE
Property, plant and Y - BB R& 8
equipment 87,151 96,850
Intangible assets mAE 695 718
Other equity securities Ho At fR AN FE 2 9 - =
87,846 97,568
Current assets REEE
Inventories FE 10 96,883 70,667
Trade and other FEWE 5 & E b BR 3K 11
receivables 170,712 125,795
Tax reserve certificate w5 5(i) 3,318 =
Cash and cash equivalents IR& MRS EEY 12 153,718 185,415
424,631 381,877
Current liabilities REBAE
Trade and other payables B E 5 Rk H AR 13 116,095 79,774
Current tax payable KB e {5 R 1B 6,514 3,137
122,609 82,911
Net current assets REBEEFE 302,022 298,966
Total assets less EELERRBERS
current liabilities 389,868 396,534
Non-current liabilities FREBEE
Deferred tax liabilities EEFIEAE 3,033 1,698
Net assets EERE 386,835 394,836
Capital and reserves EAXR#E 14
Share capital A& 7N 31,536 31,358
Reserves e 355,299 363,478
Total equity - ERBRREFRA
attributable to equity LB
shareholders of
the Company 386,835 394,836

The notes on pages 29 to 48 form part of this interim

financial report.
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consolidated statement of changes in mAEEREEXR

equity

for the six months ended 30 June 2008 &HZEZE=ZEENFXA=THILXEA
- unaudited — REERX

(Expressed in Hong Kong dollars) (LA TT B EAL)

Six months ended 30 June
HEANA=tTHIEARER

2008 2007
—EENE —EELF
Note $'000 $'000
B = Fr T
Total equity at 1 January R—R—HMEEE 00 394,836 361,662
Net loss recognised REZPEERRZ
directly in equity: HEA
Exchange differences on HMEBIND N T
translation of financial IS RER 2 ER%%E
statements of
overseas branch 14 (9,333) -
Deferred tax debited to AL REF
land and buildings B REECELERE
revaluation reserve 14 (1,368) -
(10,701) =
Net profit for the period &R 4,809 15,568
Total recognised FREEABAR
income and expense XA
for the year (892 15,568
Dividends approved and paid E#t/& RN ZRE  6(i) . (4415)  (3,446)
Movements in equity ETRERZMEEZ
arising from EE2E
capital transactions:
Share issued under share 1BiEBERETE]
option scheme BIIRG 14 2,306 -
Equity settled share-based AR {5 &7/ 2
transactions AR 5 14 - 27
2,306 27
Total equity at 30 June RWAA=THMNEARER 386,835 373,811

The notes on pages 29 to 48 form part of this interim

FOFMWE ZMFALPHAMBRE 2 —
financial report. A ©



KWANG SUNG ELECTRONICS H. K. CO. LIMITED
Interim Report 2008

condensed consolidated statement of HREGERERER
cash flows
for the six months ended 30 June 2008 #HZ=—ZBENFXA=1HL/NEA

- unaudited - RBEZ
(Expressed in Hong Kong dollars) (LAB T R EAL)

Six months ended 30 June
BEAA=1THILAEAR

2008 2007
—EENF —ETLHF
Note $'000 $'000
Ft T T
cash used in operations ¥HFAHRE (21,935) (13,085)
Tax paid B A (684) (1,395)
Net cash used in REEKFAZ
operating activities BEeFE (22,619) (14,480)
Net cash used in REZBFAZ
investing activities BEeFE (5,082) (3,439)
Net cash used in METBRAZ
financing activities BEeFE (2,109) (3,446)
Net decrease in cashand RE&RBESEEY
cash equivalents WA R (29,810) (21,365)
Effect of foreign ExRSE e
exchange rate changes (4,976) 804
Cash and cash R—A—HZEEK
equivalents at 1 January R&ZEY 158,910 136,590
Cash and cash RARA=+HEZEER
equivalents at 30 June IJREZEY 12 124,124 116,029

The notes on pages 29 to 48 form part of this interim FEOFASE 2K BIRHTBREZ —
financial report. A o



Notes on the unaudited interim
financial report
(Expressed in Hong Kong dollars)

1.

BASIS OF PREPARATION

The 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 is included on
pages 23 to 24.

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
12 September 2008

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.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2007 annual financial statements.

The Hong Kong Financial Reporting Standards (“HKFRSs”,
which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, HKASs and
Interpretations issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance)
that are available for voluntary early adoption in the
annual financial statements for the year ending 31
December 2008 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.

AEER DM REMTE

(ABTTRER)

RREE

AR E RS AR HE X - BARRZ
ERZEEREFRSIMEHMTIRE
EAEHMAG ([t AG)BHZE
BEMTIEAERFE24105: [ R A1 B L & &
FRf R BT 7 B2 A E LB - 2
EREMESMRERSS 2B I ENR
EHNE23E248

AP B RECKRBEAR O HHNE
RARIZES EMRA (T ETRED RER
ZHRBENREY  TDETEHMAGHE
2 BB R E3A5E [ KR
ZHRE  BEEMER—TTN\EAAT
— B -

B RS RRE g ERE3
RRERE - BRRERRERERD
AREBRER  URAERcEERA
BEREAERXHFNES ZSBZH
B ERER - EREEREMELER
RN

KPP HEREDIERE_TTLFRF
MBBREMFMZBREHBREH -

HEEFAIAGREL MRS TIEB
HrBEmHEMEE e ER A HR
HE-ZTT)\F+ZA=1+—H1tz2F
SRR AN BIRATRMAZ BBM RS
EA (B EEMASHER 2
HAER BB B REER - BEGTE
AlRZRBZGE  BARCRETRURE
BECRBEUEH Z#RE) - Bt - RAHH
FRHmETIRZ B - IREEEREREE 5
EREAEEZHEMBEEE s S5 H
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BASIS OF PREPARATION (Continued)

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 2007 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.

The financial information relating to the financial year
ended 31 December 2007 that is included in the 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 2007 are
available from the Company’s registered office. The
auditors have expressed an unqualified opinion on those
financial statements in their report dated 8 April 2008.

SEGMENT REPORTING

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

(i) Business segments

The Group comprises two main business
segments:

- manufacture and sale of composite
components; and

- manufacture and sale of unit electronic
components.

REEEW

A BB T 3RS BA AR AR A B TS R 2
CRTEZ R - MM TA=FF
TEFEMBRETIBIAR  E£T7THAE
EZBMBRAMKRR T BB AEE 2 B
MR 5 - AR A M B mE R EM =
W BREREF MRS ERRRED
IS IRRMRZ B ER

AAHREMRARBRE—TTLF =
A=+—RLEMBRFEZHBERLTHE
AR REZ I BEE 2 EERB]RE
BELFBEIN A AR MB®RE -
HEZTZLF+_A=+—BLFEZ
EEMBRRANARR 2 EMPERR
B ZEEBEEE-_TTNAFOANRZ
WET  HELHBRERRTERER
8o

SERERE
AEEDMEMZTE2RIAREHRD
B EEBREE TR CEMEEER
ROERTENBREINHNZ S

(i) XBDE

FEBEBEEMEIEXED
K

- BEREEEETH R



2.

(0

tEETEBLRA A
—Z2Z)\FEPHRE
SEGMENT REPORTING (Continued) 2. SBEE (B
Business segments (Continued) (i) XD (&)
Composite Unit electronic
components components Consolidated
&k EEF ik &
Six months ended Six months ended Six months ended
30 June 30 June 30 June
HERB=TH HEAB=TH HEXA=TH
LERER ERER LER{ER
2008 2007 2008 2007 2008 2007
2B\ -TZtE ZBRNE  CEERtE ZEBNE —ERE
$'000 $'000 $'000 $'000 $'000 $'000
S Tr Fr Fr S i
Turnover BEE 297,518 281,009 94,706 80,643 392,224 361,652
Segment results PEEE 6,879 10,342 (3,304) 3,961 3,575 14,303
Unallocated operating ~ REHE
income "LEWA 2,268 3122
Profit from operations &4 5,843 17,425
Geographical segments (i) #h & 5

(i)

An analysis of the Group's turnover by
geographical location determined on the basis of
the destination of the products is as follows:

REBIRERBNET 2 EE

EEHNM

T

Turnover
=

Six months ended 30 June
BEASA=1+HLEAREAR

2008 2007

—EENF —TTLF

$'000 $'000

Fr 7

Mainland China 2] 211,320 192,322
Hong Kong G 91,210 88,923
Korea G 77,463 72,878
Others HAth 12,231 7,529
392,224 361,652
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SEASONALITY OF OPERATIONS

The Group generally experiences higher sales in the
second half year, due to the increasing customer
demands during the summer holiday. As a result, the first
half year typically reports lower revenues and segment
results for the Group, than the second half.

PROFIT FROM OPERATIONS AND BEFORE
TAXATION

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

[

AEE-RBRRTHFESRSHER )
HREFHBRREHAEMN - ALt - K
SEN EFEMERGE 2 RGN0 BEE—
BREBETHFRE -

EERBRBLATEF

EERBBANE N MG, GEA)

Six months ended 30 June
BEANA=TRAHLEKREAR

2008 2007
—ZEENFE —TTLF
$'000 $'000
Fr Tt
Cost of sales (note) SHE B (BT ) 339,094 304,554
Depreciation (note) e (s 9,986 10,090
Interest income F B A (2,087) (2,529)
Impairment losses on REEBEEE
doubtful debts 3,161 -
Net foreign exchange SNERSIE S (Was) F 5
loss/(gain) 1,153 (1,485)
Auditor’s remuneration % B B & 496 412
Operating lease charges: KEHEER
minimum lease HEBAE R
payments
— hire of properties — MERE (M)
(note) 2,476 2,171

Note: Cost of sales included depreciation expenses and
operating lease charges in respect of properties
of $7,741,000 (2007: $7,806,000) which amount
is also included in the respective total amounts
disclosed separately above for each of these
types of expenses.

MizE . HERABENERIRYME
ZIREREEM7,741,000T
(ZZZ+4 : 7,806,0007T) °
ZHBENEFALRERHE
ZHRHALZBESEN -



5. INCOME TAX

Six months ended 30 June
BZAA=1THLEAXEA

2008 2007
—ZEENE —TTLF
$'000 $'000
Fi T
Current tax — AHFIE — BEEFEH
Hong Kong Profits
Tax
Provision for the period rEgEEs 433 1,342
Current tax - PRC AHBIE — PEIHE
taxation
Provision for the period 7 HA R B 865 758
uUnder/(over) provision AFEFERPEFIEZ
for PRC tax in respect BETRGBER)
of prior years 3,037 (5)
Tax refund on RE—FHKBRR.Z
reinvestment of profit A B IR E R
derived from a (B =)
subsidiary (note) (3,268) -
______________ 634 .88
Deferred tax BB IR
Origination and reversal TRHEEEY
of temporary EA KD
differences 161 (238)
Effect of changes in tax TEREEH
rates on deferred RIERIE 2 o2
tax balances (194) -
B (239)
1,034 1,857

Note: During the year ended 31 December 2007, the

Company reinvested part of the profit derived
from its subsidiary, Shenzhen Kwang Sung
Electronics Co., Ltd. (“Shenzhen Kwang Sung”)
which is a wholly-foreign owned enterprise
established in the People’s Republic of China (the
"PRC"), as paid-up capital of the subsidiary.
Pursuant to the PRC tax rules and regulations,
the Company is entitled to a tax refund of
$3,268,000 representing the income tax
previously paid by the subsidiary on the
reinvested amount.

Mz REEZTTLF+-RA=T+
—RAEFERN  ARFHER
EWBARARIICEETER
RENTRYIERZ]D) 283 F
BRE FRZWBARZE
BRRA - ZHB AR T —HR
hE ANRHME (TRE]) K
ZONEBEDRE - REHER
BRARARS - NABAES
RFIEE3,268,0007T + BNZ M B
REEH A BRESHEM AN
ZFREH -
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5.

INCOME TAX (Continued)

(i)

Provision for Hong Kong Profits Tax is calculated
at 16.5% (2007: 17.5%) of the Group’s estimated
assessable profits arising in Hong Kong for the
six months ended 30 June 2008.

On 27 February 2008, the Financial Secretary of
the Hong Kong SAR Government announced his
annual Budget which proposes a cut in the profits
tax rate from 17.5% to 16.5% with effect from the
fiscal year 2008/09.

The Company carries out manufacturing activities
in the PRC through its subsidiary, Shenzhen
Kwang Sung and under the terms of a processing
agreement with a third party factory, 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. Accordingly,
the Company claimed a 50:50 offshore
concession in respect of Hong Kong Profits Tax
which had been agreed with the Hong Kong Inland
Revenue Department (“HKIRD") in the year of
assessment 1999/2000.

In February 2008, the HKIRD enquired the
Company the basis of its 50:50 offshore
concession claims for the years of assessment
2001/02 to 2006/07 in relation to the Company’s
manufacturing activities carried out by Shenzhen
Kwang Sung and the third party processing
factory in the PRC, and issued an additional
assessment of $3,318,000 for the year of
assessment 2001/02. The Company lodged an
objection against the additional assessment in
March 2008 and purchased a tax reserve
certificate in the same amount to satisfy the
HKIRD's requirements for holdover of the
additional tax demanded for the year of
assessment 2001/02. The amount is included in
the balance sheet as at 30 June 2008 under
current assets.

Since the operation mode has remained
unchanged since the year of assessment 1999/
2000, the directors consider that the Company
should have the ground to pursue the 50:50
offshore concession claims. Therefore, no
provision has been made for the 2001/02
additional assessment or for any other additional
tax liabilities for the years under enquiry.

In the opinion of the directors, adequate provision
for Hong Kong Profits Tax has been made in this
interim financial report.

5.

Fia% (8)

(i)

ERNERBE  —RRAKER
E-TENFRA=ZTHLEREAR

16.5% (ZFZLF : 17.5%) 2
EiH o

R-ZENF-_RB-++H &
BEREYRARRAGTEREE
= BRHENERERER17.5%%
£165%  R-ZEZE)N\/ZTNIIK
FEREN -

ARBEBEME R BIRYEE A
NMIREEE=T 2 TR L2 —H
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T2 EMIEB AL RS © K
I - AD R E B MG R RE N
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ARARBEREEARAGERYE
RE=FMITEAESBEAT#ITH
BEESM—TE— &=
TN T EBF EIR H50:50
BEREBERZKE  UR=-FF
— /BB FEEE L METR
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5.

INCOME TAX (Continued)

(i)

(ifi)

Effective 1 January 2008, the applicable tax rate
for the subsidiary operating in the PRC is 25%
pursuant to the Corporate Income Tax Law of the
PRC passed by the Tenth National People’s
congress on 16 March 2007. Provision for income
tax in respect of the subsidiary in the PRC is
calculated at 25% (2007: 15%) of its estimated
assessable profits for the six months ended 30
June 2008.

In September 2007, the Shenzhen Local Tax
Bureau enquired the related party transactions
and the transfer pricing policy of Shenzhen
Kwang Sung during the five years from 1 January
2002 to 31 December 2006. Shenzhen Kwang
Sung had submitted the requested information
to the Shenzhen Local Tax Bureau in September
2007 and proposed a compromise settlement of
an additional income tax payable of $1,408,000
in respect of the transfer pricing adjustment. Full
provision of $1,408,000 has been provided in the
financial statements for the year ended 31
December 2007.

At of 30 June 2008, the Company is still
undergoing negotiation with the Shenzhen Local
Tax Bureau on the compromise settlement. Based
on their recent negotiation with the Shenzhen
Local Tax Bureau, the directors reassessed that
the Company would have to pay $4,445,000 PRC
enterprise income tax in order to reach a
compromise settlement. Accordingly, an
additional provision of $3,037,000 had been
provided in the financial statements for the six
months ended 30 June 2008.

Out of the tax provision of $4,445,000, $358,000
was pertained to the 6-month period ended 30
June 2003 which would be indemnified by a
substantial shareholder.

Up to the date of this interim financial report, the
Company has yet to obtain the agreement of the
Shenzhen Local Tax Bureau to its proposed
settlement, but the directors of the Company
consider that adequate provision for PRC income
tax has been made in this interim financial report.

(iii)

HM-ZTN\E—-A—Bit BES
TEZBARREAER =TT+
FZATAABBZ(REMERN
BRE) EREE @2%%@7
@mm < F325% © R BB A

NSHEE  RIEEHE=ZT A
E/\f\ﬂ =+ BIENEA Z b ER
BURFIA25% (BT - 15%)
ZREHE -

RZTZTLFNA - FITH T
BREAFRIKER-TT_F—
)E]_ Eifzz/\ﬁ‘f’ ﬂ +_
BREFAZHEATRGRERE

BHE - FIHAEER-_TTLHF
NLAMRIITH G BIRZ T2
SKEYER - WEREREEEER
BN —EINTST1,408,0007T
RAZEN, - BEZZETLF+
ZR=+—HIFE  EUBHRE
o B VB 2 & #51,408,0007T °

RZEZNFARA=1H  ARQF
HERYIT 75 BiTs B st BRF
HEITRAT  RIFERYIT )7 B
Bz EREMARFE
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AFRREM - Bt BEZTTN
FRA=ZTRIEREAZHBHRE
B H #85ME #3,037,0007T
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5.

INCOME TAX (Continued)

(iv)

Effective 1 January 2008, a 10% withholding tax
will be levied on dividends declared to foreign
investors from the PRC. A lower withholding tax
rate may be applied if there is a tax treaty
arrangement between the PRC and the
jurisdiction of the foreign investor. Pursuant to a
double tax arrangement between the PRC and
Hong Kong, the Company is subject to a
withholding tax at the rate of 5% for any dividend
payment from its PRC subsidiary.

As the Company controls the dividend policy of
its PRC subsidiary, it is able to control the timing
of the reversal of temporary differences
associated with the investment in subsidiary.
Furthermore, the Company has determined that
those profits will not be distributed in the
foreseeable future. Therefore the Company did
not recognise a withholding tax liability at 30 June
2008. In this regards, the Group did not recognise
deferred tax liability of $195,000.

No provision has been made for Korea income
tax as the Group did not generate assessable
profits subject to Korea income tax for the six
months ended 30 June 2008 and 2007.

FRE#H (&)

(iv)

—ETN\F-A—RE - PEH
MM EERTIR 2B E B
10%TRF0FL © % B EINEIRE
EMERDAERAIIRBELY - Al
g EARENTENBE - Big$
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6. DIVIDENDS 6.

()

(i)

Dividend payable to equity shareholders
of the Company attributable to the
interim period:

2

(i) R HA PR A B
AZBRE

RNFARRAREFE

Six months ended 30 June

BEAA=+HLXEAR
2008 2007
—EEN\EF —ZTLF
$'000 $'000
Fr T
Interim dividend FEEE IR R EIRE
declared after the B AR B AR0.51L
interim period ZTTHF ¢ 1.500)
of 0.5 cents
(2007: 1.5 cents)
per ordinary share 1,577 4,701
The interim dividend has not been recognised as FHRENEEHHNAERAA
a liability at the balance sheet date. The & e :E?tﬁqﬂﬂﬂﬁ BI5EARH
calculation of the 2007 interim dividend is based M smE BB BRI BRE
on the number of ordinary shares outstanding at BREEFE -
this interim financial report.
Dividend payable to equity shareholders (i) FHABRERRGZEAS E—
of the Company attributable to the B REEREMSTFERARDREE
previous financial year, approved and paid BAZRE

during the interim period:

Six months ended 30 June

BEXA=+HLEAKEA
2008 2007
—EENF —TTLF
$'000 $'000
Fr T
Final dividend in BREEZE-TTLF
respect of the +ZA=+—HLEVBFE
financial year ended 37 A & 12 & HA it fE R R £+
31 December 2007, ZAREARR B F AR E AR .40
approved and paid (BE=ZTAF
during the following +=—A=+—HALLFE :
interim period of 1.14)
1.4 cents (year
ended 31 December
2006: 1.1 cents)
per ordinary share 4,415 3,446
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7. EARNINGS PER SHARE 7. SERER

(i)

(i)

(iii)

Basic earnings per share

The calculation of basic earnings per share is
based on the profit attributable to equity
shareholders of the Company of $4,809,000
(2007: $15,568,000) and the weighted average
number of ordinary shares of 314,925,000 (2007:
313,300,000) in issue during the six months ended
30 June 2008.

Diluted earnings per share

The calculation of diluted earnings per share is
based on the profit attributable to shareholders
of $4,809,000 (2007: $15,568,000) and the
weighted average number of ordinary shares of
323,122,000 (2007: 317,890,000) after adjusting
for the effect of all dilutive potential ordinary
shares.

Reconciliation

M

(i)

(iii)

BREXEF

BREABRRAATBRANZE
A FE1G Y% F4,809,0007T (ZZEZ+
4 1 15,568,0007) RHE-TE
NERA=Z+THIEAEARBET
L@ e 2 i 9 £0314,925,000
i (ZZZ+ 4 : 313,300,0008%)
FtE -

BREBER

50 858 B ) R IR IR SR AR R
4,809,0007T (ZZFZ+4 15,568,000
T RIESIEEEES T B
FEEHARGLBR 2 METY
#0323,122,0000% (Z T E 4 ¢
317,890,0000%) 5T & -

Number of shares
RHEE
Six months ended 30 June
BZEXNA=TRHLEAREAR

2008 2007
—E2ENF —EELEF
‘000 ‘000
T F A&
Weighted average number RUAFTEERERREF
of ordinary shares used in A 38 AR N 15 £
calculating basic earnings
per share 314,925 313,300
Deemed issue of RBEERITEBR
ordinary shares
for no consideration 8,197 4,590
Weighted average number of  F AR & & B 8858 2 7
ordinary shares used in B i AR IR TS B
calculating diluted
earnings per share 323,122 317,890




10.

PROPERTY, PLANT AND EQUIPMENT

The Group's land and buildings held for own use were
revalued as at 31 December 2007 by Vigers Appraisal &
Consulting 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 of the update,
revaluation surplus of $10,657,000, net of deferred tax,
was transferred to land and buildings revaluation reserve
of the Group (see note 14) and a net gain of $1,456,000
and the deferred tax thereon of $52,000 were included
in the consolidated income statement for the year ended
31 December 2007.

The directors of the Company, who are not qualified
valuers, have reviewed the carrying value of the land
and buildings as at 30 June 2008 with reference to the
relevant market indices. In their opinion, there have been
no significant changes in the value of land and buildings
during the period from 31 December 2007 to 30 June
2008.

OTHER EQUITY SECURITIES

Other equity securities represent equity investments in
an unlisted corporate entity with a cost of $1,500,000
(at 31 December 2007: $1,500,000), against which a full
provision for impairment loss has been made in prior
years and maintained at 30 June 2008.

INVENTORIES

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

10.

W - HBRERE

RZZZLFE+—A=+—H  BIRITE
EFEEEERARZEELEE W&
EREETSAIHEERZEERIHAE
ERBEERz T REFZ ARMEE
TEM - BRI EETGEERARARA
BUBEMGERM  HXHEIABESAE
MEgk8  -HEREENEER -
10,657,0007T E 1l & ¢4 (FNBRIELERTE) B
WHEEEAEEZ T RIEFEEFHE (
RFE14) + ik A FRE,456,0007T K B
It 2 IR IE52,000 L EWAMABRE—T
THE+ A=+ RALFEEZHEER
ﬁ °

ARBEE AIFEERMGEM E2ER
TSRS EN L REFR_TTNEF
RNAZTHZEEE - RERR AT
ZLF+ A=+ —HEZZZENFKA
=+HYHE tREFEETEEARY
) o

Hib A ES

o th B 78 75 55 78 LA /B 1,500,0007T (A =
TT+F+-A=+—H : 1,500,0007T)
BER—BELMERBZRA - B
FEERREELEEREERBER I
MR-BENENA=THEERSE -
£35S
EERREEXN AT ZTFESEINET ¢

Six months ended 30 June
BEANA=THLEXMEAR

2008 2007
—EENF T EF
$'000 $°000
T Tt
Carrying amount of It EFE 2 REE
inventories sold 340,662 305,478
Reversal of write WOR T & B
down of inventories (1,568) (924)
339,094 304,554

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

MBI AR T RO HUR 7 B 18 0 T B L 1 B R S AR
ZEEmMEE -
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11. TRADE AND OTHER RECEIVABLES 1. RBEWESRHEMERR
At At
30 June 31 December
2008 2007
—EE)N\F —ETLF
AA=+H +=A=+—8
$'000 $'000
Fr Tt
Trade receivables EUYE 5 R 153,211 115,326
Shortterm loansto key MEZEEAS R
management EERHEHER
personnel and
employees 1,208 1,629
Sales proceeds of other  H Al AN FEH 2 HE
equity securities Frf3 318 1,684 1,684
Deposits, prepayments & - T A&
and other receivables H fth FE U R IE 14,609 7,156
170,712 125,795
The ageing analysis of trade receivables (net of REER - ERE SRR (NBRRERR
impairment losses for bad and doubtful debts) as of the BRE) Z2REIMET
balance sheet date is as follows:
At At
30 June 31 December
2008 2007
i »
—ZEN\F —ETLE
RNA=+H +=A=+—8
$'000 $'000
Fr T
Current K8 HR 113,310 83,073
Less than 1 month wHER DR — 8 A
past due 22,817 20,950
Over 1 month but wmEEZR—EABELIR=1EA
less than 3 months
past due 15,516 9,648
Over 3 months but BHZR=EAELIRT=EA
less than 12 months
past due 1,568 1,655
153,211 115,326
New customers are normally required to trade on a cash TEEF—REUREHFTRETRS - £
basis. Credit is offered to existing customers following B RESRE  ERTRAZFPEE - &
an established payment records. The credit terms SERKTER (BE—BRE (HE160))
granted by the Group to its customers (including a ZHREH  — BN T —Z=ZmMEA

shareholder (note 16(i))) generally range from one to two
months.



12.

13.

CASH AND CASH EQUIVALENTS 12. BRERBELEED
At At
30 June 31 December
2008 2007
i »
—EENF —EELF
NA=+H +=A=+—8”
$'000 $'000
Fr Tt
Deposits with banks $RAT R H & R AR
and other ZER
financial institutions 65,888 151,223
Cash at bank and in hand BITERRBES 87,830 34,192
Cash and cash equivalents FEBEERBERAZ
in the consolidated RekREEEY
balance sheet 153,718 185,415
Less: deposits with banks A F R R B E
and other financial ZR=EAZRITR
institutions with Hfth & RS 2 77K
more than three
months of
maturity when
placed (29,594) (26,505)
Cash and cash equivalents G RERERAZ
in the condensed ReERREFEY
consolidated
cash flow statement 124,124 158,910
TRADE AND OTHER PAYABLES 13. EFESREMIRR
At At
30 June 31 December
2008 2007
i »
—ZEEN\E —TELF
AA=+AH +=—RA=+—8H
$'000 $'000
T T
Trade payables ERE SRR 101,176 66,240
Accrued expenses BsrEAR
and other payables H fth fE A 38 14,919 13,534
116,095 79,774
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13. TRADE AND OTHER PAYABLES (Continued)

The ageing analysis of trade payables as of the balance

13.
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FEfH B 5 R H AR (8)

REER  BNBESERRZERITN

sheet date is as follows: T
At At
30 June 31 December
2008 2007
i JiS
—EIN\F ZTTLF
AA=+H +=A=+—8
$'000 $'000
Fr Tt

Due within 1 month or ~ —1& A Py sk 52 2 38 X065 2 H7
on demand 52,964 42,761

Due after 1 month but ~ —f& A &E =18 A RE|H

within 3 months 48,212 23,479
101,176 66,240




14. CAPITAL AND RESERVES 14. BXREHE
Land and
buildings
revaluation
Share Share Capital reserve  Statutory  Exchange  Retained
capital ~ premium reserve  tHRET reserve reserve profits Total
B ROEE  EARE  EfEE  iEHE  ERBE  REEW @3t
$'000 $'000 $'000 $'000 $'000 $/000 $/000 $/000
T T r r r T T T
At 1 January 2007 RZB5tE
-A-A 31,330 52,900 5839 3902 3,012 S 264,679 361,662
Transfer between reserves &R 28
(note (i) (BezEa) - - (787) - - - 787 =
Final dividend approved SR BE
in respect of the ZRERE
previous year (note 6(i) (B &) - - - - - - (3,446) (3,446)
Equity settled R AERZ
share-based transactions ~ BRARRRS - - 7 - - - - 7
Profit for the period gl = = = - - - 15,568 15,568
At 30 Jung 2007 RZ53tE
~A=TH 31,330 52,900 5079 3902 3,012 - 277,588 373811
Shares issied under REERETE
share options scheme #aki 28 o (76) - - - - 362
Transfer between reserves R 2B - - - - 3477 - (3477) =
Revaluation surplus, BB ANk
net of deferred tax EEHE - - - 10,657 - - - 10,657
Profit for the period iyl = = = - - - 14,707 14,707
Dividend declared in BERZAGE
respect of the 18 (HrzEe())
current year (note (i) - - - - - - (4,701) 4,701)
At 31 December 2007 RZ53tE
T-A=t-H 31,358 53310 5,003 14,559 6,489 - 24117 394,836
At 1 January 2008 RZEENE
-A-A 31,358 53310 5003 14,559 6,489 - 284,117 394,83
Shares issuied under REERETE
share options scheme Bkt 178 2611 (483) - - - - 2,306
Transfer between reserves R 2B
(note (1) (BezEa) - - (3,916) - - - 396 -
Transfer from deferred tax ~ {HEERBEFER - - - (1,368) - - - (1,368)
Exchange difference BERIA AR
on translation of financial B kESE
statements of ZERER
overseas branch (note (1)) (F¥(i) - - - - - (9,333) - (9.3%3)
Final dividend approved ~ SELAEERE A
in respect of the ZRERE
previous year (note 6()  (Ffkei)) - - - - - - (4,415) (4.415)
Profit for the period B - - - - - - 4809 4,809
At 30 June 2008 RZEENE
~AZtA 31,536 55,921 604 13,191 6,489 (9,333) 288,427 386,835
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14. CAPITAL AND RESERVES (Continued) 14. BXRRHEE (@)
Notes: BEE -
(i) The transfer from capital reserve to retained (i) HEARBEREZRB RN &R

profits represents the value of share options
lapsed or expired during the period ended 30 June
2008 and 2007.

(ii) At 1 January 2008, the Company has changed the
functional currency of the Korea branch from
Hong Kong Dollars to Korean Won because the
Korea branch has substantially increased its
trading activities of electronics components
primarily in the Korea market. Sales and
purchases conducted in the Korea market were
denominated and settled in Korean won.

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 2008, options were
exercised to subscribe for 1,782,000 ordinary shares of
$0.1 each in the Company at total consideration of
$2,306,000 of which $178,000 was credited into share
capital and the balance of $2,128,000 was credited into
the share premium account. $483,000 has been
transferred from the capital reserve to the share
premium account. At 30 June 2008, the outstanding share
options were:

Date granted Exercise period
i A 1THEH

ERBE-_ZTNER_TTLF
NAZT B ISR KR E R 2 B
JEHEEE -

iy RZFTFENE—F—B BREH
“’“—JEK'PEW‘DDEI;F\EEIHH
SHNEZEFINESED I
BEAZ —JE%ﬁﬁa’\"TZI}J
KaBTERARE - NERMS
T2 EEUEREERZE -

URAZN 2RO S

Z’S/D\ ﬁ IEF—??-&/\H‘F/\E'
?%ﬂmzﬁﬁﬂﬁ% FHE m ARREEE
ERPNBEAFAEHES (BEASEE
T"J’D\—JZ§$) B Rwh s AR AT R
AR B 2 BRE - SO BRESRE
FTEFHEARRBARRA T —REREE0.
TLZ BB ZAER

&i—? 7}\&/\)51 +E|.|J:/\1I)E] E
171 FERRAE LAGRAE1,782,0000% & A% I {H0.1
TTZARREBR - #R{ER2,306,000
JC  E R 178,00070 B AT ARRA - MEREE
2,128,0007C B &t AB& A% 5 (B FE © 483,000
EREAFEEBRERNDHEER - R=F
TNENBZTH - RITEERES -

Number

of options

outstanding

at 30 June

2008

Exercise R=-ZZTN\F
price RA=+HZ
TEE RITHEBEREHE

6 May 2004
—ETMFERAAR —ETREFRA—BE

—ZRAFHA=1+H

1 May 2005 to 30 April 2009

$1.666 1,000,000



15. CAPITAL COMMITMENTS OUTSTANDING NOT

15.  REFTXKRERPYRMBREARE

PROVIDED FOR IN THE INTERIM FINANCIAL Rz ERRIE
REPORT
At At
30 June 31 December
2008 2007
—EENF —EELF
NA=+H +=—A=+—8
$'000 $'000
Fr Tt
Investment in Foreign RINEEELEZ
Invested Commercial ®& (ffex)
Enterprise (note)
Contracted for BEI4 591 -
Authorised but not BEREERTLH
contracted for - 525
591 525
Note: On 5 December 2007, the directors of the sk : RZZTEF+-ARAB ' XA

Company has approved to establish a wholly
owned subsidiary in Shenzhen, the PRC, with total
investments of RMB500,000, to provide agency
services to the Company in the mainland China.
0On 21 May 2008, the Shenzhen local government
approved the establishment of the new
subsidiary.

16. MATERIAL RELATED PARTY TRANSACTIONS

(i)

Transactions with shareholder

During the six months ended 30 June 2008, the
Group entered into the following transactions
with Kwang Sung Electronics Co., Ltd. ("Kwang
Sung Korea"”), a major shareholder of the
Company:

BERYEETRRIKLI-—H2E
MEBERR  BREBEBRARY
500,0007T -~ £ B A3 12 (X 72
R - R_ZBENFREA=-+—
B ORI E BT HE A RS R

A -
16. EXHEALRS
(i) ERRETZRS
REBZE-TT)\FXA=+HLEX
AN REBEARBZEER

TR B KL ET (HREKE])
TLUTFRS :

Six months ended 30 June
BZEARA=THLEXEA

2008 2007

—EENE —TELF

$'000 $'000

Frx T

Sales of finished goods $H & BURK dn 3,746 5,043

Purchases of raw materials BB R - 112
Referral commission BN/ EAENEE

paid/payable 1,773 3,046
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16. MATERIAL RELATED PARTY TRANSACTIONS 16. EXHEALRS (&)
(Continued)

(i) Transactions with shareholder (i) HERRETZRS ()
(Continued)

At 30 June 2008, included in the following balance RZZZNFXA=+H"  T3%&
sheet captions are the amounts due from/(to) EAERZEBETeEREK (&
Kwang Sung Korea: BB E 2 RIE -
At At
30 June 31 December
2008 2007
—EEN\E —ZEEF
ANAB=t+H F=E ==
$'000 $'000
Fr T
Trade receivables B E SRR 1,449 1,390
Trade payables R E SRR - (14)
Accrued expenses and B R R
other payables H fth FE < 508 (596) (1,333)
The directors of the Company are of the opinion RRBIZEERE W LR HRE
that the above transactions were conducted in BER—REFKBEPRETHE
the ordinary course of business on normal PRBGETT »

commercial terms.

(iiy  Transactions with other related parties (i) HEEHMAEATETZIRS
(a) Key management personnel remuneration (a) FEEBABZME
Remuneration for key management FTEEBRAEMS (BEX
personnel, including amounts paid to the NFARBNEE 2S5 &
Company's directors, is as follows: T

Six months ended 30 June
BEAA=THLAMEA

2008 2007

—ZEENFE —TTLF

$'000 $'000

Fr T

Short-term employee benefits EEREREF 4,867 6,429
Post-employment benefits BB R 94 113
Equity compensation benefits R 7 4 B 48 7 - 27

4,961 6,569




16. MATERIAL RELATED PARTY TRANSACTIONS

(Continued)

(i) Transactions with other related parties
(Continued)

(b)

During the six months ended 30 June 2008,
the Group paid a consultancy fee to a close
family member of a major shareholder (also
a director of the Company) amounting to
$316,000 (2007: $337,000).

Loan to key management personnel

Name of borrower
fERA

Position
=41V

Terms of the loan

BRIER

— duration and repayment terms
— B R E R IEK

- loan amount

—EXR#

— interest rate

—Flx

— security

it

Balance of the loan

B

- at 1 January 2007

—-RZTZTLF—A—H

—at 31 December 2007 and 1 January 2008

-RZTTLFF+=A=+—8EK
T N\F—-H—H

- at 30 June 2008

—-RZZEZENFRA=TH

Maximum balance outstanding
KREBZ Zm iR

— during 2008

—RZEENF

- during 2007

—RZETLF

There was no amount due but unpaid, nor
any provision made against the loan at
30 June 2008 and 31 December 2007.

EXBEALRS (@)

HEHMEEATETZRS (B

(b) REBE=ZZ\F~A=1+
BIEREA - AEER—F
FERE(RARARES)
W— BRI NERB
316,000t (ZEZ L F ¢
337,0007T) °

© MEBEEASRMEN

Mr. Jo Jung Ho
ISR o £

General manager
RS

Repayable on demand
$424,000

424,0007T

Nil
=
None
3

AW

$424,000
424,0007T
$251,400

251,4007T
$225,300
225,3007T

$251,400
251,4007T
$424,000
424,0007T

R-ZZZNFRA=ZTAR
—EEAF+-A=+—H
I % B B BB R EE 2 K
I3 S (= DR
& o
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17.

CONTINGENT LIABILITIES

In February 2008, the HKIRD enquired the Company the
basis of its 50:50 offshore concession claims for the years
of assessment 2001/02 to 2006/07 in relation to the
Company's manufacturing activities carried out by
Shenzhen Kwang Sung and the third party processing
factory in the PRC, and issued an additional assessment
of $3,318,000 for the year of assessment 2001/02. The
Company lodged an objection against the additional
assessment in March 2008. The Company has yet to
receive further comments from the HKIRD for its
objection on the additional assessment.

Since the 50:50 offshore concession claims had been
agreed with the HKIRD in year of assessment 1999/2000
and the mode of operations has remained unchanged,
the Company is collecting information in response to the
enquiries raised by the HKIRD to substantiate its offshore
claims. Accordingly, the directors of the Company
consider it is premature to quantify or provide for any
additional tax liabilities in this regard.

Pursuant to a Deed of Indemnity dated 23 June 2003,
the additional tax liability in relation to the Company’s
operations prior to 23 June 2003 is indemnified by the
substantial shareholders upon the listing of the
Company’s shares on the Stock Exchange.

Should the Company be unable to provide sufficient
documentation information for the objection, the
Company would have to pay an additional Hong Kong
Profits Tax for the years of assessment 2001/02 to 2006/
07.

17.

HAREMR

R-ZZZNE_F  FERBREAARF
EHEERARFRRINKE RPE—
= MITREFETTHEE RS M —F
2 /BERTNXBLABRFER
HjSO SOBEFEFRER KL - YR —2F
T AP E I ERINT 3,318,000
T ARAIR=F J\i ﬁﬁé%%ﬁﬁ\\&
BiRRHRY - 2% ARRHRKEE
ﬁ%%ﬁ$@ﬂ&%ﬁﬂﬁﬁ%¢2ﬁ*
£BH o

Y5050 EF # R ER BN — ijLjL/:
ZERIHFEETERBEBAE -
ERADERTE ﬁﬁ(ﬁ’&?l&?ﬁ%?ﬁﬂ
BRELNERNREAMEN  AlF#
REREMHIZE - Fit - ARREERR
REF LUt 7 AT B RIS A E S
HERERBRRHE -

RIEAD RN B EHRAETZA
BRIZT=FA-T=ZHZBERSE

2% RZTT=F,A=+=ArEH
RRREEZ BIMNHBABERESEERR
ZBIE -

HARBARGERZRERFERAME
B AR EER-—TT— ToE-
TR/ ELEARFEINENEERNG
B o






