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Kwang Sung Electronics H.K. Co. Limited

KRBT EBERAR
Financial Highlights HBRE
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Financial Highlights

Six months ended 30 June
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Kwang Sung Electronics H.K. Co. Limited
HEBEFBEBERAA

Financial Highlights

Six months ended 30 June

MBHE

BE/NA=1THLLKNER

Six months ended 30 June
BERA=THLERER

2012 2011 % Changes
—E-—F —T——F FEEILL
(Unaudited) (Unaudited)
(RESER) (RIEER)
(Restated)
(251)
Results (HK$ ' 000) £ (T51)
Turnover B¥EE 232,619 268,105 (13.2)
Gross profit EF 17,623 14,230 23.8
Loss before taxation A& E (22,673) (27,037) (16.1)
Loss for the period HEEE (24,318) (27,955) (13.0)
Loss attributable to VN/NCIEZZEN
owners of the Company E(5E1E (23,611) (27,861) (15.3)
Per Share Data (HK cents) ~ BR&#E (5l)
Basic loss EXEE (7.29) (8.60) (15.2)
Diluted loss BEEE (7.29) (8.60) (15.2)
Financial Ratio (%) BIEELE 2R (%)
Gross profit margin EFIE 7.58 5.31 427
Net loss margin FEEE (10.45) (10.43) 0.2
At 30 June At 31 December
2012 2011
Notes RZZE—ZF R-E——4F % Changes
KizE ~AA=tR +=-A=1+—H EEHIL
(Unaudited) (Audited)
(REEER) (=)
(Restated)
(251)
Assets and Liabilities EEHEE
(HK$’ 000) (F371)
Total assets BEE 491,900 553,021 (11.1)
Total liabilities BmaffE 199,479 232,286 (14.1)
Total equity Bl 292,421 320,735 (8.8)
Per Share Data (HK dollars) SR&E (HT)
Total equity s 0.90 0.99 9.1)
Financial Ratio g dad:d
Current ratio MENLL & 1.36 1.54 (11.7)
Quick ratio B & 1.01 1.24 (18.5)
Gearing ratio BELE 0.42 (2.4)

Notes:

fi -

(1) Current ratio represents current assets divided by current (1)

liabilities.

(2) Quick ratio represents current assets excluding inventories (2)
divided by current liabilities.
3) Gearing ratio represents total liabilities divided by total assets. 3)

BN RIEREEERARBI R B L
AL EETREFRENZREBEE
BRARBREZLX -

BELTRAABERABEEZLX -



Management Discussion and Analysis

FINANCIAL REVIEW

For the six months ended 30 June 2012, Kwang Sung
Electronics H.K. Co. Limited (the “Company”) and its
subsidiaries (the “Group”) continued to strengthen its
product design and development which aims to capture
opportunities arising in the dynamic consumer electronic
product industry. However, the Group has been facing
a challenging business environment mainly brought by
the rising market competition and price pressure for
the existing products. The Group recorded a turnover of
HK$232,619,000, a decline of 13.2% against the last
corresponding period.

The cost of sales during the period under review decreased
by 15.3% to HK$214,996,000 from HK$253,875,000 in
the corresponding period last year. The decrease in cost
of sales was in line with decrease in turnover during the
period under review.

Accordingly, gross profit increased by 23.8% to
HK$17,623,000 as compared with HK$14,230,000 in
the last corresponding period, while gross profit margin
also increased to 7.6% as compared with 5.3% for the
corresponding period last year.

Other income and gains marked HK$4,898,000, a 10.2%
decrease from HK$5,457,000 in the six months ended 30
June 2011.

Total operating expenses, including selling and distribution
expenses, administrative expenses, research and
development expenses and other operating expenses were
HK$45,194,000 in the six months ended 30 June 2012, a
decrease of 2.6% against HK$46,419,000 recorded in the
last corresponding period. The change was mainly due to
decrease in selling and distribution expenses arising from
decrease in turnover during the period under review.

Interim Report 2012
—E— R R

EEENWR DN

FA 5 I R

%ZK E——FXRA=+HIEAHE

CREBFREERRAR (AR
TJ) K E B A (F$EIJ) s
hno% HEE R Jr&?")?& BREZE
FRERETEMTTRLIEEMEL
B - AT MIERFRRAEM
ZBRENBEMNE - AEEE S
BERRAMIB - AREHRE2E
¥ %8 /232,619,000 7T * REF A
HI N $613.2% ©

CEAARAZHEKNANREFRH
253,875,000 78 7T 4 = 214,996,000
PETT  RIE 7 15.3% o $HE AR 2R
DB BRI 2 & R RR D — B o

bt - FE I N 23.8% = 17,623,000
7 7T 0 T & F [/ 8 7% 14,230,000 78
T EMETFEAZET.6% @ ZFRH
AI%5.3% °

EUM&U\&H&Z 5434,898,000 7T * &
ﬁ EE/\)ﬂ +E|_U:/\1.H
25,457,000,%71/&9\10.2%

& = —Eﬁ/\ﬂ + El _U:/\1.
A ﬁm‘“%‘ﬁﬂi(&%iﬁ%& 5 §H
X THAY  MERX REMEE
B sk ) #45,194,000/8 7T © B EEH
HR$%15 2 46,419,000 7T % 2.6% ©
ZEHTERHNREERAZ EEE
WA EIHHE RO AR DA °

07



08

Kwang Sung Electronics H.K. Co. Limited
REEFEERRAA

Management Discussion and Analysis

Finance costs decreased from HK$305,000 in
corresponding period last year to nil. This is attributable to
finance costs fully capitalised on construction in progress
for the Group’s new facilities in Korea during the period
under review.

In 2008, Hong Kong Inland Revenue Department (the
“HKIRD”) enquired the Company about the basis of its
50:50 offshore claims in relation to its manufacturing
activities carried out by Shenzhen Kwang Sung Electronics
Co., Ltd. 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 and issued
additional assessments for the prior years. Accordingly,
the Company has lodged objections, made provision for
Hong Kong Profits Tax of HK$33,891,000 for the previously
50:50 offshore claims and deduction of lease rentals for
the years of assessment 2001/02 to 2007/08 (the “Period”)
and purchased tax reserve certificates of HK$23,380,000
as demanded by the HKIRD.

Having considered the advice from the Company’s tax
advisor, on 30 December 2011, the Company submitted a
compromise settlement proposal (the “Proposal”) regarding
the Company’s taxation affairs for the Period to the HKIRD
via its tax advisor, with a view of compromising on the tax
assessment dispute. With the Proposal accepted by the
HKIRD, Hong Kong Profits Tax payable for the Period has
been revised to HK$24,239,000.

As the Company has made provision for Hong Kong Profits
Tax of HK$33,891,000 for the Period, the excess tax
provision of HK$9,652,000 made in previous years have
been written back to the consolidated income statement
in 2011. In February 2012, the tax reserve certificates of
HK$23,380,000 had been fully utilised to settle the above
mentioned tax payables.

During the period under review, no Hong Kong Profits Tax
has been provided in the financial statements as the Group
has no assessable profits for the period.

B & A 7R B 2= 4F [/ 29 305,000 78 7T b
BT WHEERRBEK A AEE
RERZHEEER IRERBHA
BRI o
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Management Discussion and Analysis

The PRC Corporate Income Tax increased by
HK$2,466,000 from HK$328,000 in 2011 to
HK$2,794,000 in 2012. The increase primarily reflected
a transfer pricing adjustment of HK$1,528,000 for prior
years. After a considered reversal of the deferred tax charge
of HK$1,149,000, overall tax expenses increased by 79.2%
to HK$1,645,000, as compared with HK$918,000 in the
corresponding period last year.

As a result of the aforementioned factors, the Group
reported a loss after taxation attributable to owners of the
Company of HK$23,611,000 for the six months ended 30
June 2012 as compared to a loss after taxation attributable
to owners of the Company of HK$27,861,000 in the six
months ended 30 June 2011.

Liquidity, Financial Resources and Capital
Structure

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

As at 30 June 2012, the Group’s bank balances and cash
was HK$54,291,000. As at 30 June 2012, the Group
had aggregate banking facilities of HK$104,207,000 for
overdraft, bank loans and bank guarantee, etc.

Current ratio, being the ratio of current assets to current
liabilities, declined from 1.54 as at 31 December 2011 to
1.36 as at 30 June 2012. The decrease in current ratio
was mainly due to higher short term bank borrowings to
finance capital expenditure in respect of the construction
of the Group’s new facilities in Korea. Gearing ratio, in
terms of total liabilities to total assets, also slightly declined
from 0.42 as at 31 December 2011 to 0.41 as at 30 June
2012. The decrease in gearing ratio primarily reflected
that percentage decrease in total liabilities was higher than
decrease in total assets. The Group intends to restructure
existing bank borrowings from short term bank borrowing
to long term bank borrowing in 2012 in order to enhance
the Group’s liquidity.
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Kwang Sung Electronics H.K. Co. Limited
REEFEERRAA

Management Discussion and Analysis

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.

The Group is exposed to foreign currency risks, mainly
due to its sales and purchases which are conducted using
United States Dollars (“USD”) and Japanese Yen (“JPY”),
and operating expenses paid in Korean Won (“KRW”) by its
Korean operation.

As the Hong Kong Dollar (“HKD") is pegged to the USD
and Renminbi (“RMB”) is adjusted within the daily
fluctuation range under 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 the foreseeable
future. In the instance where short-term imbalance occurs,
the Group will take necessary steps to ensure that net
exposure to other currencies such as JPY and KRW is
maintained at an acceptable level. The Group will continue
to closely monitor exchange rate trends.

Investment Activities

The Group did not make any material acquisition or
disposal of any of its subsidiaries or associated company
during the period under review.
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Management Discussion and Analysis

Charges on Assets

As at 30 June 2012, the Group’s certain assets with an
aggregate carrying value of HK$65,901,000 were pledged
to secure banking facilities of the Group.

Contingent Liabilities

The Group did not have any significant contingent liabilities
as at 30 June 2012.

Capital Commitments

As at 30 June 2012, the Group had total capital
commitments in respect of acquisition of property, plant
and equipment of HK$1,490,000.

Employees and Remuneration Policy

As at 30 June 2012, the Group had about 1,075
employees, including 29 based in Hong Kong, 966 in the
PRC, and 80 in Korea.

For the six months ended 30 June 2012, staff costs
increased by 4.2% from HK$43,160,000 for the
corresponding period last year to HK$44,954,000.

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 reference
to the Group’s overall audited results. Employees are also
entitled to other staff benefits including medical insurance
and mandatory provident fund.
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Kwang Sung Electronics H.K. Co. Limited
REEFEERRAA

Management Discussion and Analysis

BUSINESS REVIEW
Composite Components Business

For the six months ended 30 June 2012, the turnover from
the composite components business dropped by 4.0%
from HK$131,426,000 in the corresponding period last
year to HK$126,204,000. This decline was mainly due to
decrease in sales price caused by the shrinking customer
demand for and changes in technical specification of
tuner modules for home audio systems amidst the fast-
changing technological and electronic markets. Sales of the
composite components business contributed 54.3% to the
Group’s total turnover.

The turnover from tuner modules for home audio systems
decreased by 36.7% to HK$36,683,000 (six months ended
30 June 2011: HK$57,953,000), accounting for 29.1% of
the total turnover of the composite components business.
However, the Group was able to leverage the fast-growing
mobile devices market arising from the proliferation of
smartphones and tablet personal computers by launching
a new item in its dual docking systems line for mainstream
smartphones from a leading electronic manufacturer
located in the PRC, thereby boosting its shares in the
home audio market. As a result, the Group recorded
HK$10,281,000 in new sales of dual docking systems
during the review period.
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Management Discussion and Analysis

Sales of tuner modules for car audio recorded
HK$29,990,000 during the period under review, a drop
of 14.4% compared with HK$35,052,000 in the last
corresponding period, accounting for 23.8% to the total
turnover of the segment. The decrease in sales of tuner
modules for car audio was attributed to a decline in
sales to aftermarket customers in the PRC whose export
market customers were adversely affected by deteriorating
economic conditions in Europe and America. Despite
the drop, the Group managed to maintain before market
demand in the PRC and Korea, and expected to increase
its market share to meet the rising demands for automotive
use in both regions in the coming periods.

In view of the reduced customer demand of traditional
home tuner products, the Group has gradually shifted its
business direction to multi-function electronic devices,
especially the automotive-focused products. In line with
this strategy, the Group has recorded solid growth of 37.4%
in sales of antenna module for automotive applications
such as audio/video and navigation (“AVN") systems.
Turnover from its antenna module was HK$19,925,000,
representing 15.8% of the total turnover of the composite
component business.

The Group has also been working closely with one of its
target customers to organise business collaboration in
order to launch new wireless consumer products in the
second half of this year, although revenue from wireless
solutions recorded a decrease of 10.1% to HK$18,567,000
for the period under review compared with HK$20,663,000
in the corresponding period of 2011. However, the sales
of the Hi-Pass modules for electronic toll collection system
(“ETC”) in Korea launched last year recorded rather solid
growth during the period under review. The turnover from
wireless solutions accounted for 14.7% of the Group’s
total turnover in the composite component business. The
Group is confident that the growing market demand and
its leadership in wireless solutions technology will enable
this segment to become solid foundation for the Group’s
revenues in the coming period.
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Kwang Sung Electronics H.K. Co. Limited
REEFEERRAA

Management Discussion and Analysis

The Group’s digital solutions in digital audio broadcasting
(“DAB"), digital multimedia broadcasting (“DMB”) and
hybrid digital radio (“HD Radio”) face keen competition
as well as price erosion in the industry. Turnover from this
product group decreased to HK$958,000 (six months
ended 30 June 2011: HK$10,624,000).

The Group continued to develop Wiretape™ application
technology for cars, smartphones, and flat televisions.
Although turnover from this product group were still minor
during the review period as the products were still under
test marketing by customers, the Group has continued to
work with customers to develop a diversified portfolio in the
Wiretape™ sector.

Unit Electronic Components Business

For the six months ended 30 June 2012, turnover from
the unit electronic components business dropped by
22.1% to HK$106,415,000 (six months ended 30 June
2011: HK$136,679,000), representing 45.7% of the
Group’s total turnover. The turnover from the transformers
for LCD and LED televisions as well as adapters for
mobile devices increased by 40.0% to HK$44,043,000
due to growing demand for automated production of the
customers in the PRC. Due to the general market trend
towards smart devices, the Group believes that transformer
products represent another potential profit growth engine.
Meanwhile, the turnover of manual intensive coil products
dropped 33.1% to HK$44,026,000 during the period
under review.

The Group continued to refine the prototype of a high
efficiency heat sink substrate which untilises the Group’s
existing ceramic forming, sintering and printing technology.
This highly efficient product enhances heat sink rate for
LED products including light bulbs and LED back light units
(“BLU") to sustain a longer product life and decreased
costs. The Group is aiming to start commercial production
by the end of 2012.
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Management Discussion and Analysis

Prospects

Looking ahead, the Group expects that the keen
competition and the weak sentiment in traditional
consumer electronics markets will continue to present
major challenges to the electronic industry. To alleviate the
production pressure, the Group has realigned its current
production to cater for the growing demand of multi-
function electronic devices such as television, automotive,
and mobile device related business segments. Leveraging
its solid relationship with its customers in the PRC and
Korea, the tuner module for car audio is expected to
provide momentum for the Group’s future growth. The
Group is also embarking on initiatives to extend business
opportunities for its newly launched products and expects
to see a better business results in the coming periods.

To grasp the dynamic smartphone and tablet personal
computer markets, the Group is focusing on the
development and commercialisation of the dual docking
systems which were launched in the first half of this
year, and new wireless consumer products which will be
launched in the second half of this year. The Group enjoys
a stable positive partnership with consumer electronic
manufacturing pioneers and is proactively engaged in
initiatives to expand new business opportunities which are
progressing well. The Group is one of the pioneer vendors
providing a dual docking system to a renowned electronic
manufacturer in the PRC for its mobile devices and tablet
personal computers. With the good sound quality of its
wireless solutions products, the Group is confident it can
secure new orders from other customers and extend its
business to other segments in the future.
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Management Discussion and Analysis

The Group is also pleased to see the growth potential in
transformer products for LCD and LED televisions as well
as adapters for mobile devices arising from an increase in
demand. In addition, the increasing adoption of automated
production among its customers in the PRC is expected to
accelerate the demand for this type of product. The Group
is now actively engaged in marketing transformers and
adapters for LCD and LED televisions to major customers.

DAB for AVN is a general market trend for European car
manufacturers, which is expected to improve the prospect
for the Group’s digital multimedia products in the upcoming
years.

The Group has completed the production facilities for
the newly constructed factory in Korea during the period
under review and expects to commence production in
the fourth quarter of 2012. The new factory will facilitate
the Group to expedite business expansion in the Korean
market. The new construction of the Group’s Baoying plant
in Jiangsu Province will be postponed to start from the
end of 2013 due to delay in the transfer of land use rights
from the local government. The Group’s Baoying plant is
expected to absorb subcontracting demand for Korea and
Japan markets. Overall, the production plants will raise the
Group’s production capacity and can effectively reduce the
subcontracting expenses in the long run.
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Management Discussion and Analysis

To cope with the challenges of intense competition and the
global economic slump, the Group will continue to launch
new products with high profitability leading market trends
and in anticipation of customer needs but in a prudent and
cautious way. Having foreseen the erosion of profit margin
of labour-intensive products due to increasing labour cost in
recent years, the Group has proactively adopted automated
production lines especially for unit electronic products in
its manufacturing plants, targeting at increasing demand in
televisions and adapters for smart devices. The completion
of the Group’s plants in Korea and Baoying will strengthen
the production capacity and enrich product portfolios
thereby further strengthening the Group’s leading position
in the electronics components market niches. The Group
will strive to expand its scope of business collaboration and
capture market opportunities in a bid to deliver satisfactory
returns to shareholders in the long run.

INVESTOR RELATIONS

The Group values its relationship with investors, and,
guided by its management philosophy, is committed to
maintaining transparency of operational performance
and strategic development plans. The management
communicates continually with analysts and institutional
investors and provides them with up-to-date 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 maintain
transparency.
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CORPORATE SOCIAL RESPONSIBILITY

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

Marketplace

In the interest of shareholders, the Group has worked
adhering to the business objectives of contributing to
the sustainable development of the electronics industry
and improving consumer electronics to heighten product
efficiency and deliver the best end-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 ISO/TS 16949:2002 on design and manufacture of
its car tuners and ISO 9001:2000 on production and
servicing of electronic products. These products would
include 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. The Group also frequently
received customers’ performance certificates that signified
recognition of the Group’s efforts and appreciation of
product quality.

The Company recognises the need and the cross-
fertilisation benefits of cooperation between industry
and academia. It hopes to ride on the resources of
universities and selected graduate schools to customise
training courses and programmes that can help develop
the business and professional competence of its people
for competing globally. In return, the Company provides
consultancy services, financial aid and internships to
university students.
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Management Discussion and Analysis

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 talent, 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 initiative when
appropriate. As part of the orientation procedure, all new
employees are required to go through programmes on
topics including internal control and information protection,
ISO and quality management systems.

The Group also arranges regular health checks for all
employees to ensure their health and therefore maintain
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
legislation.
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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 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, the
Group encourages double-sided printing and printing when
necessary only. The Group also relays energy-saving tips
to staff members through a daily learning program. In a
further commitment to society during the period under
review, the Company has also made donations to charities
to help the needy.
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Disclosure of Interests and
Other Information

DISCLOSURE OF INTERESTS

Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares and
Debentures of the Company or its Associated
Corporation

To the best of the directors of the Company’s knowledge,
information and belief, 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 (“SFQO”)) as at 30
June 2012, or which as recorded in the register required to
be kept by the Company under section 352 of the SFO or as
otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant
to Appendix 10, Model Code for Securities Transactions
by Directors of Listed Issuers of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) (the “Model Code”) (collectively
“discloseable interests”) are set out in the below table with
explanatory note:

Interests in Issued Shares of the Company
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Ordinary shares of HK$0.1 each
SREEO0.1BIZEBR

Interest of Total % of

controlled number of total

Beneficial corporation shares held issued shares

Name of directors owner ZEHEE BEZB 5 HEBTRMG

EEMSE BERnEEA 2R g #EME

Mr. Yang Jai Sung 114,582,000 59,500,000 174,082,000 53.75%
RIEEGE (note)
(FMF3E)

Mr. Hong Sang Joon 100,000 - 100,000 0.03%

SR
Dr. Kim Chung Kweon 20,000 - 20,000 0.01%

ZIEEEL

Note: 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
was deemed or taken to be interested in these ordinary shares
which are beneficially owned by Kwang Sung Korea under the
definition of SFO.
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Disclosure of Interests and
Other Information

At no time during the review period was the Company, its
subsidiaries or its associated companies a party to any
arrangement to enable the directors or the chief executive
of the Company (including their spouse and children under
18 years of age) to acquire benefits by an acquisition
of shares or underlying shares in, or debenture of, the
Company or its associated corporation.

Save as disclosed above, as at 30 June 2012, none of
the directors and/or the chief executive of the Company,
or their respective associates had any other discloseable
interests as required.

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 the 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 under the
Scheme.

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

REBEHATAER - ARF - KW
BT - AR QA ST S
2 BEARRESIRSITRA
B (BREFZEBERBTNARN
F&) EBWEBARE R, ok
EBER D - HERO RESF KB

93
Zs o
iy

BEXHEEN RZZT—=F<A
=+H BEARRZEER H&
BITBRABSKEE s SB@EALTHE
BIEREME TR 2 s o

RS
ARBR-FBZ=F /XA T/NARRA
— IR S ([&AH81)) - Btk -
ARRICESERERNBRAASEZ
BE  EF  BEMSEAARDED
ARBARARBRND CBREZRLD -
ZETEEEARAREELER 2B
BRABRMALRHERREM - &
ERREE=E—=F"ATHH
IETFRA—BEAERRERS - HZED
S Rtaxat 8 B D TR AE

FERZAT IS » [ B B O AL A B 1
BE B ITERGEH  REEM
N OEEHAAR G - IR RTT(EZ 3R



Disclosure of Interests and
Other Information

Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and
Underlying Shares of the Company

Below table and explanatory notes set out the persons (other
than the directors or chief executive of the Company)
who 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, as
at 30 June 2012:
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Ordinary shares of HK$0.1 each
BREEO0.1BTZEER

No. of ordinary Nature of % of the issued

shares held interest/Capacity share capital

Substantial shareholders BEZ - HE BT

FERR EZEREE 5% Bir#EB D

Madam Yang Kang Mi Young (note 1) 174,082,000 Interest of spouse 53.75%
REIZRTL (FHEL) [

Kwang Sung Electronics Co., Ltd. 59,500,000 Beneficial owner 18.37%
MREHAREE BB A

Mr. Kent C. McCarthy 38,902,000 Interest of controlled 12.01%
(“Mr. McCarthy”) (note 2) corporation
([McCarthy 524 1) (FF5E2) ZESEE 2

Jayhawk Private Equity Fund II, LP 38,902,000 Investment manager 12.01%

(“Jayhawk PEF”)
([ Jayhawk PEF])

Notes:

(1)

(2)

Madam Yang Kang Mi Young is the wife of Mr. Yang Jai Sung
and 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.

Mr. McCarthy was deemed or taken to be interested in these
ordinary shares through his indirect 100% control in Jayhawk
PEF. These interests were fully duplicated by those beneficially
owned by Jayhawk PEF.
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Disclosure of Interests and
Other Information

Save as disclosed above, the Company had not been
notified of any other interests required to be recorded in
the register kept under section 336 of the SFO as at 30
June 2012.

OTHER INFORMATION
Interim Dividend

The board of directors (the “Board”) of the Company does
not recommend the payment of an interim dividend for the
six months ended 30 June 2012 (six months ended 30
June 2011: Nil).

Corporate Governance Code

The Company is committed to achieve a high standard
of practices of corporate governance so as to ensure
the protection of shareholders’ interests with better
transparency. The Company has complied with the
code provisions as set out in the Appendix 14, Code on
Corporate Governance Practices during the period from
1 January 2012 to 31 March 2012 and the Corporate
Governance Code during the period from 1 April 2012
to 30 June 2012, of the Listing Rules throughout the six
months ended 30 June 2012.

Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code as the code
of practice for carrying out securities transactions by
the directors of the Company. The Company, having
made specific enquiries to all directors of the Company,
confirmed that throughout the six months ended 30 June
2012, all directors have complied with the code provisions
as set out in the Model Code. 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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Disclosure of Interests and
Other Information

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

There was no purchase, sale or redemption of the
Company’s listed securities by the Company or any of its
subsidiaries during the six months ended 30 June 2012.

Review of Accounts

The Audit Committee of the Company has reviewed and
discussed the accounting principles and practices adopted
by the Group, financial reporting process, internal control
matters of the Group and the unaudited interim financial
results for the six months ended 30 June 2012 with the
management and the external auditors of the Company.
The Audit Committee consists of a non-executive director
and three independent non-executive directors of the
Company who have appropriate professional qualifications
and experience in financial matters.

Publication of the Interim Results
Announcement and Interim Report

The interim results announcement has been published on
the websites of the Company at www.kse.com.hk and Hong
Kong Exchanges and Clearing Limited at www.hkexnews.hk.
The relevant interim report will be despatched to the
shareholders of the Company and made available on the
above websites in mid September 2012.

By Order of the Board

Kwang Sung Electronics H.K. Co. Limited
Yang Jai Sung

Executive Director

Hong Kong, 31 August 2012
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Independent Review Report

{2 7kPHa
Shzne'ZOzng,

43/F.,The Lee Gardens
33 Hysan Avenue
Causeway Ba

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 condensed consolidated financial
statements of Kwang Sung Electronics H.K. Co. Limited
(the “Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 28 to 60, which
comprises the condensed consolidated statement of
financial position as of 30 June 2012 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 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
“HKICPA”). The directors of the Company are responsible
for the preparation and presentation of these condensed
consolidated financial statements in accordance with HKAS
34. Our responsibility is to express a conclusion on these
condensed consolidated financial statements 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.

y, Hong Kong

o
B
&
.
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I

SHINEWING (HK) CPA Limited
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Independent Review 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 HKICPA. A review of
these condensed consolidated financial statements consists
of making inquiries, 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 condensed consolidated
financial statements are 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
31 August 2012
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Kwang Sung Electronics H.K. Co. Limited
HEBEFBEBERAA

Condensed Consolidated Income Statement
For the six months ended 30 June 2012

ERm e EER

BE-Z——FXA=THLKXER

Six months ended 30 June
BEAA=tTHILEARER

2012

—E——_F

Notes HK$’000
HfaE FET
(Unaudited)

(REEER)

3 232,619

(214,996)

Turnover EER

Cost of sales HEKAR

Gross profit EF

Other income and gains EmA R

Selling and distribution expenses ~ $4& K& $4F9 2

17,623
4,898
(8,320)

(15,107)

(15,805)

(5,962)

5 (22,673)

6 (1,645)

Administrative expenses T
Research and ERE
development expenses

Other operating expenses HEgEms
Finance costs REKAR
Loss before taxation BRI RI TR
Income tax expense FriSifsz
Loss for the period HiR &R

(24,318)

Loss for the period attributable to: & HARIE1E :

(23,611)
(707)

(24,318)

Owners of the Company AATHER A
Non-controlling interests FEPE R M A
Loss per share BREE 8

— Basic and diluted (HK cents) — EZRN#ESHE (GBL)

2011
—E——F
HK$'000
FAT
(Unaudited)
(REEEZ)
(Restated)
(E31)

268,105
(253,875)
14,230
5,457
(10,603)

(13,592)

(16,227)
(5,997)
(305)
(27,037)
(918)
(27,955)
(27,861)
(94)

(27,955)

(8.60)



Condensed Consolidated Statement

of Comprehensive Income
For the six months ended 30 June 2012
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BE—_E——FXA=tHL~EA

Six months ended 30 June

BEAA=tHLAEA
2012 2011
=E-——F —ZT——%F
HK$’000 HK$'000
FHExT FHTT
(Unaudited)  (Unaudited)
(RgEZR) (CREEZR)
(Restated)
(E=51)

Loss for the period

Other comprehensive (expense)

income:

HAfE 18

Hipzm (Fs0) Ha -

Exchange differences arising on FEIE E 9N EFS A= 4
translation of foreign operations 2 [ 5 Z= %8

(24,318) (27,955)

(4,063) 6,906

Surplus on revaluation SEFEE AT RET

of land and buildings held 2 B

for own use 3,868
Deferred tax relating to revaluation E{f#5{EHE it Mg

of land and buildings held IR IA

for own use (638)
Other comprehensive HEEMEE (X)) W

(expense) income EHERTIA

for the period, net of tax (3,996) 10,136
Total comprehensive expense  Hiff 2 MR X 4258

for the period

(28,314) (17,819)

Total comprehensive (expense)
income for the period
attributable to:

Owners of the Company
Non-controlling interests

FEMEEIEZm (FIs2)
WEs AR

EA/NSIE/ 2SN
FEFER R

(27,607) (17,921)
(707) 102

(28,314) (17,819)
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Kwang Sung Electronics H.K. Co. Limited
HEBEFBEBERAA

Condensed Consolidated Statement BRSBTS ARR R
of Financial Position

As of 30 June 2012 R-E——FxA=+H
At At
30 June 31 December
2012 2011
" n

—E——F —T—F
NA=+H +=—A=1+—H
Notes HK$’000 HK$'000
MIaE FHT T
(Unaudited) (Audited)
(REBER) (geE%)

(Restated)
(&%)
Non-current assets FRBEE
Property, plant and equipment ~ #72 - #23 K % 9 192,071 173,250
Investment properties LEmE 10 30,697 29,930
Goodwill EES - -
Club memberships GFTEfA 600 600
Intangible assets B EE 13,987 16,327
Investments in equity securities AR ARFE A51&E = -
Deposits for acquisition of EEYE - MR REE
property, plant and equipment 2 i%% 3,530 6
240,885 220,113
Current assets REEE
Inventories FE 63,932 64,009
Trade and other receivables FEUE 5 K H A BRFN 11 122,353 150,239
Amounts due from shareholders &A% 58 5118 8,478 8,478
Pledged bank deposits BIRMIRITIER 1,961 472
Bank balances and cash RITEHR IR E 54,291 109,710
251,015 332,908
Current liabilities REBEE
Trade and other payables B E 5 REMBRR 12 88,211 102,499
Tax payables JERIA 12,559 34,134
Bank borrowings RITEE
— due within one year - —FAEIE 13 78,447 73,962
Derivative financial liabilities TEEREasE 14 5,615 5,908
184,832 216,503
Net current assets REBEEFRE 66,183 116,405
Total assets less EEHABERABEE

current liabilities 307,068 336,518




Condensed Consolidated Statement

of Financial Position
As of 30 June 2012

Interim Report 2012
RS

ERERS P RIRR R

R=ZB——FXA=1H

At At
30 June 31 December
2012 2011
n »n
—E--F —T—F
ANA=+H8 t=—A=t+—H
Notes HK$’000 HK$'000
MasE FET FET
(Unaudited) (Audited)
(REBER) (JeE%)
(Restated)
(&%)
Capital and reserves EXR#E
Share capital A& AN 15 32,390 32,390
Reserves (B 258,480 286,087
Equity attributable to owners ~ ANAFHEH AEEER
of the Company 290,870 318,477
Non-controlling interests JEFE IR i 2 1,551 2,258
Total equity R 292,421 320,735
Non-current liability kRBEE
Deferred tax liabilities FEERIBEE 14,647 15,783
14,647 15,783
307,068 336,518
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Kwang Sung Electronics H.K. Co. Limited
KEBEFEBERAA

Condensed Consolidated Statement  fHBAGSERE R

of Changes In Equity

For the six months ended 30 June 2012 R=ZZE——FXA=+HIANEAR
Attributable to owners of the Company
ALTERAEL
Properties
revaluation Non-
Share  Share  Other Contribution  reserve  Statutory Exchange  Retained controlling Total
capital  premium  reseve  resenve ME  Resewe resee  profits Sublofal interests equity
Bx BARE Hfbd% LERE EREE iRk EXEE REE 0 FERER  GRs
(notea) ~ (note b) (note )
(ﬂ/@éa) (itb) (Hite)
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HKS000 HK$'000 HK$000 HK$000 HK$'000 HK$'000
AT Thr  TEr Thr TAr TEr TEr Thr TEr TEr TEn
For the six months ended
30 June 2011
At 1 January 2011 (audited)
2390 58566 0 9% 27 9376 (123N 2297713 Ik 262 33
Change in accounting policy,
adoption of HKAST2 BEEN
anendmert (n0fe 2) 247 (Hit2) - - - - - - - ¥ W - W
At 1 January 2011 WZ5——%-A-A
(as restated) (&51) 2390 58566 N 9%6 247 9376 (1123) 201% JLTT 262 3
Loss for the period HEEE (27861)  (27861) (%) (2795
Other comprehensive icome.— HHEMZEYREE
forthe period - - - -3 - 6710 - 990 19% 10,136
At30June 2011 (unaudied)  R=F-—FRA=TA
(RE%H%) 0390 58566 00 9946 BATT 936 (452) 2027 303806 2724 356530
For the six months ended BE-E-C&
30 June 2012 ABZTALAER
At 1Jenuery 002 (audted) — AZE-—F-A-B
(27 2390 58566 01 848 312 10215 (7321) 19220 3491 2258 327219
Change inaccounting polcy, SR EE) - 54
adopton of HKAST2 BReENZ 2R
amendment (note 2) BT (H3k2) - - - - - - - (6Bl (6514) - b5l
A1 January 2012 (as restated) 1A =F——%-F-H
(E51) 2390 58566 0 848 B2 1025 (7320) 192706 318477 2258 3073
Loss for the period 2HER - - - - - - - (36l (B61) (707 (24318)
Other comprehensive income~ BREH2ENE
(expense) for the perod (%) a8 - - - - 67 - (4083) - (39%) - (39%)
At30 June 2012 (unaudlted)  H=F--FRA=TR
(REEH) 32390 58566 00 8478 2329 10215 (11384) 169095 290870 1561 292421
(@)  Other reserve (@  HftfEE

Other reserve represents the acquisition/disposal of partial
equity interests of subsidiaries with non-controlling shareholders

without changes in control. fe At w o
(b)  Contribution reserve (b) HERZE

Contribution reserve represents contributions from shareholders

for indemnity liabilities payable for periods prior to 30 June BRI AR 2 AR ERELE -
2003.

(c)  Statutory reserve () EEREE
The statutory reserve fund is non-distributable and the EERBBETADIK - SRESE RS

transfer to this reserve is determined by the board of directors
in accordance with the relevant laws and regulations of the
People’s Republic of China (the “PRC”). This reserve can be
used to offset accumulated losses and increase capital upon
approval from the relevant authorities.

) R EREE - —f
A -

HAEEE IR B 2 R T
REEE G ek NG )

HEREHEERRE —ZT=FA=1

ENHEESRPEARKME ([

BHE

RHLIE - SRR BRI R AR &



Condensed Consolidated Statement

of Cash Flows

For the six months ended 30 June 2012
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BE—_E——FXA=tHL~EA

Six months ended 30 June
BEAA=tTHIEARER

2012
—E—_F
HK$'000
FET
(Unaudited)
(REER)

Net cash used in
operating activities

RERBAZIREFR

(27,035)

(32,944)

Net cash used in WEEESFTA RS F5E
investing activities
Net cash from REEEB RS FE

financing activities

4,704

Net decrease in cash and
cash equivalents

Effect of foreign exchange
rate changes

Cash and cash equivalents
at 1 January

A MRS EEBY IR FER

EkEBTE

R—A—BZRE
MREEEY

(55,275)

(144)

109,710

Cash and cash equivalents at
30 June, represented by
bank balances and cash

WRA=+tHZR®
MRESEHEY) -
THERITHESR MRS

2011
—F——F
HK$'000
FAT
(Unaudited)
(REEEZ)

(38,401)

(29,485)

29,305

(38,581)

(218)

133,505

94,706
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Kwang Sung Electronics H.K. Co. Limited
REEFEERRAA

Notes to the Condensed Consolidated
Financial Statements

For the six months ended 30 June 2012

1. Basis of Preparation

The condensed consolidated financial statements
have been prepared in accordance with the Hong
Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA") as well as 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”).

2. Principal Accounting Policies

The condensed consolidated financial statements
have been prepared on the historical cost basis
except for certain financial instruments and
properties, which are measured at revalued amounts
or fair values, as appropriate.

Except as described below, the accounting policies
and methods of computation used in the condensed
consolidated financial statements for the six months
ended 30 June 2012 are the same as those followed
in the preparation of the Group’s annual financial
statements for the year ended 31 December 2011.

In the current interim period, the Group has applied,
for the first time, the following amendments to Hong
Kong Financial Reporting Standards (“HKFRSs”)
issued by the HKICPA.

HKFRS 1 (Amendments)  Severe Hyperinflation and
Removal of Fixed Dates for
First-time Adopters

HKFRS 7 (Amendments) ~ Disclosures — Transfers of
Financial Assets

HKAS 12 (Amendments) Deferred Tax: Recovery of
Underlying Assets

AR S B R R I

—E-CFARA=THLANER

A BB

AERRA MHRRERRES
MARSMARARES LR
8l ([ L4281 1) Mgk 16 RiE A
ZRBERERE  YEMTES
B ARBA 2B BRI E
RIS 345 (R A B RE | 24

E o

FEEFER
R A B HRCRIBESL K
AEERE  EETERTAR
MEARERE SRR AAEET
B BHIEER -

BIATHESN BE—F——
FARA=TBIEAREAZ R
BB MERFIRA 2 S5 BRINA
KAt B ERRHAREEE
T——F+_A=+—HIEFE
EFFAMBHRRMAE B -

RAFR AR - NEE ERRA
mMEBGFE AR EEY
BmEEL ([FEMBREE
A1) Z THNERTA o

BRMBHRE BERBKRR
ERIFE 1% BUH & REH
(fE3TA) EHETE RS

BAMBHRS KE - 2REE
ERE 75 B

(1B3TA)
B gatER| EERIB i
125 HBEEE

(fE3TA)
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Notes to the Condensed Consolidated fSER%R S B ISR R M=

Financial Statements
For the six months ended 30 June 2012 BE-_E——FXA=tHL~EA

2. Principal Accounting Policies
(Continued)

Amendments to HKAS 12 Deferred Tax:
Recovery of Underlying Assets

Under the amendments to HKAS 12 “Deferred
Tax: Recovery of Underlying Assets”, investment
properties that are measured using the fair value
model in accordance with HKAS 40 “Investment
Property” are presumed to be recovered through
sale for the purposes of measuring deferred taxes,
unless the presumption is rebutted in certain
circumstances.

The Group’s investment properties are situated in
PRC and Hong Kong, which are measured using
the fair value model. As a result of application of the
amendments to HKAS 12, the directors reviewed
the Group’s investment properties portfolios as at
31 December 2011 and concluded that the Group’s
investment properties situated in Hong Kong and
the PRC amounting to HK$6,000,000 (2010:
HK$5,100,000) and approximately HK$23,930,000
(2010: Nil) respectively are not held under a
business model whose objective is to consume
substantially all of the economic benefits embodies
in the investment properties over time, and that the
presumption set out in the amendments to HKAS 12
is not rebutted.

As a result of the application of the amendments to
HKAS 12, the Group has recognised deferred taxes
on changes in fair value of the investment properties
located in the PRC. On the other hand, the Group
does not recognise any deferred tax on changes
in fair value of the investment properties located
in Hong Kong as the Group is not subject to any
income taxes in disposal of the investment properties
in Hong Kong.

TEEFENE 125IETH
THZIER] - W EIHERA & &
RIEFEESAEIFI2NR 2
BRI RN IR : WEHEE
El SHERERER - [RIEF
BARREETERTHAE @ &
RBEGFEAFEIR [KRE
MEIAARBEBEAFTEZR
BMERRAEBHERDE
ARME(E e

- SE ok &= 8 Y/ E DEIVANGEE
REE LAAAEBEGE-
AEAEEGTENFE IR
B EFCEHARZER -
Z-——F+-A=+t—Hz&
BEMFEHES > AR BN FE
hEBENREMEHES (BE
% Bl /6,000,000 T ( = &
—Z 4 : 5,100,000/ 7T) K4
23,930,000/ 7T (= —F4
&) WIRmERK (RENR
HEZREMEMBE ORI
RENR) 156 @ RUEERE
BRI 1257 PrEt 2 (RER

AEAEAGFENE IR
BRI - AEE RN PR
REMERIRBEIEBDERR
FERIE » Z—0H © HRAEKE
BEARNBEHNEA L EREME
MaIBZ SR - B SRE I &
ERAMNEFBNREMEZA
REZEHMESE ZEFBEER
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Kwang Sung Electronics H.K. Co. Limited
KEBEFEBERAA

Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

2. Principal Accounting Policies
(Continued)

Amendments to HKAS 12 Deferred Tax:
Recovery of Underlying Assets (Continued)

The amendments to HKAS 12 have been applied
retrospectively, resulting in a net increase in
the Group’s deferred tax liabilities amounting to
approximately HK$6,514,000 as at 31 December
2011. The corresponding adjustment has been
recognised in retained profits. In addition, the
application of the amendments has resulted in a
reduction of the Group’s income tax expense for
the six months ended 30 June 2011 amounting
to approximately HK$65,000 and hence resulted
in a decrease in the loss for the period for the six
months ended 30 June 2011 being amounting to
approximately HK$65,000.

Summary of the effect of the above change
in accounting policy

The effect of the change in accounting policy
described above on the results for the current and
preceding interim periods by line items presented in
the condensed consolidated income statement is as

follows:
Decrease in income RS R
tax expense
Net decrease in loss HNEEF R

for the period

RS MR M

—E-CFARA=THLANER

FTEEFBUR ()

TEEFENE 125IETH
THZIER] - W EIHERAE & (M)
FEGAHERF 2 2EFTE
EPER - HARER _—F——
F+Z A=+ RAZEEHIEE
fEIFIE IN496,514,00078 7T - 48
&2 BB ERERNIRE LM ° It
S REREIERARERE
—E——FRA=THIERER
Z P15 1 BA SRk 4> 4 65,0008
T EMEHEE—T——FX
A=1H1E2NER BREEET
P& #765,000# T °

LR EAUREZHERE

LR BB R A 1
3R 2 5T B SR AR b
SRR SARPTIAR 2 BB T

Six months ended
30 June
BZEAA=tHLAER
2012 2011
=B-—=F —T——F
HK$’000 HK$'000
TFHExT FAT

(65)

65



Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

2. Principal Accounting Policies
(Continued)

Amendments to HKAS 12 Deferred Tax:
Recovery of Underlying Assets (Continued)

Summary of the effect of the above change
in accounting policy (Continued)

No change is noted for the six months ended
30 June 2012 as the fair values of the investment
properties remain the same as at 31 December
2011.

The effect of the change in accounting policy
described above on the financial position of the
Group as at the end of the immediately preceding

Interim Report 2012
—E——Fh ks

RS MR HRR M

BE-_E——FXA=tHL~EA

2- $CE| n‘Hﬁlﬁi (F

TEEFENE 125IETH
THZIER] - W EIHERAE & ()
LHEA KB HEGE
(%)
REBEE=ZT——FA=TAHI
NEA - WEMEZAA(EER
—E——f%+-_A=t—HMH
R - ML EWEEE -

BEL-—RBAPRFE (BI=F
——&+ZA=+—H) kit
S HREBUAKET BN

financial year, i.e. 31 December 2011, is as follows: ZREIT ¢

At At

31 December 2011 31 December 2011

(originally stated) (restated)

RZB-——F RZB——%F

+=A=t+-H Adjustments +=F=+-H

(REL5) AR (2]

HK$'000 HK$'000 HK$'000

TET THL THL

Deferred tax liabilities ERFEEE (9,269) (6,514) (15,783)

Total effect on net assets HEEFE BYE (9,269) (6,514) (15,783)
Retained profits, total REEF - Hign

effect on equity 2EYE 199,220 (6,514) 192,706
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Kwang Sung Electronics H.K. Co. Limited
KEBEFEBERAA

Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

2. Principal Accounting Policies
(Continued)

Amendments to HKAS 12 Deferred Tax:
Recovery of Underlying Assets (Continued)

Summary of the effect of the above change
in accounting policy (Continued)

The effect of the change in accounting policy
described above on the financial position of the
Group as at the beginning of the comparative period,
i.e. 1 January 2011, is as follows:

RS MR M

&

2.

——FARA=THLEANEA

$c = n‘HﬁlK (

TEEFENE 125IETH
HZ &5 - EEREEE (8)
LHEAHKERZ ZEGE
(#)

R Z 918 (A —F——
F—HA—H) LlestBxR
BUAREEMBGRR 2 BN
T

At 1 January 2011 At 1 January 2011

(originally stated) (restated)

R-B——F§ R-B——F§

—A—H Adjustments —B—H

(REL5) AR (27)

HK$'000 HK$'000 HK$'000

AT THT TET
Deferred tax liabilities EEREEE (7,880) 365 (7,515)
Total effect on net assets HEEFECBYE (7,880) 365 (7,515)

Retained profits, total REEF - Higs

effect on equity JEYE 249,773 365 250,138



Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

2. Principal Accounting Policies
(Continued)

Amendments to HKAS 12 Deferred Tax:
Recovery of Underlying Assets (Continued)

Impact on basic and diluted loss per share

Interim Report 2012
RS

RS MR HRR M

BE—ZE——EXA=+tHI~EAR
2. FTEEHEXR @

FREENE125EEH
IHZMEE  EEREE ()
HEREAREEIERZXE

Six months ended

30 June
BZEAA=tHLAER
2012 2011
=B—=F —T—FF
HK cents HK cents
AL Pl

o

Basic and diluted loss
per share before
adjustments
Adjustments arising from
change in accounting
policy in relation to:
— application of
amendments to
HKAS 12 in respect of
deferred taxes on
investment properties
Reported basic and Fir
diluted loss per share

ERERA

FEASREA R EER

R R BT

- EREBEFERE 1257
ZIERTNREMEZ

ERCBRERREEER

(8.62)

0.02

(8.60)
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Kwang Sung Electronics H.K. Co. Limited
HEBEFBEBERAA

Notes to the Condensed Consolidated fSER%R S B ISR R M=

Financial Statements

For the six months ended 30 June 2012 BE-Z——FxA=1+HILNER

3. Turnover and Segment Information 3. ZXZEESEHER

The principal activities of the Group are the AEEEZERERERHEEST
manufacture and sale of electronic components. Toi o
Turnover represents the sales value of goods EEBIHETER ZEMAEH
supplied to customers less goods returned and trade EEE HREERESHM -
discounts.
The following is an analysis of the Group’s turnover AR ARER S8 REEER
and results by reportable and operating segments: Al 2 MR EEDEBFIIEZ DT ¢
Composite components  Unit electronic components Total
Six months ended 30 June  Six months ended 30 June  Six months ended 30 June
At BUETnH @it

BEAR=TRLAER BEAA=TALAER  BESA=TALAMER

2012 2011 2012
“E-ZF “%—% Z%-2f %
HK$'000 HK$000  HK$'000 H

T TAL TiEn
(Unaudited)  (Unaudited) (Unaudited) (Una

2011 2012 2011
——f ZB-2f —T——%
K$000  HK$'000 HK$'000
TAL Ti#n TAL
udited)  (Unaudited)  (Unaudited)

(REEG) (REER) (RERE) (REER) (REEK) (REED)

Segment turnover AHEER 126,204 131,426 106,415 136,679 232,619 268,105
Segment losses HHEE (17,015) (10,556) (27,571) ERErXEI)
Unallocated operating AMEDEEE R
income

~Fairvaluechangeon - {TESRERE

derivative financial LRREE

liabilities 5 293 305
- Others - Eft 4,605
Loss before fax BRER (22,673)

The entire segment revenue reported above is from AT 5 BB R RRIE 2R B SNED

external customers. = o
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Notes to the Condensed Consolidated fSER%R S B ISR R M=

Financial Statements
For the six months ended 30 June 2012 BE-_E——FXA=tHL~EA

3. Turnover and Segment Information 3. EXZHERHHPER (@)

(Continued)
AR ARERZ EEKRA2®RK
1B D ERFTEZ DA -

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

Composite components Unit electronic components Total
Sk Big77k it
M At M At A At

30 June 2012 31 December 2011 30 June 2012 31 December 2011 30 June 2012 31 December 2011
W-B-2f  H-R-F  RSB-2F RCE-F WIB-2F RoEf
oY 8 o O e P2V 8 o S = ARZTR tZRZt-B
HK$'000 HK$000 HKS$'000 HK$000 HKS$'000 HK$000
TR T TERL Thn T Thr

(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audtted)

(%E%H) (25 (%E%H) () (%E%H) ()

(Restated) (Restated) (Restated)

(E51) (&51) (&5)

Seqent el huEE Illizliill el 55 Rl 605 R
Unallocated assets FAREE

- Bank balances and cash -BOERRES 54,291 109,710

- Pleiged bank deposit - BERSOER 1,961 n

- Others -Efh 68,553 75,309

Consoldated assets GREE 491,900 553,021

All assets are allocated to reportable segments FrEEENEER 2FHD D + iR

other than bank balances and cash, pledged bank
deposits, part of other receivables, amounts due
from shareholders and club memberships. Assets
used jointly by reportable segments are 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.

TRBEERRE  EEMRRITE
K BB B EURRSR  FEULAR
RRBEUAREMEERI - 7]
EWRN LR BETIRERD
fig o

RESHE
AR E— R T FR GBS
B DERESHIRENE
FiZ AN o itk - ARER EF
FTiRS 2 S R 5 B — IR
THFRIE
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5. Loss Before Taxation

RS MR M

BE-_E——FA=tHL~EA

5. BRBAIESE

Six months ended

30 June
BZABA=1THIAEA
2012 2011
—EB——F —ZT——%F
HK$’000 HK$'000
BT FHTT
(Unaudited)  (Unaudited)
(RE&EZ) OREEZ)
Loss before taxation is arrived B B BB A HIBR
at after charging (crediting): (5 A) :
Allowance of inventories FEREE GTAHSEKRA)
(included in cost of sales) . X 794 9,124
Amortisation of intangible mIPEERE
assets (included in research  (FT AHBFEEBRIS)
and development expenses) ) ‘ 576 584
Cost of inventories recognised R AR 2 FERKA *
as an expense * ) N . 214,996 253,875
Depreciation of property, Y% - MEREREIITE
plant and equipment 6,823 6,838
Minimum lease payments HEME 2 &EHE T
under operating leases in ZERENR
respect of rented properties 3,029 2,545
Impairment loss recognised ~ JEIRE ZIEF 2
on trade receivables PR R(EE R
(included in other (GtAEME&EZR%Z)
operating expenses) -
Revaluation deficit recognised T RIEF 2 B RS (L
on land and buildings EiE GTAEMEERY)
(included in other
operating expenses) o -
Impairment loss recognised FRE 2 BRERRERE
on patents (Included in (FrAEMEERRE)
other operating expenses) - B -
Decrease in fair value of PTEemAR
derivative financial liabilities A7 B{EH D (305)
Net foreign exchange losses [ 5 &1 558 837
Increase in fair value of REYZER R EEEN
investment properties (900)
Gain on disposal of property, HEWE - #2E L&
plant and equipment pal & (3,040)
Interest income SN (126)
Rental income (Net of HEWA (R
outgoings of approximately 24,0007 7T
HK$24,000 (:gf_fﬁ
(2011: HK$23,000)) 3,000 7T)) ) (156)
Reversal of impairment loss ~ JEYE SRER .2 B 1R
recognised on trade R (BB 18 o
receivables (included (BT AE MU A Rz )
in other income and gains) (322)
& Cost of inventories recognised as an expense includes * ERRBALZ FERANBER

an aggregate amount of approximately HK$7,178,000
(2011: HK$13,331,000) relating to allowance of
inventories, 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.

BT ERTHMRETZEE
HER S 2 #5R47,178,00078
7t (== ——% : 13,331,000
L) - WEFA LRERHE
ZEFIEENA °
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Financial Statements

For the six months ended 30 June 2012 BE-ZE——FxA=1HILANEA
6. Income Tax Expense 6. FEHEX
Six months ended
30 June
BEANA=THLEREAR
2012 2011

B —ZT——fF
HK$’000 HK$'000
FExT FAT
(Unaudited)  (Unaudited)
(REE®R) (CREER)

(Restated)
(E731)
Current tax AR E
Hong Kong Profits Tax EBFEH
Provision for the period 7R AR B -
PRC Corporate Income Tax  H B> 37155
Provision for the period IR AR B 308
Under-provision in prior years @{EFE 2 BET 2 20
328
Korean Corporate Income Tax BEEj1>% S
Under-provision in prior years @EFE 2 BER T 655
983
Deferred tax EEFE
Reversal of temporary e EPSE i cawd 3|
differences (1,149) (65)

1,645 918




Kwang Sung Electronics H.K. Co. Limited
REEFEERRAA

Notes to the Condensed Consolidated
Financial Statements

For the six months ended 30 June 2012

6. Income Tax Expense (Continued)

(i) No provision for Hong Kong Profits Tax has
been made for the six months ended 30
June 2012 and 30 June 2011 as the Group
does not have any assessable profits subject
to Hong Kong Profits Tax for the six months
ended 30 June 2012 and 30 June 2011.

Provision for the PRC Corporate Income Tax
for Shenzhen Kwang Sung Electronics Co.,
Ltd. (“Shenzhen Kwang Sung”), Kwang Sung
Electronics Trading (Shenzhen) Co., Ltd. and
Baoying Kwang Sung Electronics Co., Ltd.
(“Baoying Kwang Sung”) are calculated at
25% (2011: 24%), 25% (2011: 25%) and
25% (2011: Nil) of estimated assessable
profits for the periods, respectively. However,
since Baoying Kwang Sung is granted certain
tax relief under which is exempted from PRC
Corporate Income Tax for the first five profit
making years and entitled to an income tax
reduction to 12.5% for the next five years. No
provision of PRC Corporate Income Tax has
been made as Baoying Kwang Sung did not
have any assessable profits subject to PRC
Corporate Income Tax for the period ended 30
June 2012.

e SRR M

—E-CFARA=THLANER

6. FRfIBiR> (8)

HRASEBEHZ=-Z
——H®RNA=t+HE=-Z
——EXA=FHINA
B s B AT S B RS
ERBEH - MREE=
T ——FRZT——FN
A=+H81ENEARE
EBFISBEL A -

FINHEETHRERF
(TFERIKHED KEE
TES (R BRA A
FEERXEETHARA
Al ([BEEXE]) 2HhE
EMSRBEETAEE
HARR S RT RS © 9
BiE25% (— B ——4£ :
24%) ~ 25%( = & — —
F:25%) k25% (=%
—— & E) iTE A
i BELXEERTHE
ER - BURE R EEF
FEAREPEADEMS
o WRkBRFZAE
TRIEHRZE 12.5% - |
ERCEREBEZE_ZT——
FRAZTH LMY &
R B R B E TSR
wm Al SRR AT
SBEL R -
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Notes to the Condensed Consolidated fSER%R S B ISR R M=
Financial Statements

For the six months ended 30 June 2012 BE-Z——FxA=1+HIANER
6. Income Tax Expense (Continued) 6. FrEHESZ (4)
(i) (Continued) i (&)

The basic Korean Corporate Income Tax rates
for the year starting on or after 1 January 2011
are 10% on the first KRW200 million of the tax
base and 22% for the excess. Since 1 January
2012 and thereafter, the rates are 10% on
the first KRW200 million, 20% from the tax
base between KRW200 million and KRW20
billion, and 22% for the excess. In addition to
the tax rate, there is a resident surcharge of
10% on the income tax liability. No provision
for taxation has been made for the six
months ended 30 June 2012 as there are no
assessable profits subject to Korean Corporate
Income Tax. For the six months period ended
30 June 2011, the Korean Corporate Income
Tax was calculated at 10% of the estimated
assessable profits.

(i) In prior years, Hong Kong Inland Revenue
Department (the “HKIRD”) issued demand
notes for additional tax payables in relation to
the 50:50 offshore claims for profits derived
from manufacturing activities carried out by
Shenzhen Kwang Sung. On 30 December
2011, the tax representative of the Group sent
a compromising letter to the HKIRD for the
settlement of the above tax demand notes. The
HKIRD agreed to the compromise and issued
tax returns to the Group in February 2012.

During the six months ended 30 June 2012,
the tax reserve certificates of approximately
HK$23,380,000 included in other receivables
had been fully utilised to settle the above
mentioned tax payables.

H-ZE——F—A—H%
LAERIIE 2 8 - BiLER
BH2REE CERNERH D
EMBMEARLON B
iz # 10 Al B22% - B
—E——F—A—HKH
% B2EBEZHRA
10% ' 218 82 [B = 20018
BEZHEA20% ' B
ZED B R 22% o &R
EHN - ELFTSTR B EE
W10% & & M a0 o 6
AN R S ER B O 2E P
1S5 2 FERRA R R A « B
2-F——%,XA=+H
LE7X{E A 9 £ 1R Bl a2
H-BE_ZT—F~A
=+ HIENER R - 52
Bl 1 2 PR S BiIR(E ET E AR
FimAlz 10% 518 o

BERE  BETKRE
HEESNER B AE - SR
e BT 2 RIS TES
Fr 2 A& 2 1) 42 B 50:50
BEHR A&
+-A=+H " A&EEH
BRERABBRIS B
N B E T
W - BAKBRZZ
o WRZE——F =
ARZAEEREHE -

REE_ZT——FA
=t+RHIEAEA - BELY
23,380,0007%8 It 2 f#EFi 5
(GFABWKEMER) B
22 AEBEUA L RS
15 o



Kwang Sung Electronics H.K. Co. Limited
REEFEERRAA

Notes to the Condensed Consolidated
Financial Statements

For the six months ended 30 June 2012

6. Income Tax Expense (Continued)

(i)  In 2012, the Group is arranging advanced
pricing arrangement with Shenzhen Local
Tax Bureau concerning Shenzhen Kwang
Sung’s transactions with group companies.
During the process, the Shenzhen Local Tax
Bureau demanded additional tax in respect
of prior years transfer pricing adjustment.
An estimated tax provision of approximately
HK$1,528,000 has been made for the six
months ended 30 June 2012. As at 30 June
2012, the negotiation is still in progress.

7. Dividends

No dividends were paid, declared or proposed
during the interim period (six months ended 30
June 2011: Nil). The directors of the Company do
not recommend a payment of interim dividend (six
months ended 30 June 2011: Nil).

8. Loss Per Share

(i)  The calculation of basic loss per share is
based on the loss for the period attributable
to owners of the Company of approximately
HK$23,611,000 (six months ended 30
June 2011 (restated): loss of approximately
HK$27,861,000) and the weighted average
number of ordinary shares of 323,897,000 (six
months ended 30 June 2011: 323,897,000)
in issue during the six months ended 30 June
2012.

(i)  There were no dilutive potential ordinary
shares during the six months ended 30 June
2012 and 2011, therefore, diluted loss per
share is the same as the basic loss per share.

AR S B R R I

—E-CFARA=THLANER

Er 15 %t B 32 (40

(i) R=B—=—%F A&EFHHE
I 5 B B L A
I EEEBR AT 2R
S BHEBLH - B2
ORI BS B iE
FFEEERTECARE
KEAARBINOTER - BE
—E——FXA=FTHL
ANEA - MAREBEENR
1,528,000/ 7T H & =
T——FXA=1+H &
FHDAREAE -

iFg=)

e R AR © BIRK
BHERS (BE-T——4Af
S+BIEREA &) - ARA
EETRBRMA RS (BE
—E——FXA=Z+ALAE
A ) e

BiEE
) SREABARBRAR
RPN AR

4923,611,0007 ¢ (B =
—E——FXA=THIL
ANEA(E3)): BEY
27,861,000 7T) &R E
E-FE——FXA=1H
IEAEAEBTEBRR Y
4 SF 5 323,897,000
(B2 ——4&X
A=+H1EAMEA:
323,897,000 %) 5t& o

(il ARFARBEZZT—=F
F—F——FXA=+H
LENE A fE A g S
2B - MRS
EEREGREANEER
ﬁ °



Notes to the Condensed Consolidated
Financial Statements

For the six months ended 30 June 2012

9. Property, Plant and Equipment

The Group’s land and buildings held for own use
were revalued as at 30 June 2012 and 31 December
2011 at their open market values 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 not connected
with the Group which has staff members of the
Hong Kong Institute of Surveyors. A revaluation
deficit on land and buildings located in Korea of
approximately HK$1,756,000 (six months ended 30
June 2011: Nil) was recognised as other operating
expenses in profit or loss. On the other hand, a
revaluation surplus on premises located in Korea of
approximately HK$80,000 (six months ended 30
June 2011: HK$3,868,000) was transferred to the
properties revaluation reserve, net of deferred tax
of approximately HK$13,000 (six months ended 30
June 2011: HK$638,000) was recognised for the six
months ended 30 June 2012.

During the six months ended 30 June 2012,
the Group acquired items of property, plant
and equipment with a cost of approximately
HK$28,163,000 (six months ended 30 June 2011:
HK$32,609,000). In addition, the Group disposed
of certain fully depreciated property, plant and
equipment with cash proceeds of approximately
HK$113,000 (six months ended 30 June 2011:
HK$3,040,000), resulting in a gain on disposal of
approximately HK$113,000 (six months ended 30
June 2011: HK$3,040,000).

Interim Report 2012
T FREWmE

AR S ISR R I =T

——FARA=THLEAEA

WX WRRR
RZE——FRA=TAKR=Z
—F+ZA=+—H " 85K
SERBEEERZ THREFZ
AFRTEETER - BED2ZE
B —H#[E RIEREEWEZ KR
CRAEMISRE - ZS(HERE
$%Eﬁﬁ%@2%ﬁ%¥ﬂ%
BRI EETEEEERA
T A$@EIEE%W;%
BaKE o URERZ TR
BFEMEEL 1,756,000
T(BE—E——FA=1+H
JJ:/\f.H b /43\) ¥ EE/\‘\ETE%T@
RAEMLERS - Z—HHE
R 2 MESEBBRA R
80,0007t (HE=Z——F /X
A=+HI1/"EA : 3,868,000
/%7'5) EREE_ZT——F~A
=T HIEANEAESREYES
EHE EREHMREEHIELD
13,0007 (BE=T——%F~
A=+HIE/"EA : 638,000
JT) e

RBEEZE_ZEZ——F~A=+
BLEANBEA AREBEBUY
28,163,000 L (& = = =
——EXNA=FTHIENEA :
32,609,000/ Jt) B & ¥ % -
7%%%&*“1% BN ANEBE B
& T 1538 € %9113,0007%8 7T
(ﬁé_f——iﬂﬂf+5¢
7518 B : 3,040,000 7T) HE
ETETFE2HNEZYE - #
EREE MMELDEKES
SFEA 1130008 T (2T
——FXRNA=F+BIENEAR :
3,040,000787T) °
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10. Investment Properties

The Group’s investment properties were revaluated
as at 30 June 2012 and 31 December 2011 at their
open market values. The valuations as at 30 June
2012 and 31 December 2011 were carried out by
Vigers Appraisal & Consulting Limited, which is
independent professional surveyors not connected
with the Group and has 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$900,000 (2011:
HK$900,000) has been recognised in profit or loss
for the six months ended 30 June 2012.

11. Trade and Other Receivables

RS MR M

BE

10.

11.

Trade and bills receivables FEUE 5 R EBIR
(net of allowance for (Fkr REREAE)
doubtful debts)

Short term loans to key AEEEREAB
management personnel M EIRHEHER
and employees

Tax reserve certificates #EH (fFEEzedi)
(note 6(ii))

Deposits, prepayments and &% ~ BN FUE
other receivables N E Ath FEUBR R

ZE-CZFARA=THLANEAR

BEME
RZZE——FAA=F+HEK=F
——&+—_A=+—H ' BHX
SEREYEZ ARMETUE
fHe-RZE——FXA=Z+HRK
—E——F+_-_A=+—HHEE
HEAREEWEREE B EE
B2 AR TR T E E R EER A
RARIETT  EEHETAEH
RIERMESKE - F{EL 2 BE
Th2E R —HE KBRS Y
ZHRREEEMHRFZT AR
B{EE IN%)900,000& T (=F
— —4F : 900,000 7T) B REL
2T —FRNA=FTHLARE
B2 i8R AR ©

FEURE 5 % H th BR 5K

At At

30 June 31 December
2012 2011
R=ZB—=F RN-ZT——%F
ANA=+B+=-A=1+—H
HK$’000 HK$'000
FExT FHTT
(Unaudited) (Audited)
(REEX) (F&EZ%)

101,064 112,339

1,573 553
23,380
19,716 13,967

122,353 150,239



Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

11. Trade and Other Receivables
(Continued)

The Group allows an average credit period of 30-90
days to its trade customers. The ageing analysis of
the Group’s trade and bills receivables, presented
based on the invoice date, net of allowance for
doubtful debts, is as follows:

Interim Report 2012
RS

RS MR HRR M

BE-T-——f£,A=t+ALNEA

1. BWE S EHEMERR (&)

AEBRTEESRF Z2FHE
EHA30EN0X - HEZAL
PIAREE 2 FEIRE 5 & EIRIR K
(B REEREE) 2RkSTA

T
At At
30 June 31 December
2012 2011

R-B—=—F RZT—F
ANA=+BA+=A=1—H
HK$’000 HK$'000
F#ET FHIT
(Unaudited) (Audited)
(REBER) (f&FZ)

0-90 days 0Z90H
91-180 days 91 % 180H

84,504 98,537
16,560 13,802

101,064 112,339

12. Trade and Other Payables

12. BRTE 5 R H it iRSK

At At
30 June 31 December
2012 2011

R-B—=—F RZT—F
AA=+H+=A=1+—H
HK$’000 HK$'000
F#xT FHIT
(Unaudited) (Audited)
(REEEX) (fE%)

Trade payables BB SRR 76,314
Accrued expenses and FERTE A R H A R ERIR
other payables 26,185

102,499
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12. Trade and Other Payables (Continued)

The following is an ageing analysis of trade payables,
presented based on the invoice date:

RS MR M

BE-_E——FA=tHL~EA

12. EFHE S EEMER (&)
RREA2Y| Y ENE SRR

BRER DATROT -
At At
30 June 31 December
2012 2011

R=ZB—Z=F R-ZT——%F
ANA=+B+=-A=1+—H
HK$’000 HK$’000
FET FAT
(Unaudited) (Audited)
(RECER) (fE2E%)

0-90 days 0F90H
91-180 days 91180 H
181-365 days 181 &£ 365H
over 365 days %365 H

65,385
9,971
958

76,314




Notes to the Condensed Consolidated
Financial Statements

For the six months ended 30 June 2012

13. Bank Borrowings

During the six months ended 30 June 2012, the
Group obtained unsecured new bank loans of
approximately HK$4,704,000. The proceeds were
used to finance the acquisition of property, plant and
equipment.

During the six months ended 30 June 2011, the
Group obtained a new bank loan of approximately
HK$29,485,000 secured by the Company’s land
and buildings with an aggregate carrying value of
approximately HK$56,075,000. The proceeds were
used to finance the acquisition of property, plant and
equipment.

No repayment of bank borrowings was made during
the six months ended 30 June 2012 (30 June 2011:
HK$180,000) .

The bank borrowings bear interest ranged from
2.23% to 4.16% (six months ended 30 June 2011:
4.19% to 5.18%) per annum with maturity date
within 1 year.

Interim Report 2012
T FREWmE

AR S ISR R I =T

BE

13.

ZE-CZFARA=THLANER

RITEE
REE-_ZE——FA=1+HIt
ANAA - AEBEUSEIEIRFTR
TEFK#A4,704,0008 T s
FIETREREBEYE - #es
PEET

REBE-_T—FA=1HIt
NEA - AEBEYS—EHRT
B 7K 4929,485,0005# 7T © AR
ARAZ T FIEF (BERAELD
/56,075,000 7T) A o AT
BB AEREEEME - #
SN

REZE-ZE——FA=1+H1t
NER  AEEYEEEET
BE(ZE——FxA=1+8:
180,000/ 7T) °

RITIEERFE N E22354.16
BB (BE_ZE——F A
=+HIENEA 41958518
E) AR —FREE -
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Financial Statements

For the six months ended 30 June 2012

14. Derivative Financial Liabilities

In March 2009, the Group 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 will not be required to make further
payment if the share price of the Company is
higher than HK$1.2; or

(ii)  if the share price of the Company is lower than
HK$1.2, the Group will be required to pay the
difference of the basis price (being HK$1.2)
and the share price, multiplied by 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
Options were granted.

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 Options varies with different variables of
certain subjective assumptions.

Fair value change on derivative financial liabilities of
approximately HK$293,000 was recognised during
the six months ended 30 June 2012 (six months
ended 30 June 2011: HK$305,000).

AR S B R R I

BE

14.

—E-CFARA=THLANER

TEEmMaR
RIEZNF=H  FEERE
VE=Z TEFDFTL—0E
Mgz ((Hhal) o KB
#)10,242,0005 7T - BMH IR G
% 0.41 87T 817 8,534,933 x4
REBMDTES  KEHKBEY
6,743,000 B TN 5 2 1EF
=FREFIFERE ARG
#E (THARE ) MEATIE R TIAR
BT

(i) AR EZBRGBEESR
128 T AEBEHBAEAS
ER%58 ¢ 3K

(iy fRHARAZRNERE
R12ET AEBEAX
ERER (B11.287T)
B ER MR EER
FARETET 2D
E)

i 2 B EAN A RARER
“EEAF=A=TABHZA

& o

PrX At AR BETRAZ
B EBIEL A AR HEEZ
fERR R AT AT

—ER A AR R A
5o BIE - S SAEA £ BIEATR
AR BRI EE R
HR% - MEREREEHES
FEBBRZTRMKE -

TTETRABZ AR EBEZEY
293,000 BTTERBE_T—=
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Notes to the Condensed Consolidated

Financial Statements

For the six months ended 30 June 2012 HZE

15. Share Capital and Share Option

5E;
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—E——Fh ks

AR IS AR YRR

ZE-CZFARA=THLANER

15. BRARBRERE

Scheme
(i) Share capital (i) BgA
Number of shares Amount
RHEE EQE|
‘000 HK$'000
TFh% T
Ordinary shares of ERRAEEO0.1ET
HK$0.1 each ZEBR
Authorised: VERE ¢
At 1 January 2011 R-ZZE——%—HA—H
(audited), (Je:Z) »
31 December 2011 R-ZT——%F
(audited) +=—A=+—H
and 30 June 2012 (&) RZT—ZF
(unaudited) NA=TH CGREEZ) 1,500,000 150,000
Issued and fully paid: ~ BZ77T R
At 1 January 2011 RZZE—F—H—H
(audited), (Jez=%) ~
31 December 2011 RZZE——%F
(audited) and +=-—A=+—H
30 June 2012 (&g h=—F——F
(unaudited) SNA=Z+TH CGREEZ) 323,897 32,390
(ii) Share option scheme (i) EERRESTE
The Company has a share option scheme BEARR—EHRZZZE
which was adopted on 16 June 2003 whereby =FRNATAARAZE

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.

WS B - AAFEEE
BB A R B
(BiEAEENIAA
TEE) ERRZHA
REERERE B
ARBAAFRS o £
BERRIE 1 AR RS 5 A
—BERO0.1B T AR
2B -
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Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

15. Share Capital and Share Option
Scheme (continued)
(ii) Share option scheme (Continued)

No share options had been granted to
directors or employees for the six months
ended 30 June 2012 and 2011.

As at 30 June 2012, there were no outstanding
share options under the Scheme.

16. Commitments
(i) The Group as lessee

At the end of the reporting period, the Group
had commitments for future minimum lease
payments under non-cancellable operating
leases which fall due as follows:

RS MR M

BE-_E——FXA=tHL~EA

15. BRA R ERTE (50)

(i) FRr#EsTE ()
——FXNA=THIEAE
A HEREFRRESR
A RAE

RZE—=-—FXA=+
B - ZETEI NI 5 R AT
155 2 B AR AE o

16. i
() FEEERREA

RBEMR - ARERE
TRIRRGLEHEERRR
R 2 RARTHEFRIBZ A

T
At At
30 June 31 December
2012 2011

R-ZB——F R==—F
ANAE+BE+=A=+—H
HK$’000 HK$'000
F#xT FAT
(Unaudited) (Audited)
(REBEX) (f#%)

Within one year —FNA

In the second to fifth ~ B _FEEFERAFNK

year inclusive (BPIEEEMT)

6,327

4,751

11,078
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Notes to the Condensed Consolidated fSER%R S B ISR R M=
Financial Statements

For the six months ended 30 June 2012 BE-Z——&xA=1HI~EA
16. Commitments (Continued) 16. &RIE (&)

(i) The Group as lessee (Continued) (i) AEBEERRBEA ()
Operating lease payments represent rentals KB FIREAS B
payable by the Group for certain of its office ETHAEMERBITE
premises and staff quarter. Leases are B2z RN - AALHE
negotiated for an average term ranging from 2 R RS RIMER
to 10 years and rentals are fixed for the leases TF - HESBZEEAR
period. ElE °

(i) The Group as lessor (i) AEBEEAHBEA
At the end of the reporting period, the Group REEHAR - AE B EE
had contracted with tenants for the following FEFTERBMEO 2 &
future minimum lease receipts which fall due EAREFIEAELT
as follows:

At At
30 June 31 December
2012 2011

R=Z-—=F R-=——F
ANB=+H+=-A=1+—H
HK$’000 HK$'000
FET FAT
(Unaudited) (Audited)
(REER) (F&E%)

Within one year —FR 1,638
Inthe second to fifth ~ BBE-_FEZERFNR
year inclusive (BiEERMT) 1,536
3,174
All of the properties held have committed 2 EATRA 2 MER R K

tenants for the next year. —FHHEEBER °
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Notes to the Condensed Consolidated fSER%R S B ISR R M=
Financial Statements

For the six months ended 30 June 2012 BE—Z——HEXA=1HIEAES
16. Commitments (Continued) 16. i (@)
(iii) Capital commitments outstanding at the end (iii) RHBEHRSETOEBR
of reporting period contracted for but not R B AR PR B
provided in the interim financial information HZERASENT

are as follows:

At At
30 June 31 December
2012 2011

R-B——F RZT—F
ANA=+B+=A=1+—H
HK$’000 HK$'000
FET FHIT
(Unaudited) (Audited)
(REEER) (FEFZ%)

Capital expenditure in =~ BB % « KRR RE
respect of acquisition ~ ZEARX
of property, plant

and equipment 14,619




Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

17. Material Related Party Transactions
(i) Transactions with shareholders

(a)

(b)

During the six months ended 30 June
2012 and 2011, the Group entered into
the following transactions with Kwang
Sung Electronics Co., Ltd. (“Kwang
Sung Korea”), a major shareholder of
the Company:
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RS MR HRR M

BE-_E——FXA=tHL~EA

17. EXHEALRS
() HERZ%S

@ R-F——Fk=
T——FRA=T
B /5@ A B
REBBERREZ
TERRMKASH
KEEF ([BEK
Bl) AT AT R
5

Six months ended
30 June
BEAA=THLEARER
2012 2011
—EB——-F —ZT——%F
HK$’000 HK$'000
FET TAT
(Unaudited) (Unaudited)
(REEER) CREFEZ)

Sales of finished goods $HE RURK
Referral commission B RER
paid/payable #wAAE
Production outsourcing fees B4, FEfS
paid/payable INBE A

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.

Pursuant to a Deed of Indemnity dated
23 June 2003, two shareholders,
Mr. Yang Jai Sung (“Mr. Yang”) and
Kwang Sung Korea, would indemnify
the Group for any tax liabilities payable
for periods prior to 30 June 2003.
Amounts receivable from Mr. Yang and
Kwang Sung Korea under the indemnity
at 30 June 2012 are approximately
HK$5,026,000 and HK$3,452,000 (31
December 2011: HK$5,026,000 and
HK$3,452,000) respectively.

AT o

by HREABHAE-_ZZ
=% XA=-+=H
ZRERERZL
MEBRRREL
= ([REE]) k2
BAERR_ZZ
=FEXNA=1THA
HEzEWHEE
& 1) 25 & [ 1 53
g - RIFBEERE
R—ZE——F,H
=tHERRELEE
NERRYE 2 A
2 Bl #945,026,000
B JT M3,452,000
BT (ZZE——%F
+=—HA=+—H:
5,026,000/ 7T &
3,452,000/ 7T) °
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Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

17. Material Related Party Transactions
(Continued)

(ii) Transactions with other related
parties

(a)

(b)

Key management personnel remuneration

Remuneration for key management personnel
of the Group, including amounts paid to
the Company'’s directors is as follows:

RS MR M

BE-_E——FXA=tHL~EA

17. EXRAEALR G (@)
(i) HEHEAEALTZRS

(@) TEZ2EBAEZH
A

FEEEAEME
(BEEZNTAR
RAIEEZ&FE) &
IR

Six months ended

Short-term employee benefits %2 #i{g & 12 7
BB 2R F

Post-employment benefits

30 June

BEAA=tHLKER

2012 2011

—E——fF —T——4

HK$’000 HK$'000

FET FAT

(Unaudited)  (Unaudited)

(REER) (CREFR)

6,702

115

6,817

During the six months ended 30 June
2012, the Group paid a consultancy
fee of approximately HK$270,000
(six months ended 30 June 2011:
HK$284,000) to a close family member
of Mr. Yang, a shareholder and a
director of the Company.

by REE=ZZT—=F
NA=ZTHIEAHE
REAM - AEER
RARRRFES
REEZIHBEX
< 49270,0007%8 JT
——FXA=1H
1E7]{E A = 284,000
BIT) °



Notes to the Condensed Consolidated

Financial Statements
For the six months ended 30 June 2012

17. Material Related Party Transactions

(Continued)

(ii) Transactions with other related
parties (Continued)

(c)  Loan to key management personnel

Included in other receivables were loans
to key management personnel and the
terms of which are as follows:

Name of
Key management
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17. EXBAEALTXZ S (&)

(i) REBEAEALZRS

&)

() RMETEEEAER
HER

—~

H i fE MR E B 45
MEBERALR
HrER RER
T

At 30 June At 31 December
2012 2011

personnel Relationship Note Loan Amount W=B-—& HNZT——%F
TEEREASER BR Mzt EX%¢® H~A=tHR fTZA=1-H
Due from KRW HK$ HK$
RFA EH BT BT
Mr. Lee Don Gi General Manager (i) 10,000,000 67,000
FYERAE s

Mr. Park Jong Gyu Principal Researcher (

)

Park Jong Gyu £ BREMEE

Note:

(i)

As the general manager and the principal
researcher authority and responsibility
for planning, directing and controlling
the activities of the entity, directly or
indirectly, as well the directors of the
Company consider the general manager
and the principal researcher of the
Company are key management personnel
of the Group, accordingly the fund
advance to the general manager and
principal researcher of the Company are
constituted as related party transactions.
The amounts are unsecured, interest-
free and are repayable on demand.

10,000,000

FEE -

(0] HREKERE
R B AR
BEEREMHERE

HE - HER R R
HIEEEZ RKE
B ARARQAE
EERRART
ZREREERER
MERERALE
ZEREERE
Hit AR FZ 48
KR ERHR
BEREMNRERE
PR—THRE R R
% - HHAEHRE
B 258 0%
BRATEIE ©
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Notes to the Condensed Consolidated
Financial Statements

For the six months ended 30 June 2012

18. Events After the Reporting Period

On 14 June 2012, Mr. Yang (an executive director
of the Company and a controlling shareholder)
was in negotiations with an independent potential
investor in relation to the possible sale and purchase
of an unspecified number of shares (“Possible
Transaction”) owned by the controlling shareholder,
in respect of which a memorandum of understanding
has been signed and a deposit of HK$10,000,000
paid into an account jointly controlled by Mr. Yang
and the potential investor.

Subsequent to the end of the reporting period, the
discussions with respect to the terms of the Possible
Transaction were still ongoing. No formal or legally
binding agreement has been entered into between
Mr. Yang and the potential investor. Further details
are set out in the announcement of the Company
dated 10 August 2012.
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18.

E-_FARA=THLEAEA

WEHESER

R-ZFE-——FXA+EA R
fE (RRBITESHRIERR
R) EESEBBEREERA
R BRI RATIF AR ARIEE
HERKD ((AIERS]) #1TkE
7 WE B AR SRR R R
il — 28 7£ % 10,000,000%8 T 2
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