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CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 31st January 2008

Unaudited

For the six months

ended 31st January

2008 2007

Notes HK$'000 HK$'000

Turnover 4,5 397,668 285,221
Cost of sales (266,330) (182,962)
Gross profit 131,338 102,259
Other revenue 12,752 1,621
Selling and distribution expenses (13,659) (11,130)
Administrative expenses (41,441) (20,067)
Other (expenses) income (6,246) 872
Finance costs (1,279) (3,810)
Share of result of an associate 565 25
Profit before taxation 82,030 69,770
Income tax expense 6 (2,250) (1,382)
Profit for the period 7 79,780 68,388
Dividends 8 48,000 80,000

Earnings per share

Basic

HK9.97 cents

HK8.55 cents

Diluted

HK9.97 cents

N/A
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CONDENSED CONSOLIDATED BALANCE SHEET

As at 31st January 2008
31/1/2008 31/7/2007
Notes HK$'000 HK$°000
(Unaudited) (Audited)
Non-current assets
Property, plant and equipment 10 279,986 245,367
Construction in progress 70 1,001
Lease prepayments 12,816 12,177
Deposits for acquisition of subsidiaries 1 23,918 -
Interest in an associate 1,893 1,328
Deferred tax assets 1,102 885
319,785 260,758
Current assets
Inventories 136,730 113,705
Trade receivables 12 241,459 207,802
Deposits, prepayments and other receivables 39,205 22,033
Income tax recoverable 1,796 -
Bank balances and cash 531,231 609,255
950,421 952,795
Current liabilities
Trade and bills payables 13 52,874 45,678
Other payables and accrued charges 27,050 44,734
Bank borrowings 14 50,000 50,000
Income tax payable 49,755 50,996
179,679 191,408
Net current assets 770,742 761,387
1,090,527 1,022,145
Capital and reserves
Share capital 15 80,000 80,000
Reserves 1,010,384 942,002
Total equity 1,090,384 1,022,002
Non-current liabilities
Deferred tax liabilities 143 143

1,090,527 1,022,145
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ended 31st January 2008

Share Statutory
Share Share option Retained Exchange surplus Legal
capital premium reserve profits reserve reserve reserve Total
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
(Note 1) (Note 2)
Balance at 1st August 2006 59,818 - - 167,155 7,142 15,261 - 249,376
Exchange difference on translation of
financial statements of subsidiaries - - - - 6,064 - - 6,064
Profit for the period - - - 68,388 - - - 68,388
Balance at 31st January 2007 59,818 - - 235,543 13,206 15,261 - 323,828
Exchange difference on translation of
financial statements of subsidiaries - - - - 5,425 - - 5,425
Profit for the period - - - 91,201 - - - 91,201
Capital injection 182 44,149 - - - - - 44,331
Elimination of share capital on
group reorganisation (60,000) - - - - - - (60,000)
Share issued on group reorganisation 60,000 - - - - - - 60,000
Share issued under placing and
public offering 20,000 680,000 - - - - - 700,000
Share issuing expenses - (64,204) - - - - - (64,204)
Equity-settled share based transactions - - 1,421 - - - - 1,421
Appropriation to reserves - - - (5,911) - 5,862 49 -
Transfer to reserve for value of
share option lapsed - - (21) 21 - - - -
Dividend declared and paid during the period - - - (80,000) - - - (80,000)
Balance at 31st July 2007 80,000 659,945 1,400 240,854 18,631 21,123 49 1,022,002
Exchange difference on translation of
financial statements of subsidiaries - - - - 33,729 - - 33,729
Profit for the period - - - 79,780 - - - 79,780
Equity-settled share based transactions - - 2,873 - - - - 2,873
Transfer to reserve for value of
share option lapsed - - (381) 381 - - - -
Dividend declared and paid during the period - - - (48,000) - - - (48,000)
Balance at 31st January 2008 80,000 659,945 3,892 273,015 52,360 21,123 49 1,090,384
Notes:
(1) 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.
2) Legal reserve

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

For the six months ended 31st January 2008

Unaudited
For the six months ended

31st January
2008 2007
HK$'000 HK$'000
Net cash from operating activities 19,464 73,077
Net cash used in investing activities (48,690) (31,355)
Net cash used in financing activities (49,279) (50,004)
Net decrease in cash and cash equivalents (78,505) (8,282)
Cash and cash equivalents at 1st August 609,255 41,420
Effect of foreign exchange rate change 481 573

Cash and cash equivalents at 31st January,
representing bank balances and cash 531,231 33,711
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NOTES TO INTERIM FINANCIAL STATEMENTS:

s GENERAL

Ta Yang Group Holdings Limited (the “Company”) was incorporated in the Cayman Islands on 23rd February 2006 in
preparing for the listing of the Company’s shares on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The Company and its subsidiaries (the “Group”) are principally engaged in manufacturing and sale

of silicone rubber related products.

Pursuant to a reorganisation (the “Reorganisation”) of the Group, the Company acquired the equity interests of entities
under common control and became the holding company of the subsidiaries now comprising the Group. Details of the

Reorganisation are set out in the prospectus of the Company dated 28th May 2007 (the “Prospectus”).
The shares of the Company were listed on the Stock Exchange on 8th June 2007 (the “Listing Date"”).

The Group is regarded as a continuing entity resulting from the Reorganisation under common control. Accordingly, the
condensed consolidated financial statements of the Group for the period ended 31st January 2007 have been prepared

as if the current group structure had been in existence throughout the period presented.

The addresses of the registered office and principal place of business of the Company are disclosed in the “Corporate

Information” section to the interim report.

2. BASIS OF PREPARATION

The unaudited condensed consolidated financial statements have been prepared in accordance with the applicable
disclosure requirements of Appendix 16 to the Rules Governing the Listing of Securities on the Stock Exchange and the
Hong Kong Accounting Standard (“HKAS”) No. 34 “Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA").

3. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared under the historical cost basis, except for financial

instruments, which are measured at fair values.

The condensed consolidated financial statements do not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction with the Group’s annual financial statements as at 31st
July 2007.

The accounting policies used in the condensed consolidated financial statements for the six months ended 31st January
2008 are consistent with those followed in the preparation of the Group’s annual financial statements for the year ended

31st July 2007, except as described below.

In the current interim period, the Group has applied, for the first time, a number of new standards, amendment and
interpretations (“new HKFRSs"”) issued by the HKICPA, which are effective for the current accounting period beginning
1st August 2007. The adoption of these new HKFRSs has had no material effect on how the results and financial position
of the Group for the current or prior accounting periods have been prepared and presented. Accordingly, no prior period

adjustment has been required.

The Group has not early applied the following new and revised standards, amendment or interpretations that have been

issued but are not yet effective.



TA YANG GROUP HOLDINGS LIMITED
Interim Report 2007/08

Hong Kong Accounting Standard Presentation of Financial Statements’
("HKAS") 1 (Revised)
HKAS 23 (Revised) Borrowing Costs'
HKAS 27 (Revised) Consolidated and Separate Financial Statements*
HKFRS 2 (Amendment) Share-based Payment - Vesting Conditions and Cancellations’
HKFRS 3 (Revised) Business Combination*
HKFRS 8 Operating Segments'
HK(IFRIC)-Interpretation (“INT") 12 Service Concession Arrangements?
HK(IFRIC)-INT 13 Customer Loyalty Programmes?
HK(IFRIC)-INT 14 HKAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding

Requirements and their Interaction?

1 Effective for annual periods beginning on or after 1st January 2009.

2 Effective for annual periods beginning on or after 1st January 2008.
g Effective for annual periods beginning on or after 1st July 2008.
2 Effective for annual periods beginning on or after 1st July 2009.

The directors of the Company anticipate that the application of these standards, amendment and interpretations will

have no material impact on the results and the financial position of the Group.

TURNOVER

The Group is principally engaged in manufacturing and sale of silicone rubber related products. Turnover represents sales

value of goods sold to customers net of sales tax and value added tax.

SEGMENT INFORMATION

During the period, the Group principally operated in a single business segment: the manufacturing and sale of silicone

rubber and related products. Accordingly, no business segment information is presented.

In presenting information on the basis of geographical segments, segment revenue is based on the geographical location

of customers.

Turnover based on geographical locations

Six months ended 31st January

2008 2007

HK$’'000 HK$’'000

(Unaudited) (Unaudited)

PRC (excluding Hong Kong) 177,111 136,106
Hong Kong 60,381 54,247
Other Asian Countries 108,588 62,812
The Americas 36,482 14,149
Europe 15,106 17,907
397,668 285,221

An analysis of segment assets and capital expenditure by geographical area in which the assets are located has not been

presented as the Group’s assets are substantially located in the PRC.
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6. INCOME TAX EXPENSE

Six months ended 31st January

2008 2007
HK$’'000 HK$'000
(Unaudited) (Unaudited)
Current tax
Hong Kong Profits Tax 1,278 2,768
PRC Enterprise Income Tax 1,189 1,621
2,467 4,389
Deferred taxation
Current period (217) (3,007)
2,250 1,382

Hong Kong Profits Tax was calculated at 17.5% (2007: 17.5%) on the estimated assessable profit for the period.

Pursuant to the rules and regulations of the Cayman Islands and British Virgin Islands (“BVI"), the Group is not subject

to any income tax in the Cayman Islands and BVI.

Ta Yang Group (Macau Commercial Offshore) Limited (“MCO") was incorporated as a commercial offshore entity in Macau

and is exempt from Macau Complementary Tax.

Pursuant to the income tax rules and regulations of the PRC, the companies comprising the Group in the PRC are liable

to PRC enterprise income tax as follows:

- Dongguan Ta Yang Silicone Rubber Industrial Company Limited is an approved foreign investment product export
oriented enterprise during the periods ended 31st January 2007 and 2008 and eligible to a preferential tax rate
of 12%.

- Dongguan Tay Yang Rubber Plastic Industrial Company Limited (“Dongguan Tay Yang"”), 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.

- Dongguan Tay Yang is entitled to a preferential tax rate of 24%. The first profit-making year of Dongguan
Tay Yang is 2005. Accordingly, Dongguan Tay Yang is exempted from PRC income tax from 1st January 2005 to
31st December 2006 and is entitled to a 50% exemption of income tax from 1st January 2007 to 31st December
2009.

- Huzhou Ta Yang is entitled to a preferential tax rate of 26.4%. The first profit-making year of Huzhou Ta Yang
is 2004. Accordingly, Huzhou Ta Yang is exempted from PRC income tax from 1st January 2004 to 31st December
2005 and is entitled to a 50% exemption of income tax from 1st January 2006 to 31st December 2008.

- Dongguan Tai Yang is entitled to a preferential tax rate of 24% and it sustained tax losses during the periods
ended 31st January 2007 and 2008.
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INCOME TAX EXPENSE (Continued)

On 16th March 2007, the PRC promulgated the Law of the People’s Republic of China on Enterprise Income Tax (the
“New Law”). On 6th December 2007, the State Council of the PRC issued Implementation Regulations of the New Law.
Pursuant to the New Law and Implementation Regulations, the enterprise income tax for both domestic and foreign-
invested enterprises will be unified at 25% effective from 1st January 2008. There will be a transitional period for the PRC
subsidiaries that currently entitled to preferential tax treatments granted by the relevant tax authorities. PRC subsidiaries
currently subject to an enterprise income tax rate lower than 25% will continue to enjoy the lower tax rate and be
gradually transitioned to the new unified rate of 25% within five years after 1st January 2008. The tax rate applicable
to the PRC subsidiaries are subject to approval by the tax authority.

PROFIT FOR THE PERIOD

Profit for the period has been arrived at after charging (crediting):

Six months ended 31st January

2008 2007

HK$'000 HK$'000

(Unaudited) (Unaudited)

Amortisation of lease prepayments 139 85
Depreciation 15,124 9,535
Impairment losses on trade receivables 861 130
Exchange loss (gain) 6,246 (872)
Government subsidies income (218) (146)

DIVIDENDS

Six months ended 31st January

2008
HK$'000
(Unaudited)

2007
HK$’000
(Unaudited)

2007 final dividend of HK$0.06 per share (2006: Nil)
Interim dividends declared and paid (Notes 1 and 2)

48,000

80,000

48,000

80,000

Notes:

(1) The interim dividends for the period ended 31st January 2007 represent dividends declared and paid by certain

companies now comprising the Group to their then shareholders before they became subsidiaries of the

Company.

2) The directors of the Company do not recommend the payment of an interim dividend for the six months ended

31st January 2008.

EARNINGS PER SHARE

The calculations of the basic and diluted earnings per share for the periods are based on the Group’s profit attributable
to equity holders of the Company of HK$79,780,000 (2007: HK$68,388,000).

The basic earnings per share is based on the weighted average number of 800,000,000 (2007: 800,000,000) ordinary shares
in issue during the periods, assuming the Reorganisation had been effective on 1st August 2006.
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OF EARNINGS PER SHARE (Continued)

The diluted earnings per share for the period ended 31st January 2008 was the same as the basic earnings per share

because the exercise price of the Company’s share options was higher than the average market price for shares.

No diluted earnings per share for the period ended 31st January 2007 is presented as there were no potential dilutive

shares outstanding.

10. PROPERTY, PLANT AND EQUIPMENT

During the period, the Group spent approximately HK$36 million (2007: HK$48 million) on additions to property, plant

and equipment to upgrade its manufacturing capacities and construct new manufacturing plant.

11. DEPOSITS FOR ACQUISITION OF SUBSIDIARIES

Balance as at 31st January 2008 represents deposits paid by a wholly-owed subsidiary of the Company which entered
into a sales and purchase agreement on 19th January 2008 with independent third parties in relation to the acquisition
of the entire equity interests in four companies for an aggregate consideration of HK$47,800,000. Those four companies
are engaged in properties holding. The unpaid balance as at 31st January 2008 is disclosed as capital commitment of the

Group in Note 18.

12. TRADE RECEIVABLES

31/1/2008 31/7/2007
HK$'000 HK$’000
(Unaudited) (Audited)

Trade receivables
- from third parties 239,578 204,045
— from an associate 1,881 3,757
241,459 207,802

The Group'’s sales are on open account terms. The Group normally grants to its customers credit periods ranging from 30

days to 120 days which are subject to periodic review by the management.

At the balance sheet date, the aging analysis of trade receivables (net of impairment losses) is as follows:

31/1/2008 31/7/2007

HK$'000 HK$’000

(Unaudited) (Audited)

Current 137,380 88,596
Within 1 to 3 months 78,030 87,235
More than 3 months but less than 12 months 25,786 31,706
More than 12 months 263 265

241,459 207,802
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TRADE RECEIVABLES (Continued)

Included in trade receivables are the following amounts denominated in a currency other than the functional currency

of the entity to which they relate:

31/1/2008 31/7/2007
‘000 ‘000
(Unaudited) (Audited)
United States dollars US$21,365 US$21,697
Euros EUR710 EUR1,867
Taiwan dollars NTD2,370 NTD1,038
TRADE AND BILLS PAYABLES

31/1/2008 31/7/2007
HK$’'000 HK$'000
(Unaudited) (Audited)
Trade payables 52,874 44,417
Bills payable - 1,261
52,874 45,678

At the balance sheet date, the aging analysis of the trade and bills payables was as follows:
31/1/2008 31/7/2007
HK$'000 HK$'000
(Unaudited) (Audited)
Due within 1 month or on demand 29,972 16,481
Due after 1 month but within 3 months 14,288 25,719
Due after 3 months but within 6 months 8,103 2,254
Due after 6 months but within 1 year 511 1,224
52,874 45,678

Included in trade and bills payables are the following amounts denominated in a currency other than the functional

currency of the entity to which they relate:

31/1/2008 31/7/2007

‘000 ‘000

(Unaudited) (Audited)

United States dollars USs$2,704 US$2,178
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14. BANK BORROWINGS

31/1/2008 31/7/2007

HK$'000 HK$'000

(Unaudited) (Audited)

Unsecured bank loan repayable within 1 year 50,000 50,000

At 31st January 2008, the bank loan is repayable within one year and bears interest at a rate of Hong Kong Inter-bank
Offered Rate (“HIBOR") plus 0.80% per annum (2007: HIBOR plus 0.65% per annum).

15. SHARE CAPITAL

Number of
shares Amount
Ordinary share of HK$0.1 each HK$'000
Authorised:
At 1st August 2006 (Note 1) 50,000 385
Repurchase of own shares (Note 1) (50,000) (385)
Increase in authorised capital (Note 1) 3,900,000 390
Increase in authorised share capital (Note 2) 19,996,100,000 1,999,610
At 31st July 2007 and 31st January 2008 20,000,000,000 2,000,000
Issued and fully paid:
At 1st August 2006 (Note 1) 10,000 77
Repurchase of own shares (Note 1) (10,000) (77)
Shares issued on group reorganisation (Note 3) 600,000,000 60,000
Shares issued under placing and public offering (Note 3) 200,000,000 20,000
At 31st July 2007 and 31st January 2008 800,000,000 80,000

Notes:

(1) The Company was incorporated in the Cayman Islands on 23rd February 2006 with an authorised capital of 50,000
shares of US$1 each (“US Shares”). Upon incorporation, 10,000 shares of US$1 each were allotted, issued and fully
paid. On 25th September 2006, all the 10,000 issued US Shares were repurchased by the Company and following
the repurchase, the authorised but unissued share capital was cancelled. On the same date, the authorised share
capital of the Company was changed to HK$390,000 divided into 3,900,000 shares of HK$0.1 each and the Company
had allotted 1 nil paid share to its then shareholder.

(2) By written resolutions of the sole shareholder passed on 16th May 2007, the authorised share capital of the
Company was increased from HK$390,000 to HK$2,000,000,000 by the creation of 19,996,100,000 new shares

ranking pari passu in all respects with the then existing issued shares.

(3) As part of the Reorganisation of the Group, the Company issued 600,000,000 shares to Ta Yang Group Limited

(“Ta Yang BVI")'s then existing shareholders to acquire for the entire issued share capital of Ta Yang BVI.

Immediately upon the listing of the Company’s shares on the Stock Exchange on 8th June 2007, at 31st July 2007,
800,000,000 shares of the Company had been issued and were fully paid.
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SHARE OPTION SCHEME

Pursuant to the shareholders’ written resolution passed on 16th May 2007, the Company adopted a Pre-IPO share option
scheme (“the Pre-IPO Option Scheme”) whereby the directors and eligible employees of the Group were given the rights
to subscribe for shares of the Company, the subscription price per share pursuant to the Pre-IPO Option Scheme is HK$2.20

representing a 37.1% discount to the international offering price.

The total number of shares which may be issued upon the exercise of all options granted under the Pre-IPO Option Scheme
is 9,070,000 shares which were fully granted on 16th May 2007. No further options would be granted under the Pre-IPO

Option Scheme on or after the Listing Date.

(a) The terms and conditions of the grants that existed during the period are as follows, whereby all options are

settled by physical delivery of shares:

Options granted under the Pre-IPO Option Scheme have a vesting period of one to five years commencing from
the Listing Date and the options are exercisable for a period of ten years. The Group has no legal or constructive

obligation to repurchase or settle the option in cash.

Number of Number of

options options

granted to granted to
Vesting conditions directors employees Total
1st anniversary of the Listing Date 430,000 1,384,000 1,814,000
2nd anniversary of the Listing Date 430,000 1,384,000 1,814,000
3rd anniversary of the Listing Date 430,000 1,384,000 1,814,000
4th anniversary of the Listing Date 430,000 1,384,000 1,814,000
5th anniversary of the Listing Date 430,000 1,384,000 1,814,000
2,150,000 6,920,000 9,070,000

(b) The number and exercise prices of share options are as follows:

Exercise price Number of options

Granted on 16th May 2007 HK$2.20 9,070,000
Lapsed during the period HK$2.20 (135,000)
Outstanding at 31st July 2007 HK$2.20 8,935,000
Lapsed during the period HK$2.20 (1,070,000)

Outstanding at 31st January 2008 HK$2.20 7,865,000
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16. SHARE OPTION SCHEME (Continued)

() Fair value of share options and assumptions

The fair value of services received in return for the share options granted is measured by reference to the fair
value of share options granted. The estimate of the fair value of the share options granted is measured based
on the Black-Scholes Option Pricing model. The contractual life of the share option is used as an input into this

model. Expectation of early exercise is incorporated into the valuation model.

Fair value at measurement date HK$1.66
Share price HK$3.11
Exercise price HK$2.20
Expected volatility 56.65%
Option life 10 years
Expected dividends 2.5%
Risk-free interest rate (based on Exchange Fund Notes) 4.1%

17. RELATED PARTY TRANSACTIONS

Other than disclosed elsewhere in the condensed consolidated financial statements during the period, the Group entered

into the following transactions with related parties:

Six months ended 31st January

2008 2007
HK$'000 HK$’000
Name of company Nature of transactions (Unaudited) (Unaudited)
SiTY Silcum & Ta Yang Sales of silicone rubber keypads 3,423 3,302
International GmbH (“SiTY"”) (Note 1) Receive tooling charges 54 248
Receive modification charges 14 104

Ta Yang Silicones of America,
LLC (“TSAC") (Note 2) Sales of goods - 8,180

Notes:

(1) Before 18th September 2006, 25% equity interest of SiTY were effectively owned by each of Mr. Wu Ih Chen and
Mr. Huang Sheng-Shun, directors of the Company respectively. On 18th September 2006, the aggregate of 50%

equity interest was assigned to the Group at nil consideration and SiTY became an associate of the Group.

(2) TSAC was effectively 20% owned by Mr. Wu |h Chen and 30% owned by Mr. Huang Sheng-Shun, directors of the
Company. Mr. Wu Ih Chen and Mr. Huang Sheng-Shun disposed of their interest in TSAC to two independent third
parties on 1st November 2006 and TSAC is not considered a related party of the Group thereafter.



18.

COMMITMENTS

At balance sheet date, the Group had the following commitments:

(@)

(b)

Capital commitments for the acquisition of property, plant and equipment
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31/1/2008 31/7/2007

HK$'000 HK$'000

(Unaudited) (Audited)

Contracted but not provided for 24,521 10,088
Commitments for the acquisition of subsidiaries

31/1/2008 31/7/2007

HK$'000 HK$'000

(Unaudited) (Audited)

Contracted but not provided for

23,882
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INDEPENDENT REVIEW REPORT

To the Board of Directors of Ta Yang Group Holdings Limited

(incorporated in the Cayman Islands with limited liability)

'S [
{%?ﬁq SHINEWING (HK) CPA Limited

16/F., United Centre

Shinezoinﬁ 95 Queensway, Hong Kong

INTRODUCTION

We have reviewed the interim financial information (“Interim Financial Information”) set out on pages 4 to 17, which
comprises the condensed consolidated balance sheet of Ta Yang Group Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) as at 31st January 2008 and the related condensed consolidated income statement, the
condensed consolidated statement of changes in equity and the condensed consolidated cash flow statement for the
six-month period then ended, and certain explanatory notes. The Rules Governing the Listing of Securities on the
Main Board of The Stock Exchange of Hong Kong Limited require the preparation of a report on Interim Financial
Information to be in compliance with the relevant provisions thereof and Hong Kong Accounting Standard (“HKAS")
34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA"). The
directors of the Company are responsible for the preparation and presentation of this Interim Financial Information in
accordance with HKAS 34. Our responsibility is to express a conclusion on this Interim Financial Information based on
our review, and to report our conclusion solely to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or accept liability to any other person for the

contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by the HKICPA. A review of Interim
Financial Information consists of making enquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an

audit opinion.
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CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the Interim Financial Information

is not prepared, in all material respects, in accordance with HKAS 34.

Without qualifying our review conclusion, we draw to your attention that the comparative condensed consolidated
income statement for the six-month period ended 31st January 2007 and the comparative condensed consolidated
statement of changes in equity and the condensed consolidated cash flow statement for the six-month period ended
31st January 2007 disclosed in the Interim Financial Information have not been reviewed in accordance with standards

applicable to review engagements issued by the HKICPA.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Tam Kwok Ming, Banny

Practising Certificate Number: P03289

Hong Kong
23rd April 2008
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY REVIEW

As technology is getting more advanced from days to days, information technology products become part of the
people’s daily lives; global demand for the 3C (“Consumer, Computers, Communications”) products is also in a constant
and rapid growth. According to the CAITEC World Report’, it is expected that the supply of the silicone rubber keypads
for (1) consumer electronic devices, (2) mobile phones, and (3) personal computers and notebooks and peripheral

components will increase by the compound annual growth rate of 10.6%, 12.9%, and 17.0%, respectively.

During the period under review, global demand for the 3C products continued to grow. In particular, the significant
increase in demand for the end-user products such as mobile phones, household electronic devices and information
technology products, which resulted from the introduction of new products by manufacturers or market demand for
new model grades, triggered the boost in demand for silicone rubber keypads. Amongst all of them, the emerging
countries such as China is the main source of momentum for such growth. According to the CAITEC PRC Report', there
is a mismatch in the supply and demand of silicone rubber keypads in the PRC market with the supply deficiency
amounted to approximately 267 million pieces of keypads, 400 million pieces of keypads and 611 million pieces of
keypads in 2005, 2006 and 2007 respectively, representing great market potential for the suppliers of silicone rubber
keypads in the PRC.

BUSINESS REVIEW

Being one of the leading input device manufacturers in the world and the PRC, the Group continued to record
remarkable growth in turnover during the period under review, with an increase of 39% from HK$285 million of the
same period of last year to HK$398 million of this year. Consumer electronic devices are still the primary business and
the largest source of income of the Group, accounting for 51% of the total turnover. The Group also manufactured
6.2 million pieces of silicone protective cover for Wii console handheld devices “Wii Jacket”, the turnover of which
increased from HK$155 million in the same period last year to HK$203 million this year. In addition, the Group actively
developed highly value-added products during the period particularly with focus on expanding the market of mobile

phone products, in order to increase the overall income and profit of the Group.

The economies of scale enjoyed by the Group’s plants located in Dongguan and Huzhou enable us to achieve production
cost efficiency and to sell our products at a more competitive price. For the six months ended 31st January 2008, the
aggregate annual production capacity of Dongguan plant and Huzhou plant amounted to approximately 561 million
pieces. To satisfy the market demand for 3C products, the Group actively conducted researches on plant expansion, with
an aim to increase the capacity for the production of mobile phone keypads and computer and notebook keypads, and

further enlarge the development of the Group.

During the period under review, the Group focused on the optimization of customer mix and the development of
markets outside the PRC, particularly Japan market to cater to the ever-changing market demands. Meanwhile, the
Group continued to optimize its management team, enhance its human resources, reinforce on-the-job training and

recruit more professionals, well-preparing the continuous development of the Group.

! Chinese Academy of International Trade and Economic Coorperation (the “CAITEC") World Report and CAITEC PRC Report
are industry/market research reports analyzing the global and PRC market of silicone rubber keypads respectively, which
are jointly prepared by the Chinese Academy of International Trade and Economy Cooperation (¥ A R £ H1E 75 7% 2B

72f%) and Cinsos Consulting Corporation.
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OUTLOOK

In 2008, the problems triggered by sub-prime mortgage in the United States have not yet been resolved, resulting
in a slowdown of global economy. It is expected that the business environment in the coming years will become
challenging. However, the Group has been well-prepared for various challenges. Leverage on its own competitive
advantages, coupled with the great market potential still existed for global 3C products, the Group would continue to
expand our production of highly value-added products, particularly to expand the silicone rubber keypads business of

notebooks and mobile phones, so as to enhance the profitability.

Despite the macro environment is full of challenges, great opportunities still lie in markets like the PRC and Japan.
Looking forward, the Group will keep strengthening the development of new technologies and products of silicone
rubber to further optimize our product mix of the Group. In 2008, we will consolidate economies of scale of production

by acquiring approximately 300 acres of land and constructing plants in Guangdong Province.

Building good strategic relationships with our customers has been crucial to our success. Accordingly, the Group will
further increase the market shares of our various products by continued expanding our customer base. In addition, the
Group will enhance our research and development capability to enable us to better match the demand of customers,
and improve the coordination and extent of our research and development, thus strengthening the leading position of

the Group and paving the foundation for our future.

FINANCIAL REVIEW
TURNOVER

The Group achieved a substantial growth of 39% in terms of turnover for the period as compared with the corresponding
period in 2007 and reached approximately HK$398 million. The Group has benefited the growing demand from our
customers and the launch of several new products during the period. After the accreditation from Nintendo Japan, the
Group has become one of their major suppliers of silicone protective cover for their Wii console handheld devices “Wii

Jacket” and it contributed approximately 10% of the Group’s turnover.

GROSS PROFIT

The gross profit was HK$131.3 million, an increase of HK$29.1 million or 28.4% as compared with the corresponding period
in 2007. Overall gross profit margin for the period decreased from 35.9% to 33.0%. Despite the robust market demand of
the Group’s product, the Group has suffered from the adverse effect of increasing raw material costs and labour costs. As the
production plants are located in the PRC, the appreciation of Renminbi (the “RMB") also adversely affects our profit margin.
In addition, some of the new products launched had lower gross profit margin in order to capture the market share. All

these factors led the Group's overall gross profit margin to decrease.

OTHER REVENUE

Other revenue increased by HK$11.1 million or 686.7% to HK$12.8 million as compared with the corresponding period

in 2007. The increase was mainly due to the increase in interest income from the bank deposits.
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SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses increased by HK$2.5 million or 22.7% to HK$13.7 million as compared with the
corresponding period in 2007. The increase was due to larger sales volume. When counted as a percentage of the
Group's turnover, the total amount of selling and distribution expenses was 3.4%, 0.5% decreased compared with the

corresponding period in 2007.

ADMINISTRATIVE EXPENSES

Administrative expenses increased from HK$20.1 million to HK$41.4 million as compared with the corresponding
period in 2007. When counted as a percentage of the Group’s turnover, the total amount of administrative expenses
was 10.4%, 3.4% increased compared with the corresponding period in 2007. The increase was a result of the increase
in share options expenses of HK$2.8 million and additional management and administrative costs incurred to support

the expansion of business and new production bases.

PROFIT ATTRIBUTABLE TO EQUITY SHAREHOLDERS

Profit attributable to equity shareholders for the period was HK$79.8 million, representing an increase of HK$11.4 million

or 16.7% as compared with the corresponding period in 2007.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s working capital continued to improve. The Group has net current assets of HK$771 million

(2007:HK$761 million). The current ratio of the Group was approximately 529%.

As at 31st January 2008, the Group maintained healthy cash level which cash and cash equivalents of HK$531 million
(2007: HK$609 million). The Group had bank borrowings of HK$50 million (2007: HK$50 million). The gearing ratio of
the Group decreased to 4.6% from 4.9% as at 31st January 2008. The ratio is computed by dividing total borrowings of
HK$50 million (2007:HK$50 million) by shareholders’ equity of HK$1,091 million (2007:HK$1,022 million)

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 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. During the period, the Group has entered into a structured deposit, which is
linked to RMB, in order to hedge the RMB exposure. The Group will consider other appropriate measure to deal with

the RMB exposure.
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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 until 31st January 2008 are as follows:

Planned amount Utilised amount

Particular HK$ million HK$ million
Expansion of production facilities for silicone rubber based products 468 (59)
Upgrade and expansion of upstream production facilities 56 -
Strengthening research and development capabilities 39 (1)
Implementation of resources planning system 22 -
General working capital 50 (50)
Total 635 (110)

The remaining net proceeds have been deposited on short-term basis in licensed financial institutions in Hong Kong.

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 our 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 the PRC. As at 31st January 2008, the Group employed

more than 8,500 employees.

The Group adopted a Pre-IPO Share Option Scheme on 16th May 2007 for the purpose of recognition of employees’
contribution before the Listing. As at 31st January 2008, 7,865,000 share options were still outstanding under the
Pre-IPO Share Option Scheme, of which 6,035,000 options are held by the employees of the Group. The Company also
adopted a Post-IPO Share Option Scheme on 16th May 2007. No option has been granted under the Post-IPO Share
Option Scheme.
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OTHER INFORMATION

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six months ended 31st January 2008 (2007:
HK$80 million).

DIRECTORS’ AND CHIEF EXECUTIVE INTERESTS

DIRECTORS’ INTERESTS

As at 31st January 2008, 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 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:

(A) LONG POSITIONS IN SHARES AND UNDERLYING SHARES OF THE COMPANY

Number of shares/underlying

shares held in the Company

Approximate

Equity percentage of
Capacity in derivatives the issued share
which interests Interests (Share Total capital of the
Name of director are held in shares Options) interests Company Notes
Huang Sheng-Shun Settlor of Huang Trust/ 413,940,000 - 421,990,000 52.75% 1,283
Beneficial Owner 7,500,000 550,000
Wu lh Chen Settlor of Wu Trust/ 97,920,000 - 98,875,000 12.36% 4,586
Beneficial Owner 500,000 455,000
Lin Hung-Ming Beneficial Owner 9,640,000 320,000 9,960,000 1.25% 7
Wong Tak Leung Beneficial Owner 5,760,000 275,000 6,035,000 0.75% 7
Huang Te-Wei Beneficiary of Huang Trust/ 413,940,000 - 414,170,000 51.77% 889

Beneficial Owner - 230,000
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DIRECTORS’ AND CHIEF EXECUTIVE INTERESTS (CONTINUED)

DIRECTORS’ INTERESTS (Continued)

Notes:

Huang Trust is a discretionary trust, of which Mr. Huang Sheng-Shun is the settlor, Homelink Venture Corp. is the

trustee and family members of Mr. Huang Sheng-Shun (including Mr. Huang Te-Wei) are beneficiaries.

The 413,940,000 shares, representing approximately 51.74% shareholding of the Company, are directly held by

the following seven British Virgin Islands companies (“7 BVI Companies”) in aggregate as follows:

Approximate
percentage of the
issued share capital

Name of the 7 BVI Companies No. of Shares held of the Company

Ace Chain Investments Corporation

(“Ace Chain") 149,100,000 18.64%
China Gain Holdings Limited (“China Gain") 103,560,000 12.94%
Highwise Investment Group Corporation (“Highwise”) 57,600,000 7.20%
Join Success Business Inc. (“Join Success”) 34,560,000 4.32%
Jumbo Regent Investment Limited (“Jumbo Regent”) 34,560,000 4.32%
Master Rich Business Limited (“Master Rich”) 28,800,000 3.60%
Million Era Holding Corporation (“Million Era”) 5,760,000 0.72%
Total 413,940,000 51.74%

The 7 BVI Companies are respectively 100% owned subsidiaries of Acuwake Enterprises Limited (“Acuwake”).
Acuwake is 100% owned by Homelink Venture Corp. as trustee of Huang Trust. Mr. Huang Sheng-Shun is the
settlor of Huang Trust and acccordingly is taken to be interested in such shares. Mr. Huang Sheng-Shun is also a

director of each of the 7 BVI Companies.

The 550,000 shares represent shares exercisable pursuant to options granted to Mr. Huang Sheng-Shun on 16th
May 2007 under the Pre-IPO Share Option Scheme of the Company and which is exercisable at a price of HK$2.20
per share during the period from 8th June 2008 to 15th May 2017.

Wu Trust is a discretionary trust, of which Mr. Wu Ih Chen is the settlor, Homelink Venture Corp. is the trustee

and family members of Mr. Wu lh Chen are beneficiaries.
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DIRECTORS’ AND CHIEF EXECUTIVE INTERESTS (CONTINUED)

DIRECTORS’ INTERESTS (Continued)

5.

The 97,920,000 shares, representing approximately 12.24% shareholding of the Company, are directly held by the

following four British Virgin Islands companies (“4 BVI Companies”) in aggregate as follows:

Approximate
percentage of the

issued share capital

Name of the 4 BVI Companies No. of Shares held of the Company
Bright Field Investment Enterprise Limited (“Bright Field"”) 28,800,000 3.60%
Golden King Holdings Business Limited (“Golden King") 28,800,000 3.60%
Joint Kingdom International Holding Limited (“Joint Kingdom™) 28,800,000 3.60%
Kingstex Universal Investment Limited (“Kingstex") 11,520,000 1.44%
Total 97,920,000 12.24%

The 4 BVI Companies are respectively 100% owned subsidiaries of Gleason Limited (“Gleason”). Gleason is 100%
owned by Homelink Venture Corp. as trustee of Wu Trust. Mr. Wu |h Chen is the settlor of Wu Trust and accordingly

is taken to be interested in such shares. Mr. Wu lh Chen is also a director of each of the 4 BVI Companies.

The 455,000 shares represent shares exercisable pursuant to the options granted to Mr. Wu lh Chen on 16th May
2007 under the Pre-IPO Share Option Scheme of the Company and which is exercisable at a price of HK$2.20 per
share during the period from 8th June 2008 to 15th May 2017.

320,000 shares and 275,000 shares are shares exercisable pursuant to the options granted to Mr. Lin Hung-Ming
and Mr. Wong Tak Leung, directors of the Company respectively on 16th May 2007 under the Pre-IPO Share
Option Scheme of the Company and which is exercisable at a price of HK$2.20 per share during the period from
8th June 2008 to 15th May 2017.

Mr. Huang Te-Wei is a son of Mr. Huang Sheng-Shun and a beneficiary of Huang Trust. As such, Mr. Huang Te-Wei
is taken to be interested in the same block of 413,940,000 shares held by the 7 BVI Companies.

The 230,000 shares represent shares exercisable pursuant to the options granted to Mr. Huang Te-Wei on
16th May 2007 under the Pre-IPO Share Option Scheme of the Company and which is exercisable at a price of
HK$2.20 per share during the period from 8th June 2008 to 15th May 2017.
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DIRECTORS’ AND CHIEF EXECUTIVE INTERESTS (CONTINUED)

INTERESTS IN ASSOCIATED CORPORATIONS OF THE COMPANY

Percentage of
the relevant
associated
Name of Number of  corporation’s
Name of associated Capacity in which shares issued share
director corporation*® interests are held Class of shares interested capital
Huang Sheng- Shun Homelink as Settlor of Huang Trust Ordinary shares 1 100%
trustee of Huang Trust of US$1.00 each
Acuwake Settlor of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Ace Chain Settlor of Huang Trust Ordinary shares of 1 100%
US$1.00 each
China Gain Settlor of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Highwise Settlor of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Join Success Settlor of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Jumbo Regent Settlor of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Master Rich Settlor of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Million Era Settlor of Huang Trust Ordinary shares of 1 100%

U5$1.00 each
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DIRECTORS’ AND CHIEF EXECUTIVE INTERESTS (CONTINUED)

(B) INTERESTS IN ASSOCIATED CORPORATIONS OF THE COMPANY (CONTINUED)

Percentage of
the relevant
associated
Name of Number of  corporation’s
Name of associated Capacity in which shares issued share
director corporation*® interests are held Class of shares interested capital
Huang Te-Wei Homelink as trustee Beneficiary of Huang Trust Ordinary shares of 1 100%
of Huang Trust US§1.00 each
Acuwake Beneficiary of Huang Trust Ordinary shares of 1 100%
US$§1.00 each
Ace Chain Beneficiary of Huang Trust Ordinary shares of 1 100%
US§1.00 each
China Gain Beneficiary of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Highwise Beneficiary of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Join Success Beneficiary of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Jumbo Regent Beneficiary of Huang Trust Ordinary shares of 1 100%
US$§1.00 each
Master Rich Beneficiary of Huang Trust Ordinary shares of 1 100%
US$1.00 each
Million Era Settlor of Huang Trust Ordinary shares of 1 100%

US$1.00 each

*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 of the Company”.

Save as disclosed above, as at 31st January 2008, 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.
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As at 31st January 2008, so far as is known to the directors of the Company, 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 SFO:

LONG POSITIONS IN THE SHARES AND UNDERLYING SHARES OF THE COMPANY

Approximate
percentage
of interest
Number of Number of as to the
shares shares issued share
held in subject to capital of
Name of shareholder Nature of interests the Company options Total the Company Note(s)
Acuwake Controlled corporation 413,940,000 - 413,940,000 51.74% 1
of Huang Trust
Homelink Trustee of Huang Trust 413,940,000 - 413,940,000 51.74% 1
Ace Chain Beneficial interest 149,100,000 - 149,100,000 18.64% 1
China Gain Beneficial interest 103,560,000 - 103,560,000 12.94% 1
Highwise Beneficial interest 57,600,000 - 57,600,000 7.20% 1
Huang Sheng-Shun Settlor of Huang Trust/ 413,940,000 - 421,990,000 52.75% 1
Beneficial interest 7,500,000 550,000
Tong Mei-Jen Family interest/ 413,940,000 - 421,990,000 52.75% 1
Interest of spouse 7,500,000 550,000
Huang Te-Wei Beneficiary of Huang Trust/ 413,940,000 - 414,170,000 51.77% 4
Beneficial interest - 230,000
Chao Yu Ting Family interest/ 413,940,000 - 414,170,000 51.77% 4
Interest of spouse - 230,000
Gleason Controlled corporation 97,920,000 - 97,920,000 12.24% 2
of Wu Trust
Homelink Trustee of Wu Trust 97,920,000 - 97,920,000 12.24% 2
Wu Ih Chen Settlor of Wu Trust/ 97,920,000 - 98,875,000 12.36% 2
Beneficial interest 500,000 455,000
Wu Fan Feng Ying Family interest/ 97,920,000 - 98,875,000 12.36% 2
Interest of spouse 500,000 455,000
Lo Wah Wai Interest in controlled corporation 511,860,000 - 511,860,000 63.98% 1,283
of Homelink
Tsang Kwan Li Interest of spouse 511,860,000 - 511,860,000 63.98% 3
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INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS (CONTINUED)

Notes:

(n

(2)

(3)

4)

The reference to 413,940,000 shares relates to the same block of shares directly held by the 7 BVI companies in aggregates
as controlled companies of Huang Trust. For details, please see notes 1 and 2 of the sub-section headed “(A)Long positions
in shares and underlying shares of the Company” under the section headed “Directors’ Interests” in above. Ace Chain,
China Gain and Highwise are three (3) of the 7 BVI Companies directly held such respective shareholding of the Company
as disclosed in above.

Accordingly, Acuwake being the 100% holding company of the 7 BVI Companies, Homelink as trustee of Huang Trust
and Mr. Huang Sheng-Shun as settlor of Huang Trust are taken to have an interest in such shares. Mr. Huang Sheng-Shun
is also beneficially interested in 550,000 shares exercisable pursuant to options granted to him on 16th May 2007 under
Pre-IPO Share Option Scheme. 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.

The reference to 97,920,000 shares relates to the same block of shares directly held by the 4 BVI companies in aggregates
as controlled companies of Wu Trust. For details, please see notes 4 and 5 of the sub-section headed “(A)Long positions

in shares and underlying shares of the Company” under the section headed “Directors’ Interests” in above.

Accordingly, Gleason being the 100% holding company of the 4 BVl Companies, Homelink as trustee of Wu Trust and
Mr. Wu Ih Chen are taken to have an interest in such shares. Mr. Wu Ih Chen is also beneficially interested in 455,000 shares
exercisable pursuant to options granted to him on 16th May 2007 under Pre-IPO Share Option Scheme. Ms. Wu Fan Feng

Ying, the spouse of Wu Ih Chen, is also deemed to be interested in all shares which Mr. Wu |h Chen is interested in.

The entire issued share capital of Homelink is beneficially owned by Mr. Lo Wah Wai. Ms. Tsang Kwan Li is the spouse of
Mr. Lo Wah Wai. Accordingly, Mr. Lo Wah Wai and Ms. Tsang Kwai Li are deemed to be interested in the shares which

Homelink as trustees of both Huang Trust and Wu Trust are taken be interested in.

Mr. Huang Te-Wei is the son of Mr. Huang Sheng-Shun and a beneficiary of Huang 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 Huang
Trust. Mr. Huang Te-Wei is also beneficially interested in 230,000 shares exercisable pursuant to options granted to him on
16th May 2007 under Pre-IPO Share Option Scheme. 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.

Save as disclosed above, as at 31 January, 2008, 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 period 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.
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PRE-IPO SHARE OPTION SCHEME

As at 31st January 2008, options to subscribe for an aggregate of 7,865,000 shares of the Company granted to certain

directors and eligible employees of the Group were outstanding. Details of which were as follows:—

Options to subscribe for shares of the Company

Granted Lapsed/  Exercised Exercise period Exercise
Category or name Balance as during during during  Balance as (subject to price per
of grantees Date of grant at 1.8.2007 the period the period the period at 31.1.2008 vesting period) share
HK$
Directors of the Company
Huang Sheng-Shun 16.05.2007 550,000 - - - 550,000 08.06.2008 - 220
15.05.2017
Wu lh Chen 16.05.2007 455,000 - - - 455,000 08.06.2008 - 2.20
15.05.2017
Lin Hung-Ming 16.05.2007 320,000 - - - 320,000 08.06.2008 - 220
15.05.2017
Wong Tak Leung 16.05.2007 275,000 - - - 275,000 08.06.2008 - 2.20
15.05.2017
Huang Te-Wei 16.05.2007 230,000 - - - 230,000 08.06.2008 - 220
15.05.2017
Huang Chi-Wei 16.05.2007 320,000 - (320,000)! - - 08.06.2008 - 2.20
15.05.2017
Employees of the Group 16.05.2007 6,785,000 - (750,000 - 6,035,000 08.06.2008 - 220
15.05.2017
Total 8,935,000 - (1,070,000) - 7,865,000
Notes:

(1) Mr. Huang Chi-Wei retired as director of the Company following the Annual General Meeting held on 27th November 2007.

Therefore, his options lapsed following his retirement on 27th November 2007.

(2) The share options were held by certain grantees who ceased to be the employees of the Group during the period.

3) No share options under the Pre-IPO Share Option Scheme were cancelled during the period.

(4) During the six months ended 31st January 2008, no share options were granted under the Pre-IPO Share Option

Scheme.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY

During the six months ended 31st January 2008, neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities.

CORPORATE GOVERNANCE

The Company has complied with the code provisions set out in the Code on Corporate Governance Practices contained

in Appendix 14 of the Listing Rules throughout the six months ended 31st January 2008.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules as the Model Code. Having made specific enquiry, all the directors of the Company
confirmed their compliance with the required standard set out in the Model Code throughout the six months ended
31st January 2008.

AUDIT COMMITTEE

The Company has established an audit committee with written terms of reference in compliance with the Listing Rules.
The primary duties of the audit committee of the Company 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 of the Company comprises of Mr. Chuang Hong-Jen,

Mr. Yeung Chi Tat and Mr. Hsieh Yu, all of whom are independent non-executive directors of the Company.

The audit committee of the Company has reviewed the unaudited condensed consolidated financial statements of the

Group for the six months ended 31st January 2008.

By Order of the Board
Ta Yang Group Holdings Limited

Huang Sheng-Shun

Chairman

Hong Kong, 23rd April 2008
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