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PROFILE
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Huang Sheng-Shun

Chairman and Executive Director

Mr. Huang Sheng-Shun, aged 58, is the Chairman and Executive
Director of the Company. He is responsible for the development
of our general corporate strategy, operation management,
planning and decision making. Mr. Huang, together with Mr. Wu
Ih Chen, founded the Group on 7 May 1991. Prior to the
establishment of the Group, he was the operation manager of a
chemical company between June 1978 and May 1982.
Afterwards, he worked at Ta Yang Oil N Fat Industrial Co., Ltd. (X
MR TE (KB RAA)), a private company, and since 1986
became the company’s general manager until 2005. Mr. Huang
and his family members have been the shareholders of Ta Yang
Oil N Fat Industrial Co., Ltd. until Ta Yang Oil N Fat Industrial Co.,
Ltd., ceased operations and was wound up in April 2006. Save as
disclosed above, there is no relationship between Ta Yang Oil N
Fat Industrial Co., Ltd. and each of the Group’s companies, its
directors, its substantial shareholders and their respective
associates. Mr. Huang is the father of Mr. Huang Te-Wei, an
Executive Director and Chief Executive Officer of the Company.

Mr. Huang has also been a director of Formosan Union Chemical
Corp., a company listed on the Taiwan Stock Exchange
Corporation, from 1 July 1987 to 30 June 1996 and from 1 July
2002 to present. He has over 30 years of experience in
management positions in the chemical manufacturing industry.
Mr. Huang graduated from the Faculty of Law, National Taiwan
University in 1976. Mr. Huang is also a director of certain
subsidiaries of the Group.
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Huang Te-Wei

Executive Director and Chief Executive Officer

Mr. Huang Te-Wei, aged 32, is the Executive Director and Chief
Executive Officer of the Company. He is the head of control
department and is responsible for overseeing the Group’s
compliance and internal control matters. From 2008 onwards, Mr.
Huang was also responsible for the supervision of the daily
operation of the Group’s factories in PRC and strategic planning.
Mr. Huang graduated from the Industrial Administration stream,
Department of Business Administration, National Taiwan University
and has completed his military service in Taiwan. Mr. Huang is
also a director of certain subsidiaries of the Group. Mr. Huang is
the eldest son of Mr. Huang Sheng-Shun, the Chairman and the
Executive Director of the Group.

Lin Hung-Ming

Executive Director and Research & Development Director

Mr. Lin Hung-Ming, aged 48, is the Executive Director and the
research and development director of the Group. Mr. Lin joined
the Group in 1993 and is currently responsible for research and
development of the Group. Mr. Lin graduated from the
Department of Mechanics, Private Chih-Kwang Vocational High
School of Business and Technology. He has over 23 years of
experience in the silicone rubber industry. Prior to joining the
Group, Mr. Lin was a factory manager of an electronics company
in Taiwan.

Wong Tak Leung

Executive Director and Deputy General Manager

Mr. Wong Tak Leung, aged 51, is the Executive Director and
Deputy General Manager. Mr. Wong joined the Group in May
1993 and was subsequently promoted to deputy managing
director in 2001. Mr. Wong is responsible for the sales and
marketing functions of the Group. During 1981 to 1989, Mr.
Wong served in the Strategic Planning Department of Hong Kong
Aircraft Engineering Company Limited. Mr. Wong is also a director
of certain subsidiaries of the Group.
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Wu lh Chen

Non-Executive Director and Adviser

Mr. Wu Ih Chen, aged 61, is the Non-Executive Director and
adviser of the Company. Mr. Wu has over 24 years of experience
in the silicone rubber industry. Mr. Wu, together with Mr. Huang
Sheng-Shun founded the Group on 7 May 1991. Presently, Mr.
Wu provides the Group consulting services concerning matters
relating to management and operation of the Company,
investment, merger and acquisition decision. Mr. Wu graduated
from the Aletheia University in 1971 and completed the Studying
Program for Hong Kong Senior Management in Business
organized by the Peking University in the PRC. Mr. Wu is a director
for the Eleventh Board of Directors of International Association of
Chinese Traders. Mr. Wu is also a director of one of the
subsidiaries of the Group. Mr. Wu is the elder brother of Mr. Wu
Tien-Tao, the associate general manager of the Group.

Kirk Yang

Non-Executive Director

Mr. Kirk Yang, aged 45, is the Non-Executive Director of the
Company. He holds Bachelor (with distinction) and Master of
Science degrees in Electrical Engineering from Purdue University
and Master of Business Administration (Finance, Accounting and
Marketing concentrations) from University of Chicago.

Mr. Yang is currently a Managing Director and Head of Asia
Ex-Japan Technology Hardware and Components Equity Research
at Barclays Capital Asia Limited. Before that, Mr. Yang held the
same position at Nomura International (Hong Kong) Limited. Prior
to that, Mr. Yang served as a chief financial officer in a leading
private China IT software company and our company. Mr. Yang
was also a managing director and head of Asia Technology
Research of Citi Investment Research of Citigroup Global Markets
Asia Limited based in Hong Kong (“Citi”) where he was awarded
the No.1 analyst by Institutional Investors, Financial Times and
Greenwich in 2004, 2006 and 2007 respectively in recognition of
his accomplishment in investment equity research industry and
ranked top 3 during most of his career. Before joining Citi, Mr.
Yang served as a director and head of Asia Technology Hardware
Research at Credit Suisse. Mr. Yang has more than ten years of
experience in the investment banking equity research industry,
including worked at Goldman Sachs and BNP Paribas respectively.
Mr. Yang also has more than nine years of experience in
management consulting, sales/marketing and engineering
operation in various corporations such as A.T. Kearney, Accenture,
HP/EDS, Emerson Electric, IBM, and AT&T. Save as disclosed
above, Mr. Yang did not hold directorships in any public
companies listed in Hong Kong or overseas in the last three years
and he did not hold any position in the Group since 1 February
2009.
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Hsieh Yu

Independent Non-Executive Director

Mr. Hsieh Yu, aged 64, is the Independent Non-Executive Director
of the Company. He obtained a certificate for solicitor in Taiwan
in 1977 and joined the Taipei Bar Association immediately as a
practicing Attorney-at-Law. He is the responsible officer of
Bt {2 7% 12 =8 7% FT. He had been the legal consultant for various
corporations and organizations. Mr. Hsieh graduated from the
Faculty of Law, National Taiwan University in 1976.

Jou Yow-Jen

Independent Non-Executive Director

Professor Jou Yow-Jen, aged 56, is the Independent Non-Executive
Director of the Company. Professor Jou is currently an associate
professor of Department of Information and Finance Management
and Institute of Finance at National Chiao Tung University.
Professor Jou has been participated actively in research on data
analysis, time series analysis model, Ito model application, Monte
Carlo model, O-D mode and options pricing etc. She has been
knowledgable in statistics, econometrics, financial time series
analysis and financial information analysis, and completed several
fundamental researches on Economics and Finance. Prior to
joining the Company, Professor Jou was an associate professor of
Institute of Statistics at National Chiao Tung University, the
statistician of Directorate General of Budget, Accounting and
Statistics, Executive Yuan, R.O.C. (Taiwan) and the planning
controller of Taiwan Power Company. Professor Jou obtained
bachelor and master degree from National Chung Hsing University
and National Chen Chi University in Taiwan respectively and Ph. D
in doctorate in Statistics from Wharton School of University of
Pennsylvania.
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Yeung Chi Tat

Independent Non-Executive Director

Mr. Yeung Chi Tat, aged 43, is the Independent Non-Executive
Director of the Company. He holds a bachelor degree in business
administration from the University of Hong Kong and a master
degree in professional accounting from Hong Kong Polytechnic
University. He is a fellow member of the Hong Kong Institute of
Certified Public Accountants, a member of the Institute of
Chartered Accountants in England and Wales, the president of the
Hong Kong headquarter of the International Financial
Management Association and the vice-president of the Hong
Kong Wine Merchants’ Chamber of Commerce. He is currently
the financial controller and company secretary of Dynasty Fine
Wines Group Limited (Stock Code: 828), an Independent Non-
Executive Director of ANTA Sports Products Limited (Stock Code:
2020), Boer Power Holdings Limited (Stock Code: 1685), Billion
Industrial Holdings Limited (Stock Code: 2299) and Sitoy Group
Holdings Limited (Stock Code: 1023), all of which are listed on the
Main Board of the Stock Exchange in Hong Kong. Mr. Yeung had
previously worked at a major international accounting firm for
over ten years. He possesses experience in auditing, corporate
restructuring and corporate financial services. For the last three
years, Mr. Yeung was an independent non-executive director of
China Eco-Farming Limited (Stock Code: 8166) which is a
company listed on the GEM Board of the Stock Exchange in Hong
Kong.
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SENIOR MANAGEMENT

Chan Oi Fat

Financial Controller & Company Secretary

Mr. Chan Oi Fat, aged 34, joined the Group in January, 2008 as
the financial controller and the company secretary of the
Company. Mr. Chan is mainly responsible for the financial and
accounting management and secretarial affairs of the Group. Prior
to joining the Group, Mr. Chan was an audit manager in an
international accounting firm. Mr. Chan has over 11 years of
experience in professional accounting and auditing experience.
Mr. Chan graduated from the City University of Hong Kong with a
bachelor in accountancy. He is a member of the Hong Kong
Institute of Certified Public Accountants.

Wu Tien-Tao

Associate General Manager (Huzhou Office)

Mr. Wu Tien-Tao, aged 54, is the associate general manager. He
oversees the operation of Huzhou factory. Mr. Wu joined the
Group in August 2003 and has been responsible for the operation
of the Huzhou factory of the Group since then. Mr. Wu has over
13 years of experience in the production of silicone rubber and
multiple layered and soft printed circuit boards. Mr. Wu is the
younger brother of Mr. Wu |h Chen, a non-executive Director of
the Company.
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Blue Ocean Market




"Take effective measures on
working out a new
product mix .”
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CHAIRMAN'S
STATEMENT
ERE®E

Huang Sheng-Shun

HE 5

Chairman F &

Dear Shareholders

On behalf of the board of directors of Ta Yang Group Holdings
Limited, | herewith present all shareholders the annual report of
the Group for the year ended 31 July 2012.

Due to the sluggish U.S. economic and the European sovereign
debt crisis, the Company has encountered tough challenges. In
addition, with the rapid change in technologies on portable
electronic devices, demand for traditional electronic products
slowed down. To mitigate such negative effect, the Group will
continue to take effective measures on working out a new
product mix and cost control.

FINANCIAL RESULTS

By the end of the financial year, the Group'’s turnover decreased
by 20.7% to HK$624.5 million.

The Group’s loss for the year was HK$78.1 million, as compared
to profit of HK$42.6 million last year. Basic loss per share of the
Company for the year was HK10.03 cents (2011: basic earnings
per share was HK5.48 cents).
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BUSINESS REVIEW

Keypads for consumer electronic devices and computers continued
to be our core businesses. During the year, both segments have
recorded a decrease. Since the global economy remains weak, this
influenced the consumer confidence adversely. Moreover, the
recent popularity of portable devices with touch-screen panels has
slowed down the demand for conventional notebooks and mobile
phones. These exerted tremendous pressure on the business of
the Group.

At the same time, despite of the cost control measures, operating
costs still unavoidably rise. The continuous increase in operating
costs and labour costs in the PRC keep eroding the profit margin
of the Group. Under the recent economic slowdown, it is difficult
to transfer the cost increments to customers. As a result, the
Group's profitability was heavily affected by these cost increments.

The owned-brand “SIPALS” which was established for producing
fancy daily living products with silicone rubber also recorded an
improvement in its operation. The Group will continue to develop
this brand by offering more innovative products and exploring
new markets.
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OUTLOOK

The sustained impact of the European sovereign debt crisis and
the slow down of global economy will continue to constrain the
consumers’ demand in the coming year. Increasing costs arising
from the operating environment characterized by increasing in
wages, inflation and appreciation of RMB remain challenges for
manufacturing industries in the PRC. To overcome these
adversities, the Group will continue the tight cost control and seek
further improvement in operational efficiency to minimize the
adverse impact on profit margins. The Group will also continue to
implement the plan of diversifying its product mix to non keypad
market in order to explore the customer base.

The Directors are cautiously optimistic about the future
development of the Group’s business and will continue to
implement the well-established business strategies as well as
explore other business opportunities in order to enhance the
Company’s value and to bring outstanding return to shareholders.

APPRECIATION

Last but not least, | would like to take this opportunity to thank
the management and staff for their dedication and hard work
during these challenging times. The Group will strive to strengthen
our leading position in the industry.

Huang Sheng-Shun
Chairman and Executive Director
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MARKET REVIEW

With the overwhelming European sovereign debt crisis, many EU
countries fall into the official definition of recession. At the same
time, the U.S. economy remained sluggish. The already well-
battered Chinese export sector continued to sink deeper as a
result. Despite the U.S. government has provided further liquidity
to the market by the release of QE3, its effectiveness to stimulate
the economy started to show signs of wariness. That is, the
consumer confidence and spending remained weak.

In addition, the immense popularity achieved by tablet PCs and
3G smartphones has slowed down the demand for conventional
notebooks, computers and mobile phones. As a result, it brought
huge challenges to the consumer electronic device market.

All these exerted tremendous pressure on the business
environment of the Group, and the Group has recorded a
decrease in turnover during the year accordingly.
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BUSINESS REVIEW
& OUTLOOK

FBOERRE

BUSINESS REVIEW
Company'’s Overall Performance

The export sector of China with dwindling orders and shrinking
margins had never regained its vigour since the broke out of
financial tsunami. This caused the operating environment for
manufacturing industries remained tough. During the year, the
turnover for the financial year ended 31 July 2012 decreased by
21% as compared to that of last year. The primary income source
of the Group still derived from sales of consumer electronic
devices and computers.

Portable devices with touch-screen panel such as smartphones
and tablet computers have started to dominate the market. As
they are smaller in size and can provide more functions to users,
more and more people especially the youngsters will select them
to replace the old ones. Inevitably, this trend has adversely
affected the demand for traditional products with keypads and
hence the Group’s turnover.

To overcome the adversities of such situation, the Group has
strategically explored the market of non keypad products. With
the nature of more environmental friendly and fancy design, daily
living products made of silicone rubber become more and more
popular. During the year, the Group has succeeded to expand the
customer base in this market. Although the turnover in this
segment is negligible to the Group at the moment, it is believed it
will become the new driving force of the Group.

Although prudent management strategies in controlling operating
and production costs, including the relocation of production
plants to Guangxi Province where the labour costs are lower, have
been implemented, the gross profit margin was still significant
deteriorated by the continuous increase in costs of material and
labour in the PRC. The PRC government continued to increase the
statutory minimum wages which has boosted the total labour
costs. In addition, with the efforts of governments of countries
around the world to provide liquidity, a overheating economy,
higher inflation rates and escalating raw material prices are
resulted eventually. With the decrease in sales orders, the
utilization rate of the plants and machineries falls dramatically.
Amid the challenging operating environment, the Group
experienced a significant decrease in gross profit.
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During the year, the owned brand “SIPALS” was able to maintain
steady growth by providing a wide range of new lifestyle products
with environmental friendly features and cultural concepts. To
sustain the growth of such business, the Group will continue to
maintain high-margin products and focus on marketing these
products to broaden its customer base and explore business
opportunities.

OUTLOOK

Looking forward to the future, although the U.S. government has
released QE3 to provide liquidity to the market and the European
Union has been taking measures to solve the sovereign debt crisis
among its members, the market condition is expected to be
volatile and challenging in the coming year. The management will
remain cautious of the Group'’s business outlook.

As the use of silicone rubber is becoming more and more common
in daily life, the Group will continue to put more efforts on
research and development to improve product quality, develop
application ability of raw material and broaden its product mix.
This proactive strategy will enable the Group to convert to a
silicone rubber producer from a keypad producer, which can have
a broader mix in customer portfolio.

At the same time, the Group will also continue to diversify the
revenue mix through strengthening existing businesses, enriching
product offerings, broadening its customer base and exploring
new business opportunities, which in return can provide a more
stable income stream and more sustainable growth in turnover.

The continuous increase in production costs in the PRC and the
appreciation of RMB have eroded most of the Group’s profit. With
a view to improve the performance, the Group continues to take
extra measures on cost control and enhancement of operational
efficiency. During the year, the Group has started to relocate
certain production procedures to Indonesia where the production
costs are much lower. It is expected a reduction of costs will be
achieved upon the completion of relocation process and training
programs for local labours.

We believe that these forward-looking efforts will strength the
leading position of the Group and pave the foundation for future
development.
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MANAGEMENT

DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Turnover

Turnover represents gross revenue generated from the sales of our
products, net of sales tax and other similar taxes. Our turnover is
affected by the total volume of products sold and the product mix
because our product lines have different selling prices.

The consolidated turnover for the year ended 31 July 2012 was
decreased by 20.7% to HK$624.5 million (2011: HK$787.3
million) while our loss attributable to equity shareholders was
HK$78.1 million (2011: profit of HK$42.6 million).

Basic loss per share of the Company was HK10.03 cents based on
the weighted average number of 778,541,000 shares in issue
during the year (2011: basic earnings per share was HK5.48 cents
based on the weighted average number of 777,863,000 shares).
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MANAGEMENT
DISCUSSION AND ANALYSIS

BB WED T

Keypads for consumer electronic devices

Turnover for the sales of keypads for consumer electronics devices
decreased by approximately 18.5% to HK$266.9 million in 2012
from HK$327.6 million in 2011.

The global economy remained very volatile and the Europe
sovereign debt crisis persisted or even deteriorated during the
year. Although governments of countries around the world
continued to take measures to stimulate the economy, consumers’
sentiment has not been improved, especially that of traditional
electronic devices. This led the turnover to decrease accordingly.

SHEETEMIRGE
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327,600,000/ LB 4 49185% & — T — —F K
266,900,000 /& 7T ©
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Keypads for mobile phone

Turnover for the sales of mobile phone keypads decreased by
approximately 64.7% to HK$20.8 million in 2012 from HK$58.8
million in 2011.

During the year, smartphones with touch-screen panels have
received mainstream attention from consumers in the market, so
the demand for conventional mobile phones with keypads
gradually decreased. This decreased the turnover in this segment
significantly.
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Keypads for computers and notebooks

Turnover for the sales of keypads for computers and notebooks
decreased by approximately 15.0% to HK$204.4 million in 2012
from HK$240.6 million in 2011.

The immense popularity achieved by tablet computers has
continued to deprive of the demand for traditional notebooks and
netbooks. Therefore, the Group has recorded a decline in turnover
under the rapid changing market.

Automotive peripheral products

Turnover for the sales of automotive peripheral products
decreased by approximately 15.5% to HK$27.3 million in 2012
from HK$32.3 million in 2011. With the weak consumers’
confidence due to the global economy slow down especially in the
U.S. and Europe, the demand for such durable products as
automotives decreased. As a result, sales order for automotive
peripheral products also decreased accordingly.

Lifestyle products

Turnover for the sales of lifestyle products decreased by 21.0% to
HK$59.2 million in 2012 from HK$74.9 million in 2011. Although
the turnover dropped during the year, the Group has been able to
expand the customer base in this segment. The Group is confident
that the sales of lifestyle products will be the driving force in the
coming future.

Cost of Sales
Cost structure
The overall cost of sales decreased by approximately 7.8% from

HK$637.6 million in 2011 to HK$588.1 million in 2012.

Similar to other China based manufacturers, the Group continued
to face the rapidly increasing production costs that were induced
by soaring labour wages and rising material costs. As a result, the
decrease in sales costs is much less than that of turnover.

MANAGEMENT
DISCUSSION AND ANALYSIS

BB WED T

THRECHTHER
HETWRECLEERRFBEEEE —F——
F#)240,600,000 TR H15.0% E —F— —FH
204,400,000 7T °

FIREMAREL  BEREERELLE
MEDABROTH - Bt - EREEEZN™
REBWEXBRB T -

AERZEM
HENTRBERAMBEXEE _F——F1
32,300,000 LA > 41155% % — T — —F 1

27,300,00087T - 2GBTS HBEELES -
EFEEBMOBRLARE SAESMARNE
SKTNEE - At AEEEERMIEEEIRAERR

o

EEER
HEEAEMTSE ¥R - ——%% /74,900,000
BT A 21.0% & ZF — Z4F #959,200,0008 7T °
BEARFELEEBIE  AREDEERL D EH
EPEM AEBBEELVEFEMNHEEAIRTA
BREBEBEREEN -

SHE A

KA

EREMENR AR T ——F /637,600,000 T8
#4)7.8% %= — & — — £ #7588,100,000 T °

—MEMATEASEBHRER - AKRENFEEY
TEARRIE MR RMERAR ERS EERARZTTH
FIRE o Elt - SHERARBKIREEN & ERROKIE

TA YANG GROUP HOLDINGS LIMITED A ¥ &£ E i g B R A 7 27



MANAGEMENT
DISCUSSION AND ANALYSIS

BB WED T

Gross profit

The gross profit of the Group for 2012 was HK$36.4 million,
which represented a decrease of approximately 75.7% from that
of HK$149.7 million for 2011. By the contraction of turnover
together with the boost in production costs, the gross profit
decreased under the current extremely challenging environment.

Moreover, the drop in utilization rate of plants and machineries
increased the average unit cost and hence reduced the profit
margins.

Other operating income

Other operating income increased by approximately 36.4% to
HK$36.1 million in 2012 from HK$26.5 million in 2011, mainly
due to the increase in fair value investment property and increase
in interest income during the year.

Selling and distribution expenses

Selling and distribution expenses increased by approximately 2.7 %
to HK$27.4 million in 2012 from HK$26.6 million in 2011. The
total amount of selling and distribution expenses represented
4.4% (2011: 3.4%) of turnover. The slight increase was due to
the inflation in the PRC.

Administrative expenses

Administrative expenses increased by approximately 1.0% to
HK$105.5 million in 2012 from HK$104.8 million in 2011. The
rise is mainly because of the continuous increase in operation
costs in the PRC.

(Loss) profit for the year

Loss for the year ended 31 July 2012 was HK$78.1 million, as
compared to profit of HK$42.6 million for the year ended 31 July
2011. The net profit margin of our Group decreased from 5.4%
for the year ended 31 July 2011 to the net loss margin of 12.5%
for the year ended 31 July 2012.

28 Annual Report 2012 =& — — F 55

ER

AEER T ——FKEF536,400,000/8 T ©
—E——4 149,700,000 TR D 4 75.7% o L
M N EAERA LR ERREGARE £
FIIRA T T

BESN - B R AR AR TR SR E KA
Tt SREAE AR o

HEE WA

H AL B WA B —F ——F126,500,000,%8 703 N
#4936.4% & —F — — 4 #36,100,000/87C ° TEH
RERBE WA FEEL LT BUAIE NPT -

SHE R DAY A =Z ——F /26,600,000 yTig
D#I2.7% & =—F— ZF 27,400,000 7T ° (G

XHWEOWLTE BBAELIAN (T ——F:
3.4%) © B EF TR AR BIBRATEL o

THRX

TR S B = — —F 1 104,800,000 7T 1 049
1.0% %= — & — — £ #)105,500,000/8 7T * 1TH X
BMTDEZ RN BRIAEEKAITE EFRTE -

FR(ER) A

HE-_Z——FtA=+—"HLEFENEEA
78,100,000/ mMEZ—Z——FtA=+—H
1EFZ A A% F142,600,000 7% 7T AN [E 4 F X
HEBEE-T——FLA=T—HLEFEMN54% T
EHE T —Ft+tA=1+—HILFENFEEX
12.5% o



DIVIDEND POLICY

Our Directors expect that dividends will be paid in the form of
interim and/or final dividends. We currently intend to pay annual
cash dividends of not less than 30% of our Group’s audited
consolidated profits after taxation to our shareholders for the
applicable year. However, the determination to pay such dividends
will be made at the discretion of our Board and will be based
upon our operating results, cash flows, financial positions, capital
requirements and other relevant circumstances that the Board
deems relevant. The payment of dividends may be limited by legal
restrictions and by agreements that we may enter into in the
future. Our Directors are of the view that our dividend policy will
not affect the sufficiency of our working capital in the coming
years.

FINANCIAL MANAGEMENT AND TREASURY
POLICY

The Group adopts a conservative approach for cash management
and investment on uncommitted funds. The net proceeds from
the international offering (as defined in the Prospectus) have
mainly been placed on short-term deposits with authorized
financial institutions in Hong Kong and the PRC.

During the year, the Group’s receipts were mainly denominated in
US dollars, Hong Kong dollars and RMB. Payments were mainly
made in US dollars and RMB.

In respect of US dollars, the management regards that the foreign
exchange risk for Hong Kong dollars to US dollars is not material
because: (i) Hong Kong dollars remain pegged to US dollars; and
(i) most of the Group's purchases are denominated in US dollars,
which are to be settled by sales receipts in US dollars.

In respect of RMB, as the Group’s production plants are located in
the PRC, most of our labour costs, manufacturing overheads,
selling and administrative expenses are denominated in RMB.
Therefore, the appreciation of RMB will adversely affect the
Group's profitability. During the year, the Group has entered into
some RMB/USD structured forward contracts to partly hedge the
risk exposure. The Group will continue to closely monitor its
foreign exchange exposure for RMB and consider hedging
significant exposure should the further need arises.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group’s source of fund was cash generated from net
proceeds of the international offering and operating activities.

RERBRUBER
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As at As at

31July 2012 31July 2011

R=-ZT——F RZE——%F

tA=+—H +tA=+—8

HK$’'000 HK$'000

FHET FHT

Cash and cash equivalents ReRBEEEY 78,280 262,248
Net cash outflow RemtFE (185,320) (80,154)
Current ratio et R 4.1 5.5
Quick ratio RB) L H 3.2 4.2

With the strong financial background upon our listing on the
Stock Exchange, we expect we will have sufficient cash to cover
future capital expenditure requirements.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATES

The Group had no material acquisition or disposal of any
subsidiary and associated company for the year ended 31 July
2012.
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USE OF PROCEEDS

The net proceeds raised from the international offering received
by the Company was approximately HK$635 million.

The usage of net proceeds as at 31 July 2012 is as follow:
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silicone rubber based products 468 (282)
Upgrade and expansion of upstream RARER B EERE
production facilities 56 —
Strengthening research and PIEEL )
development capabilities 39 (39)
Implementation of resources HWITERREES
planning system 22 (1)
General working capital —BEEES 50 (50)
Total @z 635 (372)

The remaining net proceeds have been deposited on a short-term
basis with licensed financial institutions in Hong Kong and the
PRC.

CAPITAL COMMITMENTS, CONTINGENCIES AND
CHARGES ON ASSETS

Capital commitments contracted by the Group but not yet
provided for in the financial statements as at 31 July 2012 were
approximately HK$7.1 million, which was mainly related to the
acquisition of land use right in Indonesia and plant and
machineries for the expansion of the Group'’s production capacity.
Such capital commitments will be financed by the net proceeds
from the international offering.

As at 31 July 2012, the Group had no material contingent liability
and the Group's assets were free from any charge.
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HUMAN RESOURCES AND REMUNERATION
POLICIES

As the Group is committed to expand our production capacity and
develop high value-added products, such as mobile phone
keypads, experienced workers, engineers and professionals are the
most important assets to the Group. We offer on-the-job training
and encourage staff to attend continuous professional training in
order to update their skills and knowledge.

We offer competitive remuneration packages, including quality
staff quarters, trainings, medical, insurance coverage and
retirement benefits, to all employees in Hong Kong and in the
PRC. As at 31 July 2012, the Group has 7,251 (2011: 7,424)
permanent and temporary employees. The total salaries and
related costs for the year ended 31 July 2012 amounted to
approximately HK$305.2 million (2011: HK$320.0 million).

The Group adopted a Pre-IPO Share Option Scheme on 16 May
2007 for the purpose of recognising our employees’ contribution
before the Listing. As at 31 July 2012, 6,100,000 share options
were still outstanding under the Pre-IPO Share Option Scheme, of
which 4,270,000 options are held by employees of the Group.
The Company also adopted a Post-IPO Share Option Scheme on
16 May 2007. As at 31 July 2012, a total of 12,810,000 share
options were still outstanding under the Post IPO Share Option
Scheme, of which 8,681,000 share options are held by employees
of the Group.
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CORPORATE GOVERNANCE STRUCTURE ERERRE
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KEY PRACTICES ADOPTED BY THE COMPANY ON A A BRI EXE8RMANTIERER
CORPORATE GOVERNANCE

. Develop and review the Company'’s policies and practices on e FIRT R AR AN EERBER R ER
corporate governance

e Review and monitor the training and continuous professional o s MEHEEN SR ERENEIILREEE

development of directors and senior management FEHR
. Review and monitor the Company’s policies and practices BREZFEMEERERA MEERRRINEE
on compliance with legal and regulatory requirements NER
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CORPORATE
GOVERNANCE REPORT

TERERB|E

CORPORATE GOVERNANCE PRACTICES

The Company strives to attain and maintain high standards of
corporate governance best suited to the needs and interests of the
Group. The Company believes that effective corporate governance
practices is a fundamental to enhancing shareholder value and
safeguarding interests of shareholders and other stakeholders. The
Board sets appropriate policies and implements corporate
governance practices appropriate to the conduct and growth of
the Group's business.

The Stock Exchange has made various amendments to the Code
on Corporate Governance Practices (the “Former Code”) set out
in Appendix 14 of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), and the revised code,
namely Corporate Governance Code (the “New Code”), became
effective on 1 April 2012. The Company has complied with all the
applicable code provisions of the Former Code from 1 August
2011 to 31 March 2012. The Company has also complied with all
the code provisions of the New Code from 1 April 2012 to 31 July
2012, except the new code provision C.1.2 which requires the
Company to provide all members of the Board with monthly
updates giving a balanced and understandable assessment of the
Company’s performance, position and prospects in sufficient
detail.

During the period from 1 April 2012 to 31 July 2012, the
management of the Company did not provide monthly updates to
all members of the Board as required by new code provision C.1.2,
as all the Executive Directors were involved in the daily operation
of the Group and were fully aware of the performance, position
and prospects of the Company, and the management has
provided to all Directors (including Non-Executive Directors and
Independent Non-Executive Directors) quarterly updates giving a
balanced and understandable assessment of the Company’s
performance, position and prospects in sufficient detail during the
regular board meetings of the Company.

In addition, the management has provided all members of the
Board, in a timely manner, updates on any material changes to
the performance, position and prospects of the Company and
sufficient background or explanatory information for matters
brought before the Board.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set
out in Appendix 10 to the Listing Rules as its own code of conduct
regarding securities transactions by the directors.

Having made specific enquiry of all directors of the Company (the
“Directors”), the Company confirmed that the Directors have
complied with the required standard set out in the Model Code
throughout the year.

The Company has adopted its “Code of Ethics and Securities
Transaction” to regulate the Directors and employees of the
Group in dealing shares of the Company and provide guidelines
and procedures on handling the conflict of interest of Directors.
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BOARD OF DIRECTORS
Composition of the board of directors

The board of Directors (the “Board”) of the Company comprises
four executive Directors, two non-executive Directors and three
independent non-executive Directors. The function of the Board is

to guide the management to ensure the interests of the
shareholders of the Company are safeguard.
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As at 31 July 2012, the Board comprises the following members: R-ZZE——FtA=+—H BESBEHUTKEA
D

Date of first Date of last
appointment re-election as
Name of Director Position to the Board Director

Bii—
BREZEER BEEREES
EEgE B v EEENENEE EEMAH
Huang Sheng-Shun Chairman/Executive Director 23/2/2006 25/11/2010
Bl TEHTES 23/2/2006 25/11/2010
Huang Te-Wei Chief Executive Officer/Executive Director 23/2/2006 25/11/2010
EEH TR, HITES 23/2/2006 25/11/2010
Lin Hung-Ming Executive Director 23/2/2006 8/12/2011
MR WITES 23/2/2006 8/12/2011
Wong Tak Leung Executive Director 23/2/2006 8/12/2011
=ER WITES 23/2/2006 8/12/2011
Wu |h Chen Non-Executive Director 23/2/2006 29/12/2009
REM FERITES 23/2/2006 29/12/2009
Kirk Yang Non-Executive Director 18/4/2008 8/12/2011
B FERITES 18/4/2008 8/12/2011
Hsieh Yu Independent Non-Executive Director 16/5/2007 25/11/2010
Bk BWUIFMITES 16/5/2007 25/11/2010
Jou Yow-Jen Independent Non-Executive Director 29/12/2009 N/A
A4 BUIFMITES 29/12/2009 T@Em
Yeung Chi Tat Independent Non-Executive Director 16/5/2007 29/12/2009
HRE BWUIFITES 16/5/2007 29/12/2009
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The size and composition of the Board are reviewed from time to
time, taking into account the scope and nature of operations of
the Company, to ensure that the size of the Board is adequate to
provide a diversity of views and facilitate effective decision-
making. The Directors come from diverse background with varied
expertise in finance, legal industry and business fields. The
biographical details of the Directors and the relationships among
them are set out in the “Directors’ Profile” on pages 10 to 14 of
this annual report and the Company’s website. The Company has
maintained on the Company’s website and on the website of the
Stock Exchange an updated list of its Directors identifying their
roles and functions and whether they are Independent Non-
Executive Directors. Independent Non-Executive Directors are
identified as such in all corporate communications that disclose
the names of Directors of the Company.

Save as disclosed in the section of “Directors’ Profile”, none of the
Directors except Mr. Huang Shang-Shun is the father of Mr.
Huang Te-Wei, has any financial, business, family or other material

or relevant relationships among members of the Board.

The composition of the Board
EEEgRE

45 %

22 %

Executive Directors

HITES
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The composition of the Board is well balanced with each Director
having sound industry knowledge, extensive corporate and
strategic planning experience and/or expertise relevant to the
business of the Group. All executive Directors, non-executive
Directors and independent non-executive Directors bring a variety
of experience and expertise to the Company.

Directors’ appointment, re-election and removal

Each of the executive Directors has renewed his own service
contract with the Company for a period of three years
commencing from 16 May 2010 and subject to a termination by
giving not less than 3 months’ prior written notice.

Mr. Wu |h Chen was appointed as an Executive Director in 2006.
His service contract has been renewed on 16 May 2010 and
terminated on 1 February 2011. The Company then issued a
formal appointment letter to Mr. Wu for appointing him as a non-
executive Director of the Company for a period of three years
commencing from 1 February 2011 and subject to a termination
by giving not less than one month’s prior written notice.

Mr. Kirk Yang has entered into a formal appointment letter with
the Company for appointing him as a non-executive Director of
the Company for a term of three years commencing from 1
February 2009, subject to a termination by either party giving not
less than one month'’s prior written notice. His appointment letter
has been renewed on 1 February 2012 for a period of three years
commencing from 1 February 2012 and subject to a termination
by giving not less than one month’s prior written notice.

Each of the independent non-executive Directors except Professor
Jou Yow-Jen has entered into a formal appointment letter with
the Company for a term of three years commencing from 16 May
2008, subject to a termination by either party giving not less than
one month’s prior written notice. Their appointment letters have
been renewed on 16 May 2011 for a period of three years
commencing from 16 May 2011 and subject to a termination by
giving not less than one month's prior written notice.

Professor Jou Yow-Jen has entered a formal appointment letter
with the Company for a term of three years commencing from 29
December 2009, subject to a termination by either party giving
not less than one month’s prior written notice.

In accordance with the Company’s articles of association, all
Directors (including executive Directors, non-executive Directors
and independent non-executive Directors) are subject to
retirement by rotation at least once every three years.
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Board meetings and board practices

The Board holds at least four regular meetings a year which are
normally scheduled in the fourth quarter of the preceding year.
And the Board will also meet on other occasions when a board-
level decision on a particular matter is required. During the
financial year ended 31 July 2012, the Board held four meetings
in October, 2011, January, March and July, 2012. The attendance
records of the Directors to these board meetings are set out
below:

ESSeBNRESEER

EESHFRLOBTOATHER  —RERAT—
FENFEEreHEH EF2NeREFERE
EHEZerERARSE BE2E-_2——FtA
ST -HLEVERFE EFER_T——FTAK
ZE——F—A - ZAREARTOREE - TRE
TEENZESEESSRNLFELHE

No. of meetings attended/
No. of meetings held

HERE BFRE
Executive Directors HITEE
Huang Sheng-Shun =R 4/4
Huang Te-Wei =B 4/4
Lin Hung-Ming M7= RH 3/4
Wong Tak Leung =ER 4/4
Non-executive Directors FHITESE
Wu |h Chen REW 4/4
Kirk Yang 15 e 4/4
Independent Non-executive Directors BUHBITEE
Hsieh Yu EIE 4/4
Jou Yow-Jen Ah¥ 3/4
Yeung Chi Tat BEiE 4/4

All minutes of the meetings recorded in sufficient detail the
matters considered and decision reach and are kept by the
company secretary of the Company (“Company Secretary”) and
are opened for inspection by Directors at any time.

The meetings are structured to allow open discussion. All Directors

participate in discussing the strategy, operational and financial
performance and internal control of the Group.
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The Company Secretary assists the Chairman to prepare the
agenda of the meeting and each Director may request to include
any matters in the agenda. Generally, at least 14 days’ notice is
given for the regular meetings by the Company to the Directors by
way of e-mail or other means the directors think fit. All substantive
agenda items have comprehensive briefing papers, which are
circulated at least 3 days before each Board meeting. The
Company Secretary is responsible for distributing detailed
documents to Directors prior to the Board meetings to ensure that
the Directors are able to make informed decisions regarding the
matters discussed in the meetings so that they may receive
accurate, timely and clear information.

All Directors may access to the advice and services of the
Company Secretary who regularly updates the Board on
governance and regulatory matters. The Company Secretary is
also responsible for ensuring the procedures of the Board
meetings are observed and providing the Board opinions on
matters in relation to the compliance with the procedures of the
Board meetings.

If a substantial shareholder or a Director has a conflict of interest
in a matter to be considered by the Board, the Company will not
dealt with the matter by way of written resolution or by a Board
committee (except if that Board committee was specifically
established for such purpose). The independent non-executive
Director with no material interest in the matter will attend the
meeting to deal with the matter if it is considered appropriate.
Other than the exceptional allowed under the Listing Rules, any
Director who or whose associates have any material interest in any
proposed Board resolutions will not be counted as a quorum in
the relevant Board meeting or no vote for the Board resolutions.

In addition to Board meetings, the Chairman holds regular
meetings with Executive Directors and at least one meeting with
Non-executive Directors (including independent Non-executive
Directors) annually without the presence of Executive Directors.
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Functions of the Board of Directors

The Board is responsible for the oversight of the management of
the Company’s business and affairs with the goal of maximizing
long-term shareholder’s value, while balancing broader Mﬂ

EZEnRE

EXZ0RAEEARAEBREBNEE  BER
RERARPEREE ANEEEZHNER LT
SHEBA LMD - EFENTBRENT ¢

stakeholder interests. The Board has the following main duties:

o determine all the corporate matters;

o be responsible for the management, direction and e
supervision of the businesses of the Group; and

o be responsible to ensure the effectiveness on Group's e

financial reporting and compliance.

Executive Directors

Name

A

Position

B

°  REMBLEZREH:

BEAKEERBEE TAREE K

BERAEENMFERRLERNERIE -

HITES

Current Function/Experience

BAIEE R

Huang Sheng-Shun
=55t

Huang Te-Wei
B

Wong Tak Leung
HIER

Lin Hung-Ming
R

Executive Director &
Chairman

HITESERER

Executive Director &
Chief Executive Officer
HITEERITBURE

Executive Director &
Deputy General
Manager

HITEERBIELE

Executive Director &
Research &
Development Director

WITEZERAEK
BRAEE
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o development of corporate operation and strategies

EREENRENER

o marketing, administration and financial planning

TR - TREERMEHRE

o daily operation of the Group and strategic planning
REEN R T EE MRS

o overseeing the Group’s compliance and internal control
matters
EBEAEENESRMAMEIEER

o sales and marketing
SHE RATIHHEEE

o research and development
HrERER



Non-Executive Directors
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FHITES

Name Position Experience/Contribution

i Rz Bl =1 !

Wu Ih Chen Non-Executive Director provide to the Group consulting services concerning matters

REH and Adviser relating to management and operation of the Company,

FENITE FREM investment, merger and acquisition decision

BARANERREE  RERUERE RSB RHEE
il&3

Kirk Yang Non-Executive Director corporate finance, investment, merger and acquisition,

15 e FEHITES public relations and institutional investors relations

Independent Non-Executive Directors

EERYB - RE - 0 - AHBARIEBREERE
BIYFHITES

Name Independence Experience/Contribution

HE B &e R

Yeung Chi Tat v auditing and corporate restructuring

HEE FEithkbEEAE

Hsieh Yu v legal and compliance

EiES ERERER

Jou Yow-Jen v Statistics, econometrics, financial time series, analysis and
B2 financial information analysis

Bat - FTELE - MBEREFY - D RMBER DN

Note 1: all independent non-executive directors are free from any business M7 1 - FiBR3ENITE EHES REM ] BREFEHIE

and relationships that could materially interference with the

exercise of their independent judgment.

HIE I H BT RS R AE -

The Board has matters reserved for its decisions and these include: ZERESZSERTENEERIE

o the Group’s long-term strategy and business plan;

major capital projects, acquisitions or divestments;
funding decision of the Group;
internal control, risk management and compliance; and

annual and interim financial results and shareholder
communications.

TEEAEB WHEIDFHE

REBEREIRE

NEREERE - BBRERKRAER K

2FRP MG EE R RFREA
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The Board delegates the authority and responsibility for
implementing day-to-day operations, business strategies and
management of the Group's businesses to the executive Directors,
senior management and certain specific responsibilities to the
Board committees.

When the Board delegates aspects of its management and
administration functions to the management, it has given clear
directions as to the powers of management, in particular, with
respect to the circumstances. While allowing management
substantial autonomy to run and develop the business, the Board
plays a key role in structuring and monitoring the reporting
systems and internal controls. The composition, functions of each
Board committee and their major role and function are set out in
“Board Committees” on pages 48 to 52 of this annual report. The
final decision still rests with the Board unless otherwise provide for
in the terms of reference of relevant committees.

Independent Non-executive Directors

The Independent Non-executive Directors bring a wide range of
skills and business experience to the Group. They also bring
independent judgment on the issues of strategy, performance and
risk through their contribution to the Board meetings and to the
Board committees’ meetings.

In compliance with Rule 3.10(1) of the Listing Rules, there are
three independent non-executive Directors, representing one-third
of the Board. Among the three independent non-executive
Directors, one of them have appropriate professional qualifications
in accounting or related financial management expertise as
required by Rule 3.10(2) of the Listing Rules.

The Company has received from each of its independent non-
executive Directors the written confirmation of his/her
independence pursuant to Rule 3.13 of the Listing Rules. The
Company, based on such confirmation, considers, Mr. Hsieh Yu,
Professor Jou Yow-Jen and Mr. Yeung Chi Tat to be independent.

The independence of each Director is reviewed annually by the
Nomination Committee based on the definition of independence
defined in the Listing Rules. The Nomination Committee is satisfied
as to the independence of Mr. Hsieh Yu, Professor Jou Yow-Jen
and Mr. Yeung Chi Tat, all of whom do not have any relationship
perceived to interfere with the exercise of their independent
business judgment with a view to the best interest of the
Company.
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Supply of and Access to information

The management supplied the Board with appropriate and
sufficient explanation and information through financial reports,
business and operational reports and budget statements, in a
timely manner, to enable them to make informed decisions.

The Directors are also provided with names and contact details of
the Company'’s senior management and the Company to facilitate
director access to senior management and the Company
Secretary.

Continuing professional development

The Directors keep abreast of responsibilities as a Director of the
Company and of the conduct, business activities and development
of the Company. The Company Secretary from time to time
updates and provides written training materials to the Directors,
and organizes seminars on the latest development of the Listing
Rules, applicable laws, rules and regulations relating to Directors’
duties and responsibilities. The Directors may request the
Company to provide independent professional advice at the
expense of the Company to discharge his duties to the Company.

Introduction tailored kit will be given to newly appointed Director
to his/her individual needs. This includes meetings with senior
management to enable them to have better understanding of the
Group's business and strategy and the key risks and issues.

During the year ended 31 July 2012, the Company has organized
two training sessions on the following topics for the Directors and
the management of the Company to attend:

1. Inside Information; and

2. Corporate Governance Code (2012 Revision) and Associated
Listing Rules Amendments.
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The Company Secretary maintains records of training attended by
the Directors. The training attended by the Directors and the
Company Secretary during the year are as follows:

NREAMERBEFTHEREIAENLE EFRA
AWERAFEHFENEIEENT

Directors Training Matters (Vote)
o 15| =5 1| )
Executive Directors HITEE

Huang Sheng-Shun =55 a,b
Huang Te-Wei B a,b

Lin Hung-Ming 2B a,b
Wong Tak Leung HER a,b
Non-Executive Directors FHITESE

Wu Ih Chen REW a,b

Kirk Yang 15 FERR a,b
Independent Non-Executive Directors BUHBITESE

Hsieh Yu H a,b

Jou Yow-Jen B a,b
Yeung Chi Tat B5E a,b,c.d
Company Secretary Training Matters (vt
NEWE &= 1R )
Chan Oi Fat PR B a,b
Note: Bat

a. Regulatory a =E

b. Corporate governance b TEER

C. Finance C B

d. Managerial d BEE

Directors’ and officers’ liability EEREABENER

The Company has renewed Directors’ and Officers’ liabilities
insurance for all the Directors and the senior management of the
Company for the year 2012/2013. The insurance covers them
against costs, charges, expenses and liabilities incurred arising out
of the corporate activities.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

According to the code provision A.2.1 of the New Code, the roles
of the Chairman, Mr. Huang Sheng-Shun, and the Chief Executive
Officer (the “CEO"), Mr. Huang Te-Wei, the son of Mr. Huang
Sheng-Shun, are segregated in order to reinforce their
independence and accountability.

There are clear demarcations of responsibility and authority
between the Chairman and the CEO which ensure an appropriate
balance of power, increased accountability and greater capacity of
the Board for independent decision-making.

The Chairman is responsible for providing leadership to, and
overseeing the functioning of, the Board to ensure that it acts in
the best interests of the Group and that Board meetings are
planned and conducted effectively. The Chairman is responsible
for setting the agenda for each Board meeting taking into
account, where appropriate, matters proposed by the Directors
and the Company Secretary. With the support of the Executive
Directors and the Company Secretary, the Chairman seeks to
ensure that all Directors are properly informed of issues arising at
Board meetings and provided with adequate information in a
timely manner. The Chairman promotes a culture of openness and
actively encourages Directors with different views to voice their
opinion and be fully engaged in the Board's affairs so as to
contribute to the Board’s functions. The Board, under the
leadership of the Chairman, has adopted good corporate
governance practices and procedures and taken appropriate steps
to provide effective communication with shareholders and other
stakeholders, as outlined later in this annual report.

The CEO is responsible for strategic planning, administration and
financial operation, managing the businesses of the Group,
attending to the formulation and successful implementation of
Group policies and assuming full accountability to the Board for all
Group operations. The CEO attends to oversee the Group's
compliance and internal control matters. He maintains an ongoing
dialogue with the Chairman and all Directors to keep them fully
informed of all major business development and issues. He is also
responsible for building and maintaining an effective executive
team to support him in his roles.
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BOARD COMMITTEES

To assist the Board in the execution of its duties, the Board has
delegated specific functions to five Board Committees. The
principal committees of the Board are the Audit Committee
("AC"), Remuneration Committee (“RC"), Nomination Committee

EEZREE
EXEENNEEFZESRRECRE  UHHE
%ﬁﬁlﬂﬁﬂ‘x IENEFRBERERZEE(®E

ZZ8g]) FHZES(FHEZEE])) RHZE
(Hz%i,\;ﬂ) eRzBEe(aREEE IR

("NC"), Compliance Committee (“CC") and Executive Committee epﬂﬂé,a @ ([HITZE=])  HFFHINWT -
("EC"), details of which are as follows:
Committee membership
ZEERE

Audit  Nomination Remuneration = Compliance Executive
Name Committee Committee Committee Committee Committee
®E EREEY REEEE FMEES EHREEE BITEEE
Huang Sheng-Shun i v/
Huang Te-Wei BREE / 7
Lin Hung-Ming MR v/
Hsieh Yu S 4 4 4
Jou Yow-Jen Ay v/ v/ v/
Yeung Chi Tat T v/ v/ v v
Chan Oi Fat BRE# v v
Li Yung-Ming Fok ik /

The written terms of reference of each committee are available at
the Company’s website. In addition, the written terms of reference
of Audit Committee, Nomination Committee and Remuneration
Committee are available at the Stock Exchange’s website.

Audit Committee
Composition

AC was established on 16 May 2007 and comprises three
members, all are independent non-executive Directors, namely Mr.
Yeung Chi Tat (Chairman), Mr. Hsieh Yu and Professor Jou Yow-
Jen. During the year, the role of the members remains unchanged.
The external auditors and the financial controller also attended
meetings by invitation.

Functions

o report to the Board and hold regular meetings to assist the
Board in discharging its responsibilities for effective financial
reporting, internal controls and risk management.

o monitor the integrity of the Company’s financial statements,
annual report and accounts and half-year report and review
significant financial reporting judgments contained in them.

o review, make recommendations and report to the Board on
findings relating to the financial statements, reports and
accounts, systems of internal control and risk management
and compliance issues.
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o oversee the Company’s relationship with the external
auditor, review auditor’s letter of engagement and make
recommendations to the Board on the appointment and
re-appointment of external auditor.

o review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standards.

o review external auditor’'s management letter and any
material queries raised by the auditor to the management
and the management’s response.

Further details on the work of the AC for the year 2011/2012
could be found under “Audit Committee Report” set out on
pages 74 to 75 of this annual report.

Remuneration Committee

Composition

The members of the RC are Mr. Yeung Chi Tat (Chairman), Mr.
Hsieh Yu and Professor Jou Yow-Jen, of whom are all independent
non-executive Directors.

Functions

° determine on behalf of Board, the Group’s remuneration
policy for the executive directors and the senior
management team of the Company;

o consider and advise on the terms of any contract to be
offered to directors; and

o monitor the remuneration package of the Executive
Directors and senior management team and make
recommendation.

Further information of the RC’'s activities is contained in
“Remuneration Committee Report” set out on pages 70 to 73 of
this annual report.

Nomination Committee

Composition

The NC comprises three members, all are independent non-
executive Directors, namely Mr. Yeung Chi Tat (Chairman), Mr.
Hsieh Yu and Professor Jou Yow-Jen.

Functions

o ensure the Board comprises individuals with requisite skills,
experience, to ensure that it is effective in discharging its
responsibilities.
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Meetings and Attendance

The NC met two times during the year, the attendance of the
committee members are shown as the following table:

R HELE

REBZERNENBAMARE  TRETEES
B R

No. of meeting attended/

Name No. of meeting held
HE HERE EBRE
Yeung Chi Tat (Chairman) BRE(ERE) 2/2
Hsieh Yu A 2/2
Jou Yow-Jen B2 2/2

Criteria for appointment of New Directors

The criteria for appointment of a new director are set out herein
below:

o the independence in case of an independent non-executive
Director;

o possess core competencies that meet the needs of the
Company; and

o be able to commit time and carry out duties and
responsibilities.

Process for the appointment of New Director

d ' d
Evaluation

R \

| %R Interview
. \/\‘rwom\erlg;e mst

e assess suitability
i GEES
. assess competent
iy
R

e experience

e independence
(if applicable)
AV K A
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The NC leads the process and makes recommendation of the
appointment of new director to the Board as follows:

evaluate the balance of skills, knowledge and experience on
the board and determine the role and desirable
competencies for a particular appointment in consultation
with the management; and

conduct an interview with the potential candidate to assess
suitability and to ensure that the candidates are aware of
the expectations and the level of commitment required.

NC activities during the year

Significant matters discussed by the NC are summarized as
follows:

To review the experience and background of Mr. Kirk Yang
and resolved the renewal of appointment as Non-Executive
Director of the Company be presented to the Board for
approved,

To review the independency and background of Mr. Kirk
Yang and resolved the re-designation of Mr. Kirk Yang from
a Non-Executive Director to an Independent Non-Executive
Director be presented to the Board for approval. The
effective day will be 15 November 2012;

To consider the re-election of the retiring directors at the
forthcoming annual general meeting having regard to his/

her contribution and performance;

To review and determine independency of Independent
Non-Executive Directors during the reviewing period; and

To assess the effectiveness of the Board.

Compliance Committee

Composition

The CC currently comprises Mr. Yeung Chi Tat (Chairman), Mr.
Huang Te-Wei, Mr. Lin Hung-Ming and Mr. Chan Oi Fat.

Functions

to ensure that the Group in compliance with all the relevant
rules, laws and regulation as set in different jurisdiction and
Listing Rules of Hong Kong.
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Compliance Committee activities during the year

The CC met four times during the year. The major activities
undertaken by the Committee were to oversee the financial, legal,
statutory and listing rules requirement, internal control and
corporate governance practices of the Group.

The CC reported their discussion and recommendation to the
Board periodically.

Executive Committee

Composition

The EC was established on 3 September 2007 with specific written
terms of reference and comprises four members, by whom two
are executive Directors, namely Mr. Huang Sheng-Shun and Mr.
Huang Te-Wei, Mr. Chan Oi Fat and Mr. Li Yung-Ming.

Functions
o responsible for the day-to-day management of the Group’s

businesses;

o responsible for overall financial performance of the Group in
fulfillment of strategy, plans and budgets and the Group
capital expenditures as defined in the terms of reference.

BREEEFRNED

EREEENRFARTHREH - REEGETT
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ACCOUNTABILITY AND AUDIT
Directors’ and Auditors’ acknowledgement

The Audit Committee and the Board have reviewed the
Company's consolidated financial statements for the year ended
31 July 2012. The Directors acknowledge their responsibilities for
preparing the accounts and presenting a balanced, clear and
comprehensive assessment for the Company’s performance,
position and prospects. The Directors are not aware of any
material uncertainties relating to events or conditions that may
cast significant doubt upon the Company’s ability to continue as a
going concern.

Messrs. SHINEWING (HK) CPA Limited (“SHINEWING")
acknowledged their reporting responsibilities in the auditors’
report on the consolidated financial statements for the year ended
31 July 2012.

Auditors’ Remuneration

During the year ended 31 July 2012, SHINEWING was appointed
as the Group’s auditors until the conclusion of next Annual
General Meeting. The remuneration paid/payable to SHINEWING
in respect of their audit and non-audit services were as follows:
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2012

—E—-C=F

HK$'000

FET

Audit services ET RS 980
Non-audit services IERET IR 270
Total FEE 1,250

The accounts for the year were audited by SHINEWING whose
term of office will expire upon the forthcoming Annual General
Meeting. The Audit Committee has recommended to the Board
that SHINEWING be nominated for appointment as the auditors of
the Company at the forthcoming Annual General Meeting.
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COMPANY SECRETARY

The Company Secretary, Mr. Chan Oi Fat, plays an important role
in supporting the Board by ensuring good information flow within
the Board and that board policy and procedures are followed.

The Company Secretary has day-to-day knowledge of the
Company’s affairs. The Company Secretary reports to the Board
through the Chairman and CEO. All Directors may access to the
advice and services of the Company Secretary who regularly
updates the Board on governance and regulatory matters and
should also facilitate induction and professional development of
directors.

The Board is fully involved in selection, appointment and dismissal
of the Company Secretary.

The Company Secretary is also responsible for ensuring the
procedures of the Board meetings are observed and providing the
Board opinions on matters in relation to the compliance with the
procedures of the Board meetings.

During the year ended 31 July 2012, the Company Secretary has
undertaken 20 hours of relevant professional training in
compliance with Rule 3.29 of the Listing Rules, details refer to
“Continuing professional development” set out on pages 45 to
46 of this annual report.
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INTERNAL CONTROL AND RISK MANAGEMENT
Internal Control

The Board is responsible for the effectiveness of the Group's
internal control systems. The internal control systems are designed
to meet the Group’s particular needs and the risks to which it is
exposed, and by their nature can only provide reasonable, but not
absolute assurance against misstatement or loss.

Procedures have been set up for safeguarding assets against
unauthorized use or disposition, controlling over capital
expenditure, maintaining proper accounting records and ensuring
the reliability of financial information used for business and
publication. Qualified management throughout the Group
maintains and monitors the internal control systems on an
ongoing basis.

The Company has engaged SHINEWING Risk Services Limited
("SHINEWING Risk"”) to conduct an annual review of the
effectiveness of internal control system of the Company and its
subsidiaries Dongguan Ta Yang Silicone Rubber Industrial Co. Ltd
and Beiliu Jin Gu Electronic Technology Co. Ltd. Audits were
carried out on all significant business units of the Group. The
internal control report is submitted and reviewed by the Audit
Committee. In addition, internal audit’s summary of findings and
recommendation are discussed at the Audit Committee meeting
with a view to improve the Group’s operations.

During the year, the Audit Committee reviewed the effectiveness
of the Company’s internal control and risk management
procedures and was satisfied that the Company’s internal control
processes are adequate to meet the needs of the Company in its
current business environment.

To further strengthen the internal control of the Group, control
department is established to provide day-to-day management of
the compliance and control of the Group in order to eliminate
risks of failure of operational systems and the achievement of the
Company'’s objectives. The control department is currently headed
by Mr. Huang Te-Wei, the executive Director and CEO of the
Company, and it reports directly to the Board.
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Control department will conduct meeting regularly and work
closely with SHINEWING Risk to monitor the internal control
systems within the Group in order to provide reasonable assurance
as to the effectiveness and efficiency of operations, integrity and
reliability of financial information and to safeguard and maintain
accountability of its assets. Additionally, the various divisions’ head
of the Company met with the head of Control Department each
month to ensure a sound internal control system is in place and
maintained. To enhance the knowledge of relevant staffs of the
Group, training will be provided to them in the matter of relevant
rules and applicable laws as when appropriate.

Based on the internal control report, the Board is of the view that
the internal controls of the Group are adequate and complied
with the code provision on internal control as set out in the Listing
Rules.
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Risk management

The Group manages risk under an overall strategy determined by
the Board. The framework of the risk management comprises of
the following key elements:
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° identify and assess of all the risks; o
o formulate the risk management strategies; .
o design and implement of risk management and plan; .

o monitor and report the risk management performance; and .

o continuous improvement of risk management and mitigation e

action plans.

The major risk factors assessed by the Group are listed as follows:

Rt HiERRE

ELPE I FE SR A

EREREATIEETEAN

MR AL FHE AT A E

5 L B TR AR

B REHE

BRI &

SENERREERRERRAEE S -

AEBFENEZABERRINGAT

Risk Factors Impact Mitigation

B E E b2 AR B B 19 1 B
Strategic

i

Global economic instability
and market volatility
EHEBEIERTSEE

Increasing competition

prEyiilE]

The Group’s products could be curtailed
which resulted in the risk of the operating
performance and financial stability of the
Group

RNEB R REARREm - i HAREE ) E
BRI R IBIRE B KRR

Significant product innovations, technical
advances or the intensification of
competition could adversely affect the
Group

BAREmAFT - RHRBGE SRS EIE Al
HAREEER TN E

The Company aimed to spread its
activities geographically to benefit from
opportunities in order to minimize the risk
of political and economic instability
RARH B REEHEEB D ME TR
NZBRAREH - REmREBOR kA&
ol

The Group continuously to enhance its
research and development and regularly
added new products to sustain the
growth of its business
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Risk Factors
Bk R &

Impact

2/
24

Mitigation
AR BB B HE e

Integration of acquisition

WRERE

Operational Risk
EERKE

Seasonality
Szl

Product liabilities
EREE

Raw material

FR¥#

We may not be successful acquired
business and not reach the full synergy
effects

REENTRERINIEET - WEEESR
BB 1 B s

Seasonality may adversely affect the
operating results of the Company’s
business

ESREACIE T SPI/NCIE PSS FC S 4§ Y
THIFE

Product liabilities claims could adversely
affect our Company’s business
EmBEEREFH AR A0 EBER T H]

S 488
e

Growth in cost and expense in raw
materials changes may adversely influence
the future results of the Company
EMERAR A IGEES AT HARR
RIRREEER AT E
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o The management adopted risk
assessment includes macro and
project specific risks analysis
encompassing due diligence,
financial modeling and sensitivity
analysis on key investment
assumptions and variables
EIRERMNER L BERBLE
RERON - RERBES  MBKLE
BRIHFERERZRATEREN
BRRE DT

o The management is monitoring the
progress of strategic plan and
modifying the plan from time to

time
EREEFERRBTENEE 1
RHEMGTE

The Company aimed to diversify the
product mix to minimize the seasonal risk
RARARWBEBERSCERMEEESZTIL - KA
AR 2 B 1 L B

The company has arranged insurance to
cover product liability
RAFERERBEERERR

The company aims to maintain long-terms
business relationships with suppliers to
acquire raw material
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Risk Factors Impact Mitigation

ABEE =4 LA [ B Y 3 B

Customer Loss of customers could adversely affect The Company keep in close touch with
BP our business our customers and markets and focus

Financial Risk

B 75 R B

Exchange rate fluctuation

R

Financing and liquidity
constraints

BENMRBE SR

Legal and Compliance
EHIRERER

Law and regulations
TED K AR5

Please refer to the Audit Committee Report for the committee’s

activities in 2011/2012.

Whistle Blowing Policy

To deter wrongdoing and to promote standards of good corporate
practices, the Company has adopted a whistle blowing policy at a
Board meeting held on 24 March 2011. The policy aims at
encouraging and enabling employees of the Group at all levels
and others to report violations or suspected violations and to raise
serious concerns about possible improprieties in matters of

BEPRAAREEHEMNEBEX TN E

Exchange rate fluctuation can have
harmful impact on company
X RBEHANREN TR E

Lack of financial capacity could affect the
Group's ability to conduct its business and
maintain its capital investment or dividend
payments

HMIBE N T RIS ERE EETER
R R HERRE RER DG

The Group may suffer as a results of its
failure to comply with all applicable laws
and regulations
AEESERAREETHAEBRENRR
UITESSiEPS

BRZ
BE

effort on delivery high quality products to
them

RAREEP T HH#BERBR B
REPRMELER

The Company has a hedging policy for
certain currency exchange rate risks from
time to time

NN RS 37 = = e 3 v VA S
126

The Company adopts prudent financing
treasury policy and strict cash
management policy to maintain stable
cash position

ARABFRBREENME EBRRLBEEN
R ERBER - WERRRAORSMN

The control department assists in
identifying, monitoring and providing
support to identify and manage legal risks
across the legal and seek external legal
advisers as and when appropriate

IR B R - B AR R LA E R
REBEMEFENEERR  URESHE
BRI B 55 FMIE 2 122 AL

BRR-B——F/ B —FHEE - B2
FELTEE

HBFHE

financial reporting or other matters of the Group.

REBIETRETRREFRIFEEERKF AR
FAER-ZE——F=A-THEETHNESESEH
FRABEBEER - ZBREEBBMRBEAEEER
BEREMATRBERTAISMERTR X
HAKEYBHRESHEARMFETAELFENT
RETTABEEIERT -

TA YANG GROUP HOLDINGS LIMITED A ¥ & E iz pg B R A 7 59



CORPORATE
GOVERNANCE REPORT

TEERRE

CORPORATE SOCIAL RESPONSIBILITY
Environmental protection & safety measures

To support the good environment support, the Group continues
to pursue a proactive policy in environmental protection and have
implemented a series of environmental protection practices,
details of which are as follows:

o Dongguan Ta Yang factory and Huzhou factory obtained
SO 4001 certification;

o Install a discharge and sedimentation tank in our plants to
treat domestic sewage before discharging to the sewage
drains in the neighborhood;

o Install noise-barriers in our electricity general rooms and in
the plants with air compression equipment respectively; and

o install ventilating ducts to collect exhausted gases generated
during production processes before emitting to the
atmosphere.

In addition, the Group emphasizes on safe production measures.
These measures includes safety tips which sets out certain
guidelines on occupational safety such as safely production
measures and procedures for handling emergency. In order to
promote the safety awareness, the Group also organizes induction
training and occupational safety training for our staff. The Group
has regularly checked the equipment to ensure the staff is working
at safety place.

ThEHEET

RERERZZIEE

AYHREXTRE  AEBHBEHTRER2ER
RIREFHHECR MET—RIIRBRERE - 5F
BT

. REE R KB ME BUS 1SO 4001 3338
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Green policies

We implement paper recycling policy for papers in Hong Kong
and the PRC offices. Staff are also encouraged to practice energy
saving habits, such as setting their computers to sleep mode when
not in use, controlling the temperature of air conditions and using
internal communication in the form of electronic direct mail.

During the year, the Group successfully achieved in reducing the
usage of energy, water and paper.

Employment and social affairs

The Group places emphasis to retain talent staff by providing
annual bonus, appreciation ceremony to long-term staff and
annual dinner in Chinese Lunar Year. Besides, the Group organizes
basketball and Tug-of-war sports competition, each year to
promote the mutual cooperation and understanding among the
staff. There are also corporate orientation programs to enable the
mainland staff to better understand the Group’s culture.

Learning and development

During the year, the Group organized a training program to the
staff in the PRC office focusing on the production management
areas. The program gave them an excellent opportunity to
strengthen their understanding of the functional areas within the
factory in the PRC and strategic direction of the Group to improve
and enhance the efficiency of the Group.

In addition, the Company provides financial subsidies to employees
to attend seminar organized by different professional bodies with
the aims to enhance their technical skills, business skills and
personal strengths.
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INVESTOR AND SHAREHOLDER RELATIONS
Communication with Shareholders and Investors

The Board recognizes the importance of maintaining clear, timely
and effective communication with shareholders of the Company
and investors. The Board also recognizes that effective
communication with investors is the key to establish investor
confidence and to attract new investors. Therefore, the Group is
committed to maintaining high degree of transparency to ensure
the investors and the shareholders are receiving accurate,
clear, comprehensive and timely information of the Group
via the publication of annual reports, interim reports,
press announcements, and also the Company’s website at
www.tayang.com.

Corporate communications issued by the Company have been
provided to the shareholders in both English and Chinese versions
to facilitate their understanding. A section entitled “Investor
Relations” is available on the Company’s website
www.tayang.com. Information on the Company’s website is
updated on a regular basis.

Information released by the Company to the Stock Exchange is
also posted on the Company’s website immediately thereafter in
accordance with the Listing Rules. Such information includes
financial statements, announcements, circulars to shareholders
and notices of general meetings, etc.

The Board continues to maintain regular dialogue with institutional
investors and analysts to keep them informed the Group’s
strategy, operations, management and plans.

The Company’s website is also a source of information for its
shareholders and prospective shareholders. All materials on annual
reports, interim reports and announcements are available on our
website immediately following confirmation of their release. The
contact details of the Investor Relations are also available on the
Company’s website which allows shareholders to contact the
Company easily.
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The Directors and the committee members are available to answer
the questions from the shareholders through the annual general
meeting. External auditors are also available at the annual general
meeting to address shareholders’ queries. Separate resolutions are
proposed at general meeting on each substantially separate issue.

Our investor relations activities include:
o teleconferences with analysts and fund managers;

o update of the Company’s website regularly;

o holding annual general meetings with shareholders;

o providing disclosed information on a time basis via the
Company and Stock Exchange’s website.

Hold
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Shareholders’ right
Convene of General Meetings

The Board strives to maintain an on-going dialogue with the
shareholders of the Company. Shareholders are encouraged to
participate in general meetings or to appoint proxies to attend
and vote at meetings for and on their behalf if they are unable to
attend the meetings. The process of the Company’s general
meeting are monitored and reviewed on a regular basis, and, if
necessary, changes will be made to ensure that shareholders’
needs are best served. The Company uses annual general meeting
as one of the principal channels for communicating with the
shareholders. The Company ensures that shareholders’ views are
communicated to the Board.

At the annual general meeting, each substantially separate issue
has been considered by a separate resolution, including the
election of individual Directors. The Chairman of the Board,
chairmen of the respective board committees and the external
auditor usually attend annual general meetings to inter-face with
and answer questions from the shareholders.

The last annual general meeting of the Company is the 2011
annual general meeting (“2011 AGM") which was held on 8
December 2011 at Rooms 1 and 2, United Conference Centre,
10/F., United Centre, 95 Queensway, Admiralty, Hong Kong. The
Directors, including the Chairman of the Board, the Chairman of
the Audit Committee, the Remuneration Committee and the
Nomination Committee, and the external auditor of the Company,
SHINEWING (HK) CPA Limited, attended the 2011 AGM.
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The attendance records of the Directors to the 2011 AGM are set
out below:
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Meeting(s) Attended/Held
HERE, SR RE

Directors

=

Executive Directors HITEE
Huang Sheng-Shun =
Huang Te-Wei 2R

Lin Hung-Ming MIRER
Wong Tak Leung "R
Non-Executive Directors FHTEE
Wu |h Chen REH

Kirk Yang T IEHR
Independent Non-Executive Directors BUFHTEE
Hsieh Yu A

Jou Yow-Jen EPak
Yeung Chi Tat HERE

The Company’s notice to shareholders for the 2011 AGM was
sent to shareholders not less than 20 clear business days prior to
the meeting. The chairman of the meeting exercised his power
under the Company’s Articles of Association to put each proposed
resolution to vote by way of a poll. The Company adopted poll
voting for all resolutions put to vote at the meeting. The
procedures for voting by poll at the 2011 AGM were contained in
the circular of the Company to the shareholders, which was
dispatched together with the 2011 annual report, and were
further explained at the 2011 AGM prior to the polls being taken.
Separate resolutions were proposed at the 2011 AGM on each
substantive issue and the percentage of votes cast in favor of such
resolutions as disclosed in the announcement of the Company
dated 8 December 2011 are set out below:

11
11
0/1
11

11
0/1

0/1
0/1

E

ARB T ——FRIEBFAGZREBEERE
BBRTATLR20EFELERT FEBRR 7("
FATEARBEBERARAETOES - sL5E
REMWRBEARENARR - RRAAIGRIREXRS
RROAIBARBRRARESRETRR - AR
E——FRRBEFRG LEUARETARRNEF
ENEHRARABBRRABNA - BRABKEE
E——FFH-HFTRR MARERFTE_F
——EFRRBFRSETREMMARE R =-F
——FRRAFRE L FEERFEHUEBRE
RiIRE2 MERBRREZNZEHPMENE DL (R
ARAREHR T ——F1+= H/\EE’J’“iEP&E%)
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Percentage of

Resolutions proposed at the 2011 AGM Votes

REB——FRABFASREZNRER EHAED

1. To receive and approve the audited consolidated financial statements of the Company and its 100%
subsidiaries and the reports of the Directors and the auditors of the Company for the year
ended 31 July 2011.
HERWEARARENBARBRE_ZT——FEtA=T—HIEFENLERGEUBTRER
RATMEFSREHEZBAMRE o

2. To approve and declare a final dividend for the year ended 31 July 2011. 100%
PERERBE_ZE——F+LA=T—HILFEARARE -

3(i).  To re-elect Mr. Lin Hung-Ming as an Executive Director of the Company. 99.99%
EEMRALERARARRNITES -

3(ii).  To re-elect Mr. Wong Tak Leung as an Executive Director of the Company. 96.69%
ERERRAERAIAFNITES -

3(iii).  To re-elect Mr. Kirk Yang as a Non-Executive Director of the Company. 96.69%
BEGEBLERAATIFNITES -

4. To authorize the Board to fix the remuneration of the Directors. 99.99%
EEEZSETEFAINE -

5. To re-appoint auditor and to authorize the Board to fix their remuneration. 100%
BHREZEMITREEESETAMS -

6. To grant a general mandate to the Directors to allot, issue and deal with shares not exceeding 95.89%
20% of the existing issued share capital of the Company.
RYEE—MREEARLE  BTREENBRAARERA D BITRA20% BIRG -

7. To give a general mandate to the Directors to repurchase the Company’s shares not 100%
exceeding 10% of the existing issued share capital of the Company as at the date of passing
of this resolution.
BRTEZ—BBREUBO ISR IRZEREBE AR FREEEITRA 10% (AR ARG

8. To extend the general mandate to the Directors to allot, issue and deal with additional shares 95.89%

All resolutions put to shareholders at the 2011 AGM were passed.
The Company’s Branch Share Registrars were appointed as

of the Company by addition thereto of an amount representing the aggregate nominal
amount of share repurchases by the Company.

BARTEERE  BTREERRAFFEIMNON—REXE - FXAR/REFT N EEZERARRAF
P& O Ak 10 4R (B RO 2058 -

AR T FRFBEFRE LRAKRRIRZMNHR
BRCOEBEBE - ARFANBRNBPETREES

scrutineers to monitor and count the poll votes cast at that EEZEAZAEHNEZ A UERBEXRBE

meeting. The results of the voting by poll were published on the

websites of the Company and the Stock Exchange. B8t 22 P 4 1) & o
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Procedures for putting forward proposals at general
meeting

The Board may whenever it thinks fit call extraordinary general
meetings. Any one or more shareholders holding at the date of
deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by
written requisition to the Board or the Company, to require an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; and such
meeting shall be held within two months after the deposit of such
requisition. If within twenty-one days of such deposit the Board
fails to proceed to convene such meeting the requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of
the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.

Procedures by which enquiries put to the Board

Shareholders may put forward enquiries to the Board through the
Company Secretary who will direct the enquiries to the Board for
handling.

Contact details of the Company Secretary

The Company Secretary

Ta Yang Group Holdings Limited
Flat 28, 23/F., Metro Centre Il
21 Lam Hing Street,

Kowloon Bay, Kowloon

Hong Kong

Email: alfred@tayanggroup.com
Tel No.: (852) 3678-5088

Fax No.: (852) 3678-5099
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Significant changes in articles of association

During the year, there is no significant change to the Company’s

Articles of Association.

Shareholdings information

As at 31 July 2012

Authorised Capital

HK$2,000,000,000 divided into

20,000,000,000 shares of HK$0.1

each

Issued and fully-paid

HK$77,854,100 divided into up

capital 778,541,000 shares of

HK$0.1 each

The following table summarized the existing shareholding
structure of the Company as at 31 July 2012:

HBERANNERRE
FA - ARBNABERARNL BEMERES -

ERER
RZE——F+A=+—8":

SETERRAR :2,000,000,0007 7T + 43 /20,000,000,000
% & AR E & 0.1 78 T HO AR 1D

BEITR : 77,854,100 7T+ 9 £778,541,000
B A A% A E & 0.1 78 TR 1D

TERBIAAFARE——FLA=T—HNERE

FrAZRE

% of issued

capital of

Category No. of Shares  the Company

LA A 7]

2RITIRA

kY] B EHE KBS

Controlling shareholders & Directors IR K E S 439,629,000 56.47%

Strategic Investors' FHEIREE 24,180,000 3.11%

Public & connected persons NSYSE LY N 314,732,000 40.42%

Total FEE 778,541,000 100%
Notes: Kt -

1. Strategic investors represent Mitsubishi and Shin-Etsu, which held 1. REE I E &3 H B A 12,180,000 % & 12,000,000

12,180,000 shares and 12,000,000 shares respectively.

2. 67,620,000 shares out of 314,732,000 shares are held by certain

connected persons of the Group.

3. The issued capital of the Company as at 31 July 2012 is

778,541,000 shares.
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MANAGEMENT FUNCTIONS

In general, the daily management and administration functions of
the Group have been delegated to the management except for
certain matters specifically reserved to the Board for decision.
Those matters include the setting of the overall strategic direction
and long-term objectives of the Company, approval of annual
business plan, material acquisitions and disposals of assets,
investments, connected transactions and capital projects, key
human resources issue, preliminary interim and final results
announcements, determination of interim and final dividends,
appointment of Directors and annual assessment of internal
control system.

SHARE INTERESTS OF SENIOR MANAGEMENT

As at 31 July 2012, the interests of the Senior Management of the
Company in the shares, and underlying shares of the Company
were as follows:
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BREEEROERS
i
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KRR RABREAR O R RN T

Approximate
percentage of

Equity issued share

Name of Senior Capacity in which Interests derivatives Total capital of

Management interests are held in shares  (Share Options) interests the Company

BRAESTETA EERARERT

SREEENER BEEERNEH B2 Rz (HRRRE) BHEE REANBAEI L

Chan Oi Fat Beneficial Owner — 310,000 310,000 0.04%
PR 2 ERHEAA

Wu Tien-Tao Beneficial Owner 10,500,000 485,000 10,985,000 1.41%
;DQ;/J\\}\% E?ﬁ%ﬁ}\
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REMUNERATION COMMITTEE REPORT

This report provides the details of the Remuneration Committee
("RC") and the work it has undertaken by them during the year.

RC met two times during the year, the attendance records of RC
members to RC Meeting are set out below:

FMEESRE
ABpERHABFHZESE(HFHEZBEE ) REF
PFTETT TARRIRHT

FHEZRERNFARITMAEH
BeRBEHFEHFMZESRNLE

TRBETHMNE

No. of meetings attended/

Name No. of meetings held
HE HERE EBRE
Yeung Chi Tat (Chairman) BRE(ERE) 2/2
Hsieh Yu R 2/2
Jou Yow-Jen B 1/2

Membership of the Remuneration Committee

During the year, the directors who served on RC were Mr. Yeung
Chi Tat (Chairman), Mr. Hsieh Yu and Professor Jou Yow-Jen. All
of them are independent non-executive directors.

Members of RC have no personal interest in RC's decisions and
they have no conflict of interest arising from cross directorship.
Activities of the Remuneration Committee

During the year, RC met two times and the major business of

those meetings included the following activities:

o conducting the annual review of 2011/2012 annual bonus
for Senior Management.

o conducting the annual review of 2012/2013 salary for all
Directors and Senior Management.

Remuneration Policy

The remuneration for the executive directors comprises basic

salary, bonus, share options and pensions.

Salary adjustments are made where RC takes into account
performance of the individual, contribution, responsibilities, and
reference to comparable listed companies in Hong Kong.
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The remuneration of independent non-executive director is
reviewed annually with reference to the salary research survey,
comparable companies and market condition.

Apart from basic salary, executive directors and employees are
eligible to receive a discretionary bonus taking into account factors
such as market conditions as well as corporate and individual’s
performance during the year.

In order to attract, retain and motivate talented eligible staff,
including the Directors, the Company has adopted a Share Option
Scheme. The scheme enables the eligible persons to obtain an
ownership interest in the Company and thus will motivate them to
optimize their continuing contributions to the Group.

The following table illustrates the elements of remuneration of
executive directors and senior management.

REMUNERATION
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FEESERE

BYFRTEENFTNEFHELEHSMEAS
AA LB AR LSRR IERE o

BREXRFDIN -

HITEEREEHAERENKE

TEAL - EARIBHISMN - FRLERFALRBREFRH

EME °

RRRDRNBRIE EIARS] - B RBBA S
ENEERABR(BRES) - XrfEIRREERA
TARSARAEREEED  EMABRSEESR

REBBFRFTEE

TRAPARTEELSREEEFME SN TE -

Reward

Policy details
BERRFE

Remuneration Purpose
el B )
Basic Salary To reflect the market value of o
HEA#FHE each individual

RERFE A LHTISEE C
Allowance To attract and retain the employees
p=5zl 5| k& ERE

Discretionary Bonus
BB IEAL

To motivate employees to deliver
the high levels of performance
of the Company and individual
performance goals

SENE B EBRKFHIARRD T RAEA
KEBR

Share Option To motivate the participants o
fE e HEN2EE
To attract and retain the employees
5| RiEEREE

Pension To provide appropriate and o
BRIk® competitive post retirement
benefits o
RUELEE REFRF R KERT

Cash payment
B
Monthly

&A

Reimbursement
e

Cash Payment
B
Annual

5F

Share Option
B

Cash contribution

e K
Monthly
&A

Reviewed annually
SERE

Compare against
selected comparable
companies
BEEFEMAELRAF
LEBR

Market trend

byl

Market condition
M sk

Individual performance
B AR

Market condition
ISR

The Group performance
relative to corporate
targets
REBEBENEEE RN
e

Eligible participants are
awarded in accordance
with the Share Option
Scheme
AERSHEEREER
REFTEIERS 2 52E)

MPF scheme
RESEE
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2012 Executive Director Pay Mix
—E-CHEYTESFMAS
3.11 %

7.05 %

8871 %

Salary, Allowances & Bonus ' Share Options
e

other benefits TEAT
Fe o B REAARF

The following table shows the breakdown of directors’ and senior
managements’ remuneration (in percentage terms) for the year
ended 31 July 2012:

—— 1.13%

TREJEE
MEREEEMNNBAAEABDLRTR)

Retirement Scheme
Contribution (“MPF")
RINGH IR (T8t 2 )

TE-CHFLA=+-RIEFEESF

Salary
Allowances Retirement
& other Scheme Share-based
English Name Fees benefits Bonus Contributions  payments Total
5 RH RIKETE fBIRE

HNER R EE e  REMERN A #X BES &t

% % % % % %
Directors BEE
Huang Sheng-Shun =i55E — 88.33 7.36 0.92 3.39 100
Huang Te-Wei == = 89.26 6.76 1.21 2.77 100
Lin Hung-Ming N = 89.41 6.74 1.08 2.77 100
Wong Tak Leung =HER = 871.72 731 1.45 3.52 100
Wu Ih Chen REH 21.33 68.63 3.56 1.48 5.00 100
Kirk Yang 5 ER — — — — — —
Hsieh Yu A 97.14 = = = 2.86 100
Jou Yow-Jen A 97.14 — — — 2.86 100
Yeung Chi Tat TR E 98.07 — — — 1.93 100
Senior management SR EEE
Chan Oi Fat ReR 2 2% = 90.04 7.5 1.47 0.99 100
Wu Tien-Tao RNE = 85.68 7.14 428 29 100
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The Remuneration of the members of the senior management by
band for the year ended 31 July 2012:

Remuneration Bands (HK$)

MegE(GEx)

REMUNERATION
COMMITTEE REPORT

FEESERE

SREEEREHE T —F+tA=+—HIF
ERFHEEE S OBMEmT

Number of Individuals

AB

Nil-1,000,000 #-1,000,000

Details of the amount of Directors’ remuneration during the year
ended 31 July 2012 are set out in Note 18 to the consolidated
financial statements and details of the Share Option Scheme and
grant of options by the Company during the year are set out in
Report of the Directors and Note 41 to the consolidated financial
statements.

Members of the Remuneration Committee
Yeung Chi Tat (Chairman)

Hsieh Yu

Jou Yow-Jen

Hong Kong, 30 October 2012

BE_ZT——HtA=+—RILFENEERSR
EEEHMNEBABHINNRE M BRERM T 18
i i A A a8l R AR R F AR L BN FIT D
REFEHRE MGAMBRRMES -

HFHEZBEKE
BEE(LE)
Bk

AsY

EH —ZEZ——F#+HA=+H
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This report provides details of the role of the Audit Committee
("AC") and the work it has undertaken by them during the year.

MEMBERSHIP OF AUDIT COMMITTEE

The members of the AC during the year were:

Mr. Yeung Chi Tat (Chairman)
Mr. Hsieh Yu
Professor Jou Yow-Jen

Meetings and attendance

During the year, AC met three times with 100% attendance in
September and October 2011, and, March 2012. The financial
controller and the external auditors normally attended the meeting
by invitation. The attendance records of the committee members
to AC meetings are set out below:

rBERHABEZLZES
FRFTEITTENFES

EREEEHE
RER - BERZBENKER

([BZRZEBEDBAER

GERELRE(EE)
A
IEEuEZE €

ERRHELR

FR BREEEN_ZE—FLARTAUERZ=
T—ZF=-ARTZREFE LEXRE100% ©
BERIINEZEM— RSB LFESH  TEIK
BHFEZZEESRNHERNT ¢

No. of meetings attended/

Name No. of meetings held

] HERE EERH

Yeung Chi Tat (Chairman) Gz (F/E) 3/3

Hsieh Yu Bk 3/3

Jou Yow-Jen IEEEZ 3/3

SUMMARY OF MAJOR WORKS DONE DURING FRARTRNEEIHEHRE

THE YEAR

During the year, the major works done by AC were summarized 4R @ BZZEEexKXNTETEEROT

as follows:

e reviewed with the management and the external auditors o  FEIRZXEZ=SHER] - BEIEE K& IMNEZ D
on the interim results and annual results and related ERPHEE  2FEEUANMEBRLAS(BIE
announcement including the related disclosures, integrity of FABREEH)  MBRERSTHENTE

financial reporting and the accounting policies and adopted
by the Group prior to the submission to the Board’s
approval;

o discussed with management on significant judgments
affecting Group’s consolidated financial statements;

o considered and pre-approved the re-appointment of
auditors;

o reviewed and discussed the internal control report including

the status of implementing recommendations on previous
report;
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o reviewed, assessed the adequacy and effectiveness of the
Company's internal control and risk management; and

o reviewed and monitored the external auditor’s independence
and objectivity and the effectiveness during the audit
process

FINANCIAL REPORTING

The AC has reviewed with the management the accounting
principles and practices adopted by the Group and the financial
reporting matters including a review of the audited consolidated
financial statements for the year ended 31 July 2012.

INTERNAL CONTROL

During the year, the AC engaged SHINEWING Risk Services
Limited (the “SHINEWING Risk”) to conduct the internal control
review of the Group’s operation and made recommendation to
Board accordingly. Based on the report issued by SHINEWING Risk,
the AC considered that the key areas of the Company’s internal
control systems are reasonably implemented and the Company
has compiled with the requirements of the CG code as set out in
the Listing Rules in respect of internal control. There were no
matters concerns to be brought to the attention to the Board.

EXTERNAL AUDITORS

The AC reviewed the independence of SHINEWING (HK) CPA
Limited and recommended their re-appointment as auditors of the
Group for the financial year 2012/2013 in the forthcoming AGM.

Members of Audit Committee
Yeung Chi Tat (Chairman)
Hsieh Yu

Jou Yow-Jen

Hong Kong, 30 October 2012
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The Directors have pleasure in presenting their annual report and
the audited consolidated financial statements for the year ended
31 July 2012.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the Company’s principal subsidiaries are
design and manufacture of silicone rubber input devices which are
mainly used in 4Cs (i) Consumer (consumer electronic devices), (ii)
Computers (keypads for computers and notebooks), (iii)
Communications (mobile phone handsets) and (iv) Cars
(automotive peripheral products). Particulars of the Company’s
subsidiaries are set out in Note 46 to the consolidated financial
statements. The nature of the principal activities of the Group has
not changed during the year.

RESULTS AND APPROPRIATION

The results of the Group for the year ended 31 July 2012 are set
out in the consolidated income statement on page 105.

The Directors recommend the payment of a final dividend of HK3
cents per ordinary share, totally HK$23.4 million. The final
dividend is expected to be paid to those shareholders whose
names appear on the register of members of the Company on 10
December 2012.

SHARE CAPITAL

Details of movements of the share capital of the Company during
the year are set out in Note 38 to the consolidated financial
statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$13,606,000
on additions to property, plant and equipment mainly for the
expansion and enhancement of its production capability.

Details of movements in the Group’s property, plant and

equipment during the year are set out in Note 19 to the
consolidated financial statements.
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SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the
Group for the last five financial years is set out on page 212. This
summary does not form part of the audited consolidated financial
statements.

DISTRIBUTABLE RESERVES

As at 31 July 2012, the Company’s reserve available for
distribution amounted to HK$640,533,000. Movements in
reserves of the Group and the Company during the year and the
distributable reserves of the Company as at 31 July 2012 are set
out in Note 45 to the consolidated financial statements of the
Company.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers of the Group
accounted for about 54.8% of the total revenue of the Group and
the largest customer accounted for about 21.2% of the total
revenue.

The aggregate purchases attributable to the Group’s largest
supplier and five largest suppliers taken together accounted for
approximately 9.7% and 22.5% of the Group’s total purchase for
the year.

None of the Directors, their associates, or any shareholder of the
Company (which to the knowledge of the directors own more
than 5% of the Company’s issued share capital) has any interest
in any of the Group’s five largest suppliers and customers.
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DIRECTORS

The Directors of the Company during the year and up to the date
of this report were:

Executive Directors

Mr. Huang Sheng-Shun (Chairman)

Mr. Huang Te-Wei (Chief Executive Officer)
Mr. Lin Hung-Ming

Mr. Wong Tak Leung

Non-Executive Directors

Mr. Wu Ih Chen
Mr. Kirk Yang

Independent Non-Executive Directors

Mr. Hsieh Yu
Professor Jou Yow-Jen
Mr. Yeung Chi Tat

Pursuant to Article 87 of the Company’s Articles of Association,
Mr. Wu |h Chen, Professor Jou Yow-Jen and Mr. Yeung Chi Tat
will retire by rotation and, being eligible, offer themselves for re-
election at the forthcoming annual general meeting.

INDEPENDENT NON-EXECUTIVE DIRECTORS’
CONFIRMATION

The Company has received from each of the independent non-
executive Directors an annual confirmation of his/her
independence to Rule 3.13 of The Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rule”) and as at the
date of this report still considers that all of the independent non-
executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

As at 31 July 2012, none of the Directors proposed for re-election
at the forthcoming annual general meeting has a service contract
with the Company which is not determinable by the Company
within one year without payment of compensation, other than
statutory compensation.
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EMOLUMENT POLICY

The emoluments of the Directors of the Company are
recommended by the Remuneration Committee, and decided by
the Board, as authorized by shareholders in the annual general
meeting, having regard to the Company’s operating results,
individual performance, experience, responsibility, workload and
comparable market securities. No Director is involved in deciding
their own remuneration.

The Company has adopted a Pre-IPO share option scheme and a
Post-IPO share option scheme as an incentive to the Directors and
eligible employees, details of the scheme is set out under the
heading “Share Option Schemes”.

Details of the remuneration policy for the Directors and senior
management of the Group are set out in Remuneration Report
under the heading “Remuneration Policy”.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the Directors of the Company and
the five highest paid individuals of the Group during the year
under review are set out in Note 16 to the consolidated financial
statements.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
Directors’ Interests

As at 31 July 2012, the interests and short positions of the
Directors and the 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 (the “SFO") as recorded in the
register kept by the Company pursuant to Section 352 of the SFO
or 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"”) contained in the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), were as
follows:
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(@) Long positions in Shares and underlying Shares in

the Company

(@) RARIARMREERDHEFE

Number of shares/underlying shares
held in the Company

RAQAFENRE,HERGEE
Approximate
Equity percentage of
derivatives issued share
Capacity in which Interests in (Share Total capital of
Name of Director interests are held shares Options) interests the Company® NOTES
EEnA BERZNE 7 RpEEE RATEIA A EARATE JioF23
(BB R ) BITRAK
A
Huang Sheng-Shun Settlor of Sunshiny Trust/ 413,940,000/ — 423,070,000 54.34% 1&2
HHR Sunshiny Trust A,/ 1%2
Beneficial Owner 7,874,000 1,256,000
ERBEEA
Huang Te-Wei Beneficiary of 413,940,000/ — 415,270,000 53.34% 183
BER Sunshiny Trust/ 1%3
Sunshiny Trust %A,/
Beneficial Owner 540,000 790,000
EaEEA
Lin Hung-Ming Beneficial Owner 9,640,000 1,180,000 10,820,000 1.39%
R EREEA
Wong Tak Leung Beneficial Owner 5,760,000 1,135,000 6,895,000 0.89%
BER EnEEA
Wu Ih Chen Beneficial Owner 1,875,000 1,160,000 3,035,000 0.39%
Kirk Yang Beneficial Owner — 100,000 100,000 0.013%
15 IER BEREEA
Hsieh Yu Beneficial Owner — 146,000 146,000 0.02%
By EREEA
Jou Yow-Jen Beneficial Owner — 46,000 46,000 0.006%
B9y EnEEA
Yeung Chi Tat Beneficial Owner — 146,000 146,000 0.02%

BEE

ERBAA
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Mzt -
Sunshiny Trust is a discretionary trust, of which Mr. Huang 1. Sunshiny Trust & 2 (=7t - EBREERE
Sheng-Shun is the settlor, Hang Seng Bank Trustee A BAERTERBEBRERAR ([BERTT
International Limited (the “Hang Seng Bank Trustee”) is the Bt BfEFEA  MEBRTENREKE
trustee and family members of Mr. Huang Sheng-Shun (BEEEHSE)RXEA ©
(including Mr. Huang Te-Wei) are beneficiaries.
The 413,940,000 shares, representing approximately 53.17% 2. 413,940,000 % J& 15 - BIZR 2 R14)53.17%
shareholding of the Company, are directly held by the RIRHE AT ERRBEAHE AR (R
following seven British Virgin Islands companies (“7 BVI REBRREEARDAFEERE FBW
Companies”) in aggregate as follows: T
Approximate
percentage of
issued share
No. of capital of
Name of the 7 BVI Companies Shares held the Company
tREEELESARER BEROHE EERAR B BT
BRAHPAET S
Ace Chain Investments Corporation (“Ace Chain”) 149,100,000 19.15%
China Gain Holdings Limited (“China Gain") 103,560,000 13.30%
Highwise Investment Group Corporation (“Highwise”) 57,600,000 7.40%
Join Success Business Inc. (“Join Success”) 34,560,000 4.44%
Jumbo Regent Investment Limited (“Jumbo Regent”) 34,560,000 4.44%
Master Rich Business Limited (“Master Rich”) 28,800,000 3.70%
Million Era Holding Corporation (“Million Era”) 5,760,000 0.74%
Total #5t+ 413,940,000 53.17%
The 7 BVI Companies are respectively 100% owned LR ER R 2B S A A& A Acuwake Enterprises
subsidiaries of Acuwake Enterprises Limited (“Acuwake"). Limited ([ Acuwake ]) #H 100% =K E A
Acuwake is 100% owned by Bluebell Global Enterprises 7] ° Bluebell Global Enterprises Limited
Limited. (“Bluebell”). Bluebell is wholly owned by Hang Seng (Bluebell ) # 5 Acuwake 100% ##%5 © Bluebell
Bank Trustee. Hang Seng Bank Trustee as trustee of Sunshiny HMEARITEEZEHRS - EARITERER
Trust, Mr. Huang Sheng-Shun as the settlor of Sunshiny Trust Sunshiny Trustf) S sE A BB R EE R
are taken to be interested in such shares. Mr. Huang Sheng- Sunshiny Trust B Z5EA - ELLRRIER ZH
Shun is also a director of each of the 7 BVI Companies. By E#ER c EFREENR/ERERR
LHEARBERANES -
Mr. Huang Te-Wei is a son of Mr. Huang Sheng-Shun and a 3. ERREEREEREENR T LA
beneficiary of Sunshiny Trust. As such, Mr. Huang Te-Wei is Sunshiny Trust K2 25 A © B+ HEE L AE
taken to be interested in the same block of 413,940,000 WRARBELRABE LS RAAFAENR—
shares held by the 7 BVI Companies. #£413,940,000 AR AR 15 R B o
Details of the Directors’ interests in the share options granted 4. BEENARRRENEREEENRERTER
by the Company are set out under the heading “Directors’ RTIX [EEWRER D RIRER | —E&F -
Rights to Acquire Shares” below.
The issued capital of the Company as at 31 July 2012 is 5. RRABRZE—ZFLtA=T—HNEETR

778,541,000 shares.

K5 778,541,000 BEAZ 5 °
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Details of the Directors’ interests in the share options
granted by the Company are set out under the heading
“Directors’ Rights to Acquire Shares” below.

EERNARAAROBRETOESFHITER

TR EZWBRD RN ] —&6 -

Directors’ Rights to Acquire Shares EEWERMNHRER

Number of

Shares
subjectto  Approximate
Balance Grant  Exercise price Exercise  outstanding percentage of
Exercise Period as at during per share during  optionsasat the Company's
Name of Director Date of Grant ~ (subject to vesting period) 1.8.2011 the period HK$ the period 31.7.2012  issued capital
EEfE REAH RS (ZREHRR) R=%-—-% BARE  BRORE BafaE R-B-=F fhAAE
NA-H B tA=+-B ERIRAN
Hies WATE  BAEH

BREMS R

HRHHE
Huang Sheng-Shun 16.05.2007 08.06.2008-15.05.2017 550,000 - 2.20 - 550,000 0.07%
R 24.12.2009 24.06.2010-23.12.2019 376,000 - 0.96 - 376,000 0.05%
11.01.2011 11.07.2011-10.01.2021 330,000 = 1.05 = 330,000 0.04%
1,256,000 0.16%
Huang Te-wei 16.05.2007 08.06.2008-15.05.2017 230,000 = 2.20 = 230,000 0.03%
Bl 24122009 24.06.2010-23.12.2019 300,000 - 0.96 - 300,000 0.04%
11.01.2011 11.07.2011-10.01.2021 260,000 — 1.05 — 260,000 0.03%
790,000 0.10%
Lin Hung-Ming 16.05.2007 08.06.2008-15.05.2017 320,000 - 220 - 320,000 0.04%
R 24.12.2009 24.06.2010-23.12.2019 600,000 - 096 - 600,000 0.08%
11.01.2011 11.07.2011-10.01.2021 260,000 - 1.05 - 260,000 0.03%
1,180,000 0.15%
Wong Tak Leung 16.05.2007 08.06.2008-15.05.2017 275,000 - 220 - 275,000 0.04%
BER 24.12.2009 24.06.2010-23.12.2019 600,000 — 0.96 - 600,000 0.08%
11.01.2011 11.07.2011-10.01.2021 260,000 - 1.05 - 260,000 0.03%
1,135,000 0.15%
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Number of

Shares
subjectto  Approximate
Balance Grant  Exercise price Exercise  outstanding percentage of
Exercise Period as at during per share during  optionsasat the Company's
Name of Director Date of Grant  (subject to vesting period) 1.8.2011 the period HK$ the period 31.7.2012  issued capital
£33 RitAH TR (ZERAHAR) R2--% Bakd  SROTEE BrfTE R-B-ZF fBART
NA—H BT tA=+-B EBIRAH
i3 HATE  BARAL

BREFMS R

HRHEE
Wu'lh Chen 16.05.2007 08.06.2008-15.05.2017 455,000 - 220 - 455,000 0.06%
REH 24.12.2009 24.06.2010-23.12.2019 375,000 - 0.96 - 375,000 0.05%
11.01.2011 11.07.2011-10.01.2021 330,000 - 1.05 — 330,000 0.04%
1,160,000 0.15%
Kirk Yang 24.12.2009 24.06.2010-23.12.2019 100,000 - 0.96 - 100,000 0.01%
il 11.01.2011 11.07.2011-10.01.2021 - - 1.05 - - 0%
100,000 0.01%
Hsieh Yu 24.12.2009 24.06.2010-23.12.2019 100,000 — 0.96 — 100,000 0.01%
H 11.01.2011 11.07.2011-10.01.2021 46,000 - 1.05 = 46,000 0.005%
146,000 0.015%
Jou Yow-Jen 11.01.2011 11.07.2011-10.01.2021 46,000 — 1.05 - 46,000 0.005%

A%

46,000 0.005%
Yeung Chi Tat 24.12.2009 24.06.2010-23.12.2019 100,000 - 0.96 - 100,000 0.01%
htE 11.01.2011 11.07.2011-10.01.2021 46,000 - 1.05 - 46,000 0.005%
146,000 0.015%

Further details of the share options are set out in the section

headed “Share Option Schemes” below.
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(b) Interest in associated corporations of the Company

(b)

RADEAAEEEEES fER

Percentage of
the relevant
associated
Numberof  corporation’s
Name of associated Capacity in which shares issued
Name of Director corporation* interests are held Class of shares interested  share capital
BEng HEEEERE REERNSH RER BEEZN GEERREE
RABE BRETRAH
Bat
Huang Sheng-Shun Hang Seng Bank Trustee as  Settlor of Sunshiny Trust Ordinary shares of 1 100%
Ehe trustee of Sunshiny Trust ~ Sunshiny Trust & FEA US$1.00 each
1B $RIT{E7E1E A Sunshiny SREAE1.0ETHLER
TrustEVEEEA
Acuwake Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust 8% 5EA US$1.00 each
BREE1.00ETHERR
Ace Chain Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust 89Z 5 A US$1.00 each
BREE1.00ETHEBR
China Gain Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust 8% 5EA US$1.00 each
BREE1.00ETHERR
Highwise Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust ®9&EA US$1.00 each
BREG1.0ETHEBR
Join Success Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust 8% 5EA US$1.00 each
BRERE1.00ETHEBR
Jumbo Regent Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust 89&EA US$1.00 each
BREMG1.0ETHERER
Master Rich Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust 8% 5EA US$1.00 each
FIREE1.00ETHEER
Million Era Settlor of Sunshiny Trust Ordinary shares of 1 100%
Sunshiny Trust 8Z&EA US$1.00 each
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Percentage of
the relevant
associated
Numberof  corporation’s
Name of associated Capacity in which shares issued
Name of Director corporation* interests are held Class of shares interested  share capital
Exps BB EERRE REERN S0 R4 5l BERERN (RERELE
ROEE BRITRAMN
Bat
Huang Te-Wei Hang Seng Bank Trustee as  Beneficiary of Sunshiny Trust  Ordinary shares of 100%
=G trustee of Sunshiny Trust  Sunshiny Trust 605228 A US$1.00 each
{8 & 8R 17157t A Sunshiny FREE1.00ETMHLER
TrustB1{E5EA
Acuwake Beneficiary of Sunshiny Trust  Ordinary shares of 100%
Sunshiny Trust B2 2 A US$1.00 each
SREE1.0ETHEER
Ace Chain Beneficiary of Sunshiny Trust  Ordinary shares of 100%
Sunshiny Trust 81522 A US$1.00 each
BRAEGB1.0ETHLBR
China Gain Beneficiary of Sunshiny Trust  Ordinary shares of 100%
Sunshiny Trust 1522 A US$1.00 each
BREE1.00XTHERR
Highwise Beneficiary of Sunshiny Trust  Ordinary shares of 100%
Sunshiny Trust 815225 A US$1.00 each
SREE1.00XTHEBR
Join Success Beneficiary of Sunshiny Trust ~ Ordinary shares of 100%
Sunshiny Trust B2 25 A US$1.00 each
FIREE1.00E TR LRR
Jumbo Regent Beneficiary of Sunshiny Trust  Ordinary shares of 100%
Sunshiny Trust B2 25 A US$1.00 each
FIREE1.00E TR LRER
Master Rich Beneficiary of Sunshiny Trust  Ordinary shares of 100%
Sunshiny Trust 15225 A US$1.00 each
GRREE1.00% LA RR
Million Era Beneficiary of Sunshiny Trust ~ Ordinary shares of 100%

Sunshiny Trust B2 A

US$1.00 each
BREE1.00ETHERR
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*Note:

For details of the corporate structure of each of the associated
companies, please see Notes 1 and 2 of the sub-section headed “(a)
Long positions in Shares and underlying shares held in the
Company”.

Save as disclosed above, as at 31 July 2012, none of the Directors
and the Chief Executive of the Company nor their respective
associates had any interest or short position in the shares,
underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the SFO)
which were required (a) to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO); or (b)
pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (c) notified to the Company and the Stock
Exchange pursuant to the Model Code.

SHARE OPTION SCHEMES

The Company maintains two share option schemes, namely the
Pre-IPO Share Option Scheme and the Post-IPO Share Option
Scheme for the purpose of recognizing the contribution of certain
executive directors and employees of the Group and retaining
them for the continual operation and development of the Group.
Both schemes were approved by the written resolutions of the
sole shareholder passed on 16 May 2007 and had a life of 10
years from its adoption.

Under the Share Option Schemes, the Board may, at its discretion,
offer any employee (including any Executive Director) of the
Group, options to subscribe for shares in the Company subject to
the terms and conditions stipulated in the two schemes.

The Pre-IPO Share Option

The major terms of the Pre-IPO share option scheme adopted on
16 May 2007 (“Pre-IPO Share Option Scheme"”) were summarized
as follows:

(@) Purpose of the Scheme

The purpose of the Pre-IPO Share Option Plan is to recognise
the contribution made by the executive directors and the
employees of the Company prior to the listing of shares of
the Company on Stock Exchange.
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(b)
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(d)

(e)

Participants of the Scheme

Pursuant to the Pre-IPO Share Option Scheme, the Company
may grant options to any full-time or part-time employee of
the Company and/or any its subsidiaries, including any
executive director of the Company or any of its subsidiaries
but excluding any non-executive director of the Company or
any of its subsidiaries.

Total number of shares available for issue under the
Scheme

The total number of shares in respect of the Scheme may be
granted under the Pre-IPO Share Option Scheme is
9,070,000 shares.

The maximum number of shares of the Company which may
be issued upon exercise of outstanding options granted and
yet to be exercised under the Scheme of the Company shall
not exceed 30% of the total number of shares of the
Company in issue from time to time.

Maximum entitlement of each participant

The maximum entitlement for any one participant is that the
total number of shares issued and to be issued upon exercise
of the options granted and to be granted to each participant
(including both exercised and outstanding options) in any 12
months period must not exceed 1% of the total number of
shares of the Company in issue.

Time of exercise of options

An option granted under the Pre-IPO Share Option Scheme
is exercisable at the subscription price of HK$2.20 per Share
(subject to adjustment and vesting period). If a grantee does
not cease to be Participant from the date of grant of options
(i.e. 16 May 2007) to him up to the business date
immediately prior to the date of the 1st anniversary
(“Anniversary”) of the Listing Date, the grantee may exercise
up to 1/5 of the options granted to him on or after the date
of the 1st Anniversary. In the event that the grantee does
not cease to be a Participant up to the business day prior to
the date of the 2nd, 3rd, 4th and 5th Anniversary, he is
entitled to exercise an addition of up to 1/5 of the options
granted to him on or after the relevant date of Anniversary
respectively.

(b)

(0

(d)

(e)
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(h)

The subscription price per share

The subscription price per share under the Pre-IPO Share
Option Scheme is HK$2.20 per share representing
approximately 37.1% discount to the international offering
price (assuming the offer price is the maximum of HK$3.50
per share).

Payment on acceptance of option

A non-refundable sum of HK$1.00 by way of consideration
for the grant of an option is required to be paid by each of
the grantee upon acceptance of the granted option.

Remaining life of the Scheme

The Pre-IPO Share Option Plan have no remaining life as no
further options may be granted but the provisions of the
Pre-IPO Share Option Scheme shall in all other respects
remain in force and effect and options which are granted
during the life on the Pre-IPO Share Option Scheme may
continue to exercise in accordance with the respective terms
of issue.

On 16 May 2007, the Company granted 9,070,000 options
under the Pre-IPO Share Option Scheme. No further options
would be granted under the Pre-IPO Share Option Scheme
on or after the listing date of the Company i.e. 8 June 2007.

Post-IPO Share Option Scheme

The major terms of the Post-IPO Share Option Scheme adopted on
16 May 2007 (“Post-IPO Share Option Scheme”) were summarised
as follows:

(a)

88

Purpose of the Scheme

The Post-IPO Share Option Scheme is a share incentive
scheme and is established to recognise and acknowledge
the contribution of the participants. The Post-IPO Share
Option Scheme will provide the participants an opportunity
to have a personal stake in the Company with the view to
achieving the following objectives:

. motivate the participants to optimise their
performance efficiency for the benefit of the Group;
and

° attract and retain or otherwise maintain on-going
business relationship with the participants whose
contributions are or will be beneficial to the long-term
growth of the Group.
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(b)

(@

Participants of the Scheme

Participants of Post-IPO Share Option Scheme include (i)
eligible employees (whether full time or part time employee
including any executive director) of the Group and any
invested entity; (i) any non-executive director (including
independent non-executive directors) of the Company, any
of its subsidiaries or any invested entity; (iii) any suppliers of
goods or services to any member of the Group or any
invested entity; (iv) any customer of the Group or any
member of the Group (v) any consultant, advisor, manager,
officer or entity that provides research, development or
other technological support to the Group or any invested
entity.

Total number of shares available for issue under the
Scheme

The total number of shares of the Company which may be
issued upon exercise of all option to be granted under the
Post-IPO Share Option Scheme and any other share option
schemes of the Company must not in aggregate exceed
10% of the total number of shares of the Company in issue
at the date of approval of the Post-IPO Share Option Scheme
(i.e. 16 May 2007). The Company may seek approval of the
shareholders in general meeting to renew the said 10% limit
such that the total number of shares in respect of options
that may be granted under the Post-IPO Share Option
Scheme or any other share option schemes of the Company
shall not exceed 10% of the total number of shares of the
Company in issue as at the date of approval to renew the
limit. Notwithstanding the above, the maximum number of
shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the Post-IPO
Share Option Scheme and any other share option schemes
of the Company shall not exceed 30% of total number of
shares of the Company in issue from time to time.

As at the date of this report, the total number of shares
available for issue in respect thereof is 63,056,000 shares of
the Company, representing approximately 8.10% of the
issued shares of the Company as at the date this report.

(b)

(9]
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Maximum entitlement of each participant

The maximum entitlement for any one participant is that the
total number of shares issued and to be issued upon exercise
of the options granted and to be granted to each participant
(including both exercised and outstanding options) in any 12
months period must not exceed 1% of the total number of
shares of the Company in issue. Any further grant of options
in excess of the said 1% limit shall be subject to
shareholders’ approval in general meeting with such
participant and his or her associates abstaining from voting.

Timing of exercise of options

The period during which an option may be exercised will be
determined by the Board in its absolute discretion and in any
event such period shall not be longer than 10 years after the
date of grant of the option.

The subscription price per share

The subscription price per share in respect of an option
granted under the Post-IPO Share Option Scheme is such
price as determined by the Board of the Company at the
time of the grant of the options, but in any case the
subscription price shall not be lower than the higher of:

o the closing price of the shares of the Company as
stated in the daily quotation sheets issued by the Stock
Exchange on the date on which the options are
offered, which must be a business day;

o the price being the average closing price of the shares
of the Company as stated in the daily quotation sheets
issued by the Stock Exchange for the five business
days immediately preceding the date of offer of the
options; and

° the nominal value of a share of the Company on the
date of offer.
Payment on acceptance of options

A non-refundable sum of HK$1.00 by way of consideration
for the grant of an option is required to be paid by each of
the grantee upon acceptance of the granted options.
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(h) Duration of the Scheme

The Post-IPO Share Option Scheme will remain in force for a
period of 10 years from its adoption date (i.e. 16 May 2007).
However, the Company may terminate the Post-IPO Share
Option Scheme prior to such period and in such event no
further option may be granted but options granted prior to
such termination shall continue to be valid and exercisable
in accordance with the terms of Post-IPO Share Option

Scheme.

As 31 July 2012, the outstanding number of shares in respect of
which options had been granted under the Post-IPO Share Option
Scheme was 12,810,000 shares, representing 1.65% of the issued
share capital of the Company as at the date of this report.

The other principal terms of the Pre-IPO Share Option Scheme and
Post-IPO Share Option Scheme are set out in the Prospectus of the

Company.

Details of specific categories of options are as follows:
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Option Type Date of Grant Exercise Period Exercise price
B IR Al R B T THEE
Pre-IPO Share Option Scheme 16 May 2007 08.06.2008-15.05.2017 HK$2.20
(“Share Option Scheme 1) “EE+FARA+TNA 2.20/87C
EPNGE L e S
(BT EI)
Post-IPO Share Option Scheme 24 December 2009 24.06.2010-23.12.2019 HK$0.96
(“Share Option Scheme II-A") —EEAF+=-_A=+mIA 0.96787T
BRARBEERERETE
(TRERRREETEII-A D)
Post-IPO Share Option Scheme 11 January 2011 11.07.2011-10.01.2021 HK$1.05
(“Share Option Scheme II-B") —ZT—%—HA+—H 1.05%8 7T

BHRAFREEERETE
([FERERTEI-B])
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The following table disclosed movements in the share options

during the period:

Option to subscribe for shares of the Company

BERERBANEESHE TREE

TRBALARGOERE
Balance Granted Lapsed Exercised Balance  Exercise period  Exercise price
Category or as at during during during asat  (subjectto per share
name of grantees Option Type 1.8.201 the period the period the period 3172012 vesting period) HKS
ARANESANE BRESR R=B-—-% A EilapS:d BrfiE  RoB-ZE GRH BRAEE
NE-H tA=t-8  (ZBRHFR) AT
tige ke
Directors
£
Huang Sheng-Shun Share Option Scheme | 550,000 — — — 550,000  08.06.2008- 2.20
R BEREst2l 15.05.2017
Share Option Scheme Il-A 376,000 — — — 376,000  24.06.2010- 0.96
Bz gA 23122019
Share Option Scheme [-B 330,000 — — — 330,000 11.07.2011- 1.05
BIREr2I-B 10.01.2021
1,256,000
Huang Te-Wei Share Option Scheme | 230,000 — — — 230,000 08.06.2008- 2.20
L BRiEst2l 15.05.2017
Share Option Scheme Il-A 300,000 — — — 300,000 24.06.2010- 0.96
BIRiEst2l-A 23122019
Share Option Scheme [-B 260,000 — — — 260,000  11.07.2011- 1.05
felRiEst2lp 10.01.2021
790,000
Lin Hung-Ming Share Option Scheme | 320,000 S S S 320,000  08.06.2008- 2.20
HEH BlRiEst2l 15.05.2017
Share Option Scheme I-A 600,000 — — — 600,000  24.06.2010- 0.96
felRiEstl-A 23122019
Share Option Scheme [-B 260,000 — — — 260,000 11.07.2011- 1.05
B 10.01.2021
1,180,000
Wong Tak Leung Share Option Scheme | 275,000 — — — 275,000 08.06.2008- 220
R BiEal 15.05.2017
Share Option Scheme I-A 600,000 - - - 600,000  24.06.2010- 0.96
BREs A 23.12.2019
Share Option Scheme II-B 260,000 - - - 260,000  11.07.2011- 1.05
Rzt 2lB 10.01.2021
1,135,000
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Option to subscribe for shares of the Company

TABELARDHERE
Balance Granted Lapsed Exercised Balance  Exercise period  Exercise price
Category or as at during during during asat  (subjectto per share
name of grantees Option Type 1.8.2011 the period the period the period 3172012 vesting period) HKS
ARANEERL S BRESR RZB—-F intib PR B WIB-ZF T#H e
NE-B tA=t-B  (ZBEBHFR) BT
e tits
Wu Ih Chen Share Option Scheme | 455,000 — — — 455,000  08.06.2008- 2.20
REH BEiREs 2 15.05.2017
Share Option Scheme Il-A 375,000 — — — 375,000 24.06.2010- 0.96
Bz g-a 23122019
Share Option Scheme [-B 330,000 = = = 330,000 11.07.2011- 1.05
RiRiEst2l-B 10.01.2021
1,160,000
Kirk Yang Share Option Scheme Il-A 100,000 - - - 100,000 24.06.2010- 0.96
BEH RRERT2l-A 23122019
Share Option Scheme [-B — — — — —  11.07.201- 1.05
RiRiEst2l-B 10.01.2021
100,000
Jou Yow-Jen Share Option Scheme [-B 46,000 — — — 46,000 11.07.2011- 1.05
B#y RiRiE= 2B 10.01.2021
46,000
Hsieh Yu Share Option Scheme II-A 100,000 — — — 100,000  24.06.2010- 0.96
Bl BIRET2I-A 23.12.2019
Share Option Scheme [-B 46,000 — — — 46,000 11.07.2011- 1.05
RiRiEst2l-B 10.01.2021
146,000
Yeung Chi Tat Share Option Scheme II-A 100,000 — — — 100,000  24.06.2010- 0.96
A RIRER A 23.12.2019
Share Option Scheme [1-B 46,000 = = = 46,000 11.07.2011- 1.05
RiRiEsr2l-B 10.01.2021
146,000
Total for Directors 5,959,000 — — — 5,959,000
BEE
TA YANG GROUP HOLDINGS LIMITED A ¥ £ B A IR A 7] 93



REPORT OF
THE DIRECTORS

EEERE

Option to subscribe for shares of the Company

TABALARGHBERE
Balance Granted Lapsed Exercised Balance  Exercise period  Exercise price
Category or as at during during during asat  (subjectto per share
name of grantees Option Type 1.8.201 the period the period the period 3172012 vesting period) HKS
RRANESILE BRESR R=B——F HRRE PR B WZB-ZF G#H8 BROEE
NA—-B tA=t-B  (ZBBHFR) BT
tits ke
Employees Share Option Scheme | 4,410,000 — (140,000) — 4,270,000  08.06.2008- 220
(& BEIE2 15.05.2017
Share Option Scheme Il-A 4,813,000 — (206,000) — 4,607,000 24.06.2010- 0.9
Bz gA 23122019
Share Option Scheme [-B 4,188,000 = (114,000) = 4,074,000 11.07.2011- 1.05
RIRiEr2I-B 10.01.2021
Total for Employees 13,411,000 — (460,000) — 12,951,000
B
Al Categories Share Option Scheme | 6,240,000 — (140,000) — 6,100,000  08.06.2008- 220
FEER BIRE2 15.05.2017
Share Option Scheme Il-A 7,364,000 — (206,000) — 7,158,000 24.06.2010- 0.9
BRErgA 23122019
Share Option Scheme [1-B 5,766,000 = (114,000) = 5,652,000 11.07.2011- 1.05
RIREr2I-B 10.01.2021
Total 19,370,000 = (460,000) — 18,910,000
@t
Notes: BiaT -

1. The closing price of the shares of the Company immediately before 1. RRATROREE T ——F— A+ — AR EERE
the date on which the share options granted on 11 January 2011 HE R T EAERR1.058 T -
was HK$1.05 per share.

2. The vesting period of the Pre-IPO Share Option Scheme | is from the 2. BRAFREENBERESSINEBHAREBE®RE
date of grant until the commencement of the exercise period. TEERBER -

3. The vesting period of the Post-IPO Share Option Scheme II-A is from 3. BRARBEERERESEII-ANGBHARL BN
the date of grant until the commencement of the exercise period. ZITEMFRER -

4. The vesting period of the Post-IPO Share Option Scheme II-B is from 4. BRARBEEEEREAEIBNEBH AL AN
the date of grant until the commencement of the exercise period. ZITEMFERER -

5. The share options were held by grantees who ceased to be the 5. ZEBREAHAKIEEARNERRENARAR
employees of the Group during the period. g

6. No share option was cancelled during the period. 6. EAE AR T S (B ARAE o
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Save as disclosed above, no share option was granted under the
Pre-IPO Share Option Scheme and Post-IPO Share Options Scheme.

VALUATION OF SHARE OPTIONS GRANTED
DURING THE YEAR

The valuation of share options granted during the year is set out
in Note 41 the consolidated financial statements.

INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS

As at 31 July 2012, so far as is known to the Directors, the
following persons have an interest or short position in the shares
or underlying shares of the Company which would fall to be
disclosed to the Company under the provision of Divisions 2 and 3
of Part XV of the SFO and are recorded in the register kept by the
Company under section 336 of the SFO:

Long positions in the Shares

As at 31 July 2012, so far as is known to the Directors of the
Company, the following, not being a Director or the Chief
Executive of the Company, have an interest or short position in
the shares or underlying shares of the Company which would fall
to be disclosed to the Company under the provision of Divisions 2
and 3 of Part XV of the SFO and are recorded in the register kept
by the Company under section 336 of SFO:

Long positions in the Shares and Underlying Shares
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Percentage of

interests as to
Number of Number of the issued
shares held in  shares subject share capital of
Name of shareholder Nature of interests the Company to options Total the Company™ Note(s)
RERER Rt BAEADH BREIR mst HERRTER Hizt
RHEE KR 5 8 E BITRAH
EREAL
Acuwake Enterprises Interest of controlled 413,940,000 — 413,940,000 53.17% 1
Limited corporation
REHEERER
Bluebell Global Enterprises  Interest of controlled 413,940,000 — 413,940,000 53.17% 1
Limited corporation
REEEER
Hang Seng Bank Trustee Trustee of Sunshiny Trust 413,940,000 — 413,940,000 53.17% 1&4
International Limited Sunshiny Trust 8J{E3EA 1%k4

BAERTEAERERAR
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Percentage of
interests as to

Number of Number of the issued
shares held in  shares subject share capital of
Name of shareholder Nature of interests the Company to options Total the Company™ Note(s)
REAR ERME BEXAT BRESR ‘st HEDFE Mzt
RPEE HRDER BITRAH
ERAEALY
Hang Seng Bank Limited Interest of controlled 413,940,000 — 413,940,000 53.17% 4&5
BAERTHAR AR Corporation 4K5
G EEER
The Hongkong and Interest of controlled 413,940,000 — 413,940,000 53.17% 5
Shanghai Banking Corporation
Corporation Limited R ER
BB LBELRITERAR
HSBC Asia Holdings BV Interest of controlled 413,940,000 — 413,940,000 53.17% 5
Corporation
G EERER
HSBC Asia Holdings Interest of controlled 413,940,000 — 413,940,000 53.17% 5
(UK) Limited Corporation
X EEER
HSBC Holdings BV Interest of controlled 413,940,000 — 413,940,000 53.17% 5
Corporation
REHEERER
HSBC Finance (Netherlands)  Interest of controlled 413,940,000 — 413,940,000 53.17% 5
Corporation
X EEER
HSBC Holdings plc Interest of controlled 413,940,000 — 413,940,000 53.17% 5
EEZRARAE Corporation
R EE R
Ace Chain Investments Beneficial interests 149,100,000 — 149,100,000 19.15% 1
Corporation ExEn
China Gain Holdings Beneficial interests 103,560,000 — 103,560,000 13.30% 1
Limited ExlEn
Highwise Investment Beneficial interests 57,600,000 — 57,600,000 7.40% 1

Group Corporation
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Percentage of
interests as to

Number of Number of the issued
shares held in  shares subject share capital of
Name of shareholder Nature of interests the Company to options Total the Company™ Note(s)
RE AR ERME BRAELXDQH BREIR @st HEEDFE Hizt
R E HRBEE BITRAH
EREALY
Huang Sheng-Shun Settlor of Sunshiny Trust/ 413,940,000 — 423,070,000 54.34% 2
B Sunshiny Trust & FE A,/
Beneficial interests 7,874,000 1,256,000
ExfEm
Tong Mei-Jen Beneficiary of 413,940,000 — 423,070,000 54.34% 3
EXY Sunshiny Trust/
Sunshiny Trust 5225 A,/
Spouse Interests 7,874,000 1,256,000
I &
Huang Te-Wei Beneficiary of 413,940,000 — 415,270,000 53.34% 8
BiEm Sunshiny Trust/
Sunshiny Trust (9% 25 A,/
Beneficial interests 540,000 790,000
BnfEn
Chao Yu Ting Spouse interests 413,940,000 — 415,270,000 53.34% 9
HER [T
Spouse Interests 540,000 790,000
fofdigs
Wu Pei Min Corporate Interests/ 56,970,000 — 57,120,000 7.34% 6
Kbk Naliw/
Beneficial Interests 150,000 —
a3
Wu Chung-chieh, Jack Corporate interests/ 56,970,000 — 56,970,000 7.32% 7
R UNGIE- £
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The 413,940,000 shares relate to the same block of shares in the
Company. These shares were directly held by the 7 BVI companies,
all of which were wholly-owned by Acuwake Enterprises Limited
("Acuwake”) which in turn was wholly-owned by Bluebell Global
Enterprises Limited (“Bluebell”). Bluebell was wholly-owned by
Hang Seng Bank Trustee International Limited (“Hang Seng Bank
Trustee”) as trustee of Sunshiny Trust. Ace Chain Investments
Corporation, China Gain Holdings Limited and Highwise Investment
Group Corporation are three of the 7 BVI companies which hold
their respective shareholding of the Company directly as detailed in
the above table. For details of the interests of Sunshiny Trust in the
Company, please refer to notes 1 and 2 of the sub-section headed
“(a) Long positions in Shares and underlying Shares in the
Company” under the section headed “Directors’ and Chief
Executive’s Interests” in the above.

Mr. Huang Sheng-Shun as settlor of Sunshiny Trust is taken to have
an interest in such shares. Details of Mr. Huang Sheng-Shun’s share
options, please refer to sub-section headed “Share Option Scheme”
for details.

Ms. Tong Mei-Jen, the spouse of Mr. Huang Sheng-Shun, is also
deemed to be interested in such shares which Mr. Huang Sheng-
Shun is interested in.

Hang Seng Bank Trustee International Limited was a wholly-owned
subsidiary of Hang Seng Bank Limited. Hang Seng Bank Limited was
owned as to approximately 62.14% by The Hongkong and
Shanghai Banking Corporation Limited.

The Hongkong and Shanghai Banking Corporation Limited was
wholly owned by HSBC Asia Holdings BV which was a wholly
owned subsidiary of HSBC Asia Holdings (UK) Limited. HSBC Asia
Holdings (UK) Limited was wholly owned by HSBC Holdings BV
which in turn was wholly-owned by HSBC Finance (Netherlands).
HSBC Finance (Netherlands) was a wholly owned subsidiary of HSBC
Holdings plc.

56,970,000 shares out of 57,120,000 are beneficially-owned by
Golden King Holdings Limited and Joint Kingdom International
Holdings Limited which were 50% held by Ms. Wu Pei Min and
50% held by Mr. Wu Chung-chieh, Jack respectively. Accordingly,
Ms. Wu Pei Min and Mr. Wu Chung-chieh, Jack are deemed to have
beneficial interests in all these shares by virtue of SFO.

56,970,000 shares are beneficially-owned by Golden King Holdings
Limited and Joint Kingdom International Holdings Limited which
were 50% held by Ms. Wu Pei Min and 50% held by Mr. Wu
Chung-chieh, Jack respectively. Accordingly, Ms. Wu Pei Min and
Mr. Wu Chung-chieh, Jack are deemed to have beneficial interests
in all these shares by virtue of SFO.
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(8)  Mr. Huang Te-Wei is the son of Mr. Huang Sheng-Shun and a
beneficiary of Sunshiny Trust. As such, Mr. Huang Te-Wei is taken
to be interested in the 413,940,000 shares directly held by the 7 BVI
Companies as controlled companies of Sunshiny Trust. Details of
Mr. Huang Te-Wei's share options, please refer to sub-section
headed “Share Option Scheme” for details.

(9)  Ms. Chao Yu Ting is the spouse of Mr. Huang Te-Wei and
accordingly is deemed to be interested in all the Shares which Mr.
Huang Te-Wei is interested in.

(10) As at 31 July 2012, the issued capital of the Company is
778,541,000 shares.

Save as disclosed above, as at 31 July 2012, the Directors and the
Chief Executive of the Company were not aware of any person
who has an interest or short position in the Shares, or underlying
Shares which would fall to be disclosed to the Company and the
Stock Exchange under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or who was directly or indirectly interested in 10%
or more of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of any other
member of the Group.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the year was the
Company, any of its holding companies, subsidiaries or fellow
subsidiaries a party to any arrangements to enable the directors or
the chief executives of the Company or any of their respective
spouses or children under 18 years of age to acquire benefits by
means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

DIRECTORS' INTEREST IN CONTRACTS

No contract of significance, to which the Company, any of its
holding companies, subsidiaries or fellow subsidiaries a party and
in which a Director of the Company had material interest, whether
directly or indirectly, subsisted at the end of or at any time during
the year, nor had there been any contract of significance entered
into between the Group and a controlling shareholder of the
Company during the year ended 31 July 2012.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 July 2012, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities during the year.
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COMPETING INTERESTS

As at 31 July 2012, in so far as the Directors were aware, none of
the Directors or their respective associates had any interest in a
business that competed or was likely to compete with the business
of the Group.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s articles of association or the laws of Cayman Islands,
which would oblige the Company to offer new shares on a pro-
rata basis to existing shareholders.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, as at the date of this
report, there is sufficient public float of not less than 25% of the
Company’s issued shares as required under the Listing Rules.

AUDIT COMMITTEE

The Company has established an audit committee with written
terms of reference in compliance with Listing Rules. The primary
duties of the audit committee are to review and supervise the
financial reporting process and internal control system of the
Group, and to review the Company’s annual report and half-yearly
reports to provide advice and comments thereon to the Board.
The audit committee comprises of Mr. Yeung Chi Tat, Mr. Hsieh
Yu and Professor Jou Yow-Jen, all of whom are independent non-
executive Directors of the Company.

The Audit Committee has reviewed the Group’s annual results for
the year ended 31 July 2012 in conjunction with the Company’s
auditors.
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CORPORATE GOVERNANCE

The Stock Exchange has made various amendments to the Code
on Corporate Governance Practices (the “Former Code”) set out
in Appendix 14 of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), and the revised code,
namely Corporate Governance Code (the “New Code”), became
effective on 1 April 2012. The Company has complied with all the
applicable code provisions of the Former Code from 1 August
2011 to 31 March 2012. The Company has also complied with all
the code provisions of the New Code from 1 April 2012 to 31 July
2012, except the new code provision C.1.2 which requires the
Company to provide all members of the Board with monthly
updates giving a balanced and understandable assessment of the
Company’s performance, position and prospects in sufficient
detail.

During the period from 1 April 2012 to 31 July 2012, the
management of the Company did not provide monthly updates to
all members of the Board as required by new code provision C.1.2,
as all the Executive Directors were involved in the daily operation
of the Group and were fully aware of the performance, position
and prospects of the Company, and the management has
provided to all Directors (including Non-Executive Directors and
Independent Non-Executive Directors) quarterly updates giving a
balanced and understandable assessment of the Company’s
performance, position and prospects in sufficient detail during the
regular board meetings of the Company.

In addition, the management has provided all members of the
Board, in a timely manner, updates on any material changes to
the performance, position and prospects of the Company and
sufficient background or explanatory information for matters
brought before the Board.

CLOSURE OF REGISTER OF MEMBERS

In order to determine members who are entitled to attend the
Annual General Meeting of the Company to be held on Tuesday,
4 December 2012, the register of members of the Company will
be closed from Friday, 30 November 2012 to Tuesday, 4
December 2012, both days inclusive, during which period no
transfer to shares can be registered. All transfers accompanied by
the relevant share certificates must be lodged with the Company’s
Share Registrar, Tricor Investor Services Limited at 26/F., Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong, not later
than 4:30 p.m. on Thursday, 29 November 2012.
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In order to qualify for the approved final dividend, the register of
members of the Company will be closed from Tuesday, 11
December 2012 to Wednesday, 12 December 2012 (both days
inclusive). All transfers accompanied by the relevant share
certificates must be lodged with the Company’s Share Registrar,
Tricor Investor Services Limited at 26/F., Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong, not later than 4:30 p.m.
on Monday, 10 December 2012.

FINAL DIVIDEND

The directors of the Company are pleased to recommend the
payment of a final dividend of HK3 cents (2011: HK6 cents) per
share for the year ended 31 July 2012, totaling HK$23.4 million
(2011: HK$46.7 million) which is expected to be paid on or before
28 December 2012 to its shareholders per its register of members
at the close of business on 10 December 2012 subject to the final
approval in the Annual General Meeting to be held on 4
December 2012.

AUDITORS

The accounts for the year ended 31 July 2012 have been audited
by Messrs. SHINEWING (HK) CPA Limited, who retire and, being
eligible, offer themselves for re-appointment at the 2012 AGM. A
resolution will be proposed at the forthcoming annual general
meeting of the Company for the re-appointment of Messrs.
SHINEWING (HK) CPA Limited as auditor of the Company.

On behalf of the Board

Huang Sheng-Shun
CHAIRMAN
Hong Kong

30 October 2012
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SHINEWING (HK) CPA Limited
43/F., The Lee Gardens

33 Hysan Avenue

Causeway Bay, Hong Kong

fekspda

Shine‘ZO[ng

TO THE MEMBERS OF TA YANG GROUP HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Ta Yang
Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 105 to
211, which comprise the consolidated statement of financial
position as at 31 July 2012, and the consolidated income
statement, the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

DIRECTORS' RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with our agreed terms of
engagements, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. We conducted our audit in accordance
with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Group as at 31 July
2012 and of the Group’s loss and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with
the disclosure requirements of the Hong Kong Companies
Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Hon Kei, Anthony

Practising Certificate Number: P05591

Hong Kong
30 October 2012
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CONSOLIDATED
INCOME STATEMENT

e laER

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

2012 2011
—E——fF ZE——fF
Notes HK$'000 HK$'000
BaE FET T

Turnover S 8 624,525 787,348
Cost of sales S EE RN (588,088) (637,618)
Gross profit EF 36,437 149,730
Other operating income H b & A 8 36,126 26,479
Selling and distribution expenses HERSHEBX (27,357) (26,638)
Administrative expenses TR (105,538) (104,751)
Other expenses H bR 10 (15,558) (5,156)
Gain on deemed disposal of subsidiaries 7 {FH & KB A 7z 11 — 2,249
Share of results of jointly controlled B EREIE S TR LA

entities (11,538) (838)
Share of result of an associate EE—RBE RS 186 (85)
Finance costs & A 12 (657) —
(Loss) profit before tax Br AR AT (E518) )i A (87,899) 40,990
Income tax credit FiiSfiig%e 13 9,809 1,654
(Loss) profit for the year attributable RARHEEAEEEA

to owners of the Company (E518) %7 14 (78,090) 42,644
(Loss) earnings per share & (E18) &F 16

Basic AR (HK10.03 cents &fl])  HK5.48 cents &l

Diluted E (HK10.03 cents Bfl))  HK5.48 cents &l
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
SmeEZEWER

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

2012 2011
—E-CfF —T——%
Note HK$'000 HK$'000
Htat FET FAT
(Loss) profit for the year FENR(EE) = F (78,090) 42,644
Other comprehensive income (expenses) Hh2mEUA (Fis2)
Exchange differences arising on BMEGINETSE A RIE K =50
translating foreign operations
Exchange differences arising during RERNELERNE N =58
the year 10,910 39,390
Reclassification adjustments relating BRAFARIELENE
to deemed disposal of subsidiaries NN EF AR
during the year 11 — (386)
10,910 39,004
Available-for-sale financial assets AEHESmERE
Net (loss) gain arising on revaluation of FREGHAIHEE SR
available-for-sale financial assets BEEERN(EE)
during the year W 35 (13,727) 22,968
Reclassification adjustments for loss SFARAE WS RAEE
(gain) included in the consolidated (Wzs) B DA
income statement
— gain on disposal — HERE (6,513) (6,550)
— impairment loss — REEE 3,856 913
(16,384) 17,331
Share of other comprehensive FE(L — B2 A B K HF
(expenses) income of an associate THIEENEMEE
and jointly controlled entities (FX) WA
Share of exchange reserve of an L —EEE R RR
associate R (287) 184
Share of exchange reserve of jointly FEAE KRS B A
controlled entities R (503) 933
(790) 1,117
Other comprehensive (expenses) income G REM 2 () A
for the year, net of tax (Br#i18) (6,264) 57,452
Total comprehensive (expenses) income AAR#HA AEIEFRNEE
for the year, net of tax, attributable to  (Fis2) Ug A 4858 (RFi1%2)
owners of the Company (84,354) 100,096
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
e BT ISR TR

AS AT 31 JULY 2012 R=ZZE—=F+A=1+—H

2012 2011
—F—=F —F——F
Notes HK$’000 HK$'000
Hta FET FBT
Non-current assets ERBEE
Property, plant and equipment M - BB RRE 19 290,626 312,675
Construction in progress TEEIRE 20 2,423 749
Prepaid lease payments BHEERE 21 58,985 59,924
Investment property LB 22 31,195 26,510
Available-for-sale financial assets AL ESREE 23 65,524 74,509
Held-to-maturity investments RAEZIEEE 24 2,442 —
Interests in jointly controlled entities A 2L R ) B RS A 2 25 5,672 16,741
Interest in an associate R — SR 5 f S 26 1,341 1,442
Loan receivable from a jointly FEU— R 2L R I E 22 Y
controlled entity B 27 7,801 7,801
Deposits for acquisition of land use Yo + 3 AR IR &
rights 18,209 6,811
484,218 507,162
Current assets MENE E
Inventories ER 28 166,156 180,181
Trade and other receivables EUE ZERF K
o e Wk IE 29 265,330 286,960
Entrusted loan receivable EUREFTE R 30 30,500 —
Prepaid lease payments TR HEEFRIE 21 1,370 1,378
Amounts due from jointly controlled JRE LT L ) 422 1) B B ) 30 TE
entities 31 11,853 12,991
Income tax recoverable BEdEiEEy 10 16
Held-to-maturity investments HAZEIEKRE 24 43,035 23,660
Held-for-trading investments FIEEERE 32 5,851 986
Derivative financial instruments TESRIT A 33 2,229 4,172
Short-term bank deposits REEBIRITIE R 34 90,870 —
Bank balances and cash RITHER LIRS 34 78,280 262,248
695,484 772,592
Assets classified as held for sale PERBIELHEEE 35 — 2,772
695,484 775,364
Current liabilities MEAE
Unsecured bank borrowing EFFARITER 36 31,734 —
Trade and other payables JEE SRR K
H A fEf 5RIE 37 106,966 100,507
Income tax payable FER RS 29,347 40,517
168,047 141,024
Net current assets mBEEFE 527,437 634,340
Total assets less current liabilities BEAEBRRDERE 1,011,655 1,141,502
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

e BT ISR T R

ASAT 31 JULY 2012 R=ZE——F+A=+—H

2012 2011
—EB-=F —F——F
Notes HK$'000 HK$’'000
Kt FET T
Capital and reserves B K #
Share capital A& 38 77,854 77,854
Reserves fHs 930,035 1,060,299
Total equity R EE 1,007,889 1,138,153
Non-current liabilities FEmEBBE
Deferred income EIEUT A 39 1,028 1,040
Deferred tax liabilities FEEFRIEE & 40 2,738 2,309
3,766 3,349
1,011,655 1,141,502

The consolidated financial statements on pages 105 to 211 were
approved and authorised for issue by the board of directors on 30
October 2012 and are signed on its behalf by:

Director

B%
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
MERBREHR

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

Share Investments Share Capital ~ Statutory
Share Share  options  Retained Exchange revaluation repurchase redemption surplus Legal
capital  premium reserve profits reserve reserve reserve reserve reserve reserve Total
BRE R& k& &% EEEH
BE  RIEE R REEN  ELRKE ERRE BORE HOREE e ERfk am
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HKS$'000
TER THL FaR TER TEr ThR TAL TAT TAT TER THL
(Note 1) (Note 2) (Note 3) (Note 4)
(1) (Hat2)  (Wi#3)  (Kiit4)
At 1 August 2010 R=Z-ZEN\A-H 77,801 632,962 12,455 216,527 95,599 14171 (1,219) 2,201 29,704 49 1,080,250
Profit for the year FREF — — — 42,644 — — — — — — 42,644
Other comprehensive income for the year — FRE {2 EUYA
Exchange differences arising on RERNEBEEMER R
translating foreign operations — — — — 39,390 — — — — — 39,390
Reclassification adjustments relatingto ~ BEEMNBEHERBARN
deemed disposal of subsidiaries ENAEHER
during the year — — — — (386) — — — = = (386)
Net gain arising on revaluation of FRERTENELHER
available-for-sale financial assets EENRRFE
during the year - — — — — 22,968 - — - - 22,968
Reclassification adjustments for loss HAGAUERNESE ()
(gain) included in the EZiipny EilS
consolidated income statement
— gain on disposal — hEkE = = = = = (6,550) - - - - (6,550)
— impairment loss —RERE - - — — — 913 - — — — 913
Share of exchange reserve of EEBENANEL FE
an associate = = = = 184 = = = = = 184
Share of exchange reserve of jointly JE(EARRHERAOE L i
controlled entities - - — — 933 - - - = = 933
Total comprehensive income for the year R EMA B5E — — — 42,644 40,121 17,331 — - - — 100,09
Exercise of share options fifeiaRE m 3,188 (846) — — — — = = = 2,614
Transfer to reserve for value of share BHRKERENER
options forfeited HBRTEE = = (741) 74 = — — _ _ _ _
Equity-settled share-based transactions ~ EZER ARG ERR S = - 3,264 — - - - - - - 3,264
Appropriation to reserves B EkE — — — (3,007) — — — — 3,007 — —
Shares repurchased and cancelled BREERZERRD (219) (2,364) — (219) - — 1.219 219 = = (1,364)
Dividend declared and paid during FRERKEEARE
the year — — — (46,707) — — — — — — (46,707)
At31 July 2011 N-B——F+A=1-H 77854 63378 14132 209979 135720 31502 — 40 R 49 1138153
Loss for the year FRER — — — (78,090 - - - - - —  (78,090)
Other comprehensive income for the year — FRE {1 2EUYA
Exchange differences arising on BREBNRBEENERZE
translating foreign operations — — — — 10,910 — — — — — 10910
Net loss arising on revaluation of FRBREAELESREE
available-for-sale financial assets EERERTE
during the year — — — — — (13,727) — — — — (13,727)
Redlassification adjustments for loss SAGEMERNEE (&)
(gain) included in the consolidated ENAEHER
income statement
— gain on disposal — BERE — — — - - (6,513) — — — — (6,513)
— impairment loss —REFR — — — — — 3,856 — — — - 3,856
Share of exchange reserve of an ERBERANEL R
associate — — — — (287) — — — — — (287)
Share of exchange reserve of jointly EEAREHEENE FE
controlled entities — — — — (503) — — — — — (503)
Total comprehensive income (expenses) — FRZEMA (%) 4%
for the year — — — (78,090) 10,120 (16,384) — — — — (84,354)
Transfer to reserve for value of share BRI RERENER
options forfeited HBEEGEE — — (830) 830 = — — — — _ _
Equity-settled share-based transactions ERERORNERT S = — 802 — — — — — _ _ 802
Appropriation to reserves BREME — — — (700) — — - — 700 - —
Dividend declared and paid during FRAERREEARS
the year — — — (46,712) — — — — — — (46,712)
At 31 July 2012 RZF-—FtA=t-AH 77,854 633,786 14,104 85,307 145,840 15,118 = 2420 33411 49 1,007,889
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
meEm# R

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

Notes:

1.

110

Share repurchase reserve

Share repurchase reserve represents the amount paid on the
repurchase of shares during the year but the shares were not yet
cancelled as at the date of the reporting period.

Capital redemption reserve

Capital redemption reserve represents the nominal value of the
shares repurchased which has been paid out of the distributable
reserves of the Company.

Statutory surplus reserve

As stipulated by regulations in the People’s Republic of China (the
“PRC"), the Company’s subsidiaries established and operated in the
PRC are required to appropriate 10% of their after-tax-profit (after
offsetting prior year losses) as determined in accordance with the
PRC accounting rules and regulations, to statutory surplus reserve
until the reserve balance reaches 50% of the registered capital. The
transfer to this reserve must be made before distribution of a
dividend to equity owners.

Legal reserve

In accordance with Macau Commercial Code, the Company’s
subsidiary incorporated in Macau is required to appropriate 25% of
its net profit to a legal reserve until the balance of the reserve
reaches 50% of the subsidiary’s registered capital. Legal reserve is
not distributable to shareholders.

Profit attributable to owners of the Company
The consolidated profit attributable to owners of the Company
includes a profit of approximately HK$41,641,000 (2011:

HK$53,931,000) which has been dealt with in the financial
statements of the Company.
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CONSOLIDATED STATEMENT OF

CASH FLOWS
FERERER

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

2012 2011
—E——f&F —T——F
HK$'000 HK$'000
FTEx FHET
OPERATING ACTIVITIES RETEE
(Loss) profit before tax BFi AT (B8 ) a7 (87,899) 40,990
Adjustments for: FATSIBELFE
Interest income FEWA (7.133) (4,675)
Dividend income B B A (2,848) (509)
Investment income from derivative PTES BT BEREWA
financial instruments (2,125) (364)
Fair value loss (gain) on derivative PTEEMIARNTE
financial instruments (E518) Wz 1,524 (1,127)
Loss (gain) on disposal of derivative HEMETmIA
financial instruments E1E (Ueas) 631 (205)
Gain on disposal of held-for-trading HERFEEERE K
investments (1,589) (112)
Fair value loss on held-for-trading FIEEERENTEER
investments 1,846 22
Gain on disposal of available-for-sale HERHEESRERE
financial assets W2k (4,134) (11,750)
Impairment loss recognised in respect HAHHESREE
of available-for-sale financial assets R REEE 4,123 1,235
Amortisation of prepaid lease TE SR IEE
payments 1,371 1,393
Amortisation of deferred income BTN N B (24) (24)
Depreciation of property, plant and M - BERRETE
equipment 43,493 44,515
Increase in fair value of investment =L NS =R
property (4,355) (1,879)
Impairment loss recognised in respect HIE - BE MR EER
of property, plant and equipment SONERIEY E — 84
Share of results of jointly controlled e ERIEGI B RS
entities 11,538 838
Share of result of an associate JEf — B N AR 245 (186) 85
Impairment loss recognised in respect MR EEFI T AR
of interest in jointly controlled MR RERE
entities 1,800 —
Gain on deemed disposal of BIEHEM B AR R MU Es
subsidiaries — (2,249)
Loss on disposal of property, plant HEWE - BEREE
and equipment &8 76 150
Impairment losses recognised in MW E SRR R E A
respect of trade and other fEW B ERA R EEE
receivables 171 508
Reversal of impairment losses ol oh eI E 5 BR TR IER
recognised in respect of trade B EEE
receivables — (119)
Allowance for inventories FERE 436 228
Government grants BT B & (1,121) (1,592)
Finance costs BERA 657 —
Equity-settled share-based payment WS (E T AR D EERE S 2R
expenses X 802 3,264
Operating cash flows before BEEGEHATLS
movements in working capital Reng (42,946) 68,707
Decrease (increase) in inventories FERL GEM) 14,947 (12,200)
Decrease in trade and other e & 5 Bk 30  EL A e WK A
receivables Ve 25,699 26,155
Increase (decrease) in trade and BN E SRR L H A e 3kE
other payables 40 GRiA) 7,360 (17,103)
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CONSOLIDATED STATEMENT OF
CASH FLOWS
MERERER

FOR THE YEAR ENDED 31 JULY 2012 BEZE=T—=—F+tA=1+—HIEFE

2012 2011
—EB-—CfF —T——fF
Note HK$'000 HK$'000
et FEx FHT
Cash generated from operations REKEETHNIES 5,060 65,559
Hong Kong Profits Tax refund (paid) RE (BR) BBFEH 6 (174)
Taiwan Profit-Seeking-Enterprise B BEENEEMEN
Income Tax paid (161) =
PRC Income Tax paid EANGAIEKE) (863) (3,806)
NET CASH GENERATED FROM RELETHNELTE
OPERATING ACTIVITIES 4,042 61,579
INVESTING ACTIVITIES REED
Placement of short-term bank deposits RHEBRITIE X (101,794) =
Purchase of held-for-trading BERIEEERE
investments (77,790) (6,016)
Payment for derivative financial TESBMIAMNK
instruments (31,928) (4,384)
Advance of entrusted loan receivable FEWRETE R (30,500) —
Purchase of held-to-maturity BEREEZR Jﬁjﬁxﬁ
investments (21,715) (12,050)
Purchase of property, plant and BEWE  BE &G
equipment (13,556) (27,847)
Purchase of available-for-sale BEAMHHESHEE
financial assets (15,254) (23,734)
Deposits paid for acquisition of B IeiE 1t R iR &
land use right (11,340) (6,811)
Payment for construction in progress EETRMNR (6,218) (25,099)
Increase in loan receivable from FEUR— B E R H EENER
a jointly controlled entity #n = (7,801)

Proceeds from disposal of property, HEMZE - BE R&E
plant and equipment BIFT1S T8 237 865

Investment income from derivative PSRBT AMIEERA

financial instruments 2,125 —
Dividends received from available-for- =l —Mﬁm% A E WER Y

sale financial assets 1,928 —
Repayment from (advance to) jointly H? %IJAEE HIE 3K

controlled entities (BT HERIERIEEE) 1,234 (6,944)
Interest received B U F 'J 5,603 5,228
Proceeds from disposal of available- ﬁ%"ﬂ,\ﬁ’i BEER

for-sale financial assets FriS 33 8,786 21,963
Withdrawal upon maturity of EAL%%ETTT%QJ%@E%?EEX

short-term bank deposits 10,924 —
Proceeds from disposal of derivative HETESRM T ANAERE

financial instruments 31,716 4,482
Proceeds from disposal of held-for- HEFIEEEREMNMEHIE

trading investments 72,694 5,207
Capital injection in a jointly controlled A — R E TS

entity = (12,610)
Cash outflow on deemed disposal of RIEHEMBRARRR SR

subsidiaries 11 — (3,281)
Acquisition of prepaid lease payments WA ERIA = (94)
Dividends received from an associate B — i A R WE A R B — 185
Investment income received from BITES R T AWEAIIZE

derivative financial instruments WA = 364
Dividends received from BR1EEEREWMARE

held-for-trading investments = 509

NET CASH USED IN INVESTING ACTIVITIES FARBE TN S TE (174,848) (97,868)
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CONSOLIDATED STATEMENT OF

CASH FLOWS
FERERER

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

2012 2011
—2—-F —F——F
HK$'000 HK$'000
TERT FHET
FINANCING ACTIVITIES RMEEE
New unsecured bank borrowing raised i SR TER 31,734 _
Cash received from government grants BRSNS 1,121 1,592
Interest paid BARAE (657) —
Dividends paid ERTARE (46,712) (46,707)
Payment for repurchase of shares BB L AR A 13K — (1,364)
Proceeds from share issued under RIR BRI B E TR
share options scheme iS5k 3E = 2,614
NET CASH USED IN FINANCING ARBETENEESFE
ACTIVITIES (14,514) (43,865)
NET DECREASE IN CASH AND CASH e RESEEYRLFHE
EQUIVALENTS (185,320) (80,154)
CASH AND CASH EQUIVALENTS AT FINRERREEEY
THE BEGINNING OF THE YEAR 262,248 333,789
EFFECT OF FOREIGN EXCHANGE RATE ERgHyE
CHANGES 1,352 8,613
CASH AND CASH EQUIVALENTS AT
THE END OF THE YEAR, FRNBRESRALEEY
represented by bank balances and cash ~ $Ri74 8 MRS 78,280 262,248
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B S R R M et

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

1. GENERAL

Ta Yang Group Holdings Limited (the “Company”) is
incorporated in the Cayman Islands with limited liability and
its shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
The addresses of the registered office and principal place of
business of the Company are disclosed in the “Corporate
Information” section of the Annual Report. The Company
and its subsidiaries (the “Group”) are principally engaged in
manufacturing and sale of silicone rubber and related

products.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"). Other than those subsidiaries
established in the PRC and Indonesia whose functional
currency is Renminbi (“RMB"”) and Indonesian Rupiah
(“IDR") respectively, the functional currency of the Company

and its subsidiaries is HK$.

As the Company is listed in Hong Kong, the directors of the
Company consider that it is appropriate to present the

consolidated financial statements in HK$.

At 31 July 2012, the directors of the Company consider the
ultimate holding company of the Company to be Bluebell
Global Enterprises Limited which is incorporated in the

British Virgin Islands (the “BVI").
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

In the current year, the Group has applied the following
new and revised standards, amendments and interpretations
(“new and revised HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA").

Amendments to HKFRSs Improvements to HKFRSs 2010

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

Disclosures — Transfers of
Financial Assets

Related Party Disclosure

Amendments to HKFRS 7
HKAS 24 (Revised 2009)

Amendments to HK(IFRIC)
-Interpretation (“Int”) 14

Prepayments of a Minimum
Funding Requirement

Except as disclosed below, the application of the new and
revised HKFRSs in the current year has no material impact on
the Group’s financial performance and positions for the
current and prior years and/or on the disclose set out in
these consolidated financial statements.

Amendments to HKAS 1 Presentation of Financial
Statements (as part of Improvements to HKFRSs
issued in 2010)

The amendments to HKAS 1 clarify that an entity may
choose to disclose an analysis of other comprehensive
income by item in the consolidated statement of changes in
equity or in the notes to the consolidated financial
statements. In the current year, for each component of
equity, the Group has chosen to present such an analysis in
the consolidated statement of changes in equity. Such
amendments have been applied retrospectively, and hence
the disclosures in these consolidated financial statements
have been modified to reflect the change.

2.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

2. APPLICATION OF NEW AND REVISED HONG 2.
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet

FERFET RAEEFTNE BB REE
A (TEBMBREZERA D) 4

C BB & R A BT R] RAEIERT &8

effective

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective.

Amendments to HKFRS

Amendments to HKFRS 1

Amendments to HKFRS 7

Amendments to HKFRS 9
and HKFRS 7

HKFRS 9

HKFRS 10
HKFRS 11
HKFRS 12

HKFRS 13

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

Amendments to HKAS 1

Amendments to HKAS 12

HKAS 19 (as revised in 2011)
HKAS 27 (as revised in 2011)

HKAS 28 (as revised in 2011)

Amendments to HKAS 32

HK(IFRIC)-Int 20

Annual Improvements
2009-2011 Cycle?

First-time Adoption of HKFRSs
— Government Loans?

Disclosures — Offsetting Financial
Assets and Financial Liabilities®

Mandatory Effective Date of
HKFRS 9 and Transition
Disclosures®

Financial Instruments®

Consolidated Financial Statements?

Joint Arrangements?

Disclosures of Interests in Other
Entities®

Fair Value Measurement?

Consolidated Financial Statements,
Joint Arrangements and
Disclosures of Interests in Other
Entities: Transition Guidance?

Presentation of Items of Other
Comprehensive Income?

Deferred Tax: Recovery of
Underlying Assets'

Employee Benefits?®

Separate Financial Statements?

Investments in Associates and
Joint Ventures®

Offsetting Financial Assets and
Financial Liabilities*

Stripping Costs in the Production
Phase of a Surface Mine?

! Effective for annual periods beginning on or after 1 January

2 ég‘ztive for annual periods beginning on or after 1 July 2012

3 Effective for annual periods beginning on or after 1 January

o ég‘lftive for annual periods beginning on or after 1 January

2 ég‘:cltive for annual periods beginning on or after 1 January
2015
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

Amendments to HKAS 32 Offsetting Financial Assets
and Financial Liabilities and amendments to HKFRS
7 Disclosures — Offsetting Financial Assets and
Financial Liabilities

The amendments to HKAS 32 clarify existing application
issues relating to the offsetting requirements. Specifically,
the amendments clarify the meaning of “currently has a
legally enforceable right of set-off” and “simultaneous
realisation and settlement”.

The amendments to HKFRS 7 require entities to disclose
information about rights of offset and related arrangements
(such as collateral posting requirements) for financial
instruments under an enforceable master netting agreement
or similar arrangement.

The amended offsetting disclosures are required for annual
periods beginning on or after 1 January 2014 and interim
periods within those annual periods. The disclosures should
also be provided retrospectively for all comparative periods.
However, the amendments to HKAS 32 are not effective
until annual periods beginning on or after 1 August 2014,
with retrospective application required.

To date, the Group has not entered into transactions
involving offsetting of financial assets and financial liabilities.
However, if the Group enters into other types of offsetting
of financial assets and financial liabilities in the future,
disclosures regarding the offsetting may be affected.

2.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

E MR

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet

effective (Continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for
the classification and measurement of financial assets.
HKFRS 9 amended in 2010 includes the requirements for the
classification and measurement of financial liabilities and for

derecognition.

Key requirements of HKFRS 9 are described as follows:

118

o HKFRS 9 requires all recognised financial assets that

are within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement to be subsequently
measured at amortised cost or fair value. Specifically,
debt investments that are held within a business
model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that
are solely payments of principal and interest on the
principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. All other debt investments and equity
investments are measured at their fair values at the
end of subsequent reporting periods. In addition,
under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair
value of an equity investment (that is not held-for-
trading) in other comprehensive income, with only
dividend income generally recognised in profit or loss.
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FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

HKFRS 9 Financial Instruments (Continued)

o The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities
relates to the presentation of changes in the fair value
of a financial liability (designated as at fair value
through profit or loss) attributable to changes in the
credit risk of that liability. Specifically, under HKFRS 9,
for financial liabilities that are designated as at fair
value through profit or loss, the amount of change in
the fair value of the financial liability that is
attributable to changes in the credit risk of that liability
is presented in other comprehensive income, unless
the recognition of the effects of changes in the
liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in
profit or loss. Changes in fair value attributable to a
financial liability’s credit risk are not subsequently
reclassified to profit or loss. Previously, under HKAS
39, the entire amount of the change in the fair value
of the financial liability designated as at fair value
through profit or loss was presented in profit or loss.

The directors of the Company anticipate that the adoption
of HKFRS 9 in the future may have significant impact on
amounts reported in respect of the Group's financial assets
and financial liabilities. However, it is not practicable to
provide a reasonable estimate of that effect until a detailed
review has been completed.

New and revised standards on consolidation, joint
arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation,
joint arrangements, associates and disclosures was issued,
including HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as
revised in 2011) and HKAS 28 (as revised in 2011).
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures (Continued)

HKFRS 10 replaces the parts of HKAS 27 Consolidated and
Separate Financial Statements that deal with consolidated
financial statements and HK (SIC)-Int 12 Consolidation —
Special Purpose Entities. HKFRS 10 includes a new definition
of control that contains three elements: (a) power over an
investee, (b) exposure, or rights, to variable returns from its
involvement with the investee, and (c) the ability to use its
power over the investee to affect the amount of the
investor’s returns. Extensive guidance has been added in

HKFRS 10 to deal with complex scenarios.

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures and
HK (SIC)-Int 13 Jointly Controlled Entities — Non-Monetary
Contributions by Venturers. HKFRS 11 deals with how a
joint arrangement of which two or more parties have joint
control should be classified. Under HKFRS 11, joint
arrangements are classified as joint operations or joint
ventures, depending on the rights and obligations of the
parties to the arrangements. In contrast, under HKAS 31,
there are three types of joint arrangements: jointly controlled
entities, jointly controlled assets and jointly controlled

operations.

In addition, joint ventures under HKFRS 11 are required to
be accounted for using the equity method of accounting,
whereas jointly controlled entities under HKAS 31 can be
accounted for using the equity method of accounting or

proportionate accounting.

HKFRS 12 is a disclosure standard and is applicable to
entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated structured
entities. In general, the disclosure requirements in HKFRS 12

are more extensive than those in the current standards.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures (Continued)

These five standards are effective for annual periods
beginning on or after 1 January 2013. Earlier application is
permitted provided that all of these five standards are
applied early at the same time.

The directors of the Company anticipate that these five
standards will be adopted in the Group’s consolidated
financial statements for the annual period beginning 1
August 2013. The application of these five standards may
have significant impact on amounts reported in the
consolidated financial statements. However, the directors of
the Company have not yet performed a detailed analysis of
the impact of the application of these standards and hence
have not yet quantified the extent of the impact.

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidance for fair
value measurements and disclosures about fair value
measurements. The standard defines fair value, establishes a
framework for measuring fair value, and requires disclosures
about fair value measurements. The scope of HKFRS 13 is
broad; it applies to both financial instrument items and non-
financial instrument items for which other HKFRSs require or
permit fair value measurements and disclosures about fair
value measurements, except in specified circumstances. In
general, the disclosure requirements in HKFRS 13 are more
extensive than those in the current standards. For example,
guantitative and qualitative disclosures based on the three-
level fair value hierarchy currently required for financial
instruments only under HKFRS 7 Financial Instruments:
Disclosures will be extended by HKFRS 13 to cover all assets
and liabilities within its scope.

HKFRS 13 is effective for annual periods beginning on or
after 1 January 2013 with earlier application permitted.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

HKFRS 13 Fair Value Measurement (Continued)

The directors of the Company anticipate that HKFRS 13 will
be adopted in the Group’s consolidated financial statements
for the annual period beginning on 1 January 2013 and that
the application of the new standard may affect the amounts
reported in the consolidated financial statements and result
in more extensive disclosures in the consolidated financial
statements.

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income

The amendments to HKAS 1 retain the option to present
profit or loss and other comprehensive income in either a
single statement or in two separate but consecutive
statements. However, the amendments to HKAS 1 require
additional disclosures to be made in the other
comprehensive income section such that items of other
comprehensive income are grouped into two categories: (a)
items that will not be reclassified subsequently to profit or
loss; and (b) items that may be reclassified subsequently to
profit or loss when specific conditions are met. Income tax
on items of other comprehensive income is required to be
allocated on the same basis.

The amendments to HKAS 1 are effective for annual periods
beginning on or after 1 July 2012. The presentation of items
of other comprehensive income will be modified accordingly
when the amendments are applied in the future accounting
periods.

Amendments to HKAS 12 Deferred Tax — Recovery
of Underlying Assets

Under the amendments to HKAS 12, investment property
that is 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. This presumption is rebutted if the
investment property is depreciable and is held within a
business model whose objective is to consume substantially
all of the economic benefits embodied in the investment
property over time, rather than through sale.
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FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

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

The Group measures its investment property using the fair
value model. As a result of the application of the
amendments to HKAS 12, the directors of the Company
reviewed the Group's investment property and concluded
that the Group's investment property, which is located in
the PRC, are held under a business model whose objective is
to consume substantially all of the economic benefits
embodied in the investment property over time, and that
the presumption set out in the amendments to HKAS 12 is
rebutted.

The amendments to HKAS 12 are effective for annual
periods beginning on or after 1 August 2013.

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

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments and investment property, which are measured
at fair values, as explained in the accounting policies set out
below. Historical cost is generally based on the fair value of
the consideration given in exchange for assets.

FEAMTREETNE BB REE
RI(TEBMBEREZERA D) 4

CEMEERERNFTREBTERE
M| EER (#)

BBEHENFE 2R ELERE — WEHE
BEE | NER] (&)

AEEFRAAFEEAGFEEREDE - ERX
FEFRBBGFERE 125R0ER] - ARAIES
EENAKENKRENE  UR/AKELR
PR REVMERTIRE B R RRER DR FEER
ZREMERAI S BN R EBEA T
B BEBGIERE12ROERTAEARE
ERER -

BFREERE12RNETN _"F—=F/\A
—HRERFAREERREAER -

ARRERFEL  EBRAEMHA RGETE
Al BRI R R BB T e HAREEERTBR
MERERNERTE -

TEETEHE

FAEMBRRDBEE LSRG IRMA
BRPBHMEERNRE - I - FRAMBIRK
BREBRAES MR REEQBIEGIRE
B R EE

RAMBERERTDABESERARELERR  HEET
ST ARREYHEN T XEHI NS ABERA
TIARFHEFTERRSN © LA —RIAERZR
BEENRENATFERKE

TA YANG GROUP HOLDINGS LIMITED A& E AR A 7 123



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
E MR

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

124

SIGNIFICANT ACCOUNTING POLICIES (Continued)

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved where
the Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits from
its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement
from the effective date of acquisition and up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated in full on consolidation.

Changes in the Group’s ownership interests in
existing subsidiaries

When the Group loses control of a subsidiary, it (i)
derecognises the assets (including any goodwill) and
liabilities of the subsidiary at their carrying amounts at the
date when control is lost, (ii) derecognises the carrying
amount of any non-controlling interests in the former
subsidiary at the date when control is lost (including any
components of other comprehensive income attributable to
them), and (iii) recognises the aggregate of the fair value of
the consideration received and the fair value of any retained
interest, with any resulting difference being recognised as a
gain or loss in profit or loss attributable to the Group. When
assets of the subsidiary are carried at revalued amounts or
fair values and the related cumulative gain or loss has been
recognised in other comprehensive income and accumulated
in equity, the amounts previously recognised in other
comprehensive income and accumulated in equity are
accounted for as if the Group had directly disposed of the
related assets (i.e. reclassified to profit or loss or transferred
directly to retained earnings as specified by applicable
HKFRSs). The fair value of any investment retained in the
former subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent
accounting under HKAS 39 Financial Instruments:
Recognition and Measurement or, when applicable, the cost
on initial recognition of an investment in an associate or a
jointly controlled entity.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments in subsidiaries

Investments in subsidiaries are included in the Company's
statement of financial position at cost less any identified
impairment loss.

Investment in an associate

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary nor an
interest in a joint venture. Significant influence is the power
to participate in the financial and operating policy decisions
of the investee but is not control or joint control over those
policies.

The results and assets and liabilities of an associate are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, investment in an associate is initially recognised in
the consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of the
associate. When the Group’s share of losses of an associate
equals or exceeds its interest in that associate (which
includes any long-term interests that, in substance, form
part of the Group’s net investment in the associate), the
Group discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that the
Group has incurred legal or constructive obligations or made
payments on behalf of that associate.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate.
When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 Impairment of Assets as a single
asset by comparing its recoverable amount (higher of value
in use and fair value less costs to sell) with its carrying
amount, any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS 36
to the extent that the recoverable amount of the investment
subsequently increases.

Where a group entity transacts with its associate, profits and
losses resulting from the transactions with the associate are
recognised in the Group's consolidated financial statements
only to the extent of the interest in the associate that are
not related to the Group.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Joint ventures
Jointly controlled entities

Joint venture arrangements that involve the establishment
of a separate entity in which venturers have joint control
over the economic activity of the entity are referred to as
jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting except
when the investment is classified as held for sale, in which
case it is accounted for under HKFRS 5 Non-current Assets
Classified as Held for Sale and Discontinued Operations.
Under the equity method, investments in jointly controlled
entities are initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter to
recognise the Group's share of the profit or loss and other
comprehensive income of the jointly controlled entities.
When the Group’s share of the profit or loss of a jointly
controlled entity equals or exceeds its interest in that jointly
controlled entity (which includes any long-term interests
that, in substance, form part of the Group’s net investment
in jointly controlled entity), the Group discontinues
recognising its share of further losses. Additional losses are
recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on
behalf of that jointly controlled entity.

Any excess of the cost of acquisition over the Group’s share
of the net fair value of the identifiable assets, liabilities and
contingent liabilities of the jointly controlled entity
recognised at the date of acquisition is recognised as
goodwill, which is included within the carrying amount of
the investment.

Any excess of the Group'’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised
immediately in profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2012 &&= =F——

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Joint ventures (Continued)
Jointly controlled entities (Continued)

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in a jointly controlled
entity. When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 Impairment of Assets as a single
asset by comparing its recoverable amount (higher of value
in use and fair value less costs to sell) with its carrying
amount. Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS 36
to the extent that the recoverable amount of the investment
subsequently increases.

When a group entity transacts with its jointly controlled
entity, profits and losses resulting from the transaction with
the jointly controlled entity are recognised in the Group's
consolidated financial statements only to the extent of
interests in the jointly controlled entity that are not related
to the Group.

Non-current assets classified as held for sale

Non-current assets and disposal groups are classified as held
for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing
use. This condition is regarded as met only when the sale is
highly probable and the non-current asset (or disposal
group) is available for immediate sale in its present
condition. Management must be committed to the sale,
which should be expected to qualify for recognition as a
completed sale within one year from the date of
classification.

Non-current assets (and disposal groups) classified as held
for sale are measured at the lower of their previous carrying
amount and fair value less costs to sell.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment

Property, plant and equipment including land (classified as
finance lease) and buildings held for use in the production,
supply of goods and administrative purposes (other than
construction in progress as described below) are stated in
the consolidated statement of financial position at cost less
subsequent accumulated depreciation and accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost of
items of property, plant and equipment (other than
construction in progress) less their residual values over their
estimated useful lives using the straight-line method. The
estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on
a prospective basis.

Construction in progress includes property, plant and
equipment in the course of construction for production or
for its own use purpose are carried at cost, less any
recognised impairment loss. Cost includes professional fees
for qualifying assets capitalised in accordance with the
Group's accounting policy. Construction in progress is
classified to the appropriate category of property, plant and
equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for
their intended use.

If an item of property, plant and equipment becomes an
investment property because its use has changed as
evidenced by end of owner-occupation, any impairment loss
between the carrying amount and the fair value of that item
at the date of transfer is recognised in profit and loss. Any
appreciation of the fair value of that item at the date of
transfer is recognised in other comprehensive income and
accumulated in property revaluation reserve. On the
subsequent sale or retirement of the asset, the relevant
revaluation reserve will be transferred directly to retained
profits.

Annual Report 2012 == — — F4F 3R
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on disposal or retirement of an item of
property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the assets and is recognised in profit or loss.

Land use rights

Payment for obtaining land use rights is considered as
operating lease payment. Land use rights are stated at cost
less accumulated amortisation and accumulated impairment
losses, amortisation is charged to consolidated income
statements over the period of the rights using the straight-
line method.

Investment property

Investment property is property held to earn rentals and/or
for capital appreciation.

Investment property is initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment property is measured at their fair
values using the fair value model. Gains or losses arising
from changes in the fair value of investment property are
included in profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposals. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is
included in the profit or loss in the period in which the item
is derecognised.

Cash and cash equivalents

Bank balances and cash in the consolidated statement of
financial position comprise cash at bank and on hand and
short-term deposits with a maturity of three months or less.
For the purpose of the consolidated statement of cash flows,
cash and cash equivalent consist of cash and short-term
deposits as defined above.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the

instrument.

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities at
fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or

loss are recognised immediately in profit or loss.

Financial assets

The Group's financial assets are classified into one of the
four categories including financial assets at fair value
through profit or loss (“FVTPL"”), loans and receivables, held-
to-maturity investments and available-for-sale financial
assets. The classification depends on the nature and purpose
of the financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the

marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part
of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the
financial asset, or, where appropriate, a shorter period to

the net carrying amount on initial recognition.

Interest income is recognised on an effective basis for debt
instrument other than those financial assets classified as at
FVTPL, of which interest income is excluded in net gains or

losses.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Financial assets at fair value through profit or loss

Financial assets at FVTPL has two subcategories, including
financial assets held for trading and those designated as at
FVTPL on initial recognition.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

. on initial recognition, it is a part of an identified
portfolio of financial instruments that the Group
manages together and has a recent actual pattern of
short-term profit-taking; or

o it is a derivative that is not designated and effective as
a hedging instrument.

A financial asset other than a financial asset held for trading
may be designated as at FVTPL upon initial recognition if:

o such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

o the financial asset forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that basis;
or

o it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated
as at FVTPL.

Financial assets at FVTPL are measured at fair value, with
changes in fair value arising from remeasurement recognised
directly in profit or loss in the period in which they arise. The
net gain or loss recognised in profit or loss excludes any
dividend or interest earned on the financial assets and is
included in the other operating income. Fair value is
determined in the manner described in Note 7.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including loan receivable from a jointly
controlled entity, trade and other receivables, entrusted loan
receivable, amounts due from jointly controlled entities,
short-term bank deposits and bank balances and cash) are
carried at amortised cost using the effective interest method,
less any identified impairment losses (see accounting policy
on impairment loss on financial assets below).

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturities that the Group’s management has the positive
intention and ability to hold to maturity. Subsequent to
initial recognition, held-to-maturity investments are
measured at amortised cost using the effective interest
method, less any identified impairment losses (see
accounting policy on impairment loss on financial assets
below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at
FVTPL, loans and receivables or held-to-maturity
investments.

Available-for-sale financial assets are measured at fair value
at the end of the reporting period. Changes in fair value are
recognised in other comprehensive income and accumulated
in investments revaluation reserve, until the financial asset is
disposed of or is determined to be impaired, at which time,
the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified to profit or loss
(see accounting policy on impairment loss on financial assets
below).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Available-for-sale financial assets (Continued)

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity instruments, they are measured at cost less any
identified impairment losses at the end of the reporting
period (see accounting policy on impairment loss on
financial assets below).

Impairment loss on financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of the reporting period.
Financial assets are considered to be impaired where there is
objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the financial assets
have been affected.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below
its cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of
impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest or principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

o the disappearance of an active market for that
financial asset because of financial difficulties.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment loss on financial assets (Continued)

For certain categories of financial asset, such as trade and
other receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a
collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the credit
period, observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of
the impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the
exception of trade and other receivables, where the carrying
amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When trade and
other receivables are considered uncollectible, it is written
off against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or loss.

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or loss
in the period in which the impairment takes place.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment loss on financial assets (Continued)

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the
impairment not been recognised.

Impairment losses on available-for-sale equity investments
will not be reversed through profit or loss. Any increase in
fair value subsequent to impairment loss is recognised
directly in other comprehensive income and accumulated in
investments revaluation reserve.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group
entity are classified as either financial liabilities or as equity
in accordance with substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct issue
costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Equity instruments (Continued)

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised on an effective interest basis.

Other financial liabilities

Other financial liabilities including trade and other payables
and unsecured bank borrowing are subsequently measured
at amortised cost, using the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date a
derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or
loss immediately unless the derivative is designated and
effective as a hedging instrument, in which event the timing
of the recognition in profit or loss depends on the nature of
the hedge relationship.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another
entity. If the Group neither transfers nor retains substantially
all the risks and rewards of ownership and continues to
control the transferred asset, the Group continues to
recognise the asset to the extent of its continuing
involvement and recognises an associated liability. If the
Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Derecognition (Continued)

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average
method. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion
and costs necessary to make the sale.

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the
extent of the impairment loss, if any. When it is not possible
to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Where a
reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the
smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to
sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash
flows have not been adjusted.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment losses on tangible assets (Continued)

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset (or a cashgenerating unit) in prior
years. A reversal of an impairment loss is recognised as
income immediately.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold in the normal course of business, net of
discounts and sales related taxes.

() Sale of goods
Revenue from sales of goods is recognised when the
goods are delivered and titles have passed, at which
time all the following conditions are satisfied:

o the Group has transferred to the buyer the
significant risks and rewards of ownership of the
goods;

o the Group retains neither continuing managerial
involvement to the degree usually associated
with ownership nor effective control over the
goods sold;

° the amount of revenue can be measured reliably;
o it is probable that the economic benefits
associated with the transaction will flow to the

Group; and

o the costs incurred or to be incurred in respect of
the transaction can be measured reliably.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

(i) Interest income

Interest income from a financial asset is recognised
when it is probable that the economic benefits will
flow to the Group and the amount of income can be
measured reliably. Interest income from a financial
asset is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected
life of the financial asset to that asset’s net carrying
amount on initial recognition.

(iii)  Dividend income
Dividend income from investments is recognised when
the shareholders’ rights to receive payment have been
established (provided that it is probable that the
economic benefits will flow to the Group and the
amount of revenue can be measured reliably).

(iv)  Rental income
Rental income is recognised on a straight-line basis
over the term of the lease.

(v)  Service income
Service income is recognised when services are
provided.

Equity-settled share-based payment
transactions

Share options granted to employees

The fair value of services received determined by reference
to the fair value of share options granted at the grant date
is expensed on a straight-line basis over the vesting period,
with a corresponding increase in equity (share options
reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the estimates
during the vesting period, if any, is recognised in profit or
loss such that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to share options
reserve.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equity-settled share-based payment
transactions (Continued)

Share options granted to employees (Continued)

At the time when the share options are exercised, the
amount previously recognised in share options reserve will
be transferred to share premium. When the share options
are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in
share options reserve will be transferred to retained profits.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or
deductible. The Group's liability for current tax is calculated
using tax rates that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
base used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for
all deductible temporary difference to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associate, and interests in joint ventures, except where the
Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated
with such investments and interests are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in
the foreseeable future.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MR

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax is also recognised in other
comprehensive income or directly in equity respectively.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which the
entity operates) at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on
the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or
loss for the period.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Group (i.e. HK$) at the rate of exchange prevailing at
the end of the reporting period, and their income and
expenses are translated at the average exchange rates for
the year. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity
under the heading of exchange reserve.

On the disposal of a foreign operation (i.e. a disposal of the
Group's entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a
foreign operation, a disposal involving loss of joint control
over a jointly controlled entity that includes a foreign
operation, or a disposal involving loss of significant influence
over an associate that includes a foreign operation), all of
the exchange differences accumulated in equity in respect
of that operation attributable to the owners of the Company
are reclassified to profit or loss. In addition, in relation to a
partial disposal of a subsidiary that does not result in the
Group losing control over the subsidiary, the proportionate
share of accumulated exchange differences are re-attributed
to non-controlling interests and are not recognised in profit
or loss. For all other partial disposals (i.e. partial disposals of
associates or jointly controlled entities that do not result in
the Group losing significant influence or joint control), the
proportionate share of the accumulated exchange
differences is reclassified to profit or loss.

Borrowing costs

Borrowing costs are recognised in profit or loss in the period
in which they are incurred.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leasing

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the term of the relevant
lease.

The Group as lessee

Operating lease payments are recognised as an expense on
a straight-line basis over the term of the relevant lease.

Government grants

Government grants are not recognised until there is a
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate. Specifically, government grants
whose primary condition is that the Group should purchase,
construct or otherwise acquire non-current assets are
recognised as deferred income in the consolidated statement
of financial position and transferred to profit or loss over the
useful lives of the related assets.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of
giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the
period in which they become receivable.

Retirement benefit costs

Payments to state-managed retirement benefit scheme and
the Mandatory Provident Fund Scheme are recognised as an
expense when employees have rendered service entitling
them to the contributions.

Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in Note 3, the directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both
current and future periods.

Critical judgements in applying the entity’s
accounting policies

The following are the critical judgements, apart from those
involving estimations (see below), that the directors have
made in the process of applying the entity’s accounting
policies and that have the most significant effect on the
amounts recognised in consolidated financial statements.

Held-to-maturity investments

The directors of the Company have reviewed the Group's
held-to-maturity investments in the light of its capital
maintenance and liquidity requirements and have confirmed
the Group’s positive intention and ability to hold those
assets to maturity. As at 31 July 2012, the carrying amount
of the held-to-maturity investments is approximately
HK$45,477,000 (2011: HK$23,660,000). Details of this
asset are set out in Note 24.

Reversal of overprovision for Macau Complementary
Income Tax (“MCIT")

In respect of the reversal of overprovision for MCIT as
mentioned in Note 13, the management exercised their
judgement to determine that certain provision for MCIT had
gone beyond the five years time-barred period for tax
assessment and therefore, the respective provision for the
relevant period is reversed. The management will review the
reversal of MCIT provision on an ongoing basis.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty

The following are the key assumptions concerning the future
and other key sources of estimation uncertainty at the end
of the reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-
line basis over their estimated useful lives, after taking into
account their estimated residual values. The determination
of the useful lives and residual values involve management'’s
estimation. The Group assesses annually the residual value
and the useful life of the property, plant and equipment and
if the expectation differs from the original estimate, such a
difference may impact the depreciation in the year and the
estimate will be changed in the future period.

Impairment of property, plant and equipment

The Group tests annually whether property, plant and
equipment have suffered any impairment in accordance
with relevant accounting policies. The recoverable amounts
have been determined based on value-in-use calculations.
These calculations require the use of estimates such as the
future revenue and discount rates. As at 31 July 2012, the
carrying amount of property, plant and equipment is
approximately HK$290,626,000 (2011: HK$312,675,000).

Impairment of construction in progress

Provision for impairment on construction in progress is made
when the construction project is suspended for a long
period; the construction project is technically and physically
obsolete and its economic benefits to the Group is
uncertain; or other evidences can prove the existence of the
decline in value of construction project. An impairment loss
is recognised individually for the shortfall of the recoverable
amount of construction in progress below its carrying
amount. As at 31 July 2012, the carrying value of
construction in progress is approximately HK$2,423,000
(2011: HK$749,000).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty
(Continued)

Impairment of prepaid lease payments

The Group assesses annually whether prepaid lease
payments have any indication of impairment, in accordance
with relevant accounting policies. The recoverability of the
carrying amounts of prepaid lease payments is assessed by
independent qualified valuer. In determining fair values, the
independent valuer, BMI Appraisals Limited (“BMI"), has
made reference to recent market prices for similar leasehold
lands in the same locations and conditions. In relying on the
valuation report, the management has exercised their
judgements and is satisfied that the method of valuation is
reflective of the current market conditions. As at 31 July
2012, the carrying value of prepaid lease payments is
approximately HK$60,355,000 (2011: HK$61,302,000).

Impairment of interests in jointly controlled entities

Management judgement is required for assessing
impairment particularly in assessing: (i) whether an event has
occurred that may indicate that the related carrying value of
interests may be not recoverable; and (ii) whether the
carrying value of the interests can be supported by the
recoverable amount. The recoverability of the carrying
amounts of interests in jointly controlled entities is assessed
by independent qualified valuer, BMI, by using value-in-use
method. In relying on the valuation report, the management
has exercised their judgements and is satisfied that the
method of valuation is reflective of the current financial
position. As at 31 July 2012, the carrying value of jointly
controlled entities is approximately HK$5,672,000 (net of
accumulated impairment losses recognised of approximately
HK$1,800,000) (2011: HK$16,741,000) (net of accumulated
impairment loss recognised of nil).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty
(Continued)

Impairment of available-for-sale financial assets

The Group classifies certain investments in listed securities as
available-for-sale and recognised movements of its fair value
in other comprehensive income and accumulated in
investments revaluation reserve. When the fair value declines,
management makes assumptions about the decline in value
to determine whether there is an impairment that should be
recognised in the consolidated income statement. As at 31
July 2012, the carrying value of listed securities classified as
available-for-sale financial assets is approximately
HK$51,899,000 (net of accumulated impairment losses
recognised of approximately HK$4,769,000) (2011:
HK$72,227,000 (net of accumulated impairment losses
recognised of approximately HK$913,000)).

For the available-for-sale financial assets not quoted in an
active market and measured at cost, the management uses
their judgement in selecting an appropriate valuation
technique. Valuation techniques commonly used by the
market practitioners are applied. The Group’s unlisted equity
investments with carrying amount of approximately
HK$13,625,000 (net of accumulated impairment losses
recognised of approximately HK$589,000) (2011:
HK$2,282,000 (net of accumulated impairment losses
recognised of approximately HK$322,000)) are valued using
a discounted cash flow analysis based on the assumptions
supported, where possible, by observable market prices or
rates. The estimation of fair value of these equity
investments also includes some assumptions not supported
by observable market prices or rates.

Fair value of investment property

Investment property is carried in the consolidated statement
of financial position as at 31 July 2012 at its fair value of
approximately HK$31,195,000 (2011: HK$26,510,000). The
fair value was based on a valuation on the property
conducted by an independent firm of professional valuers
using open market value by reference to comparable market
transactions which involve certain assumptions of market
conditions. Favourable or unfavourable changes to these
assumptions would result in changes in the fair value of the
Group's investment property and corresponding adjustments
to the amount of gain or loss reported in the consolidated
income statement.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty
(Continued)

Allowance for inventories

The Group makes the allowance for inventories based on
assessments of the net realisable value of inventories. An
allowance is applied to inventories where events or changes
in circumstances indicate that the net realisable value is
lower than the costs of inventories. The identification of
obsolete inventories required the use of judgement and
estimates on the conditions and usefulness of the
inventories. Where the actual outcome in future is different
from the original estimate, such difference will impact the
carrying value of inventories and allowance write-back in the
period in which such estimate has been changed. As at 31
July 2012, the carrying value of inventories is approximately
HK$166,156,000 (net of accumulated allowance of
approximately HK$1,596,000) (2011: carrying value of
approximately HK$180,181,000, net of accumulated
allowance of approximately HK$1,160,000).

Impairment losses recognised in respect of trade
receivables

The Group’s management determines the provision for
impairment of trade receivables with the accounting policy
stated in Note 3. Such provision for impairment is
established if there is objective evidence that the Group will
not be able to collect all amounts due according to the
original terms of receivables. Management reassesses the
adequacy of any such provision on a regular basis. As at 31
July 2012, the carrying amount of trade receivables is
approximately HK$228,203,000 (net of allowance for
doubtful debts of approximately HK$951,000) (2011:
carrying value of approximately HK$251,496,000 (net of
allowance for doubtful debts of approximately
HK$778,000).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty
(Continued)

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the
provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. Where the
final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
period in which such determination is made.

Fair value of derivative financial instruments

The management of the Group uses their judgements in
selecting an appropriate valuation technique for derivative
financial instruments. Assumptions are made based on
quoted market rates adjusted for specific features of the
instruments. If the inputs and estimates applied in the model
are different, the carrying amount of these derivatives may
change. As at 31 July 2012, the carrying amount of
derivative financial instruments is approximately
HK$2,229,000 (2011: HK$4,172,000).

Share-based payment expenses

The share-based payment expense is subject to the
limitations of the Black-Scholes-Merton Option Pricing
Model and the uncertainty in estimates used by
management in the assumptions. The estimates include
limited early exercise behavior, expected interval and
frequency of open exercise periods in the share option life,
and other relevant parameters of the share option model.
For the year ended 31 July 2012, share-based payment
expenses amount to approximately HK$802,000 (2011:
HK$3,264,000).
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CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through optimisation
of the debt and equity balance. The overall strategy of the
Group remained unchanged from prior year.

The capital structure of the Group consists of short-term
bank deposits, bank balances and cash, unsecured bank
borrowing and equity attributable to owners of the
Company, comprising issued share capital and reserves. The
directors of the Company review the capital structure on a
regular basis. As a part of this review, the directors of the
Company consider the cost of capital and the associated
risks. Based on recommendations of the directors of the
Company, the Group will balance its overall capital structure
through the payment of dividends and share buy-backs.

EXERER

A B0 S A IR i 1 B AE (B 75 S S R
HRETE - RRAEENEETHECYE
A BB - A% E B A
KERFETE -

REBE NS BIRERRITHER - RITHE
BRES  BEARITEFTARTABESR A
EibEm (BREBITRARER) - AARE
EEPRABEARRE - (ERRF—BD - AR
AEFEREAKARBEER - RIFARQA
EE2E%  ARERERRMNRERERBRND
FEHEREARRE -

FINANCIAL INSTRUMENTS E€WMITAR
Categories of financial instruments ST ANER
2012 2011
—E——&F —T——1F
HK$’000 HK$'000
FET T
Financial Assets SMEE
Fair value through profit or loss RATER Az
Held-for-trading investments BIEEBRE 5,851 986
Derivative financial instruments TESmT A 2,229 4,172
8,080 5,158
Held-to-maturity investments BHEZRREEE 45,477 23,660
Loans and receivables (including BN EWEHIE
bank balances and cash) (BIESBITEHEIRS) 477,479 557,322
Available-for-sale financial assets AEHESREE 65,524 74,509
Financial Liabilities e h=Li
At amortised cost TR SR AR 131,890 94,939

Annual Report 2012 =& — — F 3R



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include held-to-
maturity investments, available-for-sale financial assets,
derivative financial instruments, loan receivable from a
jointly controlled entity, trade and other receivables,
entrusted loan receivable, held-for-trading investments,
amounts due from jointly controlled entities, short-term
bank deposits, bank balances and cash, unsecured bank
borrowing, and trade and other payables. Details of these
financial instruments are disclosed in respective notes. The
risks associated with these financial instruments and the
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely
and effective manner.

Currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by several
subsidiaries of the Company in currencies other than those
subsidiaries’ functional currencies. In addition, certain
portion of the loan receivable from a jointly controlled
entity, available-for-sale financial assets, held-to-maturity
investments, derivative financial instruments, held-for-
trading investments, trade and other receivables, bank
balances and cash, trade and bills payables and unsecured
bank borrowing are denominated in currencies other than
the functional currency of the entity to which they relate.

The carrying amounts of the Group’s foreign currency
denominated monetary assets and monetary liabilities at the
reporting date are as follows:

7.
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Liabilities
BE af&

2011 2012 2011
B =B —ET——%F
‘000 ‘000 ‘000

United States Dollars (“USD") Erx(TZEx])

Euro (“EUR") B (TEot))
Malaysian Ringgit (“MYR") BRAERE ([HED
Japanese Yen (“JPY") HE(RBE])

New Taiwan Dollars (“NTD") e ((sakl)

27,249

5,105
921 774
201,552

29,007 5,968
4 364 = =
3,469 = =
310 =
302,329 612 150
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES 7. HBRBREEEERBEE)
AND POLICIES (Continued)
Currency risk (Continued) EWERE (2
The Group currently does not have a foreign currency NER EIR R NS EORICR o AT BIESE
hedging policy. However, the management monitors foreign EERINER BRI A T B E B R ERIMNE
exchange exposure and will consider hedging significant R o
foreign currency exposure should the need arise.
Sensitivity analysis BRBED M
The Group is mainly exposed to the currency of USD, EUR, AREBTEATEL BT 5% - BE L
MYR, JPY and NTD. a¥NEERR -
The following table details the Group’s sensitivity to a 5% N ERAE DI 5 B T AR B SN e BEE S T
(2011: 5%) increase and decrease in HK$ against the 5% (=T ——F :5%) BREE - 5% (=F
relevant foreign currencies. 5% (2011: 5%) is the sensitivity ——%F :5%) AR MEEEEABIELAILI
rate used when reporting foreign currency risk internally to MERERNIANSRELX  WABTERE
key management personnel and represents management’s HIE RSB AIREZ BN T - FREDTER
assessment of the reasonably possible change in foreign FLNE EERARBEREERIAR - WHtINEE
exchange rates. The sensitivity analysis includes only EH 5% (ZE——F : 5%) FHRABKENF
outstanding foreign currency denominated monetary items KEEEE - TRAE TN AT
and adjusts their translation at the year end for a 5% (2011: EEAESK (T ——F :5%)FHRIE
5%) change in foreign currency rates. A negative number o MABTABREERES) (ZF——F
below indicates a decrease in profit where HK$ strengthens 5%) + Bl F) & B g e A AR BB AR Y
5% (2011: 5%) against the relevant currency. For a 5% FE M NXWEHEIBIES -
(2011: 5%) weakening of HK$ against the relevant currency,
there would be an equal and opposite impact on the profit
and other equity, and the balances below would be positive.
usD EUR MYR JPY NTD
EH BT B HE MEaH
HK$'000 HK$'000 HK$’'000 HK$'000 HK$'000
THT FHT FHT FHAT THT
Profit or loss after tax B iEm A sk B 1E
— 2012 ——ZT——%F (6,562) (2) (638) (3) (2,704)
— 2011 ——T——F (8,137) (206) (451) (@) (4,186)
In management’s opinion, the sensitivity analysis is TIBED A \AERE R AR E AR
unrepresentative of the inherent foreign exchange risk as % WU E DT R R = B G INE RS o
the year end exposure does not reflect the exposure during
the year.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Interest rate risk

The Group is exposed to cash flow interest rate risk in
relation to its variable-rate held-to-maturity investments,
variable-rate loan receivable from a jointly controlled entity,
deposits with bank and unsecured bank borrowing and is
also exposed to fair value interest rate risk in relation to
fixed-rate short-term bank deposits, held-to-maturity
investments and entrusted loan receivable for the year
ended 31 July 2012. To mitigate the impact of interest rate
fluctuations, the Group continually assesses and monitors
the exposure to interest rate risk.

The Group's exposure to interest rates on financial liabilities
are detailed in the liquidity risk management section of this
note.

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to interest rates for non-derivative instruments.
The analysis is prepared assuming the financial instruments
outstanding at the end of the reporting period were
outstanding for the whole year. A 50 basis point (2011: 50
basis points) increase or decrease is used when reporting
interest rate risk internally to key management personnel
and represents management’s assessment of the reasonably
possible change in interest rates.

If interest rates have been 50 basis points (2011: 50 basis
points) higher/lower and all other variables were held
constant, the Group’s loss for the year would decrease/
increase by approximately HK$276,000 (2011: profit for the
year would increased/decrease by approximately
HK$770,000). This is mainly attributable to the Group’s
exposure to interest rates on its variable-rate loan receivable
from a jointly controlled entity, deposits with bank and
unsecured bank borrowing.

7.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Other price risk

The Group is exposed to price risk through its investments in
listed equity securities. The management manages this
exposure by maintaining a portfolio of investments with
different risks. In addition, the Group has appointed a
special team to monitor the price risk and will consider
hedging the risk exposure should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to price risks at the end of reporting period.

If the prices of the respective equity securities and warrants
had been 5% (2011: 5%) higher/lower:

— loss for the year ended 31 July 2012 would decrease/
increase by approximately HK$386,000 (2011: profit
for the year would increase/decrease by approximately
HK$227,000) as a result of the changes in fair values
of held-for-trading investments and derivative financial
instruments; and

— investments revaluation reserve would increase/
decrease by approximately HK$2,595,000 (2011:
HK$3,611,000) for the Group as a result of the
changes in fair value of listed available-for-sale
financial assets.

Credit risk

Credit risk refers to the risk that debtors, financial
institutions and investment counterparties will default on
their obligations to repay the amounts owing to the Group,
resulting in a loss to the Group. The maximum exposure to
credit risk in the event that the counterparties fail to perform
their obligations at end of the reporting period in relation to
each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
statement of financial position.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Credit risk (Continued)

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at the end
of each reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. In
this regard, the directors of the Company consider that the
Group's credit risk is significantly reduced.

The Group's concentration of credit risk by geographical
locations is mainly in the PRC, which accounted for 73%
(2011: 77%) of the total trade and bills receivables as at 31
July 2012.

The Group has concentration of credit risk as 23% (2011:
26%) and 60% (2011: 55%) of the total trade and bills
receivables was due from the Group’s largest customer and
the five largest customers respectively.

The credit risk on liquid funds and held-to-maturity
investments is limited because the counterparties are banks
with high credit ratings assigned by international credit-
rating agencies.

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of deposits with bank and bank
balances and cash deemed adequate by the management to
finance the Group’s operations and mitigate the effects of
fluctuations in cash flows. As at 31 July 2012, the aggregate
undiscounted principal amounts of the unsecured bank
borrowing approximately amounted to HK$31,945,000 and
its maturity date is within one year.

Except for the unsecured bank borrowing, all other financial
liabilities are non-interest bearing and their maturity dates
are within one year or on demand.

7.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Fair value

The fair value of financial assets and financial liabilities are
determined as follows:

(i)  the fair value of financial assets and financial liabilities
with standard terms and conditions and traded in
active liquid markets are determined with reference to
quoted market bid prices and ask prices respectively;

(i)  the fair value of other financial assets and financial
liabilities (excluding derivative financial instruments)
are determined in accordance with generally accepted
pricing models based on discounted cash flow analysis
using prices from observable current market
transactions and dealer quotes for similar instruments;
and

(i) the fair value of derivative financial instruments is
calculated using quoted prices. Where such prices are
not available, use is made of discounted cash flow
analysis using the applicable yield curve for the
duration of the instruments for non-optional
derivatives, and option pricing models for optional
derivatives.

The directors of the Company consider that the carrying
amounts of current financial assets and current financial
liabilities recorded at amortised cost in the consolidated
financial statements approximate their fair values due to
their immediate or short-term maturities.

The directors of the Company consider that the carrying
amounts of loan receivable from a jointly controlled entity,
which carry variable interest rate and reprice with reference
to market changes, approximate their fair values.

Fair value measurements recognised in the
consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based
on the degree to which the fair value is observable.

Level 1 fair value measurements are those derived from

quoted prices (unadjusted) in active market for identical
assets or liabilities.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Fair value measurements recognised in the
consolidated statement of financial position
(Continued)

Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

Level 3 fair value measurements are those derived from
valuation technigues that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

7.

MHEEEERRRBE#E)

REEHMBRRRBIAN A TEFE

(%)

FE_BAFEFEDSE —EREMREAST]
BEREEXABERABBER (BER) LRHEE
(AR B ER)Ei -

E=BRATEFERBFBALIFURTBRT S
B(MABRSE) RERNEEXRBERHAK
BHOMBERIES

31 July 2012
—E2-——-—FtHA=+—H
Level 1 Level 2 Total
E—E E_fE #Et
HK$’000 HK$'000 HK$'000
FET FEx FET
Financial assets at FVTPL BRAFEIIRLE
BEAEEN
SHMEE
Held-for-trading investments BIEEEKRE 5,851 — 5,851
Derivative financial instruments THESRT A — 2,229 2,229
Available-for-sale financial assets Tt HESREE
Listed equity securities TR 5 51,899 — 51,899
57,750 2,229 59,979
31 July 2011
—T——FtHA=1+—8H
Level 1 Level 2 Total
F—[E E_E HaET
HK$'000 HK$'00 HK$'000
T T FH&TT
Financial assets at FVTPL RAFEIRILTE
BREAEEN
SWMEE
Held-for-trading investments HIEEERSE 986 — 986
Derivative financial instruments THESRMT A 418 3,754 4,172
Available-for-sale financial assets H{#HESREE
Listed equity securities ETRAES 72,227 — 72,227
73,631 3,754 77,385

There have been no transfers between Levels 1 and 2 during
the years ended 31 July 2012 and 2011.

REE-_ZTE——FEK-_FT——FtA=+—H
WEE  F—EBRE BB EE )
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e B RR M

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

8. TURNOVER AND OTHER OPERATING INCOME 8.

Turnover represents fair value of the consideration received
or receivable and for goods sold and services provided in the
normal course of business to customers, net of discounts,
sales related tax.

EXRERAMEERA
EXRBERCUHERRERERBEFBET
ETEFPNERNRENRFE BT KLE
EHRmBIEA -

FADHERWRMT

Revenues recognised during the year are as follows:

2012 2011
—E—_F —ET——1F
HK$'000 HK$'000
FET FHIT
Turnover e
Sale of goods HEE M 624,525 787,348
Other operating income HE A A
Interest income A2 U A
— Bank deposits — HRITIER 4,673 4,440
— Held-to-maturity investments = hﬁii‘JHﬁﬁiﬁf 277 180
— Entrusted loan receivable — B ETER 1,836 —
— Loan receivable from a jointly — e H Rl %IJEE% B
controlled entity 347 55
Total interest income A EW A 4858 7,133 4,675
Agency income from trading of BEEE MR RIERA
biodiesel 7,428 =
Increase in fair value of investment FEMER R FELL N
property 4,355 1,879
Investment income from derivative PTESRmTEMKEERA
financial instruments 2,125 364
Gross rental income (Note a) SRR (ffata) 1,146 592
Penalty income S A 438 427
Fair value gain on derivative TEemIAAFERES
financial instruments — 1,127
Dividend income A EHA 2,848 509
Gain on disposal of available-for-sale HEMMHEESmEEKZ
financial assets 4,134 11,750
Gain on disposal of held-for-trading HEREEBERE W ZE
investments 1,589 112
Gain on disposal of derivative financial ~H&E{TA® T AW
instruments = 205
Government grants BB &
— Amortisation of deferred income — FRIRER A (f17F39)
for the year (Note 39) 24 24
— Grants related to expenses — BRER A E LS A
recognised as other operating F#EJ ﬁ*ﬁ BRmE S (ffab)
income (Note b) 1,121 1,592
Reversal of impairment losses B LI s I E 5 R
recognised in respect of trade TR EEE (f77F 2a)
receivables (Note 2a) = 119
Sundry income AT PN 3,785 3,104
36,126 26,479
Total revenues W a5 48 %A 660,651 813,827
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

TURNOVER AND OTHER OPERATING INCOME 8. #ZERHMKEWA (&)

(Continued)
Notes: Hist
(@)  An analysis of the Group’s net rental income is as follows: (@ AKEHSBAFEHITET :
2012 2011
=F—=F —F——F
HK$'000 HK$'000
TERT FAT
Gross rental income e W ALBEE 1,146 592
Less: Outgoings (included in B X GEATTEAES)
administrative expenses) (195) (105)
Net rental income e WA FEE 951 487
(b)  For the years ended 31 July 2012 and 2011, the amount by HEZZ——-FR-T——F+tA=T—HI
represented unconditional grants from Huzhou Municipal FE - BEAFIERANT ARBTAEZ B
People’s Government for subsidising the operation of high BEERRtEEENEGRERDSE -
technology enterprise in the PRC.
SEGMENT INFORMATION 9. AHER
The Group's revenue, results, assets and liabilities are AEENKE ¥4 BEEMBBEETERER
primarily attributable to the manufacturing and sale of ENHEYRBREMER - TRAES(BNEE
silicone rubber and related products, of which information is BEARE) ST HERZEERUDEER
regularly reviewed by chief executive officer, being the chief REHERR - ARAEFARR  AEERE—
operating decision maker, for the purpose of resources A& R AT s D ED

allocation and performance assessment. The directors of the
Company consider that there is only one operating and
reportable segment for the Group.
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SEGMENT INFORMATION (Continued) 9.

Revenue from major products

The following is an analysis of the Group’s revenue from its
major products:

D EER (E)
FEREMKSE
REEEEERREODIFTMT :

2012 2011

—F--F —F——F

HK$'000 HK$'000

FHET FHET

Keypads for consumer electronic devices & ¥4 & Tiki 266,897 327,609
Keypads for computers and notebooks i &2 52 B & i 1152 204,383 240,553
Lifestyle products EIEEm 59,234 74,935
Keypads for mobile phones Fiiz g 20,753 58,835
Automotive peripheral products YRER AR E Th 27,283 32,270
Others products HAthE MR 45,975 53,146
624,525 787,348

Geographical information

The Group's operations are principally located in the PRC
and Hong Kong.

Information about the Group’s revenue from external
customers is presented based on the location of the
customers and information about its non-current assets by
geographical location of the assets are detailed below:

ih & & ¥
AEBHLELEMRPEARES -

AREEESFIENEIH 2 R ANBES W
BRRREEMTEED 2 IERBEEER
T

Revenue from

external customers Non-current assets
ShERE F i zs FRBEE
2012 2011 2012 2011

=F-=F T % =B-=F T —F
HK$'000  HK$'000  HK$'000  HK$'000

FHT FHT FBx FAT
The PRC (excluding Hong Kong) R (BB 373,969 452,769 373,415 396,954
Hong Kong &8 112,381 145,040 10,285 16,604
Other Asian countries SR =T e 108,793 154,703 23,410 9,852
America E 18,613 24,684 — —
Europe BN 10,769 10,152 1,341 1,442

624,525 787,348 408,451 424,852

Annual Report 2012 — & — — F4E 3R



10.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 &£ —

SEGMENT INFORMATION (Continued)

Geographical information (Continued)

Non-current assets excluded available-for-sale financial
assets, held-to-maturity investments and loan receivable

from a jointly controlled entity.

Information about major customers

Revenues from customers contributing over 10% of the

9. ZHEER )
wEER (&)

FEEFEH

——F+A=+—BILFE

FRBEEVTERAIHEESREE  FH
EEHHRE REW— R HEEEHE

=5 Gk
EEER -

REEFE  GAKREHERRE10%HEF

total sales of the Group are derived from sales of silicone BEReWms DEEYBEEBEREE ]
rubber and related products in both years and are as AT ¢
follows:
2012 2011
—E-=fF —E——fF
HK$'000 HK$'000
FET FET
Customer A ZEH 132,616 155,351
Customer B 2B/, 85,738 101,538
OTHER EXPENSES 10. HMEX
2012 2011
—E-=F —E——F
HK$'000 HK$'000
FET FHET
Exchange losses [ 5 &8 5,558 3,665
Impairment loss recognised in respect of gt A f Hi & & @l & 2= FE R (B &5 18
available-for-sale financial assets 4,123 1,235
Loss on disposal of property, plantand HEWE - WE L& EEE
equipment 76 150
Fair value loss on held-for-trading BEEEREN R TEER
investments 1,846 22
Loss on disposal of derivative financial — HE#74 4R T AE5E
instruments 631 —
Impairment loss recognised in respect of FL¥IZE - KR M R EERAEEE 2
property, plant and equipment — 84
Impairment loss recognised in respect of gt i+t [Fl4% 4 & B2 8O e 25 FER
interest in jointly controlled entities BEEE 1,800 —
Fair value loss on derivative financial TESRMITARNTFEEE
instruments 1,524 —
15,558 5,156
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11.

162

GAIN ON DEEMED DISPOSAL OF
SUBSIDIARIES

During the year ended 31 July 2011, the Group entered into
an agreement with Sunviewtec Inc., an independent third
party, for subscription of new shares in Ocean Genius Group
Limited (“Ocean Genius”) which was a then wholly-owned
subsidiary of the Group. After the subscription, the Group
and Sunviewtec Inc. each holds 50% equity interests in
Ocean Genius and its wholly owned subsidiary, Huzhou Ri
Jun Electronic Technology Company Limited (“Huzhou Ri
Jun”) (collectively referred to “Ocean Genius Group”).
Accordingly, the Group lost control over Ocean Genius
Group and the subscription by Sunviewtec Inc. constituted a
deemed disposal of 50% equity interest in Ocean Genius
Group by the Group.

Analysis of assets and liabilities over which control was lost:

11.

1RAF BB L R WS

RBE-_ZT——FtA=+—HBItFEE K&
B B2 58 37 55 = J7 Sunviewtec Inc. i RB E i A
N £ B & & [ff B A 5] B Ocean Genius Group
Limited ([ Ocean Genius |) #T A& 1D &T 32tk o
REEETE% - AREBE N Sunviewtec Inc. & H
Ocean Genius R 2 EMB A RIHMN AREF
BEBRART#HIMNEEE (S8 Ocean
Genius 58 |)HI50% AR A4 es - HIlt » A&
K 2 ¥ Ocean Genius&% & H) 2= Fl 4 - B
Sunviewtec Inc. fEH REEBRRIEAEBE L E
Ocean Genius &£ & 50% X AN o

PRREEGIENEERBBIEAS

HK$’000
FAT

Property, plant and equipment L ERN L 10,507
Construction in progress EETRE 35
Inventories ey 1,666
Trade and other receivables JE W B 5 AR R R A e MR IR 935
Bank balances and cash RITHER RIS 3,281
Trade and other payables FERTE 5 8RR A S 500E (5,433)
Amount due to the Group B AL EE (6,046)
Net assets disposed of FTHEEEFE 4,945
Reclassification of cumulative translation reserve BIEH EH B A R Rt

upon deemed disposal of subsidiaries to ERFEEETSEEER

profit or loss (386)

4,559

Gain on deemed disposal of subsidiaries BRIEL EH B AR KRS 2,249
Total consideration TR 6,808
Satisfied by: B LATRIE B BT

Fair value retained in jointly controlled entities RE R EEATRE A TE 6,808
Net cash outflow arising on deemed disposal: RIELEATIEE EENRSRLFE

Bank balances and cash disposed of FTHERITERRES (3,281)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

GAIN ON DEEMED DISPOSAL OF 1. RELEMBQTWE #)
SUBSIDIARIES (Continued)
The portion gain attributable to recognising the investment HRIZN AR EIEFIEE B A FEFHERR A
retained in the former subsidiaries at their fair value at the B A RIRBHEE RN EIS T
date of control is lost was as follow:

HK$'000

T

Fair value of residual interest FIspER A FE 6,808
50% of net assets derecognised BRI ERE EFER 50% (2,473)
Portion of gain Wam#B o 4,335

H-ZE-—ZTEN\Af—BEGELEEBHR -
FiE AR E BT BN ERERE - RE
E_T——FLtA=1+—HIFE ZEHE
RNEFTE BRI & B8 5 R 49 41,991,000
77T & 4975596,000 78 7T B ARNEE /G
Flrp o RBIELERTZ M - FIEEKHBAR
HIR & R RELY 5 3,281,0008 7T ©

For the period from 1 August 2010 to the date of deemed
disposal, the above subsidiaries were mainly engaged in
manufacturing of keypads in the PRC. The revenue
contributed by the subsidiaries was approximately
HK$1,991,000 and loss of approximately HK$596,000 was
included in the Group’s profit for the year ended 31 July
2011. The net cash outflow of the subsidiaries disposed of
amounted to approximately HK$3,281,000 during the
period prior to deemed disposal.

FINANCE COSTS 12. MEHRAR
2012 2011
—E——fF —T——F
HK$'000 HK$'000
FHET FHET

Interest on unsecured bank borrowing 7B/ 1 5 RN ZREEE B K IR

wholly repayable within five year RITIERF S 657 —
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13. INCOME TAX CREDIT 13. FifEBiiER
2012 2011
—B2—=F —E==0
HK$'000 HK$'000
FRT FHTT
Current tax BIVERTH IR
Hong Kong Profits Tax BENEH — 17
PRC Enterprise Income Tax PR EREH 143 7,901
Taiwan Profit-Seeking-Enterprise BEEMEEMET
Income Tax (“Taiwan Income Tax") (Ta&msHl) 161 —
304 7,918
Overprovision in prior years B FE B
MCIT (Note) SRPIFTIS IR (K aZ) (10,524) (9,267)
Deferred taxation (Note 40) RIERRTE (Hf7F 40)
Current year NEE 411 (305)
(9,809) (1,654)

Note: Due to no formal tax assessment notice has been issued by
the Macau tax authority and the expiry of five years time-
barred period in accordance with the MCIT (Decree Law
21/78/M) Article 55, the management of the Company
assessed that the overprovision for MCIT in prior years of
approximately HK$10,524,000 (2011: HK$9,267,000) is
written back and credited to profit or loss during the year
ended 31 July 2012.

Hong Kong Profits Tax was calculated at 16.5% on the
estimated assessable profit for both years.

Pursuant to the rules and regulations of the Cayman Islands
and BVI, the Group is not subject to any income tax in the
Cayman Islands and BVI.

No provision for Indonesia Income Tax for the year ended 31
July 2012 has been made as the subsidiary operating in
Indonesia did not generate any assessable profits in
Indonesia.

164 Annual Report 2012 — & — — F4E 3R
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2012 &&= =F——

INCOME TAX CREDIT (Continued)

Ta Yang Group (Macao Commercial Offshore) Limited was
incorporated as a commercial offshore entity in Macau and
is exempt from MCIT.

Taiwan Income Tax was calculated at 17% of the estimated
assessable profits for year ended 31 July 2012. No provision
for Taiwan Income Tax for the year ended 31 July 2011 has
been made as the Group did not generate any assessable
profits in Taiwan.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25% from 1 January
2008 onwards. Accordingly, provision for PRC Enterprise
Income Tax for the PRC subsidiaries is calculated at 25% of
estimated assessable profits for both periods, except
disclosed as follows:

o Huzhou Ta Yang Electronic Technology Company
Limited (“Huzhou Ta Yang”) and Dongguan Tai Yang
Rubber Plastic Industrial Company Limited
(“Dongguan Tai Yang”) are foreign investment
enterprises and are entitled to tax concessions
whereby the profit for the first two financial years
beginning with the first profit-making year is
exempted from income tax in the PRC and the profit
for each of the subsequent three years is taxed at
50% of the prevailing tax rate.

o In September 2008, Huzhou Ta Yang is recognised as
an approved technology enterprise and is eligible to a
preferential tax rate of 15% from 1 January 2009 to
31 December 2011. From 1 January 2012 onwards,
provision for PRC Enterprise Income Tax for Huzhou Ta
Yang is calculated at 25% of its estimated assessable
profits.

o The first profit-making year of Dongguan Tai Yang is
2008.Accordingly, Dongguan Tai Yang is exempted
from PRC Enterprise Income Tax from 1 January 2008
to 31 December 2009 and is entitled to a 50%
exemption of income tax from 1 January 2010 to 31
December 2012.

TA YANG GROUP HOLDINGS LIMITED A% & E iz g B R A
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13.

166

INCOME TAX CREDIT (Continued)

The income tax credit for the year can be reconciled to the
(loss) profit before tax per the consolidated income

statement as follows:

——FtHA=t—HILFE

13. FiEHER 490

FAMBHER RS Wt RAE AR AT (B
1B EAMERRAT

2012 2011
—E——F —T——%F
HK$’000 HK$’000
FERT FET
(Loss) profit before tax A AT (E8R) ST (87,899) 40,990
Tax expense at rates applicable to BREAREE R EEE R ET AT =
profits in the jurisdictions concerned STEAR Y (16,757) 7,034
Tax effect of income not subject to tax ~ HZERFIUL A BT 7 7 2 (988) (1,160)
Tax effect of expenses not deductible AN AT R 75 5 2 BB 7S 52 22
for tax purposes 1,592 1,721
Tax effect of share of result of DB E R A EENT BT E
an associate (31) 14
Tax effect of share of result of DG HRAZEGEEEENT SR
jointly controlled entities 1,578 88
Overprovision in prior years BT FE R (10,524) (9,267)
Tax effect of tax losses not recognised — RHERF G ET1E T 15 22 2 15,321 1,576
Effect of tax exemptions granted to FEMTE A RERMBIBER RN E
PRC subsidiaries — (1,660)
Income tax credit for the year FRAEFRES (9,809) (1,654)

Details of deferred taxation are shown in Note 40.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

14. (LOSS) PROFIT FOR THE YEAR 14. FR(EHE)RF
2012 2011
—E-—F —=——fF
HK$’'000 HK$'000
FET T

(Loss) profit for the year has been arrived 4R (JE518) & F| T3 &1

at after charging: AT&IE :

Auditor’s remuneration ZEEE & 1,277 1,180

Amortisation of prepaid lease payments FB{ 78 & X IB#E 4 1,371 1,393

Costs of inventories sold (Note a) BEEFENA (Hffta) 587,652 637,390

Allowance for inventories FERE GI AHEERE)

(included in cost of sales) 436 228
Share of taxation of an associate AE— RS A R BIE 43 —
Depreciation of property, ME - BREREETE

plant and equipment 43,493 44,515
Directors’ emoluments (Note 18) EE=M< (HiF18) 5,688 8,402
Impairment losses recognised in respect  mt &I & 5 Bk 70 & H 4th fE Uk FR 3B RER

of trade and other receivables (Note 29) KRB TE (K% 29) 171 508
Impairment loss recognised in respect  FLAFEEHEHI T2 MRS R

of interest in jointly controlled entities  JE{EEE 1,800 —
Research and development costs (Note b) #F2¢R5 7 (it b) 4,745 6,941
Payments under operating leases in Bt RIEFTHREE

respect of land and buildings HEE TR 7,715 8,597
Equity-settled share-based payment S EMMRROERNRFAX

expenses 802 3,264
Staff costs (excluding directors’ BETRA(CIBIEESRMNE) (Wit 17)

emoluments) (Note 17) 305,226 320,023
Notes: Bifat -

(@) Cost of inventories sold included approximately (@ EBEEFERABEHEETINAN  ERSZ KL
HK$287,199,000 (2011: HK$302,903,000) relating to staff EHEBERBRMNSEEN287,199,0008 (=
costs, depreciation expenses and operating lease charges T ——4F :302,903,000/87T) ' BEEELHEIE
which amount is also included in the respective total amounts FFAR EXBI BN BRBAERA -
disclosed separately above.

(b)  During the year ended 31 July 2012, research and by REE=ZZ——FEtA=1+—HILFE W&
development costs included staff costs of approximately ERABERERZEHNAEEES E TR
HK$2,088,000 (2011: HK$2,561,000) for the Group’s 492,088,000/ L (= F — —4F : 2,561,000/
employees engaged in research and development activities, L) ZESEMEFAMFEI7TARENET

which are also included in staff costs as disclosed in Note 17. AR o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

15. DIVIDENDS RECOGNISED AS DISTRIBUTION 15. FARAADIKKRKRE
DURING THE YEAR

2012 2011
—E——F —ET——F
HK$'000 HK$'000
TR FHETT
Dividend recognised as distribution FAER B IREARE, -
during the year:
2011 final dividend declared and paid ~ BEE iR MIEN =Z——F
of HK$0.06 (2010: HK$0.06) REARR S &A% 0.06 BT
per share (ZZ—Z4F : 0.06757T) 46,712 46,707
The final dividend of HK$0.03 in respect of the year ended RAREFREZRBE_T——F+tA="1—
31 July 2012 (2011: HK$0.06) per share has been proposed HiIEFERNRBARSFR03BT(ZE
by the directors of the Company and is subject to approval ——F:0068T)  EEAREERRBFK
by the shareholders of the Company in the forthcoming g EREARABRRIE - FAEE -
Annual General Meeting.
16. (LOSS) EARNINGS PER SHARE 16. B (E518) &R
(a) Basic (a) E&
Basic (loss) earnings per share is calculated by dividing BIRER(EE) BRI EMEFERR
the (loss) profit attributable to owners of the Company AR A (BER) &R UABBITE
by the weighted average number of ordinary shares in AREINETHEGEE -
issue during both years.
2012 2011
—E——fF —=——fF
(Loss) profit for the year attributable to AN R FIHEH A FEIEER (E1E)
owners of the Company (HK$'000) w= A (FA&7T) (78,090) 42,644
Weighted average number of BT E RARA R
ordinary shares in issue ("000) EHE (TR 778,541 777,863
Basic (loss) earnings per share (HK cents) &R&EA (E518) &5 (FB1l) (10.03) 5.48

168 Annual Report 2012 —E— —FF



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

16. (LOSS) EARNINGS PER SHARE (Continued) 16. B (&E#E)BR &)
(b) Diluted (b) #8
Diluted (loss) earnings per share is calculated by FiREE (B1R) BN D iREBEE2HE
adjusting the weighted average number of ordinary e mR R m AR RTINS B
shares outstanding to assume conversion of all dilutive RMEFHEAE - KRRFAE—HEL
potential ordinary shares. The Company has one BUE AR - BEARE o
category of dilutive potential ordinary shares: share
options.
2012 2011
—B——fF —ET——%F

(Loss) profit for the year attributable to A FIHEA A EEER

owners of the Company (HK$'000) (i) %A (F87T) (78,090) 42,644
Weighted average number of BETE AR INE

ordinary shares in issue ("000) Eigg (Fa%) 778,541 777,863
Effect of dilutive potential B BREE

ordinary shares ("000) & (TR) — 421
Weighted average number of RLGEESREERT

ordinary shares for diluted earnings A 58 AR N A

per share ("000) FHE (FH) 778,541 778,284
Diluted (loss) earnings per share RS (B18) &F)

(HK cents) (LD (10.03) 5.48
The computation of diluted loss per share does not HRBE-FT-——F+LtA=-t+—HLF
assume the exercise of the Company’s outstanding ERETENAARBRENTEERER
share options for the year ended 31 July 2012 as the REDROME - Bibet B GRETE
exercise price of those options is higher than the RES I RS % SRR RATE

average market price for shares.

17. STAFF COSTS (EXCLUDING DIRECTORS’ 17. EIRA(FEBIEEEME)

EMOLUMENTS)

2012 2011

—E-CF —T——1F

HK$’000 HK$'000

FET FH&T

Salaries, allowances and other benefits %4 - 8L & E G T 288,596 301,068

Retirement benefit schemes contribution EKi&FIEHEI {2 16,021 16,634

Share-based payments VAR A% A R RO 1~ 3K 609 2,321

305,226 320,023
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B S R R M et

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

17. STAFF COSTS (EXCLUDING DIRECTORS’
EMOLUMENTS) (Continued)

The subsidiaries in Hong Kong operate defined contribution
schemes under the Hong Kong Mandatory Provident Fund
Schemes Ordinance which are available to qualified
employees. The assets of the schemes are held separately
from those of the subsidiaries in independently administered
funds. Monthly contributions made by the subsidiaries are
calculated based on certain percentages of the applicable
payroll costs or fixed sums as stipulated under the relevant

requirements, as appropriate.

Pursuant to the regulations of the relevant authorities in the
PRC, the subsidiaries of the Group in this country participate
in respective government retirement benefit schemes (the
“Schemes”) whereby the subsidiaries are required to
contribute to the Schemes to fund the retirement benefits
of the eligible employees. Contributions made to the
Schemes are calculated based on certain percentages of the
applicable payroll costs as stipulated under the requirements
in the PRC. The relevant authorities of the PRC are
responsible for the entire pension obligations payable to the
retired employees. The only obligation of the Group with
respect to the Schemes is to pay the ongoing required

contributions under the Schemes.

Employees employed by the Group’s operations in Macau
Special Administrative Region (“MSAR"”) are members of
government-managed retirement benefits scheme operated
by the MSAR government. The MSAR operations are
required to pay a monthly fixed contribution to the
retirement benefits schemes to fund the benefits. The only
obligation of the Group with respect to the retirement
benefits schemes operated by the MSAR government is to

make the required contributions under the scheme.

The retirement benefit schemes contribution represent
contributions by the Group to the Schemes operated by the
relevant authorities of the PRC, the retirement scheme
operated by the MSAR government and the defined

contribution schemes operated in Hong Kong.

Details of the Company’s share options granted to the

employees of the Group are set out in Note 41.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

18. DIRECTORS’ AND SENIOR MANAGEMENT'S 18. EEREHREEEME

EMOLUMENTS
(a) Directors’ emoluments

The emoluments paid or payable to each of the nine
(2011: nine) directors are as follows:

For the year ended 31 July 2012

(a) E=M=

ENREAAR(ZE——F: N E
EEaNBLRIIMT ;

BEE-Z——HtA=1+—HILEE

Salaries, Retirement
allowances benefit
and other Discretionary schemes  Share-based
Fees benefits bonus contributions  payments Total
é - RH BIRER kB A
fie  RHEMEN WA SRR ERNOX @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEx TEx TAT TAT TEx
Executive directors HTES
Huang Sheng-Shun B — 1,200 100 12 47 1,359
Huang Te-Wei HER — 924 70 12 29 1,035
Lin Hung-Ming RS — 1,035 78 12 32 1,157
Wong Tak Leung HER — 756 63 12 30 861
Non-executive FHTES
directors
Kirk Yang R — — — - — —
Wu lh Chen (Note) REMMH) 180 579 30 12 43 844
Independent BUHTES
non-executive
directors
Yeung Chi Tat HsE 180 — — - 4 184
Hsieh Yu BN 120 — — — 4 124
Jou Yow-Jen Ba¥% 120 — — — 4 124
600 4,494 341 60 193 5,688
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18.

172

DIRECTORS" AND SENIOR MANAGEMENT’S 18. EEREREEREME &)

EMOLUMENTS (Continued)
(a) Directors’ emoluments (Continued)

For the year ended 31 July 2011

(a) EEMEH)
BE-Z——FtA=1+—HILFE

Salaries, Retirement
allowances benefit
and other  Discretionary schemes  Share-based
Fees benefits bonus  contributions payments Total
e 2 RIKEEA AR &
e  REMER ML FEfE ERAONR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET TAT TR TR TET
Executive directors HTES
Huang Sheng-Shun HER — 1,200 1,100 12 220 2,532
Huang Te-Wei HER — 712 410 24 146 1,292
Lin Hung-Ming MEH — 908 525 14 158 1,605
Wong Tak Leung HER — 720 260 12 152 1,144
Wu Ih Chen (Note) REH(MH) — 891 59 12 207 1,169
Non-executive FHTES
directors
Kirk Yang HIEH 90 — — — 6 %
Wu lh Chen (Note) REH(Hizt) 90 — — — — 90
Independent BUHTES
non-executive
directors
Yeung Chi Tat Bz 180 — — — 20 200
Hsieh Yu #i 120 — — — 20 140
Jou Yow-Jen By 120 — — — 14 134
600 4,431 2,354 74 943 8,402

Note: Mr. Wu |h Chen ceased to be the executive director of
the Company and chief executive officer and was re-
designated as a non-executive director of the
Company with effect from 1 February 2011 for a term
of three years.
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NOTES TO THE CONSOLIDATED
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e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

18. DIRECTORS’ AND SENIOR MANAGEMENT'S
EMOLUMENTS (Continued)

(a)

(b)

Directors’ emoluments (Continued)

The discretionary bonus for both years was determined
by reference to the performance of the directors and
the profitability of the Group.

On 1 February 2011, Mr. Kirk Yang and the Company
signed a deed of waiver whereas Mr. Kirk Yang agreed
to forgo to receive directors’ fee from the Company
commencing on 1 February 2011.

Other than disclosed above, no other directors waived
or agreed to waive any emoluments during the years
ended 31 July 2012 and 2011.

Senior management’s emoluments

All of the five individuals with the highest emoluments
in the Group for the years ended 31 July 2012 and
2011 were directors of the Company whose
emoluments are set out above.

No emoluments have been paid by the Group to the
directors and senior management as an inducement to
join or upon joining the Group or as compensation for
loss of office during the years ended 31 July 2012 and
2011.
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18. EERGREEEME &)

(a)

(b)
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EREEEME
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kX
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19. PROPERTY, PLANT AND EQUIPMENT 19. W% BERRE
Properties Furniture,
held for Motor Plantand fixtures and Leasehold
own use vehicles machinery equipment improvements Total
B & £8 HEME
BRNE RE BER#E ET #5 @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THL FHT THT TEL THL
cost BAE
At 1 August 2010 RZZ-%4F
NA—H 125,259 6,581 297,490 67,539 62,290 559,159
Exchange realignment B H B 4,836 313 14,917 3,399 3,228 26,693
Additions NE 162 945 14,816 2,165 10,254 28,342
Transfer from construction BRAERTR
in progress (Note 20) (Hizt20) = = 23,159 1,039 2,089 26,287
Transfer to investment property EREREE
(Note 22) (Hiz#22) (21,877) — — — - (21,877)
Disposals & — (1,017) (5433) (543) - (6,993)
Eliminated on deemed disposal BIEELENBLARR
of subsidiaries (Note 71) HEME) — — (7,749) (263) (2,760) (10,772)
At 31 July 2011 RZZ——F
+A=1+-H 108,380 6,822 337,200 73,336 75,101 600,839
Exchange realignment B H A 1171 83 3,998 837 911 7,000
Additions NE 82 51 4,024 4,227 5,222 13,606
Transfer from construction ERaEETE
in progress (Note 20) (Hizt20) — — 1,973 2,525 55 4,553
Disposals = — (439) (1,752) (563) — (2,754)
At 31 July 2012 R-E——%
+tA=+-H 109,633 6,517 345,443 80,362 81,289 623,244
ACCUMULATED DEPRECIATION ~ REHTBRWE
AND IMPAIRMENT
At T August 2010 RZZ-FF
NA—H 15,847 3,457 140,513 42,279 36,754 238,850
Exchange realignment B R 722 164 7,159 2,187 1,863 12,095
Provided for the year ENERE 5,050 756 24,593 7,993 6,123 44,515
Impairment loss recognised PERTRRR
in profit and loss AEEE 84 — - — — 84
Transfer to investment property BRELEENE
(Note 22) (Fizt22) (1,137) — — — — (1,137)
Eliminated on disposals R — (778) (4,790) (410) — (5,978)
Eliminated on deemed disposal BRIELEMH B A
of subsidiaries (Note 11) (1) — — (104) (48) (113) (265)
At 31 July 2011 RoE——#
+A=+-H 20,566 3,599 167,371 52,001 44,627 288,164
Exchange realignment fE X% 212 44 2,002 613 531 3,402
Provided for the year FREE 4,976 880 24,169 7,839 5,629 43,493
Eliminated on disposals R 4 — (395) (1,551) (495) — (2,441)
At 31 July 2012 RZE——F
+A=1+-H 25,754 4,128 191,991 59,958 50,787 332,618
CARRYING VALUES REE
At 31 July 2012 R-E——%
+A=+-8 83,879 2,389 153,452 20,404 30,502 290,626
At 31 July 2011 RZZ——F
+A=1+-H 87,814 3,223 169,829 21,335 30,474 312,675
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19. PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment are
depreciated on a straight-line basis over the estimated useful
lives less residual value as follows:

Properties held for own use situated on leasehold land are
depreciated over the shorter of the unexpired term of lease
and their estimated useful lives, being no more than 50
years after the date of completion.

Estimated useful life

19.

W% BERRE

A EWE - BERRERB LERERATH
sHRlE R E R RIS EEF EITE -

ME i Eo R RYMERREROESRR
HGET A A8 (2 B HR 505 A) B
REFE -

Residual value

fh 5T Al 6 A S 58 FerEE
Motor vehicles 5 years 10%
E 54
Plant and machinery 10 years 10%
i R e 25 104
Furniture, fixtures and equipment 5 years 10%
&L HERHRE 54
Leasehold improvements Shorter of the lease term and —
5to 10 years
HEMEEE HEARSZ104F - ARG E RE
The carrying value of properties held for own use shown i EE B ENEREAE
above comprises of:
2012 2011
—E-C-fF —F——4F
HK$'000 HK$'000
FHERT FHBxT
Medium-term lease HRHEEE
— in Hong Kong — LR EB 8,816 9,051
— outside Hong Kong — BEIMND R 75,062 78,763
83,878 87,814

During the year ended 31 July 2011, the Group transferred
a factory building previously included in properties held for
own use to investment property. The directors of the
Company conducted a review of the factory building at the
date of change in use and compared the carrying amount of
the building transferred with its fair value. The review
showed a decrease in the carrying value and accordingly,
impairment loss of HK$84,000 was recognised in respect of
properties held for own use.
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RBE-ZT——F+tA=1T—HItEE K&
B —EBAF ARIEE BWENTHAEE
BEREYE ARREZCDRARREER
HIMAEETER  UiHZESERNKE
MEEEEEAFELE - EEMBER - RE
BB TR Bt EptiSEE AMERRA
{EE518 84,0008 7T °
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20.

21.

176

CONSTRUCTION IN PROGRESS 20. EEIRE
2012 2011
—E——fF —Z=——fF
HK$’'000 HK$’000
FERT FHT
At 1 August WNAA—H 749 1,916
Exchange realignment VE 5 A2 9 56
Additions INE 6,218 25,099
Transfer to property, plant and HEBEEYE  BER
equipment (Note 19) Bt (H1aE19) (4,553) (26,287)
Eliminated on deemed disposal of REELEHEB AT
subsidiaries (Note 11) BrET8H (BYaE11) — (35)
At 31 July RtRA=+—H 2,423 749
PREPAID LEASE PAYMENTS 21. ANHEENE

The prepaid lease payments consist of cost of land use rights
in respect of land located in the PRC held under medium
term leases, on which the Group'’s factory plants and staff
quarters are built. The remaining period of the land use
rights of the Group ranges from 39 to 46 years (2011: 40 to
47 years).

FENAERBESEERMN TRz HAE
HEMNLH(REBEEZEL FEERER
BIFE)NTtERENKAE AEE L
AN RIGREREN T395 46 F (=T ——
FAFLTE)TE

Analysis for reporting purposes as: IR EIELHA DT -
2012 2011
—EB-=F —F——F
HK$’000 HK$’000
FH&xT FHIT
Current assets BB E 1,370 1,378
Non-current assets IEREEE 58,985 59,924
60,355 61,302
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INVESTMENT PROPERTY

22. BEWHE

HK$'000
FAT
FAIR VALUE ATE
At 1 August 2010 RZE—ZTF/\F—H =
Transfer from properties held for own use EBREFEERYME 20,740
Transfer from prepaid lease payments EREENRERE 3,209
Change in fair value recognised in the R E W e R FERR A
consolidated income statement N EEE 1,879
Exchange realignment P 5 28 682
At 31 July 2011 and 1 August 2011 RZE——FLA=+—HEK
AV b= AN
Change in fair value recognised in the AR W = TR Y
consolidated income statement NEZE 4,355
Exchange realignment PE 5 5= 330
At 31 July 2012 R-ZE——F+tA=+—H 31,195

Notes:

(a)

During the year ended 31 July 2011, the Group transferred a
factory building previously classified as property, plant and
equipment and prepaid lease payments with carrying
amounts of approximately HK$20,740,000 and
HK$3,209,000 respectively to investment property. The fair
value of the investment property on the date of transfer was
amounted to approximately HK$23,949,000 which was
valued by BMI Appraisals Limited (“BMI”). The valuation was
arrived at by reference to market evidence of transaction
prices for similar properties in the same locations and
conditions. BMI have appropriate qualifications and recent
experiences in the valuation of similar properties in the
relevant locations.

The carrying value of investment property shown above are
situated in the PRC and held under medium-term lease.

All of the Group’s property interests held under operating
leases to earn rentals or for capital appreciation purposes are
measured using the fair value model and are classified and
accounted for as investment property.

The fair value of the Group's investment property at 31 July
2012 and 2011 has been arrived at on the basis of a
valuation carried out on that date by BMI. The valuation was
arrived at by reference to market evidence of transaction
prices for similar properties in the same locations and
conditions.
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(b)

REBE-_T——F+tA=+—HILFEE K&
B —mpASEAME  BE RZEN TH
AREUERERBEERE(REAES OB
20,740,000 JT & 3,209,000 7% 7T ) &5 # = 1%
B o NERAE - PRHBETEARAR
(TR ANFBEE ) Yz EME L FENBEN A
23,949,000 T ° ZIBKEHSEHEME R
KRB UNENR B ERTBEBERETE -
MAEEEEEE R RO AL AAMEE LY
FEEITHENKER -

PAE R R R E W) RO BREE LA AP B 3P BAFh
HEERA -

AEERGERERFRNREES RE AL
ENFREMERRURATFERRFE I H
BRARIIEREDZE -

AEBREYER T —FR_FT—F+
A=+—BMAFETARFPBERE BET
REEAERMETE - ZIBMET2ZERAM
B ERANBEUNENRZBIRTSEEE
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23. AVAILABLE-FOR-SALE FINANCIAL ASSETS 23. AHEESREE
Available-for-sale financial assets comprise: AHfHESREERE
2012 2011
—E——fF —E——%F
Notes HK$'000 HK$'000
Kzt FHEx FAT
Listed securities: s
— Equity securities listed outside — EBE BN R
Hong Kong, at fair value ETHRAES
b/ X[ (@) & (b) 51,899 72,227
Unlisted securities: JE LRSS
— Equity securities — RARFES
— At cost — B AE (© 14,214 2,604
— Less: provision for — & REEBIERE
impairment loss (d) (589) (322)
13,625 2,282
65,524 74,509

178

Notes:

The fair value of the above listed securities is determined
based on the quoted market bid prices available on the
relevant stock exchange. During the year ended 31 July 2012,
the directors of the Company considered the significant
decrease in market price of the listed securities and an
impairment loss of approximately HK$3,856,000 (2011:
HK$913,000) was recognised in the consolidated income
statement.

Included in the above listed securities are investments in
Formosan Union Chemical Corp. (“Formosan”) of
approximately HK$15,506,000 (2011: HK$17,201,000).
Formosan is a company listed on the Taiwan Stock Exchange
and there is a common director of the Company and
Formosan.

Also, as at 31 July 2012, there are investments in Force Mos
Technology Company Limited (“Force Mos"”) of
approximately HK$2,373,000 (2011: HK$5,459,000). Force
Mos is a company listed on Taiwan Stock Exchange and there
is common director of a subsidiary of the Company and Force
Mos.
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FifeE -

(a)

(b)

it ETESHAFETRRERR SIS
WTSMBREABEE - NEE=_2—=—F+
A=1+—BLEEE  ARAEZER A LWES
HTIEAR FHK © B RERE KSR IERRE
E518 493,856,000/ T (=& — —4F : 913,000
BIT)

bl FESSERAMSEETERGB AR A
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

23. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(Continued)

Notes: (Continued)

()

The unlisted equity securities are issued by private entities
incorporated in Taiwan. They are measured at cost less
impairment at the end of each reporting period because the
range of reasonable fair value estimate is so significant that
the directors of the Company are of the opinion that their
fair values cannot be measured reliably.

During the year ended 31 July 2011, two of the investee
companies were successfully listed on the Taiwan Stock
Exchange. Accordingly, the Group re-measured the unlisted
equity securities from carrying amount of approximately
HK$12,032,000 to fair value of approximately
HK$26,315,000 at the respective date of listing of shares in
the investee companies, with changes in fair value of
approximately HK$14,283,000 credited to investments
revaluation reserve in the year.

The directors of the Company had reviewed the carrying
values of the unlisted equity securities and considered that in
light of the operating losses of an investee and the market
conditions, total impairment losses of approximately
HK$267,000 (2011: HK$322,000) had been recognised
during the year. The directors of the Company were in the
opinion that the impairment was made based on their best
estimation with reference to the market situation and
circumstances of the equity securities.

Included in available-for-sale financial assets are the following
amounts denominated in a currency other than functional
currency of the entity to which they relate.

23. AIHESHEE®)

Hiat: ()

(@

(d)

FEEMIRAE SR &AL TLA R
AT - ZEBF N BERE PRBERARRE
& WERZERSNEE AT ER
EfRA  ARBAEERA/ERFEEERSEH

5

REE-_T——F+tA=+—"HLEE WH
BEURARIRINR G EFBHFR ST LT ©
It AREEEHTEIEETRAES - AR
E{E#912,032,000/8 LT 28 ALK EH R
REIEEZBRMH ETBHORAFED
26,315,000 T st 2 AR F E & 8 4
14,283,000 B TTat AF NI E S ©

AAREBDEMIFEETRAZHFNETE -
T RAENREBHERARELLEHBRER
H MBI - MR FE AR EESIEEED
267,000/ 7T ( —ZF —— 4 : 322,000/ 7T ) °
RABEZRE  BEDIAERES2ERA
BHETISIE N MR R G AENREG T mE

iE °

AHHESREERE NI AEREENIE
BN BRI ENDHE -

2012 2011

= = 2%

‘000 ‘000

T T

NTD =k 165,330 266,104
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FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

24. HELD-TO-MATURITY INVESTMENTS 24. BEZIHRE
Held-to-maturity investments comprise: REZIBRERSE
2012 2011
—E——F —ET——F
Notes HK$’'000 HK$'000
HiaE FET T
Unlisted debt securities Ik M ESES
— Fixed-rate — BEE = @) 45,477 12,050
— Variable-rate — ZEF=R (b) — 11,610
45,477 23,660
Analysed for reporting purposes as: MIREEL DT
Current assets TRENEE 43,035 23,660
Non-current assets EmBEE 2,442 —
45,477 23,660
Notes: HtaE:

(@ At 31 July 2012, the fixed-rate unlisted debt securities carry
interest rate at ranging from 3% to 3.75% (2011: 4.95%)
per annum and will mature in February and August 2013

(2011: September 2011).

(b) At 31 July 2011, the variable-rate unlisted debt securities
carried interest at three-month London Interbank Offered
Rate (“LIBOR") plus 0.95% per annum, payable quarterly,

and were matured in May 2012.

(0) Included in held-to-maturity investments are the following
amounts denominated in a currency other than the functional
currency of the entity to which they relate.

(a)

(b)

()

R=F—=—F+tA=+—8 BEEAMRFELH
BEBEHENT3IEE3E(ZE——4F:
ABE)MFENEGFE  BREFBR=F
—=F-_ARNAHH(ZZE——F: =%
——%FhA)-

WZZE——FtA=+—H FBHFXELT
EBEFE = A BBRTREFE ([HRBER
TRZEFE D MBS ENFRESE - BH
MNEREEXMN YER-_FT——FHAF
H o

FAZIHKRESE TIIAEBERNGEE
BLASMNE DI ER DR

2012 2011

—E--F —T——F

‘000 ‘000

Fr Fr

RMB AR 37,000 —
usbD ES - 1,500
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

INTERESTS IN JOINTLY CONTROLLED ENTITIES  25.

REREZEFERHNERS

2012 2011
—E——F —T—F
HK$'000 HK$'000
FHET FET
Unlisted shares, at cost JE LMD - HBKANE 16,646 19,418
Share of post-acquisition result and DIEUEER B &
exchange reserve bEE 5 1 (11,946) 95
4,700 19,513
Transfer to assets classified as ERESBARELE
held for sale (Note 35) &= (K1aE35) — (2,772)
Transfer from assets classified as ERAOBERFELEEE
held for sale (Note 35) (#/7%35) 2,772 —
Impairment loss recognised BRI EREE (1,800) =
5,672 16,741

At 31 July 2012 and 2011, the Group had interests in the

following significant jointly controlled entities:

Nominal value

K==
SER

Proportion of
nominal value

——FRFE——FtA=F+—H &
AT EEH RSB A

Form of Place of of issued and of issued
Name of business incorporation/  fully paid capital held
company structure operation share capital by the Group Principal activity
MR ERTRERE AEBFMFCRT
NGIEE EREBER 2 RAHEE BRAEEMRGLA FEXEK
Ocean Genius Incorporated Hong Kong 10,836,000 50% Investment holding
shares of
HK$1 each
Ocean Genius Al Ave i 10,836,000 % 50% REER
BREE
1 A TR
Huzhou Ri Jun Established The PRC US$2,345,995 50% Manufacturing of
keypads
M A E& DAV H 2,345,995 %71 50% HERG
Ta Yang Agricode  Incorporated Malaysia 10,000,000 50.1% (Note) Production and sales
Sdn Bhd shares of of fertiliser, other
("Ta Yang MYR1 each pesticides products
Agricode”) and industrial
oil product
RFERBRREH &KL SRAE 10,000,000 f% 50.1% (Fifat) HERHEREH
BRAT BRREE H A8 i &
(TRFEM) 1 SRR TERH

TA YANG GROUP HOLDINGS LIMITED A% & E iz g B R A
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FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

25.

182

INTERESTS IN JOINTLY CONTROLLED ENTITIES
(Continued)

Note:

The Group holds 50.1% of the issued share capital of Ta Yang
Agricode. However, under a joint venture agreement, the Group
and the other significant shareholder jointly control the composition
of the board of directors of Ta Yang Agricode. Therefore, Ta Yang
Agricode is classified as a jointly controlled entity of the Group.

On 31 July 2011, one of the wholly-owned subsidiaries, Great
Ocean Development Limited (“Great Ocean”), entered into sale and
purchase agreements (the “Purchase Agreement”) with three of its
staff and an independent third party (the “Purchasers”) pursuant to
which Great Ocean agreed to sell and the Purchasers agreed to
acquire total of 1,100,000 shares in Ta Yang Agricode at aggregate
cash consideration of MYR1,100,000 or equivalent to approximately
HK$2,890,000.The Purchase Agreement was terminated on 6 July
2012 and the assets classified as held for sale was reclassified to
interests in jointly controlled entities at its recoverable amount.

The summarised unaudited financial information in respect
of the Group’s interests in jointly controlled entities which
are accounted for using the equity method with the line-by-
line reporting format is set out below:

25. REeREZEHERENER &)

st -

AEERE AL REDETRANS50.1% « AT - 12
BB - AEE R T BREAREH AR
EEFRMEN - Bl ATRENBARERNR
FiEE -

R-ZZ——FtA=1+—8" HF—H2EHBAA
AFERBBRABI(ARF)BE=28TUE—%
BYE=FA(EBFDITLEERE(EERE]
Bl RKEREBELEMEARBEERNFETA R
1,100,000% 3% 5 + e R ELREE A 1,100,000 5 ¥ (s
FEE R #)2,890,00087T) - BEMZEN T ——_F
ARNBRIE DBEARBELENEERETKBESE
BN EEREREHEEAOER

PARE 2 A A BR 9 AN S [ 7 2K (R 422 161 B B A i DA
FREHVABINOREBZABEERNT

2012 2011

= —F—%F

HK$'000 HK$'000

FET FH&T

Current assets mENE E 35,226 37,082

Non-current assets EMBNEE 18,669 32,955

Current liabilities mEaE (34,798) (26,859)

Non-current liabilities EREaRE (7,801) (7,801)

Net assets BEFE 11,296 35,377

Income A 49,305 25,433

Expenses 5 (23,556) (5,051)
Other comprehensive (expense) Hih2m (%)

income A (1,005) 1,866
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26.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

INTERESTS IN JOINTLY CONTROLLED ENTITIES
(Continued)

Included in the cost of interests in jointly controlled entities
is goodwill of nil (2011: HK$1,800,000) arising on
acquisition of jointly controlled entities during the year
ended 31 July 2012.

The directors reviewed the carrying amount in the equity
interest of Ocean Genius whose business activity is
manufacturing of keypads as at 31 July 2012. In view of the
continuing losses during the years ended 31 July 2012 and
2011, the directors of the Company were of the opinion
that the recoverable amount is less than its respective
carrying amount as at 31 July 2012, accordingly an
impairment loss of the goodwill approximately
HK$1,800,000 (2011: nil) was recognised.

25.

RERZEFIERAERS 9)

REREZEFEENEZHNXNABREEE -
——F+tA=t+—HItFE KRB LREH TS
FMEEMNEEZT(=Z——F :1,800,000/8
JL) °

ZFED % H Ocean Genius(H F B %58 5
BREE)VN-_ZE——E+tA=1+—BHERAK
EREEE ERZAREE—_T——FK
—E——ErA-t+—HILEERERE K
RAEERANRECEIREZTERS
——F+tA=1+—HNEREE  BLERERE
223 {E &5 18 491,800,0008 T ( — & — — 4
£) o

INTEREST IN AN ASSOCIATE 26. A—EHE A RNER
2012 2011
—EB-C-fF == E
HK$'000 HK$'000
FHET FHET
Unlisted shares, at cost LR - IR AE 1,278 1,278
Share of post-acquisition profit and DU R = ) &
exchange reserve less distribution B 34 8 R 1 9 R
of profit 63 164
1,341 1,442
TA YANG GROUP HOLDINGS LIMITED A ¥ £ @42 j 75 R A 7] 183



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RR M

FOR THE YEAR ENDED 31 JULY 2012 &&=

26. INTEREST IN AN ASSOCIATE (Continued)

T—_FHA=T—-HILFE

Details of the associate at 31 July 2012 and 2011 are as

26. A—EBEQTNER®)
RIE——FR_FT—FtA=1+—HN

follows: AIFEIBIAT
Proportion of
Form of Place of Registered/ ownership
Name of business incorporation/  paid up interest
company structure operation capital directly held Principal activity
AL 531174 HEREW
AR ER EBRBRN RE B HERA BERERLS FEEK
SITY Silcum & Ta Incorporated Germany EUR250,000 50% Trading of silicone tiles
Yang International and electrical
GmbH (“SiTY") switching systems
and related items
SITY Silcum & Ta AL (e 250,000 7T 50% YRBERBEERGR
Yang International HEABEEE S

GmbH ([SiTY])

The summarised unaudited financial i

nformation in respect

BERAREBEARNREEZVHERRE

of the Group'’s associate is set out below: FHHaT -
2012 2011
- —F——F
HK$’'000 HK$’000
FET FET
Total assets BEME 5,698 7,297
Total liabilities B E@E (3,015) (4,413)
Net assets BEFE 2,683 2,884
Group's share of net assets of NS PR O — s A F Y
an associate BEEE 1,341 1,442
Revenue W as 13,188 20,347
Profit (loss) for the year FRaA (EE) 372 (169)
Group's share of profit (loss) of AR B (S — A EE S R EAY
an associate for the year F @ A (EE) 186 (85)
Group's share of other comprehensive 7S5 8] & (i — B 2 A 5] A9
(expense) income of an associate FREMZ2E(FAX) KA
for the year (287) 184
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZE =T —=FtA=+—HILFE

27. LOAN RECEIVABLE FROM A JOINTLY 27. BER—RBEHAFEFHERNER
CONTROLLED ENTITY
At 31 July 2012 and 2011, loan receivable from a jointly RN_E——FR-_ZT——Ft/=1+—H [E
controlled entity in amount of MYR3,000,000 is unsecured, W — R [RI¥E &I B BE #9 B 51 7% 3,000,000 F 15 -
interest bearing at LIBOR plus 3% per annum and repayable REE - REBIRTREFRSNIENEF
in 2014. KB WARZ-T—FEE -
28. INVENTORIES 28. 7&
2012 2011
—B-CfF —E——fF
HK$’000 HK$'000
FET FAT
Raw materials JR# 55,582 67,580
Work-in-progress EE S 56,084 61,626
Finished goods SURK 54,490 50,975
166,156 180,181
29. TRADE AND OTHER RECEIVABLES 29. BWE SRR R HEMERFIE
(a) (a)
2012 2011
= —T—%
HK$’000 HK$'000
FET FAT
Trade and bills receivables FE UK B 5 8RR K PR UM R 4
— from third parties —RBWRE=F 227,295 250,144
— from an associate — B — R AR 1,859 2,130
Less: Impairment losses recognised B SERE =T
in respect of trade and bills FEUE 5 8RR
receivables from third parties U E IR FEA R
REEE (951) (778)
228,203 251,496
Prepayments, deposits and other TEHRIE Rk
receivables H At R HRRIE 37,127 35,464
265,330 286,960
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RR M

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

29. TRADE AND OTHER RECEIVABLES (Continued)

(a) (Continued)

(a)

The Group did not hold any collateral over the

balances.

The Group normally grants to its customers credit
periods ranging from 30 days to 135 days which are
subject to periodic review by the management.

An aged analysis of trade and bills receivables, net of
impairment losses recognised, presented based on the
invoice date at the reporting date is as follows:

(#&)

29. BWE Z R EMEKRRIE %)

REEAW AR A F BRI A EAEF® o

AEE—RETEREFLNF3I0EBE135
BREES MEEES EHRTEH

=EH -

R|E A MK RRBREBERERD
FEWE 5 iR R R R IR IR 3% = A B

FRir DT 25T :

2012 2011

—E2-=F —T——4F

HK$'000 HK$'000

FET FHT

Within 1 month or on demand — (A B RTIRERKEE 111,880 137,959
More than 1 month but less than — @A EBIR

3 months =@A 80,702 81,063
More than 3 months but less than ZEAUEBLR

12 months +=1@A 35,529 31,767

More than 12 months + @A E 92 707

228,203 251,496

(b) The movement on impairment losses of trade and bills

(b) EUEZERREERENRERBREE

receivables is as follows: AT
2012 2011
—E-—F —T——%F
HK$'000 HK$’000
FERT FHET
At 1 August RAA—H 778 373
Exchange realignment bE 56, B 2 25
Impairment losses recognised BRI EREE 171 508
Impairment losses reversed B EREEE — (119)
Amounts written off as uncollectible A A~ /] Y (2] #4570 & 58 — 9)
At 31 July RtEA=+—H 951 778
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29. TRADE AND OTHER RECEIVABLES (Continued)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

(b) (Continued) (b)

(c)

Included in the impairment losses recognised are
individually impaired trade and bills receivables with
an aggregate balance of approximately HK$951,000
(2011: HK$778,000). The individually impaired
receivables mainly relate to customers that are in
financial difficulty or of poor credit history.

The movement on impairment losses of other (c)
receivables is as follows:

29. BB ZRMRK EAbBEURRIE (4)

(#&)

BEREBESEARBEEL 951,000
BIL( T ——4 : 778,0007 7T ) H {&
FERERKE SRR R EREIE - @
7l B I3 B e Ut 5% T8 = 2 B [ 35 B R PR 8
UEBLBETRNELAR -

Hib R FIRRRERBZ BT

HK$'000

FHETT

At 1 August 2010 RZZE—ZTFNH—H 144
Exchange realignment PE 5 FA =& 2
Impairment losses recognised EHERRERE —
Written off 88 (146)
At 31 July 2011 and 2012 R_BE——FR=_F——FtA=+—H —
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29.

188

TRADE AND OTHER RECEIVABLES (Continued)

29. BWE SRR EMEWERIEZ)

(d) At 31 July 2012 and 2011, the analysis of trade and d R—E——-—ER_T——F+t/=1+—
bills receivables that were past due but not impaired H BafElERENEKE SRR
are as follows: REWEERH ST T

Past due but not impaired
A EYERE
Neither Over Over
past 90 days but 1 year but
due nor Less than less than less than
Total impaired 90 days 1 year 2 years
I A 90AE BE—F
FoEy TERE 290 H BLIR—F BLRME
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHIT THIT FHIT TAT TAT
31 July 2012 —T——F
+A=+—8H 228,203 174,202 48,203 5,772 26
31 July 2011 —T——1F
+A=+—H 251,496 208,745 39,000 3,055 696

Trade and bills receivables that were neither past due
nor impaired relate to a wide range of customers for
whom there was no recent history of default.

Trade and bills receivables that were past due but not
impaired relate to a number of independent customers
that have a good track payment record with the
Group. Based on past experience, management
believes that no impairment allowance is necessary in
respect of these balances as there has not been a
significant change in credit quality and the balances
are still considered fully recoverable.

Annual Report 2012 =& — — F 3R
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

29. TRADE AND OTHER RECEIVABLES (Continued)

(e) Included in trade and other receivables are the
following amounts denominated in a currency other

29.

FEW & 5 BRI EL B IR IR ()

(e) EWEIERFREMEURKARE T
AR ERH I EE AN EEIIE

than the functional currency of the entity to which HSHE -
they relate:
2012 2011
—E——fF —E——fF
‘000 ‘000
¥ T
usD ESH 23,304 24,423
NTD e 4,234 24,095
EUR & T = 206
30. ENTRUSTED LOAN RECEIVABLE 30. ERZEFAEXK

The Group entered into an entrusted fund management
agreement on 8 September 2011 with a bank. Pursuant to
which, Huzhou Ta Yang, a wholly-own subsidiary of the
Company, acted as the entrusting party to provide funding
to specified borrower. The entrusted loan is current and due
within one year, carries fixed interest rate of 7% per annum.

As at 31 July 2012, no entrusted loan receivable has been
past due or impaired. In the opinion of the directors of the
Company, the entrusted loan borrower has good credit
quality and accordingly, no impairment is made.

The entrusted loan receivable is guaranteed by the related
company of the borrower and the bank.

TA YANG GROUP HOLDINGS LIMITED A% & E iz g B R A

AEBR-_T——FNANBE-BRITATL
BT ERWZ - Bt - ARARZEHEBAR
BN AN FERRRETAEEBRAREE
T ZEEFRBRBMEE RN —FARE - B
MIREIEFHETEFE °

RIZB-——F+A=+—0 #HEEKETE
HREBHLRBE ARREERAR  ZEEK
ERANEEERRY - Rt BAEHRE -

e ZEE A ERANRER B RIRITRH
PElR -
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31.

32.

190

——FtHA=t—HILFE

AMOUNTS DUE FROM JOINTLY CONTROLLED  31.

ENTITIES

The amounts due from jointly controlled entities are
unsecured, non-interest bearing and repayable on demand.

Included in amounts due from jointly controlled entities are
the following amounts denominated in a currency other
than the functional currency of the entity to which they
relate:

PR H B HIE R A FE

JEUR LR B M RIE A ERT - %8 kg
ZREE -

HARZEGIERKIBBETIIAEBERED
ﬂﬁ%%ﬁ%u?l\ﬁ’]é’% IHER 38 -

2012 2011
—EB-=F —F—F
‘000 ‘000
Fr Tt
MYR Bk 2,105 469

HELD-FOR-TRADING INVESTMENTS 32. HIFEERE
2012 2011
= —F——F
HK$'000 HK$'000
FTER FET

Equity securities at quoted market price  J&ARFE A (GRMHRE)

— listed in Hong Kong — RBEBLM 3,233 75
— listed outside Hong Kong — REBEINET 2,618 911
5,851 986

Included in held-for-trading investments are the following
amounts denominated in a currency other than the
functional currency of the entity to which they relate:

FEEBERE BT TIAREERNIIGEER
LN EEEDIE R 58

2012 2011

—2--F —B——f

‘000 ‘000

F5 ¥

NTD e 9,699 3,328
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2012 &&= =F——

33. DERIVATIVE FINANCIAL INSTRUMENTS

e B HRRME

FELA=+T—HILFE

33. fTE2mMIA

Derivatives not under hedge accounting: FEER ST RIENITAETAR ¢
2012 2011
—E-=fF —T——%
Note HK$'000 HK$'000
HiaE FEx FAT
Derivative financial assets TESRMEE
Investment in warrants RRIRIEZ IR E — 418
Currency structured forward contracts — &E#4ER RIS 4 (a) 2,229 3,754
2,229 4,172
Note: Hiat -
(@)  For the year ended 31 July 2012 (@) #HE-_FT——F+A=1+—HIFE

During the year ended 31 July 2012, the Group entered into
two non-deliverable net settled RMB/USD structured forward
contracts with a bank. The total notional amount of the
RMB/USD structured forward contracts is USD2,000,000 with
24 monthly settlement amounts. On each settlement day, if
the exchange rate of USD to RMB is at or depreciates below
the contracted rate, fixed amounts of USD3,000 would be
receivable from the bank. If the exchange rate of USD to
RMB appreciates above the contracted rate at the settlement
date, amounts would be payable by the Group. The amounts
payable by the Group would be a function of the settlement
amount and the difference between the contracted rate and
the exchange rate of USD to RMB at the settlement date.

TA YANG GROUP HOLDINGS LIMITED Kj+&BHZRER A

REE-_T——F+A=+—RHILtEE K&
EHE—FRITIIIMAOERMFREEAR
M/%ﬁﬁ%ﬁ%%é%oAEM/%ﬁﬁ%
&t@Amm%iﬂﬁﬁummm%ﬁ
0EAHEE - REHEE h%nEAE%
EtﬁﬁiTﬁifwAmET Al 7] m$R1T
I EY 3,000 =TT E E £ %8 © h#*"a ES
TAAREER FAZERE » Al
EESZHETEHE - $§@%ﬁm$$%ﬁ¥
HESENANERELEE AT ARKE
KREENEEME °

191



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

FOR THE YEAR ENDED 31 JULY 2012 #Z=F——F+ A=+—HILFE

33. DERIVATIVE FINANCIAL INSTRUMENTS
(Continued)

192

Note: (Continued)

(a)

(Continued)
For the year ended 31 July 2011

During the year ended 31 July 2011, the Group entered into
three non-deliverable net settled RMB/USD structured
forward contracts with a bank. The total notional amount of
the RMB/USD structured forward contracts is USD5,000,000
with 24 monthly settlement amounts. On each settlement
day, if the exchange rate of USD to RMB is at or depreciates
below the contracted rate, fixed amounts ranging from
USD4,500 to USD6,000 would be receivable from the bank.
If the exchange rate of USD to RMB appreciates above the
contracted rate at the settlement date, amounts would be
payable by the Group. The amounts payable by the Group
would be a function of the settlement amount and the
difference between the contracted rate and the exchange
rate of USD to RMB at the settlement date.

In addition, the Group entered into two gross settled HK$/
USD structured forward contracts which give the Group the
options to receive fixed USD or variable HK$ amounts per
month if the market exchange rate is at or appreciates above
the reference rate on the fixing date. However, the Group is
obliged to buy USD/sell HK$ at a fixed exchange rate if the
market exchange rate falls below the level specified under
the respective contracts for amounts of HK$7,744,000 or
HK$7,745,000 per month for the relevant contract.

At 31 July 2012 and 2011, the fair values of currency

structured forward contracts were determined based on the
estimated discount cash flow valuation provided by BMI.
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33. fTE2mMI A (%)

Hfe : ()

(a)

(&)
BE—F——FtHA=1—HIFE

REBE-_T——F+tA=1+—HILFE  &&
BRI = DERNTFELEEAR
B ORTREBERPAD - AR LR
MR HiG 49/ % % 4858 /5 5,000,000 3£ 7T * 5
0EREE - REHEER  WETHARE
ERERSE THREERALIER - AR mR1T
UER AT F- 4,500 7T E 6,000 ST E T E £ 58 °
WREER ETHARKER FAZERE
HER  AIAEEASNETLE - A5EE
NHEEEETEESERANERRLEH
ETHAREEERRERNEZRME °

BEoh - AREBET M RDBEEE AT EoukE
BEREESH - Bt WEEBNTSEXE
REEAZTERLSEER  AEEREET A
PASE oM B E FE 2 BE sk A S T BV F B £ 58 o
M - W BEERREERSMHE LETRTHR
KFE - BIASEEBEEERBEEHNETANEE
EBEBAEL/ EEBTL SROSES
7,744,000 708k 7,745,000 % 7T ©

R_E——FER-_T——F+A=+—H &
BRI NN AT ERIER FI I
RENGAITRESREMEET -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

DERIVATIVE FINANCIAL INSTRUMENTS
(Continued)

Included in derivative financial assets are the following
amounts denominated in a currency other than the
functional currency of the entity to which they relate:

33.

PTEEMIA#E)

TESREERRE TIIAHRERNERS
SN B TIER S H

2012 2011

—E——fF —E——fF

‘000 ‘000

¥ T

usD EViH 288 485

SHORT-TERM BANK DEPOSITS/BANK
BALANCES AND CASH

Short-term bank deposits

At 31 July 2012, the short-term bank deposits with original
maturity more than three months carried interest at fixed
rates ranged from 1.49% to 6.00% (2011: nil) per annum.

At 31 July 2012, the Group's short-term bank deposit
denominated in RMB amounted to approximately
RMB67,000,000 (2011: nil). Conversion of RMB into foreign
currencies is subject to the PRC’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations.

Bank balances and cash

At 31 July 2012, bank balances and cash comprise of cash
held by the Group of approximately HK$77,517,000 (2011:
HK$134,943,000) at prevailing market rate. The maturities
of bank balances were within three months.

Bank balances and bank deposits with maturity within three
months carried interest at average market rates of 0.85%
(2011: 0.89%) per annum.

At 31 July 2012, the Group’s bank balances and cash
denominated in RMB amounted to approximately
RMB20,033,000 (2011: RMB164,552,000). Conversion of
RMB into foreign currencies is subject to the PRC’s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations.
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34.

BHBRTER RTEBRRAE

FHRITER

MN_ZE——FtA=+—08 RIHBA=E
AU EMRERITERZIEN T 1.49EE 6.00 E
(Z2—F B )WETFFRE -

RZZE——F+tA=+—8 ' xEEUAARK
FTE/RE HRITERN A AR 67,000,000 7T
(Z2—F  \&) - BARBHLBABINEER
P B ONE B IS R A5 TR - SRR MIEE IR
SEFTRR °

RITEBRREE

R=_E—=—FtA=+—H BIEHEEERS
BRAEERFEREA NS EGTEMNEREESL
77,517,000 70 (== ——4F : 134,943,000
T0) © ZERITHEBN = AR -

R =18 AR 2SR IR1T & 8RR IRTT 7 3042 0.85
E(ZF——%F : 0.89F) M FgmHF IRt

B o
N

RZE——F+tA=1+—8 XEEUARK
SHME/IRTTE R RIR S 4 A AR 20,033,000
(= ——4F : AR®164,552,0007T) ° #%
AR SR AINE BT R EHNEE BAKH R4
& - EERMNESEETEAE -
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34.

35.

194

SHORT-TERM BANK DEPOSITS/BANK
BALANCES AND CASH (Continued)

Bank balances and cash (Continued)

Included in bank balances and cash are the following
amounts denominated in a currency other than the
functional currency of the entity to which they relate:

34.

EHRTER BITEBRES®)

RITERRRE (&)

RITEBR LA/ TIIAEREERNES
BAINEREEHER SR ¢

2012 2011

—E-—-F —ET——%F

‘000 ‘000

Frx T

usD E7T 3,657 2,599

EUR BT 4 158

JPY H 921 774

NTD ek 22,288 8,802
ASSETS CLASSIFIED AS HELD FOR SALE 35. PEARBELEEE

On 31 July 2011, Great Ocean entered Purchase Agreements RZTE——F+tHA=+—8B RKFHEEFIL

with the Purchasers pursuant to which Great Ocean agreed BEHE B RFABELEMESRERE

to sell and the Purchasers agreed to acquire total of
1,100,000 shares in Ta Yang Agricode at aggregate cash
consideration of MYR1,100,000 or equivalent to
approximately HK$2,890,000. The relevant interest in jointly
controlled entities are classified as assets classified as held
for sale as at 31 July 2011.

Since the share transfer had not yet been completed due to
the unexpected delay, Great Ocean and the Purchasers
unconditionally agreed to terminate the Purchase
Agreement on 6 July 2012. Accordingly, the Group’s related
assets ceased to be classified as held for sale and were
reclassified to interests in jointly controlled entities on the
same date. The carrying amount of the assets at that date
was approximately HK$2,772,000, which represents the
carrying amount of the assets before they were classified as
held for sale.
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B RFEIEA 11,100,000 Rk - IRENRER
% /51,100,000 5§ & (31 48 & 7 492,890,000 4
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36. UNSECURED BANK BORROWING

37.

36. EEMBRTHER

2012 2011
—EB-——F = E
HK$'000 HK$'000
FExT FHET
Carrying amount repayable within AR—FAEERNREE
one year 31,734 —

During the year ended 31 July 2012, the Group obtained a
new bank loan amounting to approximately USD4,100,000
(31 July 2011: nil). The loan carries variable interest rate at
3% per annum over Hong Kong Inter-bank Offered Rate/
London Inter-bank Offered Rate or the Lender’s Cost of
Funds, whichever is higher and is repayable on demand. The
effective interest rate on the borrowing is 2.8% per annum
(31 July 2011: nil).

As at 31 July 2012, the unsecured bank borrowing was
guaranteed by the Company.

The proceeds were used as working capital.

TRADE AND OTHER PAYABLES

REE-—ZT——E+A=+—RHILEE &X&
BB 44,100,000 THFRITER(ZF
— FtA=+—H8:8) FEERERDRE
IRITRAERE MBERTRERSMIERNZF
FFFEHIREABSRA (UARSEBAE) G
B WERERKEE - AN ERFNEA2.8
B(ZZ—&+tA=+—8:#&)-

RIB-——F+A=+—0  BERRTERX
B RELR

FSRATRIERBES -

37. ENEZRRAREMENTE

2012 2011

—F-=F —t

HK$'000 HK$'000

FET FAxT

Trade and bills payables [EN B SRR S BN g 51,930 48,164
Other payables At T RIE 55,036 52,343
106,966 100,507
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37. TRADE AND OTHER PAYABLES (Continued)

An aged analysis of trade and bills payables based on the
invoice date at the end of the reporting period is as follows:

——FtHA=t—HILFE

BHRRES 25T

37. BNERRAKHEEMSRE @)
RBEIR - BN EBRARENRRRER

2012 2011

—ZT——F —T——%F

HK$'000 HK$’'000

FH&xT T

Within 1 month or on demand — (AR AIRERKEE 21,162 16,773

More than 1 month but less than — @A EEBIR=(EA

3 months 26,623 27,836
More than 3 months but less than =@MALEBLR+=EA

12 months 2,779 1,745

More than 12 months +=@ANE 1,366 1,810

51,930 48,164

The average credit period on purchases of goods is ranging
from 30 to 90 days. The Group has financial risk
management policies in place to ensure that all payables are

settled within the credit timeframe.

Included in other payables are amounts in total of
approximately nil (2011: HK$2,000,000) representing

accrued directors’ emoluments.

BEHAREEHAXN -

BEERNFHEEHNR30BE0H - KE
REMBEARERRE - ARERPTA B

HEMRERERABENAS(ZS——F .
2,000,000/ 7T) ESTE SIS -

Included in trade and other payables are the following e 5 AR 5k e E A FE S SR IB B4R T 5 LAAE

amounts denominated in a currency other than the

functional currency of the entity to which they relate:

LM R UIMERIIENSE

2012 2011

—E——fF —=——%F

‘000 ‘000

Fx FiT

usD FEIT 1,868 3,037
JPY S| 310 —
NTD e 612 150

196 Annual Report 2012 —E— —FF



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

38. SHARE CAPITAL 38. BRA
(a) Authorised and issued share capital (a) EERBBITHRAX
2012 2011
—B-CF -FF
Number Number
of shares of shares
ROEE BnE-EE]
Note '000 HK$'000 ‘000 HK$'000
i3 Ti TEx T T
Ordinary shares of BREG0IAT
HK$0.1 each VLB
Authorised: ETE -
At 1 August 2010, “Z-ZENA-RA-
31 July 2011, “T—&+A=1+-H"
1 August 2011 —2—%\A-H
and 31 July 2012 RZT—ZF
+A=+—H 20,000,000 2,000,000 20,000,000 2,000,000
Issued and fully paid: BETRER -
At 1 August VAV d=] 778,541 77,854 778,006 77,801
Exercise of share i e
options 0] — — 2,721 272
Share repurchased BEE RFHRD
and cancelled — - (2,186) (219)
At 31 July wtA=+—H 778,541 77,854 778,541 77,854
Note: BifeE -

(i) During the year ended 31 July 2011, 2,721,000 new
shares of HK$0.10 each in the Company were issued
at a price of HK$0.96 per share upon exercise of share
options granted on 24 December 2009. The new
shares issued rank pari passu with the existing shares
in issue in all respects. No issue of new share upon
exercise of share option during the year ended 31 July
2012.

(0]

RBE_T——FtA=1+—RHLEFE  ®¥=
TENF+ A+ ARHEAEREETE
R G A% 0.96 BT I E 18 %51T72,721,000 R &
FETEI{EO. 108 LA A RFT R - B BITHR
EEHEERERHZEEREF - REEZ
T——FLtA=t+—HILFEHRERNBREE
1TEMEITHAR -
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38. SHARE CAPITAL (Continued)

(b) Repurchase of own shares

198

No repurchase of own shares by the Company during
the year ended 31 July 2012.

During the year ended 31 July 2011, the Company

38. A& (&)

(b)

o5 KA

REBE-ZT——F+tA=+—HLFE "
ARARBEBER AT I D o

RBE_Z—FtA=+—RHIFE

repurchased its own ordinary shares on the Stock AR RREE R FEE B A & LAk - 518
Exchange as follows: U
Number Highest Lowest
of shares price paid price paid Aggregate
Period Notes repurchased per share per share price paid
B ENER 2NER 21
il Mzt R4 EE BEER BIXER BrkaE
‘000 HK$ HK$ HK$'000
Fhx BT BT FET
12-31 July 2011 —T——%+A+ZH
E=1+—H (i) 1,082 1.16 1.10 1,219
3-17 August 2011 “T—%A\R=H
Z++H (ii) 1,104 1.29 1.19 1,364
2,186 2,583
Notes: Hiat -

Annual

The repurchased shares were pending for cancellation
at 31 July 2010 and the amount paid for the
repurchase of the shares of approximately
HK$1,219,000 was charged to the share repurchase
reserve. The repurchased shares were cancelled on 11
August 2010. Pursuant to section 37(4) of the
Companies Law (2007 Revision) of the Cayman
Islands, an amount equivalent to the par value of the
shares cancelled of approximately HK$108,000 was
transferred from retained profits to the capital
redemption reserve. The par value of the shares
cancelled of approximately HK$108,000 and the
premium paid on the repurchased shares of
approximately HK$1,111,000 was transferred from the
share repurchase reserve to issued share capital and
share premium respectively.

The repurchased shares were cancelled and accordingly
the issued share capital of the Company was reduced
by the nominal value of these shares. Pursuant to
section 37(4) of the Companies Law (2007 Revision) of
the Cayman Islands, an amount equivalent to the par
value of the shares cancelled of approximately
HK$111,000 was transferred from retained profits to
the capital redemption reserve. The premium paid on
the repurchase of the shares of approximately
HK$ 1,253,000 was charged to share premium.

Report 2012 =& — —FF3f

(i) R-E—TEFELA=1+—H BOKH
EFeEsY - MARBE RN EE
1,219,000 7 7t B 1 B 19 i 21 6 18 = 41
% BEOBROR-_Z—ZFENA+—
Bt - REMEHESQARIE(ZZZ
T FERLERT) E37G)V 5 EF—EBE
REFHEBRMDEENS L 108,000
TTERE B SR E AR O A o AT
85 A% 1D EE 49 108,000 78 7T K LS
151 3% 19 Bt A RSB /B 49 1,111,000 7% 7T
EEROELFED FIEREERITR
REBHERR o

@iy EEERMEFETE MARRBET
BEAS IR 1% 7% Z B0 EE (B © 1R
EHEHEARE (T LELER])
FE374) 15 B —FHENEFHER
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39. DEFERRED INCOME 39. EIEWA
2012 2011
—B-—F —F—F
HK$’'000 HK$'000
FET FHET
At 1 August RAA—H 1,040 1,014
Exchange realignment [ 5 R 12 50
Credited to consolidated income SFALGZE R EmE

statement (24) (24)
At 31 July RtRA=+—8 1,028 1,040
In prior year, the Group received a government grant of RIBAEFEE  NEEFEABNESHREYKD)
approximately HK$1,049,000 from 75T 4 4% 75 7 25 [ & ATAMNCERERERE SR THBNMH
HZ 8@ for the acquisition of prepaid lease payments. The Bh & %71,049,000/8 7T - Z & B HNEMNEE
amount will be recognised as other operating income over RIERREMBERNER BEMKEIT A o F
the unexpired lease term of prepaid lease payments. During A EIEUR A 24,0008 (=8 — —4F -

the year, deferred income of approximately HK$24,000 24,0008 70) ERGRE Em R NTER o

(2011: HK$24,000) has been recognised in the consolidated
income statement.
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40. DEFERRED TAX LIABILITIES

The following are the major deferred tax (assets) liabilities

200

40.

EEHBEE

AEEMBEFECHERNTIZRIENRIA(E

recognised and movements thereof during the current and E)BBERAZEHNOT
prior years:
Deferred
Unrealised Change in income
(profits) Accelerated fair value of arising from
loss on tax  Estimated investment government
inventories depreciation  tax losses property grant Total
FEN REMEN BAHBE
RER EBIE CHERE AFE EEMN
O&#) E8 e | 25 BERA @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT TR FET THT FET FHT
At 1 August 2010 RZE—ZF
NA—H 2,867 121 (121) — (253) 2,614
Exchange realignment  [E i 5528 — — — 12 (12) —
(Credited) charge to A lER
consolidated (GEA) 30k
income statement (759) (16) 16 448 6 (305)
At 31 July 2011 RIZE——F
+A=+—-H 2,108 105 (105) 460 (259) 2,309
Exchange realignment [ i 7528 = — — 21 (3) 18
(Credited) charge to RirE W@k
consolidated (FEA) 30k
income statement (684) 3 (3) 1,089 6 411
At 31 July 2012 RZE—ZF
+A=+—"H 1,424 108 (108) 1,570 (256) 2,738

Under the EIT Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by the
PRC subsidiaries from 1 January 2008 onwards. Deferred
taxation has not been provided for in the consolidated
financial statements in respect of temporary differences
attributable to the profits of the PRC subsidiaries amounting
to approximately HK$11,276,000 (2011: HK$10,958,000)
as the Group is able to control the timing of the reversal of
the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable

future.
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40. DEFERRED TAX LIABILITIES (Continued)

41.

At the end of reporting period, the Group has unused tax
losses of approximately HK$80,258,000 (2011:
HK$17,182,000) available for offset against future profits. A
deferred tax asset has been recognised in respect of
approximately HK$655,000 (2011: HK$636,000) of such
loss. No deferred tax asset has been recognised in respect of
the remaining losses of approximately HK$79,603,000
(2011: HK$16,546,000) due to the unpredictability of future
profit streams. At 31 July 2012, approximately HK$486,000
(2011: HK$486,000), HK$6,548,000 (2011: 6,548,000) and
HK$57,801,000 (2011: nil) included in the above unused tax
losses will expire after the year of assessment of 2014, 2015
and 2016 respectively. Other estimated tax losses may be
carried forward indefinitely.

SHARE OPTION SCHEMES

Pursuant to the shareholders’ written resolution passed on
16 May 2007, the Company adopted a Pre-IPO share option
scheme (the “Pre-IPO Option Scheme”) and a Post-IPO share
option schemes (the “Post-IPO Option Scheme”) whereby
the directors and eligible employees of the Group were
given the rights to subscribe for shares in the Company
subject to the terms and conditions stipulated in two
schemes.

At 31 July 2012, the total number of shares in respect of
which options had been granted and remained outstanding
under the schemes was 18,910,000 (2011: 19,370,000),
representing 2.43% (2011: 2.49%) of the shares in the
Company in issue at that date. The total number of shares
in respect of which options may be granted under the two
schemes is not permitted to exceed 10% of the shares of
the Company in issue at any point in time, without prior
approval from the Company’s shareholders. The number of
shares issued and to be issued in respect of which options
granted and may be granted to any individual in any one
year is not permitted to exceed 1% of the shares of the
Company in issue at any point in time, without prior
approval from the Company’s shareholders. Options granted
to substantial shareholders or independent non-executive
directors in excess of 0.1% of the Company’s share capital
or with a value in excess of HK$5 million must be approved
in advance by the Company’s shareholders.

TA YANG GROUP HOLDINGS LIMITED A% & E iz g B R A

40.

41.

EEBIHAE 2)

RIFER AEBAERARBBHBAFBELY
80,258,000 7L (==& ——4 : 17,182,000/
JL)c AT AR RER c EREREBEY
655,000/8 7L (=& ——4F : 636,000/5 T ) i
RIELEHBEE - BRRRETB A IEF R
E BMEMBTEEL 79,603,000 T (—=
——4 1 16,546,000/8 7T ) iERIELEFIBEE ©
R=_F——F+A=+—8  ElERSEH
I8 /&5 18 H T 49486,00008 T( — T — — 4 ¢
486,000/ 7T) ~ 6,548,000/ L (=ZF——4F :
6,548,000 7T ) % 57,801,000/8 L (= ZF ——
FE:E)DRHBR_Z—NE  —T—FHEFK
T ANFHHEEREE - MR IEE
18R] R HA 4t o

BRETE

RER-_ZEZLFAATRNBRBNKRER
R NABRMNER AR SR RE
B (TBERARBEMBREE D RERAR
BERBIES S ([BRARBEERBARET
2Bl AEENEEURAERESE
RIERBARRMED - HAXZME 85T
B O 6K S R IF AR R ©

MN-E——F+A=+—H %:FETE&
HEHMATEBREMSERBRGBE A
18,910,000 f% (==& ——%F : 19,370,000 f%)
HERARARZBEBITRM243% (=
——%F :2.49%) - ERIMEARRIKEELH#
AR ZFRERT 2T Al 3% BB A AT S R I
BENNS BB AR BT AE TR D
10% ° EREVE AR RIAR R B LHERT + RE
fA] 6 JE )RR A £3% H I AT 8535 S A BB AR A A
HREBEITRETEITROBETSBAEELAR
AIEREFEAE ZEITRM1% - MEBRESX
BYIEATEE R H B WB AR QR
Z80.1% =X (B{ER1E5,000,000;8 7T © MARE
AABIRR R E LR -
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41.

202

SHARE OPTION SCHEMES (Continued)

The exercise price is determined by the directors of the
Company, and will not be less than the highest of (i) the
closing price of the Company’s shares on the date of grant;
(ii) the average closing price of the shares for the five
business days immediately preceding the date of grant; and
(iii) the nominal value of the Company’s share.

41.

Details of specific categories of options are as follows:

BRESTE (®)
TEERARRESETE BTEEN (UK
BAE L) () AR RRMRRH B HR U (E
(i AR B % B 89AT FL @ & % B iUk
TE &) AR FRRDHEE -

R RBBAERITIT

Date of grant Vesting period Exercise period Exercise price
Rt A BRS Cag:d @
Pre-IPO Option Scheme 16 May 2007 One to five years 8 June 2008 to HK$2.20/8 7T
commencing from 15 May 2017
8 June 2007
BARREERBRETE “ZEZHERATAE ZETEERSANE ZEENEARANRZE
BET1F25F “Z—+FRATAA
Post-IPO Option 24 December 2009 0.5 year 24 June 2010 to HK$0.96 57T
Scheme 1 — Lot 1 23 December 2019
BADRESRERETE— “ETNEF 055 ZZ-TF A=TWH
— &t +-A=tmA E2TNF
+=A=+=H
Post-IPO Option 24 December 2009 1 year 24 December 2010 to HK$0.96 /87T
Scheme 1 — Lot 2 23 December 2019
EPONGEE ¢ e “ZTNE 15 “E-ZE+-A=+mA
—F 4 +-A=t+mA EZTNF
+-A=+=A
Post-IPO Option 11 January 2011 0.5 year 11 July 2011 to HK$1.05 7T
Scheme 2 — Lot 1 10 January 2021
BADRESRERETEZ “T—%—A1t—H 05%F “Z——FtAT-H
—E— Z-T-—-F—A+H
Post-IPO Option 11 January 2011 1 year 11 January 2012 to HK$1.05/87T
Scheme 2 — Lot 2 10 January 2021
BRNABERBRIESEIZ —E—%-A+-HB 1f —E-—f-A+-H
—$-#t E_Z_—4%—A+H
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SHARE OPTION SCHEMES (Continued) 41. BRESE ()

The following table discloses movements of the Company’s TREZRHEZREERFANARRERER
share options held by directors and employees during the FAMEE)

year:

For the year ended 31 July 2012

BE-_Z-——_StA=+—-HLEE

Outstanding at Forfeited Outstanding at
1 August 2011 during year 31 July 2012
R=ZB——%F R=Z—=F
NA—H tA=+—H
i RATE FRRIW e RATE
Pre-IPO Option Scheme BRARAZEEHE
e 5t & 6,240,000 (140,000) 6,100,000
Post-IPO Option BHXAFREEEIBRE
Scheme 1 — Lot 1 FHEl——%—#t 2,452,000 (103,000) 2,349,000
Post-IPO Option EPWNGE S
Scheme 1 — Lot 2 HE——F = 4,912,000 (103,000) 4,809,000
Post-IPO Option BRAREERERRE
Scheme 2 — Lot 1 FrElZ —F—#t 2,883,000 (57,000) 2,826,000
Post-IPO Option BRARAEERERE
Scheme 2 — Lot 2 el = — % 2,883,000 (57,000) 2,826,000
19,370,000 (460,000) 18,910,000
Exercisable at the end of the year — AJRFRTTE 18,910,000
Weighted average exercise price INREFIITEE HK$1.397% 7T HK$1.367%7T HK$1.397% 7T
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41.

204

SHARE OPTION SCHEMES (Continued)
For the year ended 31 July 2011

Outstanding

41. BBRRESTE(#)

BE-ZT——FtA=1t—HILEE

Outstanding

at 1 August Granted Exercised Forfeited at 31 July
2010  duringyear  duringyear  during year 2011
R-Z-%5§ R=B——§
NA-A tA=+-H
i RITE FRR FRTE FRRK i RITE
Pre-IPO Option Scheme ~ ERARZEEH
AR E 2 6,660,000 = — (420,0000 6,240,000
Post-IPO Option BRAHEERERE
Scheme 1 — Lot 1 HE-— 54 5,292,000 = (2,626,000) (214,000) 2,452,000
Post-IPO Option BERAREERERE
Scheme 1 — Lot 2 HE——FH 5,292,000 = (95,000) (285,000) 4,912,000
Post-IPO Option BRRAEERBRE
Scheme 2 — Lot 1 FHEIZ —F—#t = 2,997,000 — (114,000) 2,883,000
Post-IPO Option BHRRARERBRE
Scheme 2 — Lot 2 HE - —E o — 2,997,000 — (114,000) 2,883,000
17,244,000 5,994,000 (2,721,000) (1,147,000) 19,370,000
Exercisable at the end AIRERTTE
of the year 15,239,000
Weighted average IETHITEE
exercise price HK$1.4487C  HK$1.0587L HK$0.96/87L HK$1.4387L  HK$1.39/8 7T

In respect of the share options exercised during the year
ended 31 July 2011, the weighted average share price at the
dates of exercise is HK$1.22. No share options exercised
during the year ended 31 July 2012.

On 11 January 2011, the Company has granted share
options under Post-IPO Option Scheme to subscribe for an
aggregate of 5,994,000 ordinary shares of par value of
HK$0.10 each in the Company to the directors and eligible
employees of the Group. The closing price of the Company’s
shares immediately before 11 January 2011, the date of
grant, was HK$1.05.

The Group recognised the total expenses of approximately
HK$802,000 for the year ended 31 July 2012 (2011:
HK$3,264,000) in relation to the fair value of the share
options granted by the Company and vested during the
year.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

42. RELATED PARTY TRANSACTIONS 42. BEFRS
(a) Other than disclosed elsewhere in the consolidated (a) BRGEAMBBRRBITEEEIIN  RNE
financial statements, the Group entered into the W ANEBEEAESTIATRS
following transactions with related parties during the
year:
Name of company Nature of transaction 2012 2011
NCIEE REME —E-CfF —=——fF
HK$’'000 HK$'000
FET T
SiTY (Note i) Sales of rubber keypads 4,948 5,828
SITY (Kta£i) HEWRBIRGE
Huzhou Ri Jun (Note ii) Sales of rubber keypads 370 —
BN B & (B7aTii) HEWRBIRE
Rental income 1,146 592
HeWA
Sub-contracting income 864 —
2 BIWA
Ta Yang Agricode (Note ii) Interest income 347 55
KRS (K azii) AMEYA
Formosan (Note iii) Receipt of bonus shares of 920 —
s (K et i) 181,063 shares (included in
available-for-sale financial assets)
WrEY 181,063 BRAT A% (E23E
AEHESREE)
Notes: Bifst -
(i)  SITY is an associate company of the Group. i)  SITYRAREBAEE AT o
(i) Huzhou Ri Jun and Ta Yang Agricode are jointly @iy HMBEBRRRNFEHBRAEENLRZHE
controlled entities of the Group. B2
(i) ~ Formosan is a company listed on Taiwan Stock (i) MER—FKNBEEFZZMLETOAF - M
Exchange and Mr. Huang Sheng-Shun is the common ERERAERAARI RN HERES -

director of the Company and Formosan.
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42.

43.

206

RELATED PARTY TRANSACTIONS (Continued) 42. BEFRS (&)

(b) Compensation of key management (b) EEEEEAS R
personnel
The remuneration of directors of the Company and FEN - ARRESREMETEER
other members of key management during the year [ERk BN T -

was as follows:

2012 2011
—E——fF —E——fF
HK$'000 HK$'000
FET FAET
Short-term benefits SRR 7,105 8,175
Post-employment benefits BB R 103 113
Share-based payments VARR A7 75 EE i B0 15 3K 220 1,015
7,428 9,303
The remuneration of directors of the Company and ARAEFEREZITBRABNEMIH
key executives is determined by the remuneration FHEESLEREMEIALHRR LT
committee having regard to the performance of 5B METE
individuals and market trends.
CAPITAL COMMITMENTS 43. BXREE
2012 2011
—E——F —=——fF
HK$'000 HK$'000
FERT FAT
Capital expenditure contracted for THZBEHEFTAE R K
but not provided in the consolidated REREMEHRRBENEARRS
financial statements in respect of:
— Acquisition of property, plant — REBWE BB REE
and equipment 1,569 1,516
— Acquisition of land use right — UgBE T R 5,528 17,957
7,097 19,473
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2012 &£ —

44. COMMITMENTS UNDER OPERATING LEASES

The Group as lessor

Property rental income earned during the year was
approximately HK$1,146,000 (2011: HK$592,000). The
investment property is expected to generate rental yield of
3.7% (2011: 4.5%) on an ongoing basis. The investment
property held has committed tenants for the next year.

At the end of reporting period, the Group had contracted
with tenants for the following future minimum lease
payments:

44.

e B HRRME

——F+A=+—BILFE

RETHERIE

AEBEAEBAA

FEAREAERS WAL A1,146,000 7 7T
— & ——4F :592,000/87T) o WE Y FETFEH

B EIERREIT% (T ——F : 45%) E

£HE - IR EMERRFEERFAM -

RBEHR - AEEDH TIARRKERER
HEHPFTA) -

2012 2011

—E—_—F —ET——%F

HK$'000 HK$'000

FTERT FHET

Within one year —FR 668 660
The Group as lessee REBIERFABEA

The Group leases a number of properties under operating
leases for its factories, offices and staff quarters. The leases
were negotiated for terms ranging from one to five years,
with the options to renew the leases when all terms are
renegotiated. None of the leases includes contingent rentals.

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

AEERBELHEHEETHERERSE
WMAERBIES - ZSHENKHEHESRN
F-ERF TEAAEEEENR EEMARK
B EMEE - %SHEREBEXAES -

Rl - AR RS B AR SR
TSI AR B) 835 1 0 5K S (70 % 0 R
T -

2012 2011
—E-—F —=——fF
HK$'000 HK$'000
FHET FHET

Land and buildings: +iRiEF
Within one year — R 9,393 5,366
In the second to fifth year inclusive FE_EZZAF(HERMFEREEN) 21,904 6,613
31,297 11,979
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45,
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STATEMENT OF FINANCIAL POSITION OF THE  45. ZA T RIBF #EAR L 3R
COMPANY
2012 2011
= —FT—F
Notes HK$’000 HK$'000
k=3 FHExT FET
Non-current asset EmENE E
Investments in subsidiaries RB R AR E 104,149 104,149
Current assets MENE E
Other receivables H i fE Y SR IE 392 152
Amounts due from subsidiaries L S PNGIE ] @) 920,024 881,404
Bank balances and cash RITEHR LIRS 644 135
921,060 881,691
Current liabilities mEaE
Other payables H b fE 5118 1,619 4,947
Amounts due to subsidiaries A RLRIEPNGIE/eE (a) 285,575 241,713
Amount due to a jointly FERTHRIEHI BB
controlled entity 1A @) 3,104 —
290,298 246,660
Net current assets mENEEFE 630,762 635,031
Total assets less current liabilities EEERREARE 734,911 739,180
Capital and reserves BN R
Share capital B& A 77,854 77,854
Reserves (it (b) 657,057 661,326
Total equity MEEAE 734,911 739,180

(a) Amounts due from/to subsidiaries/a
jointly controlled entity

The amounts are unsecured, non-interest bearing and
repayable on demand. The fair values of the amounts
at the end of the reporting period approximated to
the corresponding carrying amounts due to their
short-term maturities.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B HRRME

FOR THE YEAR ENDED 31 JULY 2012 BZ = ——Ft A=+—HIFE

STATEMENT OF FINANCIAL POSITION OF THE

45. RQATHMBERRE &)

COMPANY (Continued)
(b) Reserves (b) f#EfE
Share Share Capital
Share option  repurchase Retained redemption
premium reserve reserve profits reserve Total
BhRE RGER EXEE
RAEE i & REEA i “E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT TAT THBL
At 1 August 2010 RZE-ZTF/\A—H 632,962 12,455 (1,219) 3,242 2,201 649,641
Total comprehensive FAZERALE
income for the year — — — 53,931 — 53,931
Exercise of share options TT{EBE Rk AE 3,188 (846) — — — 2,342
Transfer to reserve for BRI ER BE
value of share options BESRE
forfeited — (741) — 741 — —
Equity-settled EmBERHRR
share-based EfR5
transactions — 3,264 — — — 3,264
Shares repurchased and BRERFHERND
cancelled (2,364) — 1,219 (219) 219 (1,145)
Dividend declared and FATERERERE
paid during the year — — — (46,707) — (46,707)
At 31 July 2011 RZE——F
+A=1+—-H 633,786 14,132 — 10,988 2,420 661,326
Total comprehensive FREAKAEE
income for the year — — — 41,641 — 41,641
Transfer to reserve for B R R EREE
value of share options ERERHE
forfeited — (830) — 830 — —
Equity-settled ERENRRA
share-based ERR 5
transactions — 802 — — — 802
Dividend declared and ERNERRERGRE
paid during the year — — — (46,712) — (46,712)
At 31 July 2012 R-E——F
+A=1+-H 633,786 14,104 — 6,747 2,420 657,057
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46. PRINCIPAL SUBSIDIARIES 46. FEHBAT
Details of the principal subsidiaries held by the Company at RIMEBR  RATHEENETEMNB A TS
the end of the reporting periods are as follows: LU
Place of
incorporation/  Class of Issued share capital/ Attributable equity
Name of subsidiaries establishment  shares held registered capital interest of the Group  Principal activities
HMERL/ F5E
WEARER BV FEsRGEH BRARA/EfER EfE R A TRER
2012 2011 2012 2011
S e S e
Ta Yang Silicone Rubber Industrial ~ Hong Kong Ordinary shares 1,000,000 shares 1,000,000 shares 100% 100% Trading of silicone rubber
Company Limited of HK$1 each of HK$1 each
AAYBBEIEERAR &B ERR 1,000,000 1,000,000/ REYE
SREE BREE
1ETHRG 1ETAREA
Chief Ocean Limited Hong Kong Ordinary shares 1 share of 1 share of 100% 100% Provision of management
HK$1 each HK$1 each services
BHBRAR &k EER 1REE 1R RACERR
1ETHRG 1ETARE
Ta Yang Group Limited BVI Ordinary shares 11,930,811 shares 11,930,811 shares *100% *100%  Investment holding
of USD1 each of USD1 each
REEEBRAR ZBRLBE AR 11,930,811 11,930,811 REAZRK
BREE HREE
1XTHRG (B0l
Top View Investment Holdings BVI Ordinary shares 1 share of 1 share of 100% 100%  Investment holding
Limited USD1 each USD1 each
BRRERRERAR AERIEE  BER 1REE 1A RERR
1ZTHRG 1=THRG
Ta Yang Group (Macao Macau Ordinary shares 1 share of Macau 1 share of Macau 100% 100% Trading of silicone rubber
Commercial Offshore) Pataca (“MOP") Pataca (“MOP")
Limited 100,000 each 100,000 each
ANEEECRMB R X RE) il Epil 1REE 1iREfE EEVE
BRAE 100,000 %3 70 100,00038F57T
(MAFx ) wRe  (DRPIT]) Bk
PT. Elegant Giant Indonesia Indonesia Contributed capital ~ USD8,000,000 — 100% — Manufacturing of
silicone rubber
PT. Elegant Giant Indonesia 0 HAER 8,000,000 %7 = HEYR
Dongguan Ta Yang Silicone Rubber  The PRC Contributed capital ~ HK$86,000,000 HK$86,000,000 100% 100% Manufacturing of
Industrial Company Limited silicone rubber
REAFEBHRERAR il BANER 86,000,000 86,000,007 REYE
Huzhou Ta Yang Electronic The PRC Contributed capital ~ USD38,000,000 USD38,000,000 100% 100% Manufacturing of
Technology Company Limited silicone rubber
BNAFEFHRERAR il NS 38,000,000%7  38,000,000%7 HEYE
Dongguan Tay Yang Rubber Plastic ~ The PRC Contributed capital ~ HK$5,000,000 HK$5,000,000 100% 100% Manufacturing of
Industrial Company Limited silicone rubber
RERAREHRERAR il NS 5,000,000 5,000,00077C HEYE
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46. PRINCIPAL SUBSIDIARIES (Continued)

47.

FINANCIAL STATEMENTS
e U R R M EE

FELA=+T—HILFE

46. TEMMEBAT (&)

Place of
incorporation/  Class of Issued share capital/ Attributable equity
Name of subsidiaries establishment  shares held registered capital interest of the Group  Principal activities
ML/ rEE
HELRER Byitd R85 BRARE/RMER bR AL FTEEH
2012 2011 2012 2011
=%-=F =i ~%--f %%
Dongguan Tai Yang Rubber Plastic ~ The PRC Contributed capital ~ HK$53,372,623 HK$53,372,623 100% 100% Manufacturing of
Industrial Company Limited silicone rubber
RENFBEHMER A i BAER 53372623 53372623%7 HEYR
Bei Liu Jin Gu Electronic Technology The PRC Contributed capital ~ HK$13,000,000 HK$13,000,000 100% 100% Manufacturing of
Co., Ltd. silicone rubber
tReAEFHEARAR i BAER 13,000,000% 13,000,000 HEYR
Huizhou Fu Ying Rubber Plastic The PRC Contributed capital ~ HK$12,800,000 HK$12,800,000 100% 100% Property holding
Industrial Co., Ltd
BNBEREHREARA e BAER 12,800,000% 12,800,000 UEST
Huizhou Rui Mei Silicone Rubber  The PRC Contributed capital ~ HK$12,800,000 HK$12,800,000 100% 100% Property holding
Industrial Co., Ltd
BMnEEBHRAD i BAER 12,800,000% 12,800,000 UES
Huizhou Shuo Ying Silicone Rubber ~ The PRC Contributed capital ~ HK$12,800,000 HK$12,800,000 100% 100% Property holding
Industrial Co., Ltd
EMNFREBHRERA e BAER 12,800,000% 12,800,000 UES
Huizhou Fu Mei Silicone Rubber  The PRC Contributed capital ~ HK$12,800,000 HK$12,800,000 100% 100% Property holding
Industrial Co., Ltd
BMNEXEBRRERAR i BAER 12,800,000% 12,800,000 UES
@ Except for Ta Yang Group Limited, all the subsidiaries are & BRAFEEERARSIN - FIAENRBARIEHAA

indirectly held by the Company.

RAEEERA -

Note: All entities established in the PRC are wholly-owned foreign
enterprises.

The above table lists the subsidiaries of the Group which, in
the opinion of the directors of the Company, principally
affected the results or assets of the Group. To give details of
other subsidiaries would, in the opinion of the directors of
the Company, result in particulars of excessive length.

None of the subsidiaries had any debt securities outstanding
at the end of the year or at any time during the year.

MAJOR NON-CASH TRANSACTION

During the year ended 31 July 2012, 181,063 (2011: nil)
bonus shares with amount of approximately HK$920,000
(2011: nil) are received from Formosan.

TA YANG GROUP HOLDINGS LIMITED Kj+&BHZRER A

47.

Hfet - FRBEFRKI BRI RBIINEBEDLE -

ERIRARREERR/EIBEFEAEERAE
HEENARBEMBAR  MARTDESRA
A EMMBARENEEHRRENTE -

WERREREMASRE - BB RESE
A2 BT HOE RS B
FEFRERS

HE-_Z——F+A=1+—HILFE  &xA7
B A= BEN 181,063 (=T ——4F : H)ALRR -
BEA £4920,0008 T (—F——4F : ) -
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FIVE YEARS

FINANCIAL SUMMARY

AFMBERE

FOR THE YEAR ENDED 31 JULY 2012 #;

CONSOLIDATED RESULTS

—E+A=t+—BILEE

Year ended 31 July
BEtA=1+—HLEFE

2008 2009 2010 2011 2012
—EENF —BENEF —FT-FTF T —F =B-=fF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT T FHT FHT FET
Turnover =E L 744,908 620,251 812,093 787,348 624,525
Profit (loss) for the year FEREFH (F8) 100,383 (38,893) 67,266 42,644 (78,090)
CONSOLIDATED ASSETS AND LIABILITIES HeEERAEE
As at 31 July
RtA=+—8H
2008 2009 2010 2011 2012
—EENF —ZTFNEF —FT-FTF T —F =B_=fF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THTT THTT THT FExT
Total assets BERE 1,299,202 1,190,173 1,247,784 1,282,526 1,179,702
Total liabilities BEEE (151,074) (119,248) (167,534) (144,373) (171,813)
1,148,128 1,070,925 1,080,250 1,138,153 1,007,889
Total equity RS EE 1,148,128 1,070,925 1,080,250 1,138,153 1,007,889
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Ta Yang Group Holdings Limited

Flat 28, 23/F, Metro Centre Il, 21 Lam Hing Street,
Kowloon Bay, Kowloon, Hong Kong

BN REEREA2RERED L H2FB28E
Tel EE : (852) 3678 5088

Fax & : (852) 3678 5099

Website #84F : www.tayang.com
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