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Financial Highlights

Six months ended 30 June
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Financial Highlights

Six months ended 30 June HEXNA=THLXEA
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Six months ended 30 June

HERNA=THIER

18 A

Six months ended 30 June
HEAAZTHLEAER
2010 2009 % Changes
ZE-F% —ETAF EHH N
Results (HK$'000) & (TEL)
Turnover L 350,751 263,514 33.1
Gross profit EH 47,786 23,509 103.3
Profit (loss) before taxation &A% Fl (& 18) 7,139 (8,876) (180.4)
Profit (loss) for the period HAR & A (B518) 3,790 (8,820) (143.0)
Profit (loss) attributable to AN ATZEE A
owners of the Company FEE & T (B518) 4,025 (8,680) (146.4)
Interim dividend FEIRR S - - -
Per Share Data (HK cents) SRR &® (51l)
Basic earnings (loss) HAREF (E8) 1.24 (2.72) (145.6)
Diluted earnings (loss) BHEBR (BB 1.24 (2.72) (145.6)
Financial Ratio (%) BAH5 b 2 (%)
Gross profit margin ERE 13.62 8.92 52.7
Net profit (loss) margin FAE (&518) = 1.08 (3.35) (132.2)
At 30 June | At 31 December
2010 2009
Notes| WZIE—Ef RNZTTNEF % Changes
B zE ~"BEZ+B|t=-A=1+—H EHH N
Assets and BEHER
Liabilities (HK$'000) (F#&T)
Total assets BEE 581,756 494,799 176
Total liabilities waeE 221,834 140,220 58.2
Equity attributable to /NETE P DN
owners of the Company e RER 357,141 351,563 1.6
Per Share Data (HK dollars) & BR&#& (E)
Equity attributable to owners AR FEE A
of the Company JEfE R 1.10 1.09 09
Financial Ratio Bt &
Current ratio MEN L& 1 2.16 3.04 (28.9)
Quick ratio RENLL & 1.66 2.59 (35.9)
Gearing ratio BELE 3 0.38 0.28 35.7
Notes: BEE -

(1)
current liabilities.
(2)

Current ratio represents current assets divided by

Quick ratio represents current assets excluding

inventories divided by current liabilities.

(3)
assets.

Gearing ratio represents total liabilities divided by total

(1)

(2)

(3)

R EERDEERARBAGB 2L
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“

R RETRETREN RBEE
AT BIE (2t o
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Management Discussion and

Analysis

FINANCIAL REVIEW

For the six months ended 30 June 2010, the global
economy has been steadily recovering and the efforts of
Kwang Sung Electronics H.K. Co. Limited and its
subsidiaries (the “Group”) in research and development
of new products started bearing fruit. Accordingly, the
Group was able to deliver improved performance with
turnover increased by 33.1% to HK$350,751,000 against
the corresponding period last year.

Cost of sales for the six months ended 30 June 2010 was
HK$302,965,000, an increase of 26.2% compared to
HK$240,005,000 in the six months ended 30 June 2009,
which was in line with the increase in the turnover. Cost
of sales as a percentage of sales decreased from 91.1%
in the six months ended 30 June 2009 to 86.4% in the
six months ended 30 June 2010, primarily due to a change
in product mix and a significant drop in slow moving
inventory provision to turnover ratio which decreased from
2.7% in the six months ended 30 June 2009 to 0.4% in
the six months ended 30 June 2010.

As a result, gross profit margin climbed to 13.6% as
compared with 8.9% for the corresponding period last
year, and gross profit also rose to HK$47,786,000,
representing a growth of 103.3% as compared with
HK$23,509,000 in the corresponding period last year.

Other income increased by 81.2% from HK$1,912,000
in the six months ended 30 June 2009 to HK$3,465,000
in the six months ended 30 June 2010. The increase was
mainly attributable to an increase in fair value of
investment property of HK$840,000 and an increase in
rental income of HK$156,000.
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H 1F751E A /&302,965,000/8 7T + 1218
262%  REBIZEZZETNFA=T
A 1F751E A B &240,005,000/8 7t + 18
BHEEEE - - HERKMHER
WA LBEEZE-ZETNFAZ ‘f’
BHiENEARNIL1I% R EEHE
—Eﬁix‘_\ﬁ_‘f’ﬁt/_\ﬂﬂﬁﬁ
86.4%  TERZAREMEESEH R
WIHTERBEHEERNOLLERET
|Z¢(E‘3&j:—77jlﬂzl\ﬂ +E|JJ:/\
EAR27% FREHEZT—ZTF
A=+HIEREAR E’]O.4%)Fﬁ§& °

Bt - EFEEAZE13.6% - ZFRH
A1738.9% » EFII L7+ 247,786,000
BT #B18103.3% - EFRHEIA
23,509,000/ 7 °

EUAGIES1.2% » BREZE =
EAFANAZTHLEANEAN
1,912,000 TZERBEZE—ZTF N
A =-+H 175 B #93,465,0008 7T °
PIEMFEFZERHANRBENMELAAEE
# 51840,0007% T & 0 & W A 3% 1
156,000/ JLATER °
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Management Discussion and

Analysis

Total operating expenses were HK$44,298,000 in the six
months ended 30 June 2010, representing a 27.2%
increase from HK$34,836,000 in the corresponding period
last year. The increase was mainly attributable to an
increase in turnover and additional impairment loss on
doubtful debts of HK$1,708,000. When counted as a
percentage of the turnover, the total operating expenses
were 12.6%, a 0.6% decline compared with the
corresponding period in 2009.

In 2008, the Hong Kong Inland Revenue Department (the
“HKIRD") enquired Kwang Sung Electronics H.K. Co.
Limited (the “Company”) about the basis of its 50:50
offshore concession claims in relation to its manufacturing
activities carried out by Shenzhen Kwang Sung Electronics
Co., Ltd. (“Shenzhen Kwang Sung”) and a third party
processing factory in the People’s Republic of China (the
“PRC”) and the deductibility of lease rentals since year of
assessment 2001/02. The Company has lodged
objections, purchased tax reserve certificates of
HK$19,076,000 as demanded by the HKIRD and made
reasonable provision for the previously 50:50 offshore
concession claims and deduction of lease rentals.

As up to the date of these financial statements, the objections
have not been finalised. For the sake of prudence, the Group
has adopted a conservative approach to assume no offshore
concession claim in relation to its manufacturing activities
carried out by Shenzhen Kwang Sung and non-deduction of
lease rentals to calculate Hong Kong Profits Tax. As a result
of increased pre-tax profit, the Group recorded a Hong Kong
Profits Tax of HK$1,738,000 for the period under review.

Moreover, the PRC Corporate Income Tax also increased to
HK$1,267,000 for the period under review. Consequently,
overall tax expenses were HK$3,349,000 as compared to
the net reversal of income tax expenses of HK$56,000 for
the corresponding period in 2009.

BHE-_Z-ZFXA=+THIXER
B4 & B <2 4R 58 /44,298,000 7T
$E1827.2% - =4 FIHIRI/34,836,000
BT ° MBI B R BN E EEIE N
REESNRERREE1E 1,708,000/ 7T AT
B REFXEBREERNAIL
R12.6% R_ZBEAFRPTE
0.6% -

RZZENF  BERBRAKLEE
FEBARQR([ARE]) BEHER
HiEhE ARAME ([ E]) fRY
REEFERRB (FRIELE]) RE
=HTIRAETHEE RS REER
SHBHAEmS -T2 — ZE 5
FZUARER H50: 508 = #A R B2k 2 1Kk
B ARRERERY - BEERS
REKIE R %19,076,000/8 7T
5B 250:50 7 BEF R R B RKNEE
HEMBIELEEEE -

BEAPBHRRZTIEES  REYT
RERKER - REERRER - A&E
ERBURTHOE - RERRINEEPT
ETHEERDHUBBEFRRERK
FREEENGHEHEHEME S TN
B o ARBATE LM - MAKRER
EIEHAESE A TG 1,738,000/
T o

BE ROEMATBELEMSHIR
#E1,267,000/87C © FHt - BEEEHIA
52 /3,349,000 7T - —2ZNFMH
HAFR 1S T 5 SR TS R RY /356,00078
T o



Management Discussion and

Analysis

Taking into account the aforementioned, the Group has
turned around its business to report a profit after taxation
attributable to owners of the Company of HK$4,025,000 for
the six months ended 30 June 2010. This is in contrast with
a loss after taxation attributable to owners of the Company of
HK$8,680,000 recorded for the corresponding period last
year. Basic earnings per share were HK1.24 cents (six
months ended 30 June 2009: basic loss per share was
HK2.72 cents).

Liquidity, Financial Resources and Capital
Structure

The Group generally finances its operation with internal
generated cash flows and banking facilities provided by
its principal bankers in Hong Kong and Korea.

During the period under review, current ratio, being the
ratio of current assets to current liabilities, decreased from
3.04 as at 31 December 2009 to 2.16 as at 30 June 2010,
while gearing ratio, in terms of total liabilities to total assets
increased from 0.28 as at 31 December 2009 to 0.38 as
at 30 June 2010. The decrease in current ratio and the
increase in gearing ratio were mainly due to increased
bank borrowing to enhance our working capital.

As at 30 June 2010, the bank borrowing was
HK$28,513,000. With the cash and cash equivalents of
HK$126,216,000 and the banking facilities of
HK$115,131,000, the Group is confident to meet its
current and future operational and capital expenditure
requirements.

Foreign Exchange Exposure, Hedging and Off
Balance Sheet Financial Instruments

The Group has been focusing on its own core business
and follows a prudent financial policy. It has never invested
in any highly leveraged or speculative derivative products.
In this respect, the Group continued to adopt a
conservative approach to financial risk management.

AEEFEERRRQA
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KR EPMEE  AEECHEBEE
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The Group is exposed to foreign currency risks, mainly
due to its sales and purchases which are denominated in
United States Dollars (“USD”), Japanese Yen (“JPY"),
Renminbi (“RMB”) and Korean Won (“KRW”) and
operating expenses paid in KRW by its Korean operation.

As the Hong Kong Dollars (“HKD”) is pegged to the USD
and the RMB is being adjusted within the daily fluctuation
by a managed floating exchange rate policy with reference
to a basket of currencies, the Group does not expect any
significant fluctuation in the exchange rates of the HKD/
USD and RMB/USD. In light of any short term imbalance,
the Group also takes action to deal with foreign currencies
at current exchange rates where necessary, to ensure that
the net exposure to other currencies such as JPY and
KRW is maintained at an acceptable level.

Investment Activities

On 14 May 2010, the Group entered into an agreement
with an independent third party to acquire a parcel of land
in Korea at a consideration of KRW7,500,000,000
(approximately HK$48,038,000). The land would be used
to construct a complex building for its research and
development, manufacturing, sales and administrative
offices’ use.

As at 30 June 2010, the Group has paid KRW3,406,350,000
(approximately HK$21,818,000) as deposit for the
acquisition. As the acquisition was not completed by end
of interim reporting period, the amount was recorded as
“deposits for purchase of property, plant and equipment”.
In July 2010, the Group has settled the remaining balance
and completed the acquisition.

Other than the above, the Group did not make any material
acquisition or disposal of any of its subsidiaries or
associated company during the period under review.

FTEHRAEEZIHERFEBUE
7T AR AREREEE - mA
EECERERKAUEESHEER
¥ AEERARMmMAZINERK o

ERE TSI - MARBRIA
BEBRZIPEXHE EERZE
BREAANSE —&FE¥ETH
B AKEEMBTLETNEERR
ARBHETHEX TG HREMNE
KRB - REBTFERIIE N - EL
ZNBER TRENBEXEFINE - A
FHEMEEZ T E - RIS
PENEESEMEE ZFEBRER
RAEZHKF -

REEY

RZF-—ZFRAA+MA - ARER
—BUFE=ZFEILBE UKE
7,500,000,000% [& (#)48,038,0007&

70) WHE — R (I X R R A0 b 4R o X3 IR
HANRER—EBRAE  HETFRR

- AE HERTHREERR

SAN

R o

R-Z—TFA=+H" KAEHEP
TURESE E 1A Y 1% 4 3,406,350,0008%
(#4921,818,000/ L) - RIS
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ﬁ%ﬁ%ﬁ%%*%% w2
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Charges on Assets

As at 30 June 2010, the banking facilities of
HK$115,131,000 were secured by the Company’s land
and buildings with an aggregate carrying value of
HK$19,356,000.

Contingent Liabilities

The Group did not have any significant contingent liabilities
as at 30 June 2010.

Capital Commitments

As at 30 June 2010, the Group had total capital
commitments in respect of acquisition of property, plant
and equipment of HK$29,499,000.

Employees and Remuneration Policy

As at 30 June 2010, the Group had about 1,422
employees, including 28 based in Hong Kong, 1,303 in
the PRC, and 91 in Korea.

For the six months ended 30 June 2010, staff costs
increased by 15.3% from HK$36,957,000 for the
corresponding period last year to HK$42,601,000.

Employee remuneration is determined in accordance with
prevailing industry practice and employees’ performance
and experience. Discretionary bonuses are awarded to
employees with outstanding performance with regard to
the Group’s overall audited results. Employees are also
entitled to other staff benefits including medical insurance
and mandatory provident fund.

ERFELHRAA
—E-FEHES

& ERAE
R—ZZE—-—ZFTFXNA=Z+H
115,131,000/ 7L 2 SR7 TR EE8 A
RN B 48 BR E B {E 519,356,000/ 7T
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BUSINESS REVIEW
Composite Components Business

For the six months ended 30 June 2010, the composite
components business, the Group’s major revenue source,
accounted for 57.0% of the total turnover of the Group. It
represented 72.9% of the total turnover for the corresponding
period in 2009. This change in the business mix was
attributed to the relative outstanding performance in unit
electronic components during the review period. Turnover
from the segment amounted to HK$199,909,000, however,
still an increase of 4.1% as compared with HK$192,021,000
for the corresponding period last year. It is mainly driven by
fast recovery of the market demand for the tuner modules
for car audio systems and a new product launch of FM
transmitters for LCD and LED televisions, which was put into
mass production in the review period.

Driven by the global economic recovery, sales of tuner
modules for car audio systems increased by 12.0% to
HK$48,936,000, accounting for 24.5% of the total
turnover from the composite components business. Sales
of the Group’s wireless solutions including digital wireless
audios remained solid, amounting to HK$52,864,000 (six
months ended 30 June 2009: HK$33,754,000) and
representing 26.4% of the Group’s total turnover from the
composite components business.

The home audios market, on the other hand, was adversely
affected by the fast-changing industry developments in
the functions of mobile phones, especially smartphones,
personal/notebook computers, and television reception
both at home and remote. The turnover of tuner modules
for home audios declined by 20.0% to HK$71,828,000
(six months ended 30 June 2009: HK$89,833,000),
representing 35.9% of the total turnover from the
composite components business. To keep abreast of the
market trend, the Group redeployed its resources in
research and development of products that can innovate
features and enhance functions of the existing products
in order to meet requirement for consumer electronic
products such as smartphones and televisions.

¥ EE
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During the period under review, the sales of tuner modules
for digital multimedia broadcasting (“DMB”) and digital audio
broadcasting (“DAB”) of the Group dropped by 49.6% to
HK$4,350,000 compared with the corresponding period last
year. The drop in sales was primarily due to the combined
effects of the rapid change in digital technology and different
standards in DAB for various countries which create obstacles
in developing and marketing the general and standardised
digital products of the Group. To cope with these challenges,
the Group has launched a turnkey printed circuit board based
solution, the world’s first solution for DAB/DAB+/DMB-A in a
digital pocket radio, in May. It has been successfully field-
tested in the United Kingdom, Sweden and France as well
as Australia with delivery to renowned retailers in the United
Kingdom and Australia already underway. The Group has
plans to actively market this product in the second half of
the year and is confident that it can become one of the
Group’s future growth drivers in the long run.

Designed to remove the hassle of handling multiple
connecting wires in homes, offices or in automobiles, the
Group has actively marketed an innovative flat flexible
cable product, WireTape™, during the period under review.
The Group has been actively building its distribution
channels all over the world for this product and is
progressing well. The Group expects to generate initial
sales to several customers in Europe in 2010 and to
normalise its sales in 2012.

In addition, the sales of tuner modules for hybrid digital
radios (“HD Radio”) amounted to HK$5,514,000,
representing an increase of 53.5% compared with the
corresponding period last year. Leveraging our strong
business relationships, the Group has been working with
manufacturers in Japan to explore more innovative
applications.
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Unit Electronic Components Business

For the six months ended 30 June 2010, the Group
achieved outstanding results in the unit electronic
components business contributed by organic growth from
the existing products of coils and traditional transformers
as well as a new product, planar transformer. Turnover
from the unit electronic components business reached
HK$150,842,000, representing an increase of 111.0%
compared with HK$71,493,000 for the corresponding
period last year. The Group has successfully launched and
put into mass production its unique and innovative
products, including the planar transformer, which have
been well-received by the market. The Group is the first
company in the world to put the planar transformer into
mass production. Although their contribution to date is
still small, the Group sees good potential for these products
which are expected to be new growth drivers for the Group
in the near future.

PROSPECTS

Today, there is a growing demand for electronic devices
that combine high functionality with high performance but
in a smaller size in nearly every consumer market. This
trend poses both challenges and opportunities for the
electronic components industry. The Group is meeting
these challenges with innovative technologies which help
successfully differentiate itself from other competitors.
Looking forward, the Group intends to continue actively
developing and marketing new products to serve the
changing needs of the market and some of the new
products recently launched have been well received by
the market. Driven by these new products and in view of
its strong orders on hand, the Group is confident of
achieving satisfactory performance for the year of 2010.
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As the development trend of the television market is
towards flatter and lighter television sets, the Group’s newly
developed planar transformers and FM transmitters for
LCD and LED televisions are expected to continue gaining
in popularity and become important growth drivers of the
Group in the near future, given the Group’s first mover
advantage. Besides, the Group will devote more efforts in
marketing its recently launched products, highlighted by
the printed circuit board solution for smartphone docking
systems and its turnkey solution for DAB/DAB+/DMB-A
digital pocket radios, to grasp the growth opportunities.

In addition, the Group has recently developed a General
Radio Receiver (“GRR”) in its own physical interface and
protocol standards, which can receive and decode AM
and FM as well as DAB/DAB+/DMB-A signals in a wide
range of radio receivers including but not limited to HD
Radio, Internet radio, and digital microphone. The Group
has applied for patents and trademark, and plans to target
this new product at home and car audio market in 2011.
This unique product can stand out in the market with its
broad application characteristics, thus it is expected to
be well received by manufacturers and consumers.

In the automotive electronic components sector, the Group
has applied for patents and trademark for its “Antuna”,
the integrated analog and digital tuner module with
antenna for car audio systems. The Group plans to start
supplying this new product in 2011, initially to Korean
automobile manufacturers for the PRC and India markets,
where many locations are not favourable for radio signal
reception.

KEWFEEEMAT
—E-IERERS

RERMENER - E¥@E - EEM
BERETIRBHMB - AEEHFHZE
FAFALCD X LEDEE AR 1Y 1 I & R 2 1%
FME@ERTRAT S EEE N - WKAX
SETARKNEZERS S - AR
SEHEREEEE - 1O AEES
AR D EH I L e E R CERR
75 BEE A L F R W B 2 BE AR
fRR7T % - AN EA N DAB/DAB+/
DMB-AHS 2 W S ) 2 E MR TS
=) LEERESE -

AN REBGAME L —BERS
LAYDIR N T Kt AR R B A B ARE
EUEs (TGRRY) - AR Z W EHR
X BRETCENOES ABIBKES
¥ EMBKSHEEIGERR - A
LA WA Z S AMAIFM A &2 DAB/
DAB+/DMB-AfE5f » AEBE RZE
MR EN R WA R —F—
—ERNRARAEZETISHELZN
Em e WERBRNEREHEERLRE
e ERFEED S ERAMmS
BB REMG RS RIERMEEE
M -

EAEETFHIE  AEEERHE
[Antuna] CERR /TR S E R4 - BE
RARH) SR L M B 8 2s 48 40) R
BEMEER - REEAER T —
—ER% - IR T ERTET
B RENEM S (T ERE KRS
B TEERE) W TR RLER o

15



16

Kwang Sung Electronics H.K. Co. Limited
Interim Report 2010

To strengthen the Group’s research and development,
manufacturing, and sales and marketing as well as overall
administration to better expedite the Group’s future
business growth, the Group has completed acquisition of
a parcel of land in Korea in July 2010 to construct a new
facility. The land, which covers approximately 2,481
square metres, is located in Sanbon-dong, Gunpo-si,
Gyeonggi-do, Korea. Construction of the new facility is
planned to start in September 2010 and be completed in
the first half of 2011. Upon completion of the new facility,
the Group expects to have a new business platform where
it plans to strengthen its market position including but
not limited to business foundation, market
competitiveness, and business goodwill in Korea market.

Apart from continuous effort in research and development
and actively launching new products, the Group intends
to continue efforts to enhance operational efficiency. The
Group is implementing an Enterprise Resources Planning
(ERP) system project and plans to have it in place in the
second half of 2010. The ERP system is designed to
improve its business processes including research and
development, procurement, production, inventory control,
sales, cost control, and financial management, with the
benefits of enabling more effective business and
management decisions and more efficient administrative
and operating procedures.

INVESTOR RELATIONS

The Group values its relationship with investors and is
committed to maintaining transparency of its management
philosophy, operational performance and strategic
development plans. The management communicates
continually with analysts and institutional investors and
provides them with up-to-date and comprehensive
information regarding the Company’s development. The
Company practices timely dissemination of information
and makes sure its website (www.kse.com.hk) contains
the most current information, including annual reports,
interim reports, announcements, monthly returns and
press releases, and is updated in a timely manner to
ensure transparency.
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CORPORATE SOCIAL RESPONSIBILITY

As a caring corporation, the Group has been active in
fulfilling its social responsibilities to the interest of all
stakeholders and the society. The Group’s corporate social
responsibility efforts fall into the following three categories:

1. Marketplace

In the interest of shareholders, the Group has
worked by the business objectives of contributing
to the sustainable development of the electronics
industry and improving consumer electronics to
heighten efficiency and deliver the best user
experience. To these ends, the Group invests
substantially in research and development and
internal quality control to ensure the continuous
delivery of quality and reliable products to
customers. The Company complies with the
requirements of (1) ISO/TS 16949:2002 on design
and manufacture of Car Tuner and (2) ISO
9001:2000 on production and servicing of electronic
products, namely transformers, intermediate
frequency transformers, antennas, filters, coils, coil
inductors, electrical meters, dielectric filters, tuners,
tuner modules, wireless modules, switching mode
power supplies, digital tuner modules for DAB and
digital amplifiers. From time to time, the Group
received customers’ performance certificates that
signify recognition of the Group’s efforts and
appreciation of the Group’s products.

The Company recognises the need and the benefits
of cooperation between the industry and universities.
It hopes to ride on the resources of universities and
certain graduate schools to customise trainings that
can help develop the business and management
expertise of its people for competing globally. In
return, the Company provides consultancy services,
financial aid and internships to students of the
universities.
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Employee Health and Welfare

Caring about the health and work safety of its staff,
the Group has appropriate safety systems and
measures in place to minimise staff exposure to
potentially hazardous materials or adverse work
conditions. As an equal opportunity employer, the
Group strives to provide a fair work environment to
employees and does not tolerate any form of
harassment or discrimination in respect of
employment and occupation. To retain the best
talents, the Group ensures its employee
remuneration packages are competitive and that
rewards are linked with performance excellence.

The Group also encourages employees to take
external job related courses and sponsors such
initiatives when appropriate. As a part of the job
orientation, all new employees are required to take
programs on topics including internal control and
information protection, ISO and quality management
system.

It also arranges regular health checks for all
employees to ensure their health and therefore their
productivity at work. In case of sickness, employees
are protected by comprehensive group medical
insurance policies. Retirement and comprehensive
pension funds are also provided to employees in
accordance to relevant legislations.
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Management Discussion and

Analysis

Environment and Community

The Company complies with the requirements of
ISO 14001:2004 on environmental management
systems.

The Group also continues to make sure that its
products comply with 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 (“RoHS”) for manufacturing activities.
All products manufactured by the Group are lead-
free and RoHS compliant.

The Group also encourages employees to save
energy and resources. To cut down on paper
consumption, it encourages double-sided printing
and printing when necessary only. It also relays
energy saving tips to staff members through a daily
learning program. During the period under review,
the Company also made donations to charities to
help the needy.
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Disclosure of Interests

Directors’ and Chief Executive’s Interests and
Short Positions

As at 30 June 2010, 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
(“SFQ")) 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:

Interests in Issued Shares of the Company

K
EERTHARZIBERRA

REIZ-—FFRA=+H  BREES
KB GRHIFEIL2FA T RENERL
TMers: - SiRIE L AR ERETE
HR HHIREST R (TR 2T A A
REIREEMERXSMBR AR ([E
RFFDERZ R - AARERES
R AT BRI AR B AT E AR B

(EERBHRHERGIEXVELD 2
fetn ~ RO RESTES 2R
FRR (RBIATHEESD T

FRRBRITHRMES

Ordinary shares of HK$0.1 each

SREE.IBTZEER

Interest of Total % of

Beneficial controlled number of total

owner corporation shares held issued shares

Name of director B ZEHEE BEz HEETERM

EEnA 2 E=DN Z W Bz 7 42 88 BEM

Mr. Yang Jai Sung 114,582,000 59,500,000 174,082,000 53.75%
REERSLE (note 1)
(BF5E 1)

Note: BI5E -

(1) 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.

Save as disclosed above, as at 30 June 2010, 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 (the
“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 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.

No option lapsed and no option was granted, exercised or
cancelled during the period; nor was there any option
outstanding under the Scheme at the beginning and at
the end of the review period.

Substantial Shareholders’ and other
Persons’ Interests and Short Positions
in Shares and Underlying Shares

As at 30 June 2010, the following persons (other than the
directors or chief executive of the Company) had interests
or short positions in 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
SREE.IBTZEER

No. of ordinary

% of the issued

shares held Nature of share capital

Substantial shareholders BEZ interest/Capacity LB ETRS

TERE LTEBRHA EHEED B HmES

Madam Kang Mi Young (note 1) 174,082,000 Interest of spouse b3.75%
xR+ (KD Bl f8 2 #Ea

Kwang Sung Electronics Co., Ltd. 59,500,000 Beneficial owner 18.37%
KRS REE EREAA

Mr. Kent C. McCarthy 32,324,000 Interest of controlled 9.98%
(“Mr. McCarthy”) (note 2) corporations
([McCarthye 4 |) (Fff3E2) S
EE s

Jayhawk Private Equity Fund II, LP 28,112,000 Beneficial owner/ 8.68%

(“Jayhawk PEF”)
(TJayhawk PEF])

Investment manager

EREAAN
REKE
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Notes:

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

(2) Mr. McCarthy was deemed or taken to be interested in these
ordinary shares through his indirect 100% control in Jayhawk
PEF and another trust. These interests were partly duplicated
by those beneficially owned by Jayhawk PEF.

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
Interim Dividend

The Board of Directors does not recommend the payment
of an interim dividend for the six months ended 30 June
2010 (six months ended 30 June 2009: nil).

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 in Appendix 14
of the Listing Rules throughout the six months ended
30 June 2010.

Model Code for Securities Transactions by
Directors

The Company, having made specific enquiries, confirms
that during the six months ended 30 June 2010, all
directors complied with the Model Code set out in
Appendix 10 to the Listing Rules. 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.
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Purchase, Sale or Redemption of the
Company'’s Listed Securities

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the six months ended 30 June 2010.

Review of Accounts

The Audit Committee of the Company 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
2010.

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 will be available at the said websites and despatched
to shareholders of the Company in this mid-September.

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

Hong Kong, 28 August 2010
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SHINEWING (HK) CPA Limited
43/F., The Lee Gardens

33 Hysan Avenue

Causeway Bay, Hong Kong

feikpia

Shzne‘ZOzng

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 information set out
on pages 26 to 64, which comprises the condensed
consolidated statement of financial position of Kwang Sung
Electronics H.K. Co. Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) as of
30 June 2010 and the related condensed consolidated
income statement, statement of comprehensive income,
statement of changes in equity and statement of cash flows
for the six-month period then ended and certain explanatory
notes. The Main Board Listing Rules governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial
information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” (“HKAS 34") issued by the Hong Kong
Institute of Certified Public Accountants. The directors of
the Company are responsible for the preparation and
presentation of this interim financial information in
accordance with HKAS 34. Our responsibility is to express
a conclusion on this interim financial information based on
our review, 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 interim
financial information 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
information is not prepared, in all material respects, in
accordance with HKAS 34.

SHINEWING (HK) CPA LIMITED
Certified Public Accountants

Chan Wing Kit

Practising certificate number: P03224

Hong Kong
28 August 2010
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For the six months ended 30 June 2010

B2F—

ZERA=ZTHIERER

Six months ended 30 June
BEANA=Z+HLAEAR

2010 2009
—E-FF —EENF
Notes HK$'000 HK$'000
B 5 FHT FHET
(Unaudited) (Unaudited)
(REBEZ) (CREFEZ)
Turnover EEH 3 350,751 263,514
Cost of sales SHE R (302,965) (240,005)
Gross profit EF 47,786 23,509
Other income HabUg A 3,465 1,912
Fair value change on EeRBaEZ
derivative financial liabilities 2 # B{E & &) 246 539
Selling and distribution HERDHEAY
expenses (10,019) (9,223)
Administrative expenses THREX (11,348) (7,885)
Research and development A
expenses (18,507) (14,998)
Other operating expenses Hiheafx (4,424) (2,730)
Finance costs B & R A (60) -
Profit (loss) before taxation  F& % &iia 7 (B518) 5 7,139 (8,876)
Taxation T8 6 (3,349) 56
Profit (loss) for the period HEEF (EE) 3,790 (8,820)
Profit (loss) for the period ELEAEEF (BR) -
attributable to:
Owners of the Company ViN/NEIEZ PN 4,025 (8,680)
Non-controlling interests PR M 2 (235) (140)
3,790 (8,820)
HK cents HK cents
Earnings (loss) per share EREMN (BHE) 8 AL L
— Basic and diluted - BEARREE 1.24 (2.72)




Condensed Consolidated Statement

of Comprehensive Income

For the six months ended 30 June 2010

AEEFEERRRQA

—E-ZERHKE

ERGEZHERER

Six months ended 30 June
BEAA=+HLEAHEA

2010 2009
—E-FF ZTENF
HK$’000 HK$'000
THERT FET
(Unaudited) (Unaudited)
(REEZ) (RigE=%)
Profit (loss) for the period HEEF (B8) 3,790 (8,820)
Exchange differences arising ~ F 28 4h i 2 7 M
on translation of foreign EEXCZERZER -
operations, representing other BN H {th & & B 5%
comprehensive expenses 1,553 (1,211)
Total comprehensive income  Hif 2 m Yz ()
(expenses) for the period FEk) 5,343 (10,031)
Total comprehensive ELAE2E
income (expenses) for Yz (%) 4%
the period attributable to:
Owners of the Company FiN/NEIEF DN 5,578 (9,891)
Non-controlling interests FEPE AR R 2 (235) (140)
5,343 (10,031)
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Condensed Consolidated Statement

of Financial Position

As at 30 June 2010

B AR & B B AR R 3R

At At
30 June 31 December
2010 2009
—E-FF —ZEENF
~NA=Z+HB | +tZA=+—H
Notes HK$’000 HK$'000
BT T FHET
(Unaudited) (Audited)
(REBEZ) (B
Non-current assets EREBEE
Property, plant and equipment #7% - B2 LEME 9 75,479 71,301
Investment property HEME 10 4,940 4,100
Goodwill GES 5,857 5,857
Intangible assets EREE 17,672 18,532
Club memberships TR 600 673
Investments in equity securities X ANZE £ E 11 - -
Deposits for purchase of BEME  HER
property, plant and Baidisn
equipment 12 22,751 4,245
127,299 104,708
Current assets REBEE
Inventories &8 106,510 57,100
Trade and other receivables  EWE 5 K EMEER 13 211,401 143,013
Amounts due from shareholders J& U i% 5 Zx T8 10,330 10,592
Cash and cash equivalents BeRReEEY 126,216 179,386
454,457 390,091
Current liabilities nBaRK
Trade and other payables ENE S NEMER 14 139,619 85,537
Bank borrowing RITEE
— due within one year — AR —FANEE 15 28,486 111
Tax payables FEH IR 41,896 42,712
210,001 128,360




Condensed Consolidated Statement
of Financial Position (Continued)

KEEFEEERAT
—T-EEAHHE

& B 4R & B A AR 3R

As at 30 June 2010 R-ZZE—ZFFXA=1+H
At At
30 June 31 December
2010 2009
—E-Ff —EENF
~NA=+H | t+t=ZA=+—H
Notes HK$’000 HK$'000
ihg=2 FHET FET
(Unaudited) (Audited)
(REBEEZ) (FEE%)
Net current assets REEEFE 244,456 261,731
Total assets less BEMBER
current liabilities bk =R 371,755 366,439
Non-current liabilities ERBERE
Bank borrowing RITIEE
— due after one year — AR —F1&ERE 15 27 83
Derivative financial liabilities T4 4 /B & 16 7,145 7,391
Deferred tax liabilities REHIEEE 4,661 4,386
11,833 11,860
Net assets EEFE 359,922 354,579
Capital and reserves BEAXRRKE
Share capital & A 17 32,390 32,390
Reserves 1 324,751 319,173
Equity attributable to owners A2 FHEEA
of the Company FE {2 357,141 351,563
Non-controlling interests JEVE IR = 2,781 3,016
Total equity SRR 359,922 354,579
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Condensed Consolidated Statement EHSEEZEHR

of Changes in Equity

For the six months ended 30 June 2010 HE-_Z—-ZFA=1+HLREA

Attributable to owners of the Company

KARREARE
Properties Non-
Share Share  Capital Other Contribution revaluation ~ Statutory  Exchange  Retained controlling Total
capital  premium  reseve  reserve  resee  reseve  resene  resene  profits Total interests equity
LE

B BHEE HARE  HREE LREE EREE  MeER EREE  REM g FEREE  BEEE
HKS000  HKS00D  HKSOO0 ~ HKSO00  HKS00D  HKSOO0  HKSO00  HKSOOD  HKSO00  HKS000  HKSOO0  HKS000
TR TRn  TET  TEn  TEn  TEr  TEn  TEr e TEn TR TER

Forthe six months HEZZEAE

ended ~AZTHL

30 June 2009 ~ER

At 1 January 2009 WoEENE

(audited) -f-R(#2H) 35 B 604 - - 100 743 (25193) 218739 309145 - 3914

Saresissued acconding~ REFEEF 2
foa patent ranster figfikh

agreement 854 2,645 - - - - - - - 3499 - 3499
lapseof share options BRI - - - - - - - 604 - - -
Aequiston of K- BHEAT

a subsidiary - - - - - - - - - - 3025 300
Total comprehensive SMRERLLE

expenses for

e period - - - - - - - (Lan @8 9891 (1400 (10031)
At 30 June 2009 RIESNE

(unaudited) ~A=tH

(*E%H) 230 58,566 - - - 100 7493 (26404) 20663 352753 288 35638

For the six months HEZ3-3%

ended ~AZTHL

30 June 2010 ~ER

A1 January 2010 n5-%%

(audited) -A-R(EEH) 230 58,566 - 301 9946 18386 843 (19088) 242628 351563 3016 3545719

Total comprehensive BR2E
income (expenses) Wit (%) 68

for the period - - - - - - - 1553 402 5478 (23) 533
At 30 June 2010 RZ%-3F
(unaudited) ~A=tH

(*E5H) 230 58,566 - 301 9946 18386 843 (1753) 246683 357,141 2081 3992
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Condensed Consolidated Statement
of Cash Flows

For the six months ended 30 June 2010

AEEFEERRRQA

—T-EEAHHE

FHFERERER

Six months ended 30 June
BEANA=+HILEAEA

2010 2009
—E—-FF —EENF
HK$'000 HK$'000
FHT FET
(Unaudited) (Unaudited)
(RIEER) (REEE=Z)
Net cash (used in) from WEEE (TR B2
operating activities R H5E (52,649) 14,778
Net cash used in WEEHMAZ
investing activities e F58 (28,118) (17,556)
Net cash from (used in) REEE AT (FTA) 2
financing activities e F58 28,318 (25)
Net decrease in cash and ReRRESFEBY
cash equivalents DR RE (52,449) (2,803)
Effect of foreign exchange EXxEgHH 8
rate changes (721) (837)
Cash and cash equivalents R—A—HZBE&X&
at 1 January HEEEY 179,386 135,553
Cash and cash equivalents RANAZTBEZERER
at 30 June REEEY 126,216 131,913

31



32

Kwang Sung Electronics H.K. Co. Limited
Interim Report 2010

BASIS OF PREPARATION

The condensed consolidated interim financial
information has been prepared in accordance with
the applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) and with Hong Kong Accounting
Standard (“HKAS") 34, “Interim Financial
Reporting”, issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA").

SIGNIFICANT ACCOUNTING
POLICIES

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

The accounting policies used in the condensed
consolidated financial information are consistent
with those followed in the preparation of the Group’s
annual financial statements for the year ended
31 December 2009 except as described below.

In the current period, the Group has applied, for
the first time, the following new and revised
standards, amendments and interpretations (“new
and revised HKFRSs”) issued by the HKICPA.

R A
AURGRE BRI BERDR
BEBMARSHAARDAE
% EmARA ([ EmRAL) M
16PEA 2 HERERY - I
BMTEERHAGEMDY
BB GFHERIE 345 (R A
|E) ZHE ©

FEEFBUR

ARG T RUBEER TR
BERAELERE  HEETY
EReBMTARAA(EBEFE
BRON o

BT XAt - AR BB
BERRAZEFBRERE
ERENBE_ZENFT A
=t BLEFEZFENBER
RESMRME - -

EAHRA  NEEERFER
T HEEGAMAGEMZ
AT RASMERTER - BFT R
B (e R eI a ey
BmEED]) o



SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

HKFRSs (Amendments)

HKFRSs (Amendments)

HKAS 27 (Revised)

HKAS 39 (Amendment)

HKFRS 1 (Revised)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

K (IFRIC) - INT 17

Amendment to HKFRS 5 as
part of Improvements to
HKFRSs 2008

Improvements to HKFRSs
2009

Consolidated and Separate
Financial Statements
Eligible Hedged Items

First-time Adoption of HKFRSs

Additional Exemptions for
First-time Adopters

Group Cash-settled Share-
based Payment
Transactions

Business Combinations

Distributions of Non-cash
Assets to Owners

EETEEARRQA
“E-ZEPHRE

FEEFHER @

BEMBRELERN HESUERS
CHES) KB E55 M
E3T  tERR
“EEN\FY
BEUBRS
Y B ) i A
_fZB/\
EEUBREEN RZTTNEY
CHES) BEUBRS
A Bl it
BEGTER GARBITE
E27% (W) BWE
BEGITER BERHENIER
E39% (53T A)
BEMBRELERN HRERES
E1% (&) BT B
BEMBRELEN HAEHER
E1% (BT F) BINRRR
BEMBRELRN SEHGLE
E2% (BETX) AP ERET 2R
BEMBRELER EHAH
E3% (&)
55 (ABRVERS WEBADK
REZEY) FREEE
- REEUR

The Group applied HKFRS 3 (Revised) Business
Combinations prospectively to business
combinations for which the acquisition date is on
or after 1 January 2010. The requirements in HKAS
27 (Revised) Consolidated and Separate Financial
Statements in relation to accounting for changes in
ownership interests in a subsidiary after control is
obtained and for loss of control of a subsidiary are
also applied prospectively by the Group on or after
1 January 2010.

AEERRBARA-_FT—F
F-A—RARZBRZEBAGH
AT EPHEAEEYBRE
ERIEIW (KR [XHA
Bf) - BRGFHERE 275 (K
ER]) [4R 6 KRB M BHRER] A
FAM B AR P A E ) (REL
BHREZLME R R Z 2
B ZEFEEZRE - AEE
R -_Z—ZF A —H%
ZENTEPHER -
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SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

As there was no transaction during the current
interim period in which HKFRS 3 (Revised) and
HKAS 27 (Revised) are applicable, the applications
of HKFRS 3 (Revised), HKAS 27 (Revised) and the
consequential amendments to other HKFRSs had
no effect on the consolidated financial statements
of the Group for the current or prior accounting
periods.

Results of the Group in future periods may be
affected by future transactions for which HKFRS 3
(Revised), HKAS 27 (Revised) and the
consequential amendments to the other HKFRSs
are applicable.

The application of the other new and revised
HKFRSs had no effect on the consolidated financial
statements of the Group for the current or prior
accounting periods.

The Group has not early adopted the following new
or revised standards, amendments or interpretations
that have been issued but are not yet effective.

FESTHR @

mMREARTHSRAY EER
REE Y5 HE R FE 35 (B
Ba]) RE B EFEAE275
(BEF 2RP  BREAM
BE ERFE3N (KD - &
BEAERE275R (KERD Rk
HBRBMBREEL ZHEE
EETHAKE B M BEE
iR 2 B M I MR |AEAK

=2
rE e

R BIR R A 2 AR T BE

ARERRNE BT REE]
SB35 (RIEF]) ~ BAEGFTER
275 (RIER]) REMEFEY
B ELER 2 HEEFT ZRK

RHMXENTE -

EREMIE] REETREY
B ELERNEANEE B A8
e HEAZEAMBHRRL
BREKTE -

REBEWEREFRMATER
e R R AR F T SR E T
R BET AR -



Notes to the Condensed Consolidated
Financial Statements

2. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

HKFRSs (Amendments)  Improvements to HKFRSs
2010!

HKAS 24 (Revised) Related Party Disclosures?
HKAS 32 (Amendment)  Classification of Rights Issue?
HKFRS 1 (Amendment)  Limited Exemption from
Comparative HKFRS 7
Disclosures for
First-time Adopters®

HKFRS 9 Financial Instruments®

HK (IFRIC) - INT 14 Prepayments of a Minimum
(Amendment) Funding Requirement

HK (IFRIC) - INT 19 Extinguishing Financial
Liabilities with Equity
Instruments?

! Effective for annual periods beginning on or after
1 July 2010 and 1 January 2011, as appropriate.

2 Effective for annual periods beginning on or after
1 February 2010.

3 Effective for annual periods beginning on or after
1 July 2010.

4 Effective for annual periods beginning on or after
1 January 2011.

5 Effective for annual periods beginning on or after

1 January 2013.

KEEFEEERAT
—T-EEAHHE

B AR & Bt S ER R M A

FEEFHER @
EENBREEN WN-E-TEY
(B3TK) RN BRE
BB !
EEe Ll T
H04%; (18 {53T)
gLl #7588
£32% (BT A)

BREMBREEN HEARWEER

F15 (BT F) BLBIEER
B RS ER
FTRBES
ANBR# R

BAMBRSEREL 2RIA

F95

B (ERPBERSE SERERKZ

2EZE9) IR

—2BE14%

CHEY

BEERMER URATRER

EREZ89) TRAE

—2BE19%

! RZZE—ZEFLA-AR=Z
——F—A—B@WaE) sk
LAERSR 2 FEEIRM AR -

2 R-T—ZTF-F— A%
Fbs 2 FIE BRI A -

3 RZT—FTFLA—ALUE
Fas 2 FE R A -

4 RZZT——F—A—H%bE
Fs 2 FE R AR -

E RZZT—=F—A—Hxb#E
Fbs 2 FIE BRI A -
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SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

HKFRS 9 Financial Instruments introduces new
requirements for the classification and
measurement of financial assets and will be effective
from 1 January 2013, with earlier application
permitted. The standard requires all recognised
financial assets that are within the scope of HKAS
39 Financial Instruments: Recognition and
Measurement to be measured at either amortised
cost or fair value. Specifically, debt investments that
(i) are held within a business model whose objective
is to collect the contractual cash flows and (ii) have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding
are generally measured at amortised cost. All other
debt investments and equity investments are
measured at fair value. The application of HKFRS 9
might affect the classification and measurement of
the Group’s financial assets.

The directors of the Company anticipated that the
application of the other new or revised standards,
amendments or interpretations will have no material
impact on the results and the financial position of
the Group.

EEFHBR @)

BBV BREENESR ISR
TEISIAGRMEESBERE
ZHRE  HERT—=F—
A—BEER  WATRERE
B ZEREBESGE
B3R [ T A - #ERKAT
EBlZEeREERBHEKAR
HARBERE - FRIZOFK
BREHNEESRABNUERE
AFEZEBRERNVEES
HNReR2EBIRE  BEFH
RERERERBEIRNAEE - TR
BEARS ZFEB —MRIZHH
ARG E o B EMEBFIRE
RERAEER AR EETE -
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REEEREESRMEEZOR
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KEEFEEERAT
—T-EEAHHE

Notes to the Condensed Consolidated B4R & Bt FE R KR KIEE

Financial Statements

3. TURNOVER AND SEGMENT 3. BEmMEyEHER
INFORMATION
The principal activities of the Group are the AEEZEZEK AR E N
manufacture and sale of electronic components. BT o

Turnover represents the sales value of goods
supplied to customers less goods returned and trade
discounts.

The following is an analysis of the Group’s turnover
and results by operating segments for the periods
under review:

EERBRAERTEPZEME
EERERDERLLNGRES
FMzEHE -

UTRAEEREERRZZ
KBEREBEREEDEAEZ
DT

Turnover Segment profit (loss)
BEE PEHET (BHR)
Six months ended 30 June Six months ended 30 June
BEXAZTHLEAMEA BERAZtHHLEAER
2010 2009 2010 2009
ZE-F£ | —ZEhFE | ZE-F£ | -—TEIAE
HK$'000 HK$'000 HK$'000 HK$'000
THET FEL TET TAL
(Unaudited) (Unaudited) | (Unaudited) | (Unaudited)
(REBEH) (REEH) (REEH) (REER)
Composite components EATLH 199,909 192,021 2,774 (4,018)
Unit electronic components EUEFH 150,842 71,493 3,148 (6,833)
Total @t 350,751 263,514 5,922 (10,851)
Segment profit (loss) RN (BR) 5,922 (10,851)
Unallocated other income FOEEMBA 3,465 1912
Unallocated expenses KARRZ (2,494) (476)
Fair value change on [kl -v
derivative financial liabilities MEEED 246 539
Profit (loss) before taxation KBRS (5%8) 7,139 (8,876)
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Notes to the Condensed Consolidated f§B84R & Bt FE R T K s

Financial Statements

TURNOVER AND SEGMENT
INFORMATION (CONTINUED)

The entire segment turnover reported above is from
external customers.

Segment profit (loss) represents profit (loss) earned/
incurred by each segment without allocation of other
income, finance cost, unallocated other operating
expenses and amortisation of intangible assets. This
is the measure reported to the executive directors
of the Company, for the purposes of resource
allocation and performance assessment.

The following is an analysis of the Group’s assets
by reportable segments:

BEBRERPHER @

R S HE R A5
SER

7 & A (B 18) 15 & 2 #B AT Ik
B/ EEZERN (B8 (TeE
HMWA - BEMRA - KRB
H@QeRAX MELEEHRH
ZAE) o WHRAARRMITE
ERENREERD B RKR
BREPAS -

UTRAEEEERATRED
BRI VEZ 2 AT

At At

30 June 31 December
2010 2009
—E—-FF —ZEENF

AAZ+E |+t=A=+—¢

HK$'000 HK$'000

F#ET FET

(Unaudited) (Audited)

(REE®) (fEE%)

Composite components BanHt 193,022 203,184
Unit electronic components — EE{7 & T T 149,535 51,198
Unallocated assets RIEHREE 239,199 240,417
Consolidated total assets MEBERE 581,756 494,799




Notes to the Condensed Consolidated
Financial Statements

TURNOVER AND SEGMENT
INFORMATION (CONTINUED)

All assets are allocated to reportable segments other
than investment property, goodwill, intangible
assets, club memberships, certain property, plant
and equipment and inventories, cash and cash
equivalents, certain trade and other receivables,
amounts due from shareholders and deposits for
purchase of property, plant and equipment. Assets
used jointly by reportable segments allocated on the
basis of the production capacity.

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 year.

KEEFEEERAT
—T-EEAHHE

B AR & Bt S ER R M A

BEBRERDHER @

FMEEESREAHRENE
REWME BE BYEE -
EER ETUE KRR
wEhEFE HAekRA2EE
Y ETRKRE S REMEE
o BRERFBELRBEED
X BERRBZEESHBIN -
ARENHHARZEEDNRE

BEDHC °

ey

REE RN TEERERS
WER  DERBEFPBINE
BRI o Fitt - AEER
EEERRG WS RSB E
BE—RBTEEARE -
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5. PROFIT (LOSS) BEFORE TAXATION

5.

P& Bt B i

7 (B1R)

Six months ended 30 June
BEANA=Z+BHLAEAR

Profit (loss) before taxation

is arrived at after
charging/(crediting):

Auditors’ remuneration
Allowance for inventories
(included in cost of sales)
Amortisation of intangible
assets (included in research
and development expenses)
Written off of club membership
Cost of inventories recognised

as an expense*

Depreciation of property,
plant and equipment
Minimum lease payments
under operating leases in
respect of rented properties
Impairment loss on trade
receivables (included in
other operating expenses)
Increase in fair value of

investment property

Gain on disposal of property,
plant and equipment
Interest income

Net rental income
Reversal of impairment loss

on trade receivables

(included in other income)
Net foreign exchange gain

BB R A (B518)

e GEA) -

BN B 2
FEEE
Gt AHERA)
BV EERE
GtAREF)

2 e M
BRART 2
FERA*
S E TN
REZE
HEMEZ
RERET 2
BEREMNK
e E 5 BR 3K
BEEBE GFA
Hieams)
BEMERNREBE
0
HEWE  HBR
B2 W
FlE U A
el A F8E
e E 5 BR 3K
DEREN SR AEIR
(FEAE MU A)
P& H S F

Cost of inventories recognised as an expense includes
amount of approximately HK$5,115,000 (six months
ended 30 June 2009: HK$7,898,000) relating to
depreciation of property, plant and equipment and
operating lease rentals in respect of land and buildings,
which amounts are also included in the respective total
amounts disclosed separately above.

2010 2009
—E-FF —EENF
HK$’000 HK$'000
F#ET FET
(Unaudited) (Unaudited)
(RBEZ) (REEZ)
323 325
1,303 7,226
574 117
73 -
302,965 240,005
8,799 8,956
2,399 2,444
1,708 98
(840) -
(841) (799)
(558) (699)
(156) -
(154) (139)
(754) (133)
* RERIZFERABIES
Y BBERREBEINER

T REFZEEHEERSZ
FKIE495,115,00008 T (B ZE =
ZENFAAA=ZTHLEAME
A :7,898,000&7T) © W E A
AL AR E 2 & RIBRTE

A o



KEEFEEERAT
—T-EEAHHE

Notes to the Condensed Consolidated f5BR4R 4 B &k MY s

Financial Statements

6. TAXATION 6. WA

Six months ended 30 June
BEAA=+HLEAEA

2010 2009
—E-FF ZETNEF
HK$’000 HK$'000
F#ET FHET
(Unaudited) (Unaudited)
(RBEZ) (REEEZ)
Current tax AHABIE
Hong Kong Profits Tax EEAEH
Provision for the period 7 HA R B A 1,738 -
Under-provision (over- N FE B
provision) in prior years R GBF) - (74)
1,738 (74)
PRC Corporate Income Tax  HE & £ 155
Provision for the period N HAR A 1,209 425
Under-provision in N FE B
prior years T~E 58 11
1,267 436
3,005 362
Deferred tax EREHRE
Charged (credited) for REARE X 8H (K )
the period 344 (418)
3,349 (56)
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6.

TAXATION (CONTINUED)

(i)

Hong Kong Profits Tax is calculated at 16.5%
of the estimated assessable profits for the six
months ended 30 June 2010. No provision
for Hong Kong Profits Tax has been made for
the six months ended 30 June 2009 as the
Group did not have any assessable profits.

Provision for the People’s Republic of China (the
“PRC") Corporate Income Tax for Shenzhen
Kwang Sung Electronics Co., Ltd. (“Shenzhen
Kwang Sung”) and Kwang Sung Electronics
Trading (Shenzhen) Co., Ltd. is calculated at
22% (2009: 20%) and 25% (2009: 25%) of
estimated assessable profits for the periods,
respectively.

The Korea Branch and a subsidiary operated
in Korea is subject to corporate income tax at
a rate of 10% (2009: 11%). No provision for
taxation has been made for the six months
ended 30 June 2010 and 2009 as the tax
losses brought forward from prior years
exceed the estimated assessable profits for
both periods.

6.

HiIE (40

(i)

ERFGHREBREE_T
—ZFXNA=FTH I E
R 2 & 5T ERR B s B i
16.5% 2 MEFH - "&E
EREE-_ZTTAFNA
=+ H /N E B EEE
REER - MW EELE
RSB o

FINHEBEFARRAA
(DRINKED RAKEE
ZB5(RI)ERARZF
2= ARKLMEA ([FE]) B
ST T LA EARE
fh 5T FE R Biow Al o Bl %
22% (ZEZNF : 20%)
N25% (ZZFEZTNF
25%) 5 HE °

BEH QAR N —EEEER
B A AR ¥R
BHEI0O% (ZEZEH
F11%) @H - ARE
TFEEE FHERER
B EHIR 2 (AR ERR
B MEE-E-TEF
M_ZZNFNA=1H
IEAE A EELFEH
B



6.

TAXATION (CONTINUED)

(ii)

The Group 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
Group claimed a 50:50 offshore concession
in respect of Hong Kong Profits Tax which had
been agreed with the Hong Kong Inland
Revenue Department (the “HKIRD”) in the
year of assessment 1999/2000.

In 2008, the HKIRD enquired the Group the
basis of its 50:50 offshore concession claims
for the years of assessment 2001/02 to 2006/
07 in relation to the Group’s manufacturing
activities carried out in the PRC, and issued
an additional assessment of approximately
HK$3,318,000 for the year of assessment
2001/02 on the basis that the Group was not
eligible to the 50:50 offshore claims for profits
derived from manufacturing activities carried
out by Shenzhen Kwang Sung. The Company
lodged an objection against the additional
assessment and purchased a tax reserve
certificate of approximately HK$3,318,000 as
demanded by the HKIRD in 2008.
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6.

TAXATION (CONTINUED)

(ii)

(Continued)

In March 2009, the HKIRD issued another
demand note for additional tax payable for the
year of assessment 2002/03 amounted to
approximately HK$6,424,000 in relation to the
above 50:50 offshore concession claims. The
Company lodged an objection against the
additional assessment and purchased a tax
reserve certificate of approximately
HK$6,424,000 as demanded by the HKIRD
in April 2009.

In March 2010, the HKIRD issued another
demand note for additional tax payable for the
year of assessment 2003/04 amounted to
approximately HK$9,334,000 in relation to the
above 50:50 offshore concession claims. The
Company lodged an objection against the
additional assessment and purchased a tax
reserve certificate of approximately
HK$9,334,000 as demanded by the HKIRD
in April 2010.

The Group’s operation has remained unchanged
since 1999/2000, in view of the stringent
approach adopted by the HKIRD in treating
50:50 manufacturing offshore profits claim, the
Group had made provision for the previously
50:50 offshore claims of approximately
HK$35,996,000 during the year ended 31
December 2009.
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6.

TAXATION (CONTINUED)

(iii)

In September 2007, the Shenzhen Local Tax
Bureau enquired the related party
transactions and transfer pricing policy of
Shenzhen Kwang Sung for 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 and estimated that an additional
income tax payable of HK$1,408,000 in
respect of the enquiries was required.
Provision for the estimated additional income
tax payable of HK$1,408,000 was fully
provided in that year.

In 2008, the scope of enquiries regarding the
transfer pricing policy of Shenzhen Kwang
Sung from Shenzhen Local Tax Bureau has
been changed to cover the five years from
1 January 2003 to 31 December 2007. The
directors of the Company reassessed the
matter and estimated that the Group would
have to pay in total of HK$4,445,000.
Accordingly, an additional provision for the
PRC Corporate Income Tax of HK$3,037,000
was provided in the financial statements for
the year ended 31 December 2008.

As of the date of this interim financial
information, the Company has obtained an
agreement from the Shenzhen Local Tax
Bureau to its proposed settlement.
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6.

TAXATION (CONTINUED)

(iv)  Pursuant to Shen Guo Shui Fa 2008 notice
145, Shenzhen Kwang Sung is subject to the
PRC Corporate Income Tax at a rate of 20%
in 2009, 22% in 2010 and 24% in 2011. From
1 January 2012, the applicable tax rate will
be 25%.

The basic Korean Corporate Tax rates for year
starting on or after 1 January 2009 are 11%
on the first KRW200,000,000 of the tax base
and 22% for the excess. The tax rates are 10%
and 22% for 2010. In addition to the basic
tax rate, there is a resident tax surcharge of
10% on the income tax liability.

DIVIDENDS

No dividends were paid, declared or proposed
during the reported period (six months ended
30 June 2009: nil). The directors do not recommend
the payment of an interim dividend.

EARNINGS (LOSS) PER SHARE

(i)  The calculation of basic earnings (loss) per
share is based on the profit for the period
attributable to owners of the Company of
approximately HK$4,025,000 (six months
ended 30 June 2009: loss of approximately
HK$8,680,000) and the weighted average
number of ordinary shares of 323,897,000
(six months ended 30 June 2009:
318,710,000 shares) in issue during the six
months ended 30 June 2010.
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8.

EARNINGS (LOSS) PER SHARE
(CONTINUED)

(i) There were no dilutive potential ordinary
shares during the six months ended 30 June
2010, therefore, diluted earnings per share
is the same as the basic earnings per share.

The diluted loss per share was the same as
the basic loss per share for the six months
ended 30 June 2009 as it did not assume the
exercise of the Company’s options because
the exercise price of those options was higher
than the average market price for shares for
the six months ended 30 June 2009.

PROPERTY, PLANT AND
EQUIPMENT

The Group’s land and buildings held for own use
were revalued as at 31 December 2009 at their open
market value by reference to recent market evidence
of transaction prices for similar properties in the
same locations and conditions. The valuations were
carried out by Vigers Appraisal & Consulting Limited,
an independent firm of professional surveyors who
had among their staff members of the Hong Kong
Institute of Surveyors. A revaluation surplus of
approximately HK$9,167,000 was transferred to the
properties revaluation reserve, net of deferred tax
of approximately HK$826,000 which was included
in the consolidated income statement for the year
ended 31 December 2009.

The directors of the Company, who are not qualified
valuers, have reviewed the carrying value of the land
and buildings as at 30 June 2010 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 2009 to 30 June 2010. Consequently,
no revaluation surplus or deficit has been recognised
in the current period.
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10.

11.

PROPERTY, PLANT AND
EQUIPMENT (CONTINUED)

During the six months ended 30 June 2010, the
Group acquired items of property, plant and
equipment with a cost of approximately
HK$10,929,000 (six months ended 30 June 2009:
HK$3,401,000). In addition, the Group disposed of
certain property, plant and equipment with zero
carry amount and cash proceeds of HK$841,000
(six months ended 30 June 2009: carrying amount
of approximately HK$6,000 and cash proceeds of
HK$805,000), resulting in a gain on disposal of
approximately HK$841,000 (six months ended
30 June 2009: HK$799,000).

INVESTMENT PROPERTY

The Group’s investment property was revaluated as
at 30 June 2010 and 31 December 2009 at its open
market value. The valuations as at 30 June 2010
and 31 December 2009 were carried out by Asset
Appraisal Limited and Vigers Appraisal & Consulting
Limited, respectively. They are independent firms
of professional surveyors not connected with the
Group who had among staff members of the Hong
Kong Institute of Surveyors. The valuations were
arrived at by reference to the market evidence of
transaction price for similar properties in the same
locations and conditions. The resulting increase in
fair value of approximately HK$840,000 has been
recognised in profit or loss for the six months ended
30 June 2010.

INVESTMENTS IN EQUITY
SECURITIES

Investments in equity securities represent equity
investments in an unlisted corporate entity with a
cost of HK$1,500,000 (31 December 2009:
HK$1,500,000), against which a full provision for
impairment loss has been made in prior years and
maintained at 30 June 2010.
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12.

13.

DEPOSITS FOR PURCHASE OF
PROPERTY, PLANT AND EQUIPMENT

The deposits included deposit paid for purchase of
machinery and a freehold land in Korea. During the
six months ended 30 June 2010, the Group entered
into an agreement with a third party for the acquisition
of a land for an aggregate cash consideration of
KRW?7,500,000,000 (approximately HK$48,038,000).
Total deposits of KRW3,406,350,000 (approximately
HK$21,818,000) were paid upon signing the
agreement. The acquisition had been completed after
the end of the reporting period (note 18(c) and 21).
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TRADE AND OTHER RECEIVABLES 13. EWEB S REMERR
At At
30 June 31 December
2010 2009
—E-FF ZETNF
NA=+H | TZA=+—H
HK$’000 HK$'000
F#ET FHET
(Unaudited) (Audited)
(REEX) (f#|H%)
Trade and bills receivables JEWE 5 R EEERER
(net of allowance for (MNEREWE S
doubtful debts) AR ) 168,025 120,543
Short term loans to key AXrEEBAENR
management personnel EERBEHER
and employees 489 667
Proceeds receivable from HERAZSRZ
disposal of equity securities ~ FE/SFIA 1,281 1,333
Tax reserve certificates HHRE (Pﬁ?6(ii))
(note 6(ii)) 19,076 9,742
Deposits, prepayments and &% « BT RIE K
other receivables H b U AR 3R 22,530 10,728
211,401 143,013
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B4R & Bt B IR R M A

13. TRADE AND OTHER RECEIVABLES
(CONTINUED)

The Group allows an average credit period of 30-90
days to its trade customers. The following is an aged
analysis of trade and bills receivables (net of
allowance for doubtful debts) based on the due date

13. B E 5 R HhiRX
(1)
REBGTHEHEF T30
FOORZEEH - RREH
K RIHBMAHS  ERES
REBER (NRERE SEK

at the end of the reporting period: B 2 RBROTWT
At At
30 June 31 December
2010 2009
®n S
—E-FF —EENF
~NA=+HBH | +t=ZA=+—H
HK$’'000 HK$'000
T FHBIT
(Unaudited) (Audited)
(REBE%) (K %)
Current ok 6 5 129,360 87,641
Less than 1 month LR — @R 22,984 21,462
1 to 3 months wmE—EAE=@A 15,643 8,432

More than 3 months but MmN =EA

less than 12 months BLR+=@A 38 3,008
168,025 120,543
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Financial Statements

14. TRADE AND OTHER PAYABLES

KEEFEEERAT
—T-EEAHHE

B AR & Bt S ER R M A

14. B E S REMERRK

At At

30 June 31 December

2010 2009

»® "

—E-FF —ETENF

~NAE+H | tTZA=+—H

HK$'000 HK$'000

F#ET FHET

(Unaudited) (Audited)

(KRB EZ) (EEZ)

Trade payables P8 B RN 121,581 71,653
Accrued expenses and EErERR

other payables H fth fE AT BR 5K 18,038 13,884

139,619 85,537

The following is an aged analysis of trade payables
based on the due date at the end of the reporting

RBEHR - BENEZERZ

RREc DTN T (REIHIA) -

period:

At At
30 June 31 December
2010 2009
i »
—E—-F% ZEENF
~NA=+H | TZA=+—H
HK$’000 HK$'000
TERT FHET
(Unaudited) (Audited)
(REE) (F&E%)

Due within 1 month or — @A A
on demand e B A B HR 79,418 52 554

Due after 1 month but —fEA®%&E
within 3 months = PRt 42,163 19,099
121,581 71,653

51



52

Kwang Sung Electronics H.K. Co. Limited
Interim Report 2010

15.

16.

BANK BORROWING

During the six months ended 30 June 2010, the
Group obtained a new bank loan of approximately
HK$12,811,000 secured by the Company’s land and
buildings with an aggregate carrying value of
approximately HK$19,356,000 and an unsecured
loan of approximately HK$15,569,000. The
proceeds were used to finance the acquisition of
property, plant and equipment.

The Group also repaid bank borrowing of
approximately HK$61,000 during the six months
ended 30 June 2010.

During the six months ended 30 June 2009, the
Group obtained an unsecured bank borrowing of
approximately HK$241,000 through acquisition of
a subsidiary and repaid bank borrowing of
approximately HK$25,000.

The bank borrowing bears interest ranged from
3.02% to 5.18% per annum with maturity date
ranged from 2 to 4 years (30 June 2009: 5.18%
per annum with maturity date of 4 years).

DERIVATIVE FINANCIAL
LIABILITIES

In March 2009, the Group and the Company entered
into a patent transfer agreement (the “Agreement”)
with an independent third party (the “Seller”). The
consideration of approximately HK$10,242,000 was
partially satisfied by issuing 8,534,933 shares of the
Company at HK$0.41 per share to the Seller and
the remaining consideration of approximately
HK$6,743,000 will be settled in cash along with put
options (“Options”) on period from the end of third
year to the end of forth year after the transaction,
under either condition:

(i)  the Group and the Company will not be
required to make further payment if the share
price of the Company is higher than HK$1.2;
or

15.

16.

IRITEER
RBE-_ZT-FTFXA=1H
EREA - REBIUS £
H|ITEMA 12,811,000 7T -
AARRAEZ L3 BT (BARE
B#) 719,356,000 1) &K
#OR-—FEERERD
15,569,000/ 7T ° P15 5K IE T)
RIEREREME - HBERR
e

REBRBE-_ZT—TE A
61,0008 T Z RITEE -

REE-_ZTEThhFNA=1+H
WEREA » AEEREUKE—M
BB A R MES —E &L R
TEE#241,000% 7T * WEE
EH#250008 T Z RITEE -

RITEERFFIEI.02E5.18E
e AR -ENEREER(Z
FEEAFERNA=TH  BEFN

%5185 8 - ARMENE
&) -
TEEMaR

RZBENEFE=ZF  AEER
AABEBIE=H([EH])
RN — M EFEEE DS ([15H
1) o K{B#110,242,0005% 7T
B AR BIR0.41 B TTEIT AR
7]8,534,933 W FEH * K
BEAEEH6,743,00058 TT I8 AR
P2 BEZFRE B FEH
M ARhER#E ([ERRE]) AT
HEh—EIERABREE

()  MWARBEZBROEBSR
1287 AEBEREKR
AEAX AR« X



16. DERIVATIVE FINANCIAL

LIABILITIES (CONTINUED)

(i) if the share price of the Company is lower than
HK$1.2, the Group and the Company will be
required to pay the difference of the basis
price (being HK$1.2) and the share price,
multiple the number of shares sold to the
Seller.

The details of the Options were set out in the
Agreement and the Company’s announcement
dated 30 March 2009.

The fair value of the Options granted is estimated at
the date of grant using binomial model taking into
account the terms and conditions upon which the

16.

KEWFEEEMAT
—E-IERERS

TEEMEaE @

(i) WARRBEZBROERER
1287w REBRAR
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1.2/87m) B MK EE 2 E
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ZRRDEE o

B2 B BN A RARE
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THEAEBH AL ARHE
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Options were granted. The inputs into the model BB AZEBE -
were as follows:

At At
30 June 31 December
2010 2009
—E-FfF —EENF
NA=Z+H | TZA=+—H
Dividend yield & 8 % 0% 1%
Expected volatility TEHDR 18 86.7% 85%
Risk-free interest rate 3 b B 1.1% 1.7%
Expected life T8 B 4F B 2.75 years 3.75 years
Weighted average share price 1% F 5% & HK$0.485 HK$0.475
0.485#& T 0.475% 7T

The binomial model has been used to estimate the
fair value of the Options. The variables and
assumptions used in computing the fair value of the
Options are based on the directors’ best estimate.
The value of the Options varies with different
variables of certain subjective assumptions.

Fair value change on derivative financial liabilities
of approximately HK$246,000 was recognised
during the six months ended 30 June 2010 (six
months ended 30 June 2009: HK$539,000).

“TEARAC AR EE SR
NREE -FHEHREIAEE
FrERAEH R BRRDIRRES
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17. SHARE CAPITAL AND SHARE

OPTION SCHEME

17. RARBRERE

(i) share capital (i) BA
Number of
shares Amount
e e -]
000 HK$'000
T FHT
Ordinary shares of FREECLETY
HK$0.1 each =R il
Authorised: JETE ¢
At 1 January 2009, RZZEZNF—HA—H -
31 December 2009 Sy
(audited) and =+—HEEZ R
30 June 2010 —E-TFAXA=1+H
(unaudited) (ReggEZz) 1,500,000 150,000
Issued and fully paid: B ETRHE :
At 1 January 2009 RZZEZNF—HA—H
(audited) (FegE%) 315,362 31,536
Shares issued during R EETZ KD
the year (note (a)) (Mi5E@) 8,535 854
At 31 December 2009 WR-ZTZNEF
(audited) and +—-HA=+—H
30 June 2010 (KEZ) R _E—FF
(unaudited) NAZTH GREER) 323,897 32,390
Note: BEE -
(a)  During the year ended 31 December 2009, (@) REE-ZTTNF+=

A=z+—BuLt&HE -
8,534,933 A% 15 Jh iR
BHEAEEERRRE
B%0.418 7T 2 BI5 24T
FEJ5 ° £1854,000/%
TEFARE T
2,645,000/ L2 5t A
B0 B R o

8,534,933 shares were issued at HK$0.41 per
share to the Seller according to a patent transfer
agreement. Approximately HK$854,000 was
credited to share capital and the balance of
approximately HK$2,645,000 was credited to
the share premium.
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Financial Statements

17. SHARE CAPITAL AND SHARE
OPTION SCHEME (CONTINUED)

(i)

Share option scheme

The Company has a share option scheme
which was adopted on 16 June 2003 whereby
the directors of the Company are authorised,
at their discretion, to invite employees of the
Group, including directors of any company in
the Group, 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
HK$0.1 each of the Company.

During the six months ended 30 June 2009,
1,000,000 share options granted at 6 May
2004 at exercise price of HK$1.666
outstanding as at 1 January 2009 were all
lapsed at 30 April 2009.

No share options had been granted to
directors or employees for the six months
ended 30 June 2010.

KEEFEEERAT
—T-EEAHHE

B AR & Bt S ER R M A

17. BARBERESE @)

(i)

BiEsta
ARARRBE-—ENR-_ZTF
=FRATRBERHNZE
PetEst &l - Bt - ARE
EFEREENBEEAS
ERE (BREAKEEM
RAZEF) - ERRE
AANZ R RBEARE
1z R - S0 BB
BT E5 A AR REA
RE-BEEREEC.LE
TLZ BB AEF o

REBEZE-_ZTZNF A=
+H 1@ A - 1,000,000
MERER_-_ZZWEF
RARNBEL  17EE
1.6668 7T - R-ZZTZTN
F-—R—HRERTEE
& ER_ZTNFMW
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Financial Statements

18. COMMITMENTS 18. KiE
(a) The Group as lessee (a) A&EBEEAREAA
At the end of the reporting period, the Group REMAR - XEERE
had commitments for future minimum lease TRAIBBREEHER AR
payments under non-cancellable operating JEf 2 SARFAE 0B 2 &
leases which fall due as follows: EUT
At At
30 June 31 December
2010 2009
i »
—_E—-F% —ETRF
~NA=+H | tTZA=+—H
HK$’000 HK$'000
FHET FHET
(Unaudited) (Audited)
(REE) (f&E%)
Within one year —FR 4,344 4,832
In the second to E_FEERAFNA
fifth year inclusive (BIEEEMTF) 5,703 8,485
10,047 13,317

REHEFREAEE]
ETHMAEMERETR
B2 ENEE - HOKLEE
EETFORB-E+F
HABEEEE -

Operating lease payments represent rentals
payables by the Group for certain of its office
premises and staff quarter. Leases are
negotiated for an average term of ranged from
2 to 10 years and rentals are fixed for the
leases period.
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Notes to the Condensed Consolidated
Financial Statements

18. COMMITMENTS (CONTINUED)

(b)

The Group as lessor

At the end of the reporting period, the Group
had contracted with tenants for the following

KEEFEERRRQA

—T-EEAHHE

B AR & Bt S ER R M A

18. &iE )
(b)

AEEEAHBA

REHHMK - AEEDHE
HPATHz AR&ERE

future minimum lease receipts which fall due NN
as follows:
At At
30 June 31 December
2010 2009
" »
—E-FF —ZETNF
~NA=+H | TZA=+—H
HK$’000 HK$'000
TERT FHET
(Unaudited) (Audited)
(REEZ) (F&E%)
Within one year —F R 312 312
In the second to EFEERAFNR
fifth year inclusive (BIEEEMTF) 64 220
376 532
All of the properties held have committed ZEBFTIEE 2 WER KRR

tenants for the next 2 years.

MEHHEEBEP o
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Notes to the Condensed Consolidated
Financial Statements

18. COMMITMENTS (CONTINUED)

B4R & Bt B IR R M A

18. &i& )

(c) Capital commitments outstanding at the (c) RERMHEHBITHEMEER
reporting date contracted but not provided for RS E RN E
in the interim financial information are as o EAREEDT !
follows:

At At
30 June 31 December
2010 2009
—E—-FF —ZEENF
~NA=Z+HB | +tZA=+—H
HK$’000 HK$'000
T FHET
(Unaudited) (Audited)
(RBEZ) (TR
Capital expenditure in ~ FLAEBE W% - #2E
respect of acquisition MFEBHEDETHZ
of property, plant and & A&
equipment
contracted for 29,499 2,367

19. WE—EKHEBLAR
HE_ZENF+-A=1+—H
tEE ZAEERREYD
10,300,0007 7T * MBI E=H
W B Brocoli Co., Ltd. ([Brocolil)
A 59, 5% M A ([E XK
B81) > Brocoli /iR 8B Ak 2
ZATE  MBHEREE AT
/NS

19. ACQUISITION OF A SUBSIDIARY

During the year ended 31 December 2009, the
Group acquired a total of 59.5% equity interest in
Brocoli Co., Ltd. (“Brocoli”) from independent third
parties at a consideration of approximately
HK$10,300,000 (“First Acquisition”). Brocoli is a
company incorporated in Korea and is a research
and development oriented company.
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Notes to the Condensed Consolidated B4R & Bt FE R KR KIEE

Financial Statements

19. ACQUISITION OF A SUBSIDIARY
(CONTINUED)

The First Acquisition has been accounted for using

19. WE—FEMBAR @

BREBTIRBEBEEAR -

the purchase method. The net assets acquired and FrEEEFEMAMELEZ
the goodwill arising, are as follows: EESEEENE
Acquiree’s Fair value  Acquiree’s fair
carrying amount adjustments value
HHEEZ NREE HWhEEZ
ERE{E = NREE
HK$'000 HK$'000 HK$'000
FTi#x FTi#x FT#T
Net assets acquired: T B EFE -
Plant and equipment BB R 294 - 294
Intangible assets BVAE
- patents -l 1,536 6,507 8,043
Other receivables H A FEUER 3X 40 - 40
Cash and cash BEeMREEEY
equivalents 866 - 866
Accrued expenses and  EFFEFA X
other payables HA R ERR (747) - (747)
Bank borrowing RITEE (241) - (241)
Deferred tax liabilites  EXEFIEE & - (787) (787)
1,748 5,720 7,468
Minority interests SEREER (3,025)
Goodwill arising Al mEE L
on acquisition EES 5,857
10,300
Consideration satisfied by:  ZA T H AL ARIE -
Cash e 10,300
Net cash outflow arising ~ EWEMELR S
on acquisition: R
Cash consideration BEREASNKE
paid (10,300)
Cash and cash iR & Rk
equivalents ReEEY
acquired 866
(9,434)
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19. ACQUISITION OF A SUBSIDIARY 19. WE—EMHEBE QA @)

60

(CONTINUED)

The acquired subsidiary contributed approximately
HK$346,000 to the Group’s loss for the period
between the date of acquisition and the reporting
period ended 30 June 2009.

If the First Acquisition had been completed on
1 January 2009, there would be no change as to
the total turnover of the Group for the six months
ended 30 June 2009, and loss for the six months
ended 30 June 2009 would have been
approximately HK$8,824,000. The pro forma
information was for illustrative purposes only and
was not necessarily an indication of revenue and
results of operations of the Group that actually would
had been achieved had the acquisition been
completed on 1 January 2009, nor was it intended
to be a projection of future results.

The goodwill was arisen from the synergy upon the
business combination of the acquired subsidiary
and the Group.

BUERMERE_TTNF
NAZ+TRHILEZ2HEME -
Yo Y B A ) AN R B R AT
518 5 BA41346,000/8 7T °

HERXKBER _BENF—
A—BZX  AREHE—F
ENFRA=TRHIEXNEAZ
MEXBRETR MBE—
ZEZNFANAZTHIEANER
ZIERRIE# /28,824,000
T BEBERHEHRIA - A
AEBEZERBERERELSE
FE(BRYEBR _ZETNF—
A—RZ=K) 2R - 5
TERREE ZTER

[ Sl € DS NG YN
SEETEBEFZHBRB A
mESE °



Notes to the Condensed Consolidated
Financial Statements

20. MATERIAL RELATED PARTY
TRANSACTIONS

(i) Transactions with shareholders

(a)

During the six months ended 30 June
2010 and 2009, the Group entered into
the following transactions with Kwang
Sung Electronics Co., Ltd. (“Kwang
Sung Korea”), a major shareholder of
the Company:

KEEFEEERAT
—T-EEAHHE

B AR & Bt S ER R M A

20. EXHEALTRS

() HBREZXS

(a)

Six months

REE—Z-—ZTF
RZZZNFRA
=+HIEXREA -
REBEARRE
ERERAEHN
ETF(IE#EEHX
BI)EIZATR
Z

ended 30 June

BEANA=Z+HLEARMEA

2010 2009

—E—-FF —EENF

HK$’'000 HK$'000

T FHET

(Unaudited) (Unaudited)

(REBE%) (RigsE%)

Sales of finished goods 5% &k @ 395 1,499
Referral commission B,/ {87

paid/payable e 337 742
Production outsourcing &1,/ FERSMNE

fees paid/payable HEE 443 796

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

ARARZEER
BER—REHKB
BHRERREEGR
BOETT -
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Financial Statements

20. MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

(M

Transactions with shareholders
(Continued)

(b)

Pursuant to a Deed of Indemnity dated
23 June 2003, two shareholders,
Mr. Yang Jai Sung and Kwang Sung
Korea, would indemnify the Group for
any tax liabilities payable for periods
prior to 30 June 2003. Amount
receivable from Mr. Yang Jai Sung and
Kwang Sung Korea under the indemnity
at 30 June 2010 is approximately
HK$6,124,000 and HK$4,206,000
(31 December 2009: HK$6,124,000
and HK$4,206,000) respectively.

20 EXFHEALTR S @)

(M

HERREZX 5 ()

(b)

BRERARHA-ZTE
= XNA-+=H
ZRERERY
MERRBEL L
FREREHRR
—EE=F A=
+ HATE R 2 T
MEaBERAEE
EHTE - RIE
EBERBA-_Z—F
FEXA=THEK
REEKERER
KEZRBED RN
46,124,000 7T &
4,206,0005 7T (=
TTAF+-A=
+—H : 6,124,000
75 7T }.4,206,00058%
T °



AEEFEERRRQA
—E-ZERHKE

Notes to the Condensed Consolidated B4R & Bt FE R KR KIEE

Financial Statements

20. MATERIAL RELATED PARTY 200 EXFHEATR S @)
TRANSACTIONS (CONTINUED)
(ii) Transactions with other related (i) HEMBAEALTZZS
parties
(@) Key management personnel (@) FEEBABZM
remuneration &
Remuneration for key management AEBFEERBA
personnel of the Group, including B¢ (REEXH
amounts paid to the Company’s TARRAREFZE
directors is as follows: B)HHIT

Six months ended 30 June
BEANA=+HILEAEAR

2010 2009
—E—-F5f —ETENF
HK$’000 HK$'000
TERT FHET
(Unaudited) (Unaudited)
(RIBEZ) (CREgE®%)
Short-term employee 55 Hi{R E 48 7
benefits 6,350 4,732
Post-employment BBEEN
benefits 114 83
6,464 4815
(b)  During the six months ended 30 June by REBE-Z-ZTF
2010, the Group paid a consultancy fee ANA=Z+ALEXNE
of approximately HK$287,000 (six A REBMARQ
months ended 30 June 2009: AIZBRRREFR
HK$233,000) to a close family member EERE—FRAR
of Mr. Yang Jai Sung, a shareholder and A EHEE Y
a director of the Company. 287,000/ 7t (B =
—ZEERAERAZ

+HIENMEA :
233,000/ 7T) °
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20. MATERIAL RELATED PARTY 20. EXFAEANLTX S @)
TRANSACTIONS (CONTINUED)
(ii) Transactions with other related (i) HEBBAEALTZZS
parties (Continued) (#)
(c) Loan to key management (c) BMEEEBAER
personnel e
Included in other receivables were loans H i B KIB B IE
to key management personnel and the MEZEBAER
terms of which are as follows: HZER  HER
NN
Name of borrower Mr. Suh Jin Won  Mr. Lee Don Gi ~ Mr. Lim Hee Jun
BHA HRELE FREEE WERB LA
Position General manager General manager Chief researcher
B AL Ficsi] Bl ERAMEE
Terms of the loan
8l 3
- Repayment Repayment Repayable Repayable
terms on demand on demand on demand
—EREH EREER ZREEE BEXEER
- loan amount HK$34,000 HK$67,000 HK$13,000
-ENeH 34,0007 70 67,0007 70 13,000 7T
- interest rate Nil Nil Nil
-8% z z z
- security None None None
—E i3 & i
Balance of the loan
EXEH
- at 1 January 2009 Nil Nil Nil
-RZTENF-A—H = Z z
- at 31 December
2009 and
1 January 2010 HK$34,000 HK$67,000 HK$13,000
“RZBFAF+_A=t—H
kZZ-T5—-A—H 34,000 7T 67,0007 70 13,000/ 7T
- at 30 June 2010 HK$34,000 HK$64,000 Nil
~-RZE-ZFXA=1H 34,000 7T 64,0007 70 S
21. EVENT AFTER THE END OF THE 21. IR EHARESEHE
INTERIM REPORTING PERIOD
Subsequent to the end of the reporting period, the FHITREEIRE - AEBEEK
Group completed the acquisition of the land in WEERI R 2 bk - WHIEE
Korea. Details of the acquisition are set out in the HHBHEHAARRBHA-Z
Company’s circular dated 20 May 2010. —ZEFRA-tHZEX -
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