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FINANCIAL REVIEW Bt 75 O] &
The key financial figures for the year ended 31 July 2007 are #HZEZE_ZEE+F+A=+—HAILFEMNTE
extracted as follows: WBHETRHENT -

2007
—EE+t

—_—==

HK$’000 HK$'000

Turnover =E 0 629,839 579,556
Gross profit EF 219,169 228,904
Selling and distribution expenses HE R HEHASN (20,917) (23,524)
Administrative expenses THAX (46,939) (43,296)
Earnings before interest and taxes S A A 163,979 162,347
Finance costs A& KA (5,389) (2,647)
Income tax credit/(expense) Fiigsige,/ (Fx) 999 (15,677)
Profit attributable to equity shareholders A ARERT 159,589 144,123

Sales by product
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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 volume of total products sold and
the product mix because our product lines have different

selling prices.

The consolidated turnover for the year ended 31 July 2007
was increased by 8.7% to HK$629.8 million (2006: HK$579.6
million) while our profit attributable to equity shareholders was
HK$159.6 million (2006: HK$144.1 million).

Basic earnings per share of the Company was HK19.95
cents per share based on the weighted average number of
800,000,000 shares in issue during the year (2006: HK18.02
cents per share based on weighted average number of
800,000,000 shares).

Keypads for consumer electronic devices

Turnover for the sales of keypads for consumer electronics
devices decreased by approximately 5.7% to HK$327.2 million
in 2007 from HK$346.8 million in 2006. During the year, the
sales of keypads for home audio related product and multi-
function printers increased significantly. However, our growth
was offset by a decrease in sales to certain customers due

to their change of production plans.
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Keypads for mobile phone

Turnover for the sales of
mobile phone keypads
increased by approximately
3.1% to HK$16.8 million in
2007 from HK$16.3 million in
2006. The increase in sales

was due to an increase in production volume attributable
to the establishment of a new production plant located at
Dongguan by Dongguan Tai Yang for production of advanced
mobile phone keypads.

Keypads for computers and notebooks

Turnover for the sales of keypads for computers and notebooks
increased by approximately 37.8% to HK$164.5 million in 2007
from HK$119.4 million in 2006. Such substantial growth in
turnover was mainly due to the increase in production volume,
In March 2007, our production facilities in Huzhou were
relocated to a new property owned by us with an aggregate
gross floor area of 46,686.72 sg.m. The new production
facilities are expected to have an annual production capacity
of approximately 276 million pieces of keypads, representing
a 52% increase to our previous facilities in Huzhou.

Automotive peripheral products

Turnover for the sales of automotive
peripheral products increased by
approximately 8.9% to HK$25.8
million in 2007 from HK$23.7 million
in 2006. The increase was resulted

from launch of several new automotive peripheral products
during the year.
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COST OF SALES

Cost structure

B A 4

42.9%

Our overall cost of sales increased by approximately 17.1%
from HK$350.7 million in 2006 to HK$410.7 million in 2007.
The rate of increase in cost of sales is higher than that of
turnover due to the increase in labour costs. During the year,
the percentage of labour costs to sales increased from 16.4%
in 2006 to 20.5% in 2007. The increase in labour costs was
attributable to the increase in total number of staff, especially
experienced workers and technicians, and the increase in
the level of minimum wage by the respective local labour
authorities in the PRC.

GROSS PROFIT

The gross profit of the Group for the year 2007 was HK$219.2
million, which represented a decrease of approximately 4.2%
from that of HK$228.9 million for the year 2006. The gross
profit decrease was primarily due to the increase in labour
costs.

HERAE

Direct materials

HEME
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OTHER REVENUE

Our other revenue increased by approximately 411.5% to
HK$13.3 million in 2007 from HK$2.6 million in 2006, primarily
due to the increase in interest income from bank deposits and
the receipt of government incentive for engaging in high-tech

industry and for enlarged investment in Huzhou factory.

SELLING AND DISTRIBUTION
EXPENSES

Our selling and distribution expenses decreased by approximately
11.1% to HK$20.9 million in 2007 from HK$23.5 million in
2006. The decrease in selling and distribution expenses was

mainly due to a decrease in goods replacement costs.

ADMINISTRATIVE EXPENSES

Our administrative expenses increased by approximately 8.3%
to HK$46.9 million in 2007 from HK$43.3 million in 20086.
The increase was attributable to (i) the increase in auditors’
remuneration, (ii) the increase in depreciation charges and
office expenses, and (iii) the increase in staff union expenses
resulting from an increase in number of employees hired by

us.

FINANCE COSTS

Finance costs increased to HK$5.4 million in 2007 from HK$2.5
million in 2006 because the average bank borrowing, which was
obtained primarily for capital expenditure and working capital
purpose, for the year was higher than that of past year.
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TAXATION EXPENSES

The income tax credit for the year ended 31 July 2007 was
primarily due to (i) the tax credit for purchase of equipment
produced in the PRC, (ii) the full year operation effect of MCO
which was exempt from paying Macau Complementary Tax, and
(i) the write-back of overprovision of Macau Complementary

Tax in respect of prior years.

PROFIT ATTRIBUTABLE TO EQUITY
SHAREHOLDERS

Profit attributable to equity shareholders increased from
HK$144.1 million for the year ended 31 July 2006 to HK$159.6
million for the year ended 371 July 2007, representing an
increase of approximately 10.8%. The net profit margin of our
Group increased slightly from 24.9% for the year ended 31
July 2006 to 25.3% for the year ended 31 July 2007.

DIVIDEND POLICY

Our Directors expect that dividends will be paid as 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 views
that our dividend policy will not affect the sufficiency of our

working capital in the coming years.
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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
been placed on short-term deposits with authorized financial
institutions in Hong Kong.

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

In respect of the US dollar, the management regards that the
foreign exchange risk for Hong Kong dollar to US dollar is
not material because (i) Hong Kong dollar remains pegged
to the US dollar and (ii) 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 the RMB, as the Group'’s production plants are
located in the PRC, most of our labour costs, manufacturing
overheads, selling and administrative expenses were
denominated in RMB. Therefore, the appreciation of RMB
will adversely affect the Group’s profitability. Subsequent to
the year ended 31 July 2007, the Group has entered into a
structured deposit, which is linked to RMB, in order to hedge

the RMB exposure.
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LIQUIDITY AND FINANCIAL
RESOURCES

During the year, the Group's source of fund was cash generated
from net proceeds of the international offering, operating
activities and bank borrowing.

BEREBRMBER

FR - AEENESRREEZRK S BERKHE
EREFIEFE  REEHLRITEROR
As at As at

31 July 2007 31 July 2006
R=ZZBZLF RIZEZRF
tA=+—-H +tRA=+—H

HK$’000 HK$'000

FET FHET

Cash and cash equivalents HeRReEEY 609,255 41,420
Interest-bearing bank borrowing HEIRITER 50,000 96,297
Net cash inflow/(outflow) BemnA/ (Rt) F8 573,559 (59,567)
Current ratio BN & 5.0 1.3
Quick ratio RB) L E 4.4 1.0

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

MATERIAL ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES AND
ASSOCIATES

Other than the Reorganisation, the Group had no material
acquisition or disposal of any subsidiaries and associated
companies for the year ended 31 July 2007.

BRERASEERIAETHREMBESR
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Ta Yang Group Holdings Limited

The net proceeds from the international offering received by AN AR BB EEREFEAERBFELY
the Company was approximately HK$635 million. 635,000,000 7T °
The planned usage of net proceeds was as follows: FrIS IR EI BT
Usage as
disclosed
in Prospectus
RERER Utilised
WENAZ BEBRAR
HK$" million HKS$" million
B EE T HEE T
Expansion of production facilities for BRYBEREERE
silicone rubber based products 468 3
Upgrade and expansion of R RET B EERE
upstream production facilities 56 -
Strengthening research and hns® B 2% B
development capabilities 39 -
Implementation of resources WITERAE Z5
planning system 22 -
General working capital —REEES 50 50
635 53

The remaining net proceeds have been deposited on short-

term basis in licensed financial institutions in Hong Kong.

B ER -

IS RIEFRERRC RN BB IEM B
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CAPITAL STRUCTURE AND
GEARING RATIO

As at 31 July 2007, the amount of bank borrowing due
within one year was HK$50 million (2006: HK$96 million).
These bank borrowings were drawn in December 2006 and

on floating rate basis.

As at 31 July 2006 and 2007, the Group had no long-term
debts.

As at 31 July 2007, the gearing ratio, representing interest
bearing bank borrowing to total equity, was 4.9% (2006:
38.6%).

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 2007
were approximately HK$10.1 million, which was mainly related
to the expansion of production capacity in Dongguan and
Huzhou in the PRC. Such capital commitments will be financed
by the net proceeds from the international offering.

As at 31 July 2007, the Group had no material contingent liabilities

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 package, 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 2007, the Group has 10,204 permanent
and temporary employees (2006: 9,114). The total salaries and
related costs for the year ended 31 July 2007 amounted to
approximately HK$161.2 million (2006: HK$131.5 million).

The Group adopted a Pre-IPO Share Option Scheme on
16 May 2007 for the purpose of recognition of employees’
contribution before the Listing. As at 31 July 2007, 8,935,000
share options were still outstanding under the Pre-IPO Share
Option Scheme, of which 6,785,000 options are held by
employees of the Group. The Company also adopted a Post-
IPO Share Option Scheme on 16 May 2007. No option has
been granted under the Post-IPO Share Option Scheme.

ANERE MW BCER
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EURAKENREEEE - AEBEIRME
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