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FINANCIAL HIGHLIGHTS

Six months ended 30 June
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I FINANCIAL HIGHLIGHTS B HE
Six months ended 30 June
BEAR=+HLEAMER
2009 2008 % Changes
—EEhE —ZTNF ZHENLL
Results (HK$'000) % (THT)
Turnover S 263,514 392,224 (32.9)
Gross profit EH 23,509 53,130 (55.8)
(Loss) profit from operations £ 4 (E518) % M (8,876) 5,843 (251.9)
(Loss) profit for the period R (B518) ‘| A (8,820) 4,809 (283.4)
(Loss) profit attributable to NAREEBA
owners of the parent FEfL (B18) ‘| 7 (8,680) 4,809 (280.5)
Interim dividend R ER AR B - 1,577 (100.0)
Per Share Data (HK cents) S RE®E (&1l)
Basic (loss) earnings ER(EE) BT (2.72) 1.53 (277.8)
Diluted (loss) earnings % (BB B (2.72) 1.49 (282.6)
Interim dividend HHIRR A - 0.50 (100.0)
Financial Ratio (%) B %5 L& (%)
Gross profit margin EFE 8.92 13.55 (34.2)
i Net (loss) profit margin F (B8) FlEE (3.35) 1.23 (372.4)
‘ Dividend payout RS L - 32.79 (100.0)
At 30 June | At31December
2009 2008
Notes R-FEENE RZZENF % Changes
B & ~AB=+H | TZA=1—H ZHENLL
Assets and EEHAR
Liabilities (HK$'000) (F#&T)
Total assets BEE 445,148 430,759 33
Total liabilities BeBE 89,510 71,614 25.0
Equity attributable to SRAEEA
owners of the parent el 352,753 359,145 (1.8)
Per Share Data (HK Dollars) S RE#®E (&1
Equity attributable to owners  BARHA AR
of the parent per share bR 1.09 1.14 (4.4)
\ Financial Ratio BA#5 L &
Current ratio mENt & 1 4.38 5.07 (13.6)
Quick ratio REPLL R 2 3.77 3.90 3.3)
Gearing ratio BBl % 3 0.20 0.17 17.6
Notes: B3
Q)] Current ratio represents current assets divided by current (1) R RERDEERURDEE L
liabilities. o
. 2 Quick ratio represents current assets excluding inventories 2) R RETRREFEEERNZ R EER
divided by current liabilities. AR BE 2L o
3) Gearing ratio represents total liabilities divided by total (3) BELRIEBREERUBEEZ LR -
assets.




MANAGEMENT DISCUSSION
AND ANALYSIS

FINANCIAL REVIEW

For the six months ended 30 June 2009, the electronic
components industry was hard hit by the global
economic crisis and the operating environment for
Kwang sung Electronics H.K. Co. Limited and its
subsidiaries (the “Group”) became extremely
challenging. As a result of spending cuts by consumers
and delayed purchases by customers, there was a
decline in our business during the period under review.
The Group recorded a turnover of HK$263,514,000,
representing a decrease of 32.8% against the
corresponding period of last year.

During the period under review, the raw material cost
was stable. However, provision on slow moving inventory
and the percentage of factory overhead to sales
increased markedly as a result of reduced sales and
orders. Thus, gross profit margin dropped to 8.9% as
compared with 13.6% for the corresponding period of
last year, and gross profit of the Group also decreased
to HK$23,509,000 accordingly, representing a drop of
55.8% as compared with the corresponding period of
last year.

Excluding a profit of HK$539,000 arising from fair value
change on derivative financial liabilities, the Group
recorded other revenue of HK$1,912,000, a decrease of
15.7% when compared with the corresponding period
of last year. The decrease was mainly due to the net
effect of a decrease in bank interest income by
HK$1,413,000 and a gain on disposal of fixed assets of
HK$799,000 during the period under review.

Operating expenses decreased by 29.7% to
HK$34,836,000 from HK$49,555,000 in corresponding
period of last year. The decrease mainly reflected our
efforts to implement various effective measures on costs
control and streamline our research and development
operation in Korea.

TEZNFPHRE AEETFEEERAA

BEIEER RN

B %5 B R
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During the period under review, the Group recorded a
net reversal of income tax expenses of HK$56,000. This
was mainly attributable to the net effect of reversal of
deferred tax expenses of HK$418,000 and the provision
for the People’s Republic of China (the “PRC") corporate
income tax of HK$436,000.

Taking into account the aforementioned, the Group
recorded a loss after taxation attributable to owners of
the parent of HK$8,680,000 for the six months ended
30 June 2009, comparing with a profit after taxation
attributable to owners of the parent of HK$4,809,000
recorded for the corresponding period of last year. Basic
loss per share was HK2.72 cents (Six months ended
30 June 2008: basic earnings per share were HK1.53
cents).

Financial Condition, Liquidity and
Financial Resources

The Group generally finances its operations with internally
generated cash flow. As at 30 June 2009, the Group
recorded cash and bank balances of HK$166,737,000 and
net current assets of HK$269,212,000. Shareholders’ funds
totaled HK$352,753,000 as at 30 June 2009.

As at 30 June 2009, the Group’s current ratio, being the
ratio of current assets to current liabilities, was 4.38,
and the gearing ratio, being the ratio of total liabilities
to total assets, was 0.20.

Foreign Exchange Exposure, Hedging
and Off Balance Sheet Financial
Instruments

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

REEHIR - ANEEESHE TSGR
#156,00078 7T ° Lt T i A J8 B AE AR IR 2
R 2 418,000 TR T EARAME
(T B 1 25 P15 352 1 H 1 #436,00078
T o
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THIENEA SIS R RHEA ARIEBRDIE
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AIEA ARG BR B 1% 4 44,809,000 7T ©
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i) -

MBERL - RBEERMBER

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

Investment Activities

During the six months ended 30 June 2009, Kwang Sung
Electronics H.K. Co. Limited (the “Company”) acquired
59.5% of equity interests of Brocoli Co., Ltd. (“Brocoli”)
at consideration of HK$10,300,000. On 4 September
2009, the Company further acquired 10.2% of equity
interests of Brocoli to 69.7% at consideration of
HK$1,264,000.

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

Charges on Assets

As at 30 June 2009, the Group had banking facilities of
HK$131,043,000 without any pledge of assets.

Contingent Liabilities

The Group did not have any significant contingent
liabilities as at 30 June 2009.

Employees and Remuneration Policy

As at 30 June 2009, the Group had about 1,318
employees, including 30 based in Hong Kong, 1,199 in
the PRC, and 89 in Korea.

For the six months ended 30 June 2009, staff costs
decreased by 20.5% from HK$46,478,000 for the
corresponding period of last year to HK$36,957,000.
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Employees are remunerated according to their individual
performance, working experience and market
conditions. In addition to basic salaries and retirement
schemes, staff benefits include medical coverage,
discretionary share options and performance bonuses.

BUSINESS REVIEW
Composite Components Business

During the period under review, composite components
business remained as the Group's major revenue
source and accounted for 72.9% of the Group'’s total
turnover. Turnover from the segment amounted to
HK$192,021,000, representing a decrease of 35.5% as
compared with HK$297,518,000 for the corresponding
period of last year, reflecting a weak demand for
consumer electronic products in the economic
downturn.

During the period under review, sales growth of the
Group’s major products, namely the tuner modules for
home audios and car audios, decreased by 25.1% and
32.7% respectively, recording turnover of HK$89,833,000
and HK$43,690,000 for the period respectively. These
traditional products suffer more from the changes in
economic situation and consumer demand. Although
sales of the Group were seriously hit by the economic
downturn and the decline of consumer demand during
the period under review, the Group was still able to
maintain its overall market share. The Group expects to
tap into the demand for essential consumer products
when the market starts to recover in the near future.

The Group's wireless solutions include wireless speaker
systems, which recorded a turnover of HK$33,754,000,
representing a drop of 49.4% as compared with the
corresponding period of last year. The drop was due to
the failure to secure orders from one of the major
customers for this product and the Group'’s failure to
market its own product models under the shrunken
business environment during the period under review.

AEEEENHE2BIRERRE - TIEK
BLTRETE - BREAHSRRARE - B
TRATeEEEETS - BEBRERRE
TE4L ©

X OE
BETHRTE

REEER - A THEBEEAANEER
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72.9% ° L EFH) & 5 /5192,021,0005%8
TL o A FRIEIM297,518,000/8 0 T
35.5% @ REAHETRIEN TEEETESR
BT I5 SRR 55 -
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BEAMBEEERNAEBEHAD BT &%
25.1%%32.7% * BRI D RIEE1S & X 58
89,833,000/ 7T %.43,690,0005 7T © 15 L E
FEMBIXICBEBERAREEE T KNS
BT E  BEAEEMNEENEEIRNZ
BB ROE B E BRI BRETE
EAREBEDEERFEETMISMNEE - NEEH
BEMISEIRARER IR - IRRE%
THBERHNER -

AEBRESHEATREIEEGEEERR
$%15 % 3£ 50 33,754,000/ 7+ BEAFRIET
K49.4% - THREZ R HANEEFERALE
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BAEERGENEHERRE THELER
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The Group's digital products were mainly sold to
customers in Korea, including small end-product
manufacturers. During the period under review, as these
manufacturers were seriously affected by the global
economic downturn, the sales of tuner modules for
digital multimedia broadcasting (“DMB") and digital audio
broadcasting (“DAB") of the Group dropped by 61.1% to
HK$8,625,000 as compared with the corresponding
period of last year. Taking into account that the demand
for DMB products is limited in Korea and DMB standard
has yet to be adopted by other countries, the Group
redeployed its research and development resources for
digital tuner business with DAB loading products that
have a better outlook for the Group's future digital tuner
business. In addition, as digital tuner modules for DAB
are applicable in different types of hand-held products,
the Group worked closely with OEM (original equipment
manufacturer) customers in Hong Kong and the PRC
during the period to boost sales of the products.

The sales of new products such as global positioning
system (“GPS") engines and tuner modules for hybrid
digital radio ("HD Radio”) amounted to HK$4,058,000 and
HK$3,593,000 respectively, representing an increase of
139.8% and 19.8% as compared with the corresponding
period of last year. Although the contributions from GPS
engines and HD Radio were relatively insignificant in the
period under review, the Group considered there would
be high potential in the products in exploring more
applications in the future.

Unit Electronic Components Business

For the six months ended 30 June 2009, turnover from
unit electronic components business reached
HK$71,493,000, representing a decline of 24.5% as
compared with HK$94,706,000 for the corresponding
period of last year.
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PROSPECTS

Entering the second half of the year, the global economy
has started to show signs of recovery and the public
generally believed that the market started to recover
from the bottom. However, as it takes time for
consumer’s spending power to restore, it is expected
that the demand in the market will shift to lower cost
products, hence, it is still extremely challenging for the
traditional electronic components industry in the second
half of the year. In view of the orders on hand, the Group
expects to perform better, though not a full recovery, in
the second half of the year comparing with the first half.
Although there will still be hurdles to overcome in the
near future, the Group remains confident of the long
term growth of the industry.

To boost its strengths, the Group will sharpen its edges
over its competitors by minimising unnecessary
expenditure and managing cash flow. Moreover, it will
also redeploy research and development resources to
support products with high potential and identify
possible business opportunities with its business
partners with the aims of diversifying its product
portfolio and exploring more income sources.

Recently, the Group acquired four technology patents
and majority shareholdings of Brocoli which specializes
in developing and manufacturing an innovative flat
flexible cable product, namely WireTape™, which was
designed to solve the problems of having multiple
connecting wires at home, in the office or in automobiles.
Brocoli became a subsidiary of the Group in April of this
year after the Group invested a total of approximately
HK$10,300,000 to acquire 59.5% interest in Brocoli; while
the Company further invested HK$1,264,000 to increase
its shareholdings in Brocoli to 69.7% in early September.

=z
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Brocolify KEE 5 #25 » AR EFIRAEM
4 E A R E MWireTape™ » HERA R
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Subsequent to the acquisition of the patents and Brocoli,
the Group also developed a new WireTape™ product to
replace the existing HDMI (High-Definition Multimedia
Interface) cables for the electronics industry. The Group
is currently working with potential customers from
construction and electronics industries as well as the
wire and cable industry to market and apply this light-
weight flat cable. The Group will make efforts in
marketing to stimulate the demand for the product and
setting up factories for mass production to satisfy the
anticipated strong demand for the product. The Group
will also ensure the compliance with the required
technology standard by its products and the high quality
of its output which will be delivered to customers all
over the world through various sales channels and
networks.

In addition, the Group plans to expand its business scope
to cover automobile electronics. In this regard, it will
work with automobile manufacturers in Korea. As we
had established business relations with such
manufacturers, they confirmed that our quality
standards have met their requirements. The Group will
expand its electronic components business from tuner
modules for car audios to cover various types of
automobile electronic components, such as wireless
modules for automatic toll pass which is named Hi-Pass
that is used in Korea, antenna modules for automobiles,
and other complex modules combined with GPS, DMB
and DAB functions.

INVESTOR RELATIONS

The Group values its relationship with investors and is
committed to maintaining transparency of its
management philosophy, operational performance and
strategic development plans. During the period under
review, the Group arranged meetings with fund
managers and analysts to share and exchange opinions.
The Company also made timely publication in order to
ensure that latest information, including interim reports,
annual reports, announcements, press releases and
other corporate updates, are contained in its website
(www.kse.com.hk).

TEZNFPHRE AEETFEEERAA
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In February 2009, the Company announced its
restoration of public float rate of not less than 25% after
the transfers of 33,118,000 shares of the Company from
a controlling shareholder to public shareholders. Since
then, based on the information that is publicly available
to the Company and within the knowledge of the
directors of the Company, the Company keeps
maintaining the prescribed public float under the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) up
to the date of this interim report.

CORPORATE SOCIAL RESPONSIBILITY

As a caring company, the Group has been active in
fulfilling its corporate social responsibility by acting in
the interest of all stakeholders of the Company and the
society and contributing to the industry and other
aspects, including employee’s health and welfare,
environmental protection and betterment of the
community.

During the period under review, the Group made a
substantial investment in research and development and
internal quality control to ensure the continuous delivery
of quality and reliable products to customers. The
Company also complied with various standards: (1) ISO/
TS 16949:2002 on the design and manufacture of Car
Tuner and (2) ISO 9001:2000 on the production and
servicing of electronic products, namely transformers,
intermediate frequency transformers, antennas, filters,
coils, coil inductors, electrical meters, tuners, tuner
modules, wireless modules, switching mode power
supplies, digital tuner modules for DAB and digital
amplifiers.

Caring about the health and work safety of its staff, the
Group maintains appropriate safety systems and
measures to minimise the exposure to potentially
harmful materials or poor working conditions for our
staff. The Group also ensures employees with equal
opportunities, thus it strives to provide a fair working
environment to employees and does not tolerate any
form of harassment or discrimination in respect of
employment and occupation. It also provides adequate
training to all management personnel and employees
and arranges regular health checks for all employees to
ensure their good health and productivity.

RZZENFE R ARTEMR—RER
PR ER 7] 2% 3 i SR 84 7533,118,000 A A8 2 AL
g EARFRECEEETD25% °
BUbbAR - RIBARRAIRFERN 2 EH &
RARREEMA  BEATHREEAR
b ARR—ERERERNBERARZME
RARRES EMARA ([ ETRA 2KHR

BIERE KT o

tRHAEER

IR-XEBELENEE - AEEEERME
TREHSEE  HEARFMANZEARE
EMHE NG RITEREMEBBIET
RN BRRENRELSERMT
HEf -

REIEER - AEBRSRERFFR - FE
MANESERET  URRTEEEELD A 5%
ZEMTEER RARNFAZIEEZE
(1) ISO/TS 16949:20027 /R B U & ik 49 &% &t
ELYE K (2) 1SO 9001:20007 & F 7 B A &
kRS - BIEZEE - FH - K& BE
% IRE ERE CETEEX 2588 W
FiR - BTG - FEERR - B EE
s M EIE ) BRRES o

AEE-METEENEERIERZE B
REBENLZERGRER  WRERER
BECASMEIENESRELIE - K%
ERRSERDZE SRS  RETIRHK
RFHTIERSE - BB ARERERBE
EREAREREARITR - AEE TG RA
BFERABNEERERMEI - A2EE
BRpbE R BERMMAETFE LERT
BAEEN -



During the period under review, the Company also
devoted itself for the betterment of the environment and
community. It made donations to charities to help the
needy, complied with the requirements on
environmental management system for its production
activities of electronic products under ISO 14001:2004,
and continued to make sure that its products comply
with the environmental protection guidelines issued by
the European Union, including the Directive on the
Restriction of the use of certain Hazardous Substances
in Electrical Equipment (“RoHS") for manufacturing
activities. All products manufactured by the Group are
lead-free and are in compliance with RoOHS.

TEZNFPHRE AEETFEEERAA

REEEA - KRR ARERFEM
& BGREHEDATENAL  RETE
mmAEEES A E/FEI1S0 140012004 R 5 &
BRANSE  TRHEBERRELNEBRER
RIS REHRAERFHALEERETH
BRREAELEEMEIES ([ROHS])
RIIRIE - AEBAEENBEMI TSI
B2 & ROHS °
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DISCLOSURE OF INTERESTS AND
OTHER INFORMATION

DISCLOSURE OF INTERESTS

Directors' and Chief Executive's
Interests and Short Positions

As at 30 June 2009, the interests and short positions of
the directors and chief executive of the Company in the
shares, underlying shares and debentures of the
Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance ("SFO")) as recorded in the register required
to be kept under Section 352 of the SFO or as otherwise
notified to the Company and The Stock Exchange of
Hong Kong Limited (the "Stock Exchange") pursuant to
the Model Code for Securities Transactions by Directors
of Listed Issuers (the "Model Code") (collectively
"discloseable interests") were as follows:

(@) Interests in Issued Shares of the
Company

EaHEREMER
B

EERITHABRZEARKA

RZZEZNFRNAZTAH - BRESHLRHE
1&BIE352EA T BT ECMATE - iR
BLEMARZESRITELAR HHITESTE
Uﬁ¢#ﬂnm$ ARBEHARSME
AR (R 1B 2 A3 - AR A RITERR
%%&ﬂﬁ%ﬁm$ A) Sk ] H ABH A
(EERFBHFLBAEEIEXVED) 2K
HEAR D REEFTHEE 2 ERIOAE (518
[BETHBEE=)DET :

(@) FLRAESBITRHESR

ordinary shares of HK$0.1 each

BREEIIEBTZLER

Interest of Total % of
Beneficial controlled number of total
owner corporation shares held issued shares
Name of director B4 ZREER BEZ HEBTRS
EEHA BEA ZH#H B 48 8 HWEHED
Mr. Yang Jai Sung 114,582,000 59,500,000 174,082,000 53.75%
2EELE (note 1)
(BI=E 1)
Note: B 5 -

(1) Mr. Yang Jai Sung and his relatives are approximately
interested in 79.5% of the issued share capital of Kwang Sung
Electronics Co., Ltd. ("Kwang Sung Korea") and therefore Mr.
Yang Jai Sung is deemed or taken to be interested in these
ordinary shares which are beneficially owned by Kwang Sung
Korea for the purpose of the SFO.

(1) ARREERERERBHEERASHNE
BF ([HEXE]) BBITRARZH79.5%%
@ BERES RBERSITNE - REE%
E%BZ%E?%W%EZ  REERBEAEERHEAL
AR 2 A o

ZELB



(b) Interests in Underlying Shares of
the Company

The director and/or the chief executive of the
Company have been granted options under the
Company's share option scheme, details of which
are set out in the section "Share Option Scheme"
below.

Save as disclosed above, as at 30 June 2009, none of
the directors and/or the chief executive of the Company,
or their respective associates had any other discloseable
interests as required.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 16
June 2003 whereby the directors of the Company are
authorised, at their discretion, to invite employees,
directors, consultants or advisors of the Group, to take
up options to subscribe for shares of the Company. The
purpose of this scheme is to provide incentives and
rewards to employees and eligible persons for their
contributions to the Group. The share option scheme
shall be valid and effective for a period of ten years
ending on 15 June 2013, after which no further options
can be granted. The exercise price of each share option
is the highest of (i) the nominal value of the shares; (ii)
the closing price of the shares on the Stock Exchange
on the date of grant; and (iii) the average closing price
of the shares on the Stock Exchange for the five business
days immediately preceding the date of grant. The
options are exercisable progressively between one to
three years from the date of grant and will expire at the
end of a period to be notified by the Board of Directors
(the "Board”) to each option holder upon the grant of
option, and in any event, such period shall not exceed
ten years from the date of grant.

TEZNFPHRE AEETFEEERAA

(b) ARHEEARMDER

READRZ BRERS > RAAEZ
FERAITRERBER TER
- BRFEEN T XX B E 3

— 8o

BEXBBESN  RCBBAEAAST
A BEAREZEER RATHARAE
25 ABEALEEEARMATREL
W -

BB St &

ARABRZZBR=FATNARA—EH
WRHEETE) - Rk - ARB 2 ERERENE
RAALBEZEE  EF BHRENEAARL
EMARBARBRN 2 EBIEZ 24 - 7
BEERRANKEEEHERZERREER
ALRHEEE KRB - BB BN EE
ZE-=FRATRALTFER-ERRR
B RS NSER D EAERE - 50
BREZTEERTIZHEZESE ()
2 HME ¢ ()RR B HIR O 7O 52 P 2 W
mE RINAEXRRHASREZEXR
B An TR Z2 P 2 AU T B  BEAHE F] iR
HBESRET —FE=FRELTE - TR
g ([EFg) ROBRERMBASE
PR A A 2 BT IR R s I
HEZE B AR AR T4 -
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The maximum number of shares which may be issued
upon the exercise of all outstanding options granted and
yet to be exercised under the share option scheme shall
not exceed 30% of the issued share capital of the
Company from time to time. Subject always to the above
overall limit, the directors may grant options under the
share option scheme, generally and without further
authority, in respect of such number of shares which
may be issued upon exercise of all options to be granted
under the share option scheme not exceeding 10% of
the issued share capital of the Company as at 18 May
2005, being the date passing the resolution regarding
the refreshment of general limit of options. For the
purpose of calculating the above, options lapsed in
accordance with the share option scheme shall not be
counted.

The total number of ordinary shares available for issue
under the share option scheme as at 30 June 2009 was
31,330,000 shares which represented 9.67% of the
issued share capital of the Company at 30 June 2009. In
respect of the maximum entitlement of each participant
under the scheme, the total number of ordinary shares
issued and to be issued upon exercise of the options
granted to each participant (including exercised,
cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the Company's ordinary
shares in issue, unless approved by the shareholders in
general meeting.

At the beginning of the review period, a certain director
held the following interests in options to subscribe for
shares of the Company granted at nominal consideration
under the share option scheme of the Company (market
value per share at 30 June 2009: HK$0.475). The options
are unlisted. Each share option gives the option holder
the right to subscribe for one ordinary share of HK$0.1
each of the Company. During the review period, the said
share options lapsed at expiry, and as at 30 June 2009,
there was no share option of the Company being
outstanding.

RITREPRARIBE R BT R ERTTEE
BRERTRETZRNEHBERSZ TSR
BARB KD EITRAZI0% - £ —HE
SALRREZERT EEEAUE RN
RABAEE - SREER TR OBRE - R
BB B RRTTER BB B Z TG
BRIER PR RTZIRE - ETEBA AR
RZZEZRERA+TN\B ENEHERE—
RIBBZORERBBZBM CBTRAZ
10% - BiEtE L BEmE - RiEER
RERT BT R 2 BRAE R N ERTE 2T -

MREZZAFRA=TH - BREEI T
HE1T 2 H B AR R A31,330,0008 B fn
HER -ZENAFRA=THARABH#T
BARZ29.67% - AELLEERETE T ZE
BLERME - AMEM+ @A BARERTT6E
BYREZBRE (RIECITE - EHERH
RITEE 2 BEAHE) AT M BT RS B1T 2
TBRAAR - NMSEBAARDEITEBRR
Z1% » MERERRR A AR IR R E LHAEE AlE

Al -

REERBEARRBRETZUREANRE
R HRBARR D 2 BRE - REE
HRRE - ERAU TR R-2TNF
NAZTHERME : 047587T) - BRE
Wik L o SOBRERTRERESE AR
NRBARBESREECVETZ EBR—
M o DEEHIR - PR EBAAEIS C BRIk
B MRZBEAFRA=ZTH  ARFL
R ORTT I 2 BR AR -



No. of share options

TEZNFPHRE AEETFEEERAA

(note 3)
ERiE%E
3
Outstanding Market
Outstanding on as of 30 June value per
1 January 2009 Exercised Lapsed 2009 Option  Exercise  share at
[t during during RZFEAE Dateof  exercise price date of grant
Category or name of participant -A-B theperiod theperiod AA=tH grant period  pershare  REHAH
SREENARS HATE O BRGE  BABXY  miAE  RUAR BREGED SRAEE  <BRAE
HKS HKS
AT AT
Executive director
4nES
Mr. Woo Nam Jin 1,000,000 - 1,000,000 - 6May2004 1May2005t0 1,600 163
ERYRE (note 4 STTNE 30 A 2009
iR BANA  CEERfF
TA-A%
“ZENE
RAZ1H
Notes: F5E
(1) The options granted to the director are registered under the (1) BRYIEEZHEREIUNESE2HEREL M
name of the director who is also the beneficial owner. HITAEEBA °
2) The maximum percentage of the share options being 2) REBRESBREN FITEZERE D LN
exercisable is determined in stages as follows: T
On or after 1st year anniversary 30% R—AFEB%K% 30%
On or after 2nd year anniversary another 30% RREFE L& 5 5N30%
On or after 3rd year anniversary another 40% REZAFEBH% F5N0%
(3) Number of share options refers to the number of underlying (3) ARSI B IR AR ST & T RS AR S R 2 K
shares in the Company covered by the options under the ARBHEROEE -
share option scheme.
(4) 1,000,000 share options held by an executive director (4) —BHITES + H¥EA 2 1,000,00017 i A% 4E

automatically lapsed on 1 May 2009.

ER-ZETAFRA-—BBEPEK -
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SUBSTANTIAL SHAREHOLDERS' FERBRREMATRESG
AND OTHER PERSONS' INTERESTS BEARNZBERKRS
AND SHORT POSITIONS IN

SHARES AND UNDERLYING

SHARES

As at 30 June 2009, the following persons (other than HER-_ZEZNFNA=1H BARAEZE
the directors or chief executive of the Company) had BRITHRBESI » THATRARRZED
interests or short positions in the shares and underlying KIERARR D+ B AR RIREFSMEE
shares of the Company as recorded in the register  {&#I5 336178 T 177 2 B Atk B
required to be kept by the Company under Section 336 MERRNBZERIARBEWAT

of the SFO or as otherwise notified to the Company were

as follows:
Ordinary shares of HK$0.1 each
BREEABTZLER
No. of ordinary % of the issued
shares held Nature of share capital
Substantial shareholders BBz interest/Capacity HEETHRG
TERE LEReA EHEHEE 5 HEAL
Madam Kang Mi Young (note 1) 174,082,000 Interest of spouse 53.75%
ZERELL (1) o8 e
Kwang Sung Electronics Co., Ltd. 59,500,000 Beneficial owner 18.37%
KABHAEE EmEAA
Mr. Kent C. McCarthy 42,012,000 Interest of controlled 12.97%
("Mr. McCarthy") (note 2) corporations
(IMcCarthyse 4 1) (Fif5E 2) SR
EE
Jayhawk China JPM Liquidating 25,843,747 Beneficial owner/ 7.98%
Fund, L.P. Investment manager
(“Jayhawk JPM") EnBEEAN/
([Jayhawk JPM]) KELIE



Notes:

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

(2) Mr. McCarthy is deemed or taken to be interested in these
ordinary shares through his indirect 100% control in Jayhawk
JPM and other four funds. These interests were partly
duplicated by those beneficially owned by Jayhawk JPM.

Save as disclosed above, no other interests required to
be recorded in the register kept under Section 336 of
the SFO have been notified to the Company.

OTHER INFORMATION
Interim Dividend

The Board of the Company do not recommend the
payment of an interim dividend for the six months ended
30 June 2009 (Six months ended 30 June 2008: HKO.5
cents per share).

Code on Corporate Governance
Practices

The Company is committed to achieving high standards
of corporate governance so as to ensure better
transparency and protection of shareholders’ interest.
The Company has complied with the code provisions of
the Code on Corporate Governance Practices in
Appendix 14 of the Listing Rules throughout the six
months ended 30 June 2009.

Model Code for Securities
Transactions by Directors

The Company, having made specific enquiries, confirms
that during the six months ended 30 June 2009, all
directors complied with the Model Code set out in
Appendix 10 to the Listing Rules. The relevant employees
who, because of their office in the Company, are likely
to be in possession of unpublished price sensitive
information, have been requested to comply with the
provisions of the Model Code.

TEZNFPHRE AEETFEEERAA

GEX

(1) EXRLULARGEEREZET  REFK
HERGITME  BERARARERLER
BRAIWRAREERGZZZS L AR
%o

2) McCarthy %t 4 335 i 1 74 Jayhawk JPM f& E 4th /0
TEE & R 2 100% ) 5 4% 64 1 5 1R A
REBBEZE LT AR S - ZEWHIH
8 Jayhawk IPME &5 B 2 %8 [ — L g
%o

B EXAREESN - ARABLESTA HA
7 B RLER A R R E 7 KB 1R B 2 3361517
BZERMAZESR -

H it & #
TR S
ARFEFETRBENBE-TBAES

A=tHLEAEATHRE BE-ZZTN
FRNA=ZTAHENER : FROSEA) -

41

%

m

aER T

ARB—MAEETEEZEEER @ R
BEAEMRERRERNG -HE-ZT
NERNA=ZTRIEANBEASRER - ARFE
By EmAR RIS AR (R E IR E R T
I & <7 B 3T

ERETHRSRHRETH

ARBRARENRER  BIL-—TTNF
NAZTHIEXNEAR - REESHEES
EHRBME0FME 2 RETR - MaxE
AREAR R R Z BTG 0 ] AL A R R F(EM
BRENZARESR  CDREBFE TR
REESTA ©
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Purchase, Sale or Redemption of the
Company’s Listed Securities

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company's
listed securities during the six months ended 30 June
2009.

Review of Accounts

The Audit Committee of the Company has reviewed with
the management and the Company’s auditors the
accounting principles and practices adopted by the
Group and discussed auditing, financial reporting
process and internal control matters including a review
of the unaudited interim financial information for the
six months ended 30 June 2009.

Publication of the Interim Results
Announcement and Interim Report

The interim results announcement has been published
on the websites of the Company (www.kse.com.hk)
and the Stock Exchange (www.hkex.com.hk), and the
interim report is available at the said websites and
despatched to shareholders of the Company in this late
September.

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

Hong Kong, 18 September 2009

BE - HESEEARQA L #
2

HE_ZTZNFRA=ZTHIEREAR K
RAREAEMBRRGEES - HEXE
AR BER LHES

REEH

ARABBERZEGCHERERARRZH
EhERASE KA Z SRt RARER - LE
WEE - MIERIREFRANEREEE - 8
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ZAREEZT R IEER -

FIERHRAAERPHBRSE

FHEBRQAEERARQRA Z B
(www.kse.com.hk) K B 2 Bt 2 43 uh
(www.hkex.com.hk) T o 1 Bi¥R 25 IR AR
NAKRE Fatf8us )% - WHEFARQFR
= o

AEEGD
HITEFERTHAAE
REE

g —ETAFAA+TNR



INDEPENDENT REVIEW REPORT

a L3
4%%0 SHINEWING (HK) CPA Limited
16/F., United Centre
Shine‘ZO[nﬁ

95 Queensway, Hong Kong

To the Board of Directors of
Kwang Sung Electronics H.K. Co. Limited
(incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the interim financial information set
out on pages 25 to 60, which comprises the condensed
consolidated statement of financial position of Kwang
Sung Electronics H.K. Co. Limited (the "Company”) and
its subsidiaries as of 30 June 2009 and the related
condensed consolidated income statement, condensed
consolidated statement of comprehensive income,
condensed consolidated statement of changes in equity
and condensed consolidated statement of cash flows
for the six-month period then ended and certain
explanatory notes. The Main Board Listing Rules
governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in
compliance with the relevant provisions thereof and
Hong Kong Accounting Standard (“HKAS") 34 “Interim
Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants. The directors of the
Company are responsible for the preparation and
presentation of this interim financial information in
accordance with HKAS 34. Our responsibility is to
express a conclusion on this interim financial
information based on our review, and to report our
conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of
this report.

TEZNFPHRE AEETFEEERAA

BIBEFRE

BAEETFEFRARAAZ
BExg
(REEBEMALZ HFRAA])

5l

AAZBE (A THREIRM]) EEH B85
COEMBHKEETEBARAA (EA
7)) REMBA T2 PP AR - K e
ER-BBNFAAS A2 MRRAIT
R - AR A LB A H 4R B9
HABES  BRRAREKEE  BEE
AMFEDEREBEARLRER - RE
{HIEEARRE - BETEHARSHARAT
AR EMARMERA FRRAR Y
IR R R BB R A AR 2
ERGIORAIBUR [ PHBRE] 2B
ERUP S BEN 2 B - RATNEER
1R B G AR BB IE R R 2 A
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SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention
that causes us to believe that the interim financial
information is not prepared, in all material respects, in
accordance with HKAS 34.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Chan wing Kit

Practising certificate number: P03224

Hong Kong
18 September 2009
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CONDENSED CONSOLIDATED HRGEERER
INCOME STATEMENT
for the six months ended 30 June 2009 HE-_ZZNFA=THLEHEA

Six months ended 30 June
BEANA=+HLEAHEA

2009 2008
—EFEAE —ZEENF
Notes HK$°000 HK$'000
B 5 F#ET FHEIT
(Unaudited) (Unaudited)
(REEEZ) (RiEEZ)
Turnover sEH 3 263,514 392,224
Cost of sales HEM AR (240,005) (339,094)
Gross profit EF 23,509 53,130
Other revenue H Wz 1,912 2,268
Fair value change on TEemaEs
derivative financial liabilities X7 E{EE 539 -
Selling and distribution HE R #HMAX
expenses (9,223) (12,133)
Administrative expenses THRE (7,885) (8,297)
Research and development EEr
expenses (14,998) (21,375)
Other operating expenses HEfg s (2,730) (7,750)
(Loss) profit before taxation & a7 (B518) &7 5 (8,876) 5,843
Taxation g 6 56 (1,034)
(Loss) profit for the period Hif (&18) & 7 (8,820) 4,809
Attributable to: FEAG -
Owners of the parent [SUNSIEZF-DN (8,680) 4,809
Minority interests DHAR R E (140) -
(8,820) 4,809
(Loss) earnings per share SBk (Bi8) &7 8
HK cents HK cents
A &L
- Basic, for (loss) profit for -EXR - H§AF
the period attributable to TERERA
ordinary owners of the FE 15 HAfE
parent (E518) & 7 (2.72) 1.53
- Diluted, for (loss) profit for - #5§ + & Q7
the period attributable to TEkERA
ordinary owners of FE 15 HARE
the parent (E518) & 7 (2.72) 1.49
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CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE

INCOME

for the six months ended 30 June 2009

HRGEEERER

BE_ZETAFANA=THLENRER

Six months ended 30 June
BEAA=+HIERER

2009 2008
—EENE —EENF
HK$'000 HK$'000
F#ET FHIT
(Unaudited) (Unaudited)
(REBEX) (Ri&EZ)
(Loss) profit for the period HJf (&18) it F (8,820) 4,809
Exchange differences arising R & H N
on translation of foreign MELZER
operations, representing ZE8 - BNEARS
other comprehensive loss HM2HEEE
for the period (1,211) (9,333)
Total comprehensive loss MBI 2 HEEEEHE
for the period (10,031) (4,524)
Attributable to: FE1L :
Owners of the parent [SUNSIEZF-DN (9,891) (4,524)
Minority interests DERR R ER (140) -
(10,031) (4,524)




TEZNFPHRE AEETFEEERAA

CONDENSED CONSOLIDATED ARG EMBFARRAR
STATEMENT OF FINANCIAL
POSITION
as at 30 June 2009 R=FZAFNA=1+H
At At
30 June 31 December
2009 2008
RIETAE RZTTNF
~NAE+H | +=ZA=+—8H
Notes HK$°000 HK$'000
Bt F#T FHIT
(Unaudited) (Audited)
(REEZ) (K& %)
Non-current assets ERBEE
Property, plant and S E =]
equipment &S 9 69,981 75,728
Goodwill EES 17 5,857 -
Intangible assets mEE 10 19,450 -
Club memberships eMeE 651 673
Investments in equity RAFBHKE
securities 11 - -
Other receivables L JE U5 AR K - 616
Deposits for purchase BEWE  HER
of property, plant and Bl P&
equipment 360 967
96,299 77,984
Current assets RBEE
Marketable securities A EES - 7,840
Inventories rE 48,778 81,242
Trade and other receivables  EUE 5 R HABER 12 133,334 108,001
Short term bank deposits RERITIF K 34,824 20,139
Cash and cash equivalents RERBECEEY 131,913 135,553
348,849 352,775
Current liabilities mBAaK
Trade and other payables BN E S REABRTK 13 74,307 64,378
Bank borrowing - due RITIEE—ER
within one year —FREE 14 101 -
Tax payable FE A 18 5,229 5,227
79,637 69,605
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CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL

POSITION (continued)

HRESMBRRAE @

as at 30 June 2009 R-EZEAFNA=1H
At At
30 June 31 December
2009 2008
—_EFNE —ETNF
NA=+H | TZA=+—H
Notes HK$'000 HK$'000
B 5 FHET T
(Unaudited) (Audited)
(REEE#) (i &=%)
Net current assets MEEETE 269,212 283,170
Total assets less BEEAEH
current liabilities mEEE 365,511 361,154
Non-current liabilities ERBERE
Bank borrowing — due after RITEE -BR
one year —FREE 14 126 -
Derivative financial liabilities #7144 /& & 15 7,369 -
Deferred tax liabilities BERIEAR 2,378 2,009
9,873 2,009
Net assets BEEZFE 355,638 359,145
Capital and reserves BAXRRKE
Share capital [ @N 16 32,390 31,536
Reserves i 320,363 327,609
Equity attributable to BRARAHEA
owners of the parent LS 352,753 359,145
Minority interests DHRR R 2,885 -
Total equity WA 355,638 359,145
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CONDENSED CONSOLIDATED HRGEHEERNE
STATEMENT OF CHANGES IN
EQUITY
for the six months ended 30 June 2009 HE_ZTTNFAA=1THLEAEA
Attributable to owners of the parent
BARREARNK
Properties
revaluation Minority
Share Share  Capital  reserve Statutory Exchange Retained interests Total

capital premium  reserve  $EE(  reserve  reserve  profits Total  SEERE  equity
k% RBiEE EAEE e HERE EREE REE @i Ef E&eE
HKS'000  HKS000  HKS'000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS'000  HKS'000
Tér Tér  TEr  TEr T fEx  TEr  fEr  TEr TEn

Forthe six months ended ~ HZZFFNF

30 June 2008 AAZTALAER
At 1 lanuary 2008 WZRENE-A-A

(audited) (27 31,38 53310 5003 14,559 6,489 - BT 30483% - 39483%
Final dividend approved in ANEEERES

respect of the previous RERE

year (note 7 (i) i) - - - - - - s @) - ()
Shares issued under share REERET

option scheme ¥k 178 2611 (483) - - - - 2306 - 2306
Lapse of share options BREXH - - (3.916) - - - 396 - - -
Transfer from deferred tax REERATER - - ) - - -8 - (138)
Total comprefensive {loss) BH2E (BB

income for the period %t - - - - - 9,333) 4809 (4,524) - (4,524)
At30 June 2008 RERENERAZTA

(unaudited) (RE%H) 31,93 55,921 604 13191 6,489 (9333) 288427 38683 - 368
Forthe six months ended ~ EEZFFAE

30 June 2009 ~AZTRLENER
A1 January 2009 RZZENE-A-A

(audited) (57 31,93 55,921 604 10,045 7493 (25193) 278739 359,145 - 39145
Derivative financial liabiities T2 BER

(notes 15 & 16) (H15R16) 854 2,645 - - - - - 349 - 349
Lapse of share options BlREEH - - (604) - - - 604 - - -
Acquisition of & subsidiary YE-RHBLT

(note 17) (K1) - - - - - - - - 3025 3025
Total comprefensive loss BH2EFRLE

for the period - - - - - (1.211) (8,680) (9891) (1400 (10,031)

At 30 June 2009
(ungudited)

58,566 - 1006 7493 (6404 270663 32783 2885 35638
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
for the six months ended 30 June 2009

Six months ended 30 June
BEAA=+HIERER

2009 2008
—EENE —EENF
HK$'000 HK$'000
F#ET FHIT
(Unaudited) (Unaudited)
(REBE%) (Ri&EZ)
Net cash from (used in) KBTS
operating activities e FE 14,778 (25,937)
Net cash used in investing REEBFAZ
activities REFHE (17,556) (1,764)
Net cash used in financing BEITBMAZ
activities BReF5E (25) (2,109)
Net decrease in cash and RERBEeEEY
cash equivalents R (2,803) (29,810)
Effect of foreign exchange ERga) &
rate changes (837) (4,976)
Cash and cash equivalents R—A—BzR&k
at 1 January REEED 135,553 158,910
Cash and cash equivalents RANA=Z+HZBEE R
at 30 June BeEEY 131,913 124,124




NOTES TO THE CONDENSED
CONSOLIDATED INTERIM
FINANCIAL INFORMATION
for the six months ended 30 June 2009

1.

BASIS OF PREPARATION

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

SIGNIFICANT ACCOUNTING
POLICIES

The condensed consolidated interim financial
information has been prepared on the historical
cost convention, except for certain properties and
financial instruments that are measured at
revalued amounts or fair values, as appropriate.

The accounting policies adopted in the
preparation of the condensed consolidated
interim financial information are consistent with
those followed in the preparation of the Group's
annual financial statements for the year ended
31 December 2008 except as described below.

In the current period, the Group has applied, for
the first time, the following new and revised
standards, amendments and interpretations
(“new HKFRSs") issued by the HKICPA which are
effective for the Group's financial year beginning
on 1 January 2009.

SETAERHEE EBFEEARAT 3

%R S P H M 15 B R &

BE_ZEZAFNA=1THIENEA
1. REHRE

REPRET AU BEHERR EH
HRIKT SR 16 MBI 2 BB GRS
WEEFHEEGAMAGEM2EE
SRR FE34R [ ARG 2R

.
E °

2. FTEEFER

ARAGRRERA A HRBA TS B R TR 2 A
REERE  HETHERERTR
REHSERAAEBEGRBERHE)
RSN -

BRI Rt - ARFRRER S IS E
BBz st BOREARE R —
ZENF+-A=+—HILFEZF
BTSSR PR E — B -

FEARBRA - AEEERIRA T i
BEREFMAgRT - BR-ZTN
F— A — B R%Rz &5 AR AR
FIRASMERTHAER - (BR] 2 (At
MO E B BRELER)



32

Kwang Sung Electronics H.K. Co. Limited Interim Report 2009

2. SIGNIFICANT ACCOUNTING
POLICIES (continued)

HKFRSs (Amendments) Improvements to HKFRSS issued
in 2008, except for the
amendments to HKFRS 5
which is effective for annual
periods beginning on or after
1 July 2009

HKFRSs (Amendments) Improvements to HKFRSS 2009 in
relation to the amendment to
paragraph 80 to HKAS 39

HKAS 1 (Revised) Presentation of Financial
Statements
HKAS 23 (Revised) Borrowing Costs

HKAS 32 & 1 Puttable Financial Instruments
(Amendments) and Obligations Arising on
Liquidation
HKFRS 1 & HKAS 27 Cost of an Investment in a
(Amendments) Subsidiary, Jointly Controlled
Entity or Associate

HKFRS 2 (Amendment) Share-based Payment - Vesting
Conditions and Cancellations

HKFRS 7 Financial Instruments:
(Amendments) Disclosures - Improving
Disclosures about Financial
Instruments
HKFRS 8 Operating Segments
HK (IFRIC) - Reassessment of Embedded
Interpretation Derivatives
(“Int") 9 and
HKAS 39
(Amendments)
HK(IFRIC) - Int 13 Customer Loyalty Programmes
HK(IFRIC) - Int 15 Agreements for the Construction

of Real Estate

HK(IFRIC) - Int 16 Hedges of a Net Investment in a
Foreign Operation

2.

FEEFBUR @)
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

The adoption of these new HKFRSs 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 except for the change in presentation
as described below.

“Presentation of Financial
Statements”

HKAS 1 (Revised)

HKAS 1 (Revised) separates owner and non-owner
changes in equity. The statement of changes in
equity includes only details of transactions with
owners, with non-owner changes in equity
presented as a single line. In addition, the standard
introduces the statement of comprehensive
income: it presents all items of recognised income
and expense, either in one single statement, or in
two linked statements. The Group has elected to
present two statements.

HKFRS 8 "Operating Segments”

This standard requires disclosure of information
about the Group’s operating segments and
replaces the requirement to determine primary
(business) and secondary (geographical) reporting
segments of the Group. Adoption of this standard
did not have any effect on the financial position
or performance of the Group. The Group
determined that the operating segments were the
same as the business segments previously
identified under HKAS 14 Segment Reporting.

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

TEZNFPHRE AEETFEEERAA

2.
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2. SIGNIFICANT ACCOUNTING 2. FTEEFHR@®

POLICIES (continued)

HKFRSS (Amendments)  Amendment to HKFRS 5 as part of ERUEHRE HEBUBREER
Improvements to HKFRSS 28| (BETA) ESRMIER - AR
issued in 2008 T \ERAMER

ISR 2 B A R )
—#n!

HKFRSS (Amendments)  Improvements to HKFRSS issued in BERMBERE RITTSNFEARMH

April 20092 28| (BFTA) BEMBRE LMD
B2

HKAS 27 (Revised) consolidated and Separate BRGHEN GERBUMBHRX
Financial Statements’ £27% (1EET)

HKAS 39 (Amendment)  Eligible Hedged Items! BRei RN ABERHWNEAE

£39% (BRIK)

HKFRS 1 (Amendment)  Amendments to HKFRS 1 First- BHUBRE HEBRBREES
time Adoption of Hong Kong A 55155 FIRBERRANES
Financial Reporting Standards - CHES) HBREEN-ER
Additional Exemptions for First- FihERBEINRE I
time Adopters* EHE

HKFRS 1 (Revised) First-time Adoption of HKFRSS' BRUBRE BAEMBERUBRE

ERIZE15 A"
((53)

HKFRS 2 (Amendment) ~ Share-based Payment - Group ERUBEHRE  BROERAR-5ERE
Cash-settled Share-based % BI| 55255 HERMERIR
Payment Transactions (BETA)

HKFRS 3 (Revised) Business Combinations' BRMBRE  EBAH

RERIZE 35
(53)

HK(IFRIC) - Int 17 Distributions of Non-cash Assets Bk (EREE RREADEFREEE'

to Owners' RERE
ZE®)
-REE1HR
HK(IFRIC) - Int 18 Transfers of Assets from Bk (BREE REZFPZEEER
Customers? RERE
ZE®)
—REF18%
1 Effective for annual periods beginning on or after L RZTThFLA—HRAEFHBEZ
1 July 2009. 4F AR AL o
2 Effective for annual periods beginning on or after 2 RZTTNFELA—HK =T —ZF
1 July 2009 or 1 January 2010, as appropriate. —A—B (WiEA) KN ERIRZ FE
HARAE R o

3 Effective for transfers of assets from customers E RZZETNFLA—BHIUERER

received on or after 1 July 2009. FPrEEEBMENR -

4 Effective for annual periods beginning on or after g R-T—TF—A—BRAEHBEZ

1 January 2010. FEHEM AR ©



SIGNIFICANT ACCOUNTING
POLICIES (continued)

The application of HKFRS 3 (Revised) may affect
the accounting for business combination for
which the acquisition date is on or after 1 January
2010. HKAS 27 (Revised) will affect the accounting
treatment for changes in a parent’s ownership
interest in a subsidiary. 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.

TURNOVER AND SEGMENT
INFORMATION

The principal activities of the Group are the
manufacture and sale of electronic components.

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

The Group has adopted HKFRS 8 “Operating
Segments” with effect from 1 January 2009. HKFRS
8 requires operating segments to be identified on
the basis of internal reports about components
of the Group that are regularly reviewed by the
chief operating decision maker in order to allocate
resources to the segments and to assess its
performance. In contrast, the predecessor
standard, HKAS 14 “Segment Reporting”, required
an entity to identify two sets of segments
(business and geographical), using a risks and
rewards approach, with the entity’s “system of
internal financing reporting to key management
personnel” serving only as the starting point for
the identification of such segments.
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TURNOVER AND SEGMENT
INFORMATION (continued)

Under HKAS 14, the Group's primary reporting
segment format was business segment. The
application of HKFRS 8 has not resulted in a
redesignation of the Group's reportable segments
as compared with the primary reportable
segments determined in accordance with HKAS
14. Nor has the adoption of HKFRS 8 changed the
basis of measurement of segment of profit or loss.

The Group determines its operating segments
based on the reports reviewed by the chief
operating decision maker, being the chief
executive officer, for making strategic decisions.
The segments are managed separately as each
business offers different models/types of
products which vary in materials used,
craftsmanship and design and service which
require different production/service information
to formulate different marketing strategies. The
following summary describes the operations in
each of the Group's reportable segments under
HKFRS 8:

Composite components - manufacturing and
sales of composite components

Unit electronic components - manufacturing and
sales of unit electronic components

Kwang Sung Electronics H.K. Co. Limited Interim Report 2009
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TEZNFPHRE AEETFEEERAA

TURNOVER AND SEGMENT 3.
INFORMATION (continued)

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

EEBERERDTHER @

AT BAEEREEHRA . EEE R
FEREB D BMAAIEZ AT -

Turnover Segment (loss) profit
Six months ended Six months ended
30 June 30 June
EL A (B8) &7
BENR=THLAEA BENAZTALEAMERA
2009 2008 2009 2008
k3 —ZEN\E k3 —ZEN\E
HK$'000 HK$'000 HK$'000 HK$'000
Fi#x T Fi#x TR
(Unaudited) (Unaudited) | (Unaudited) | (Unaudited)
(REEH) (REER) (REEH) (REER)
Composite components BaTH 192,021 297,518 (4,018) 6,879
Unit electronic components BUEFH 71,493 94,706 (6,833) (3,304)
Total st 263,514 392,224 (10,851) 3,575
Segment (loss) profit P (B8) &7 (10,851) 3,575
Unallocated other revenue AAMEMYE 1,912 2268
Unallocated other operating AAMEMCEEL
expenses (359) -
Fair value change on derivative ITESRAREL
financial liahilities AREEE 539 -
Amortisation of intangible assets &R EEEH (117) -
(Loss) profit before taxation B (EB) 87 (8,876) 5,843

All of the segment turnover reported above is
from external customers.

Segment (loss)/profit represents (loss)/profit
attributable to each segment without allocation
of other revenue, unallocated other operating
expenses and amortisation of intangible assets.
This is the measure reported to the Group's chief
executive officer for the purposes of resource
allocation and assessment of segment
performance.
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3. TURNOVER AND SEGMENT 3. EXHERERDTHBER @
INFORMATION (continued)
The following is an analysis of the Group’s assets AT AAEBEEERERDFIEZ
by operating segment: DT
At At
30 June 31 December
2009 2008
—EENE —EENF
~NA=+H | t=ZA=+—8
HK$'000 HK$'000
FHET FHIT
(Unaudited) (Audited)
(REBE%) (i &=%)
Composite components BETH 163,004 191,578
Unit electronic components B E T ol 66,768 59,305
Total segment assets DEPEEMLTE 229,772 250,883

4. SEASONALITY OF OPERATIONS 4. BEFTHM

The Group generally experiences higher sales in REB—RRTFFESRSHE
the second half year, due to the increasing B DHEREFPERNEHAME
customer demands during the summer holiday. e Bt - REBR EFFREEZ
As a result, the first half year typically reports Wz R D BHEE BB N LFRE -

lower revenues and segment results for the
Group, than the second half.



5.

TEZNFPHRE AEETFEEERAA

(LOSS) PROFIT BEFORE 5.
TAXATION

BR#LE (B 1R) id F

Six months ended 30 June
BERNA=+HLEAEAR

2009 2008
—ETAE ZTENF
HK$'000 HK$'000
F#ExT FHEIT
(Unaudited) (Unaudited)
(REBEK) (Rig&EZ)
(Loss) profit before taxation is BrBiAT (B518) & A
arrived at after charging/ ek GEA) ¢
(crediting):
Auditors’ remuneration ZE A < 325 496
Allowance (written back of FERE (BERRE)
allowance) for inventories (BEEHEKAR)
(included in cost of sales) 7,226 (1,568)
Amortisation of intangible B EEEHE
assets 117 -
Amortisation of club 2R
memberships 22 22
Cost of inventories recognised BREMAZZ
as an expense * FERA 240,005 339,094
Depreciation of property, W EBEREEZ
plant and equipment e 8,956 9,986
Operating lease rentals in T RIEF 2
respect of land and buildings HEHS 2,444 2,476
Impairment loss on trade EWE SRR
receivables BIEEE 98 3,161
Gain on disposal of property, HEME KRR
plant and equipment A2 W (799) -
Interest income MEWA (699) (2,087)
Reversal of impairment loss FEWE S ERFRE
on trade receivables &5 18 o1 4% (139) -
Net foreign exchange (gain) loss  [& i, (U ss) 538348 (133) 1,153

2 Cost of inventories recognised as an expense
includes amount of approximately HK$7,898,000
(2008: HK$7,741,000) relating to depreciation of
property, plant and equipment and operating lease
rentals in respect of land and buildings, which
amounts are also included in the respective total
amounts disclosed separately above.

BRRBAXZFERABEEEY
¥ BERRBZAER T RET
ZETHEM © 2 FIEXY7,898,00074
TC(ZZZT\EFE : 7,741,000%7T) © I
Bt A Lt BRI H 5 2 & RIBER
A o
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6. TAXATION 6. HIH
Six months ended 30 June
BEXNA=t+HLANER
2009 2008
—EENE —ZEENF
HK$'000 HK$'000
T#ET T
(Unaudited) (Unaudited)
(R EZ) (REER)
Current tax AHPBIE
Hong Kong Profits Tax EBFEH
Provision for the period I HA R B - 433
Over-provision in respect of AAFEBEAT
prior years (74) -
(74) 433
PRC Corporate Income Tax o 1 5 BT 1R
Provision for the period 7K HAfE B 1 425 865
Under-provision in respect NAFEZBETR
of prior years 11 3,037
Tax refund on reinvestment rE—BEMBATZ
of profit derived from a A IR ERBIRE
subsidiary (note (iv)) (Bt 3E(iv)) - (3,268)
436 634
362 1,067
Deferred tax BEEHE
Origination and reversal of TRHERY
temporary differences B4 R0 (418) 161
Effect on deferred tax R—A—RIEERIE
balances at 1 January HREgmnggs
resulting from a change TR
in tax rate - (194)
(418) (33
(56) 1,034




6. TAXATION (continued)

()

Hong Kong Profits Tax is calculated at 16.5%
of the estimated assessable profits for the
six months ended 30 June 2009 and 2008.
No provision for Hong Kong Profits Tax is
made for the six months ended 30 June
2009 as the Group did not have any
assessable profits.

Provision for PRC Corporate Income Tax for
Shenzhen Kwang Sung Electronics Co., Ltd.
(“Shenzhen Kwang Sung"”) and Kwang Sung
Electronics Trading (Shenzhen) Co., Ltd. is
calculated at 20% (2008: 18%) and 25%
(2008: 25%) of estimated assessable profits
for the periods, respectively.

The Korea Branch operated in Korea is
subject to corporate income tax at a rate
of 12.1% (2008: 12.1%). No provision for
taxation has been made for the six months
ended 30 June 2009 and 2008 as the tax
losses brought forward from prior years
exceed the estimated assessable profits for
both periods.

Brocoli, a newly acquired subsidiary
operated in Korea, is subject to corporate
income tax at a rate of 12.1%. No provision
for taxation has been made for the six
months ended 30 June 2009 as the
subsidiary did not have any assessable
profits.

TEZNFPHRE AEETFEEERAA
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6. TAXATION (continued)

(i)

The Company carries out manufacturing
activities in the PRC through its subsidiary,
Shenzhen Kwang Sung and under the terms
of a processing agreement with a third
party factory, and has substantial
involvement in these manufacturing
activities undertaken in the PRC. The profits
earned are thus considered to be partly
arising and derived from the manufacturing
activities carried out in the PRC and partly
from other activities performed in Hong
Kong. Accordingly, the Company claimed a
50:50 offshore concession in respect of
Hong Kong Profits Tax which had been
agreed with the Hong Kong Inland Revenue
Department (the “HKIRD") in the year of
assessment 1999/2000.

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

6.
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6. TAXATION (continued)

(in

(i)

(Continued)

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

Since the Group's operation has remained
unchanged since 1999/2000, the directors
consider that the Company should have
valid grounds to pursue the 50:50 offshore
concession claims. Therefore, no provision
has been made for the additional
assessments or for any other additional tax
liabilities for the years under enquiry. The
amounts paid in relation to the additional
assessments are recorded as other
receivables in the interim financial
information.

The scope and outcome of the claims
cannot be readily ascertained at this stage.
The directors of the Company believe that
no significant amount of additional profits
tax will be payable and no provision for
additional Hong Kong Profits Tax is therefore
necessary.

In September 2007, the Shenzhen Local Tax
Bureau enquired the related party
transactions and transfer pricing policy of
Shenzhen Kwang Sung for the five years
from 1 January 2002 to 31 December 2006.
Shenzhen Kwang Sung had submitted the
requested information to the Shenzhen
Local Tax Bureau and estimated that an
additional income tax payable of
HK$1,408,000 in respect of the enquiries
was required. Full provision for the
estimated additional income tax payable of
HK$1,408,000 was fully provided in that
year.

TEZNFPHRE AEETFEEERAA

(i (&

RZZTNF=R ' BEMB
%*Hj 5 —f FINETFL A
/e S S S
E%Hj*ﬁﬁﬁiuo.soﬁﬁfi%’éﬁ
Z%EQI\E%)% 424,000/ 7T © 2N
AR =TT NFN A HZE
HNEERRBR R ¥ - WanBR SR
BREXKBEERHF 4
6,424,000/ 7T ©

MAAREEE - ANA/ =
ERFUR 2 EBHFTE
BESRRARARAERS
HREZ50:508E =A% © Et - I
ERRRINT R A EAE RHE
MFE 2 EFMEMERIEE
BIEH A - Rt B BE
FA - BT BRBN 2 28T
IAE AR BRFRARR ©

FR AR < $B 8 e A SRR BN IR [
BRANEFEE - AR RERMAE

BRXNERNBIMEN - &
TMEFR RSN BB N EHED
B e

@iy MZZTZBLFNA - RYITH
ARG RERRNAER =T
S F—A—HAETTF
TZA=T—HBAFAZEEE
ALTRGREBEBBEK < R
I BB mFEYITH S B
REZFMEKNER - WEFHE
— S HIMNERFT1571,408,000
BT - ERFEANERMETEE
SNPRIS BRIEE 2 BB
1,408,000/ 7T ©
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6. TAXATION (continued)

(iif)

(iv)

(Continued)

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

Out of the tax provision of HK$4,445,000,
HK$358,000 was pertained to the 6-month
period ended 30 June 2003 which would be
indemnified by a substantial shareholder.

As of the date of this interim financial
information, the Company has yet to obtain
an agreement from the Shenzhen Local Tax
Bureau to its proposed settlement.
However, the directors of the Company
consider that adequate provision for the
above enquires has been made in this
interim financial information.

During the year 2007, the Company
reinvested part of the profit derived from
its subsidiary, Shenzhen Kwang Sung, which
is a wholly-foreign owned enterprise
established in the PRC, as paid-up capital
of the subsidiary. During the six months
ended 30 June 2008, the Company received
a tax refund of HK$3,268,000 in connection
to the income tax previously paid by
Shenzhen Kwang Sung on the reinvested
amount.

6.
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(iii)

(iv)
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6. TAXATION (continued)

(v)  Pursuant to Shen Guo Shui Fa [2008]
No. 145, Shenzhen Kwang Sung is subject
to the PRC Corporate Income Tax at a rate
of 20% in 2009, 22% in 2010 and 24% in
2011. From 1 January 2012, the applicable
tax rate will be 25%.

Pursuant to the Corporate Tax Act of
Republic of Korea, Korean corporate income
tax rate will be changed to 11% for
assessable income up to KRW200,000,000
and 24% for assessable income over
KRW200,000,000 for the year 2009. From 1
January 2010 onwards, corporate income
tax rate will be 11% for assessable income
up to KRW200,000,000 and 22% for
assessable income over KRW200,000,000.

7. DIVIDENDS

(i) Dividend payable to owners of the parent
attributable to the interim period:

TEZNFPHRE AEETFEEERAA

6. HE@

(v) ARBREIFI[2008] 14555 « &
NAER=ZZZENEF - ZFT—
TER=ZE——FHRIFERF
Bl FEFTERLER20% - 22% K%
20%HF - B=F——F—A
— AR HEBHEEA
25% o

REBRERECEER - R©
—ZENF - BERTEALD
7200, OOO OOO%E@HZE?
EEMSHERE R 1%
n%ml&)\t £8200,000,000%%
5%?']2%24% - AT T
—A—HE  BRERBEAD
#200,000,000%% B &1 2 12

FTEMEREENA11% - ER
U A 8 38200,000,000%% B &
Bl A22% °
7. R
iy HHEEEMNTEAGESA
Z]s

Six months ended 30 June
BEANA=+HLRER

2009 2008

—ETAE ZTENF

HK$'000 HK$'000

F#ExT FHEIT

(Unaudited) (Unaudited)

(REBEK) (Rig&EZ)

Interim dividend declared FHIREIRZ

after the interim period, nil FHEIRE TR
(2008: HKO.5 cents) LR E AL
per ordinary share (ZEZENF -

0.5%l) - 1,577

The interim dividend has not been
recognised as a liability at the end of
reporting period.

PR HARR B R R TE 3R S A SE AR R
WERSEE -
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7. DIVIDENDS (continued)

(i

Dividend payable to owners of the parent
attributable to the previous financial year,
approved and paid during the interim
period:

7. BRE @

(i FEHRIERRN 2 BRE £
— AP BEEENTEARE
BAZEE :

Six months ended 30 June
BEAA=T+HLERER

2009 2008
—_EFNE —ETNF
HK$'000 HK$'000
FET T
(Unaudited) (Unaudited)
(R EZ) (Ri&&EZ)
Final dividend in respect of BREZ=—ZZ)\F
the financial year ended +=ZA=+—8H
31 December 2008, IE B EEWLREEE
approved and paid during R ERIRHE A& &
the following interim IR 2 REARR 2
period, nil (year ended BRI EBRZEN
31 December 2007: (BHEZZZT+HF
HK1.4 cents) per ordinary +=ZA=+—8H
share LIEFE © 1.4%10) - 4,415

8. (LOSS) EARNINGS PER SHARE

(M

Basic (loss) earnings per share

The calculation of basic (loss) earnings per
share is based on the loss for the period
attributable to owners of the parent of
approximately HK$8,680,000 (Six months
ended 30 June 2008: profit of approximately
HK$4,809,000) and the weighted average
number of ordinary shares of 318,710,000
(Six months ended 30 June 2008:
314,925,000) in issue during the six months
ended 30 June 2009.

8. &k (BH) BH
() SREX (HR B

BRER (BB BFZIZE A
AEBEARBMGEBEEERLY
8,680,000 T (BIZ=FTZFN
FERA=ZTHILNEA  FEF
494,809,000 70) REE=Z
THhAENA=THLERNEARA
EETTRKRZNETHH
318,710,000 (BAZ = ZF N\
FRNA=ZTHLEAEA :
314,925,0000%) 5+ & -
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8. (LOSS) EARNINGS PER SHARE

(Continued)

8. Bl (BH)EMw

(ii) Diluted (loss) earnings per (i) BR#EE (GHR ED

share

The diluted loss per share for the six
months ended 30 June 2009 is the same as
the basic loss per share as the potential
ordinary shares outstanding during the six
months ended 30 June 2009 were anti-
dilutive. The calculation of diluted earnings
per share for the six months ended 30 June
2008 was based on the profit for the period
attributable to owners of the parent of
HK$4,809,000 and the weighted average
number of ordinary shares of 323,122,000
after adjusting for the effect of all dilutive

potential ordinary shares.

(iii) Reconciliation

BE_ZZNAFAA=TAHL
NER 2 SR E#E B R EGR
EAXEBEEER - DERREE
“ERAFRA=THIERE
ARARITR 2 BEEE L AR
ARBETE -BE_FTTN
FARA=THERNEAZER
ESE RN R RREE AR
164 714,809,000/ 7T K #£ 54 PR
BEEES TR ZZEBIEY
B IRE B AR 2 NfE T E
323,122,000/ 51 & -

(i) #ER

Number of shares
Six months ended 30 June

BHEE
BEAA=+HLAEA
2009 2008
—EEAE ZTT)N\F
‘000 ‘000
T B F A%
Weighted average number AUAGHESRER
of ordinary shares used (E518) B A
in calculating basic (loss) AR e
earnings per share F19 8 318,710 314,925
Deemed issue of ordinary 8 AEERTT
shares for no consideration TEm - 8,197
Weighted average number AUt E SRS S
of ordinary shares used (E518) B A
in calculating diluted (loss) AR e
earnings per share F19 8 318,710 323,122
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10.

PROPERTY, PLANT AND
EQUIPMENT

The Group's land and buildings held for own use
were revalued as at 31 December 2008 at their
open market value by reference to recent market
transactions in comparable properties. The
valuations were carried out by Vigers Appraisal &
Consulting Limited, an independent firm of
professional surveyors who had among their staff
members of the Hong Kong Institute of Surveyors.
A revaluation deficit of HK$3,879,000 was
transferred to the properties revaluation reserve,
net of deferred tax of HK$635,000 which was
included in the condensed consolidated income
statement for the year ended 31 December 2008.

The directors of the Company, who are not
qualified valuers, have reviewed the carrying value
of the land and buildings as at 30 June 2009 with
reference to the relevant market indices. In their
opinion, there have been no significant changes
in the value of land and buildings during the period
from 31 December 2008 to 30 June 2009.

During the six months ended 30 June 2009, the
Group spent approximately HK$3,401,000 (2008:
HK$4,014,000) on acquisition of property, plant
and equipment. In addition, the Group disposed
of certain property, plant and equipment with net
carrying value of approximately HK$6,000 at a
consideration of approximately HK$805,000,
resulting in a net gain on disposal of
approximately HK$799,000. No property, plant and
equipment were disposed of during the six
months ended 30 June 2008.

INTANGIBLE ASSETS

During the six months ended 30 June 2009, the
Group acquired certain patents with an aggregate
fair value of approximately HK$19,450,000 as at
30 June 2009 in which an amount of approximately
HK$11,407,000 was acquired from an independent
third party and the remaining of approximately
HK$8,043,000 was acquired through the
acquisition of a subsidiary. They are stated at cost
less accumulated amortisation and impairment
losses.

10.
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11. INVESTMENTS IN EQUITY
SECURITIES

Investments in equity securities represent equity
investments in an unlisted corporate entity with
a cost of HK$1,500,000 (31 December 2008:
HK$1,500,000), against which a full provision for
impairment loss has been made in prior years and
maintained at 30 June 2009.

12. TRADE AND OTHER

TEZNFPHRE AEETFEEERAA

1. REAFSFRE

F% 7R 75 %5 4% & 5 DARK 751,500,000
T(ZEENF+=_A=+—8":
1,500,000/ 7)) E R — LT A
AIEBZRA BERKABRBESF
ERRERBEEEELEE  BR=
SEENENA=THEETE o

12. B E 5 & H i8R 5X

RECEIVABLES
At At
30 June 31 December
2009 2008
—ETAE ZTENF
~NA=+8H | t=A=+—H
HK$'000 HK$'000
FET T
(Unaudited) (Audited)
(REER) (B&==%)
Trade and bills receivables EWE P REEER
(net of allowance for trade (F0 B FE
receivables) B SRR 113,960 93,913
Short term loans to key MEBEREABR
management personnel and B ERH
employees HEEX 728 280
Proceeds receivable from HERAES 2
disposal of equity securities FESFIE 1,232 616
Tax reserve certificates FEBLH (ML)
(note &(ii)) 9,742 3,318
Deposits, prepayments and e AR ZREk
other receivables H b FE U IE 7,672 9,874
133,334 108,001
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12. TRADE AND OTHER
RECEIVABLES (continued)

Trade receivables are due within 30-60 days from
the date of billing. The following is an aged
analysis of trade receivables (net of allowance for
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12. BRE S R EMERK @

W 5 AR RN B

AR A HIER30

EOAREH - RIERH - BEE
IR IR E 5 8RR ) 2k

trade receivables) at the reporting date: EROMTAT
At At
30 June 31 December
2009 2008
—EEAE ZZT)N\F
~NA=+H | TZA=+—H
HK$'000 HK$'000
THET FHIT
(Unaudited) (Audited)
(REEEZ) (fe&==%)
Current A HR 82,851 62,263
Less than 1 month past due @ Hi L —1{E A 15,466 16,530
1 to 3 months past due mEZ R —EA
BLR=@A 12,866 14,270
More than 3 months but less  #E3 % 7 = & A
than 12 months past due B+ 2,425 830
More than 12 months BEZRA = 352 20
113,960 93,913
13. TRADE AND OTHER PAYABLES 13. EfE S R EMERR
At At
30 June 31 December
2009 2008
—EENE —EENF
~NAE+H | tZA=+—8H
HK$'000 HK$'000
F#T FHIT
(Unaudited) (Audited)
(REBE%) (i &=%)
Trade payables FERTE SR 61,492 50,544
Accrued expenses and EEEAKR
other payables H th fE <P 5RIB 12,815 13,834
74,307 64,378




13. TRADE AND OTHER PAYABLES

(Continued)

The following is an aged analysis of trade payables
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13. ERE S REMBRNR @

RIERE - BB SRR ZRERD

at the reporting date: ManR
At At
30 June 31 December
2009 2008
—_EFNE —ETNF
~NA=+H | TZA=+—H
HK$'000 HK$'000
F#T FHIT
(Unaudited) (Audited)
(REBEK) (K= %)
Due within 1 month or on — (@B A EE

demand i/ Ay 5| HA 38,426 43,012

Due after 1 month but within - —1{& A& {E =18 A K
3 months E|H 23,066 7,532
61,492 50,544

14. BANK BORROWING

During the six months ended 30 June 2009, the
Group obtained an unsecured bank borrowing of
approximately HK$241,000 through acquisition of
a subsidiary and repaid bank borrowing of
approximately HK$25,000. The bank borrowing
bears interest at 5.18% per annum and repayable
within 4 years. The loan was guaranteed by an
independent third party, Korea Technology Credit
Guarantee Fund.

14. RITEE

RBEZZTTNFSA=THIEANE
A - A& BRE WS — B A T mER
B —E &I IRITEE 49241,000%
7+ WE BB 425,000/ 7T 2 RITfE
B o (RITEERERNES18EL S -
ARTHFEANER - EFBEBIE=FH
Korea Technology Credit Guarantee
FUnd#&{R °
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15. DERIVATIVE FINANCIAL

LIABILITIES

In March 2009, the Group entered into a patent
transfer agreement (the "Agreement”) with an
independent third party (the “Seller”). Put options
(“Options”) were granted of which was related to the
consideration of the patents transfer as set out in
the Agreement. The transfer of patents shall be paid
for an aggregate consideration of approximately
HK$10,242,000, which shall be satisfied by paying the
first payment in cash at approximately HK$3,499,000
(the “First Purchase Price") upon the completion of
the patent transfer. The Company shall issue
8,534,933 shares at HK$0.41 per share to the Seller
and the Seller shall utilise the First Purchase Price to
subscribe. The shortfall of the transaction is
approximately HK$6,743,000 that will be settled under
either condition:

(i) on period from the end of third year to the
end of forth year after the transaction, the
Group will not be required to make further
payment if the share price of the Group is
higher than HK$1.2; or

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

The fair value of the Options granted is estimated
at the date of grant using binomial model taking
into account the terms and conditions upon which
the Options were granted. The inputs into the
model were as follows:

Dividend yield 1%
Expected volatility 85%
Risk-free interest rate 1.7%
Expected life 3.75 years
Weighted average

share price HK$0.475

The binomial model has been used to estimate
the fair value of the Options. The variables and
assumptions used in computing the fair value of
the Options are based on the directors’ best
estimate. The value of an option varies with
different variables of certain subjective
assumptions.
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15.
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16. SHARE CAPITAL AND SHARE

OPTION SCHEME

TEZNFPHRE AEETFEEERAA

16. R 7 R BE R #E =t &)

(i) Share capital (i) BEx
Number of
shares Amount
R EE L8
‘000 HK$'000
T THT
Ordinary shares of HK$0.1 SRAEENETL
each LBk
Authorised: ETE
At 1 January 2009 and RZTENF-A—8K
30 June 2009 “EENFERNAZTH 1,500,000 150,000
Issued and fully paid: EETRER -
At 1 January 2008 RZEENF—A—A 313,580 31,358
Shares issued under share B RIETE
option scheme (note (a)) Bk M5 (@) 1,782 178
At 31 December 2008 RZEFNF+ZA=1+—8
(audited) and BERZ) R
1 January 2009 ZETNFE-F—H 315,362 31,536
Shares issued during BNETZRA
the period (note (b)) (P (b)) 8,535 854
At 30 June 2009 RZZETNERA=TA
(unaudited) (REER) 323,897 32,390
Note: B 5 -

(@)

During the year ended 31 December 2008,
options were exercised to subscribe for
1,782,000 ordinary shares in the Company at
a consideration of approximately
HK$2,306,000 of which approximately
HK$178,000 was credited to share capital and
the balance of approximately HK$2,128,000
was credited to the share premium.
HK$483,000 has been transferred from the
capital reserve to the share premium.

During the period ended 30 June 2009,
8,534,933 shares were issued at HK$0.41 per
share to the Seller of patents as disclosed in
note 15. Approximately HK$854,000 was
credited to share capital and the balance of
approximately HK$2,645,000 was credited to
the share premium.

REBEE-TTN\F+=-A=1+—Hit
FE - BIREED IR BN (E2,306,000%
TEATHE + LARRRE AN 7]1,782,0008%
AR - MR EEF 178,000 TE
AR - $27T2,128,000/8 TTEEFA
%17 % B8R - 483,000/ TTE R E A
HEERERMDEER -

REE-—TTAFAA=THIH
- 8,534,9330% A% 15 Jh iz B %0.417%5
T2 ERETTEREES - BT
152 HMBEEA K © 49854,0007%8 T E 7t
AR » #2772,645,000% T2 5H AR
7w ERR -
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16. SHARE CAPITAL AND SHARE

OPTION SCHEME (continued)

(ii) Share option scheme

The Company has a share option scheme
which was adopted on 16 June 2003
whereby the directors of the Company are
authorised, at their discretion, to invite
employees of the Group, including directors
of any company in the Group, advisers and
consultants, to take up options to subscribe
for shares of the Company. Each option
gives the holder the right to subscribe for
one ordinary share of HK$0.1 each of the
Company.

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

17. ACQUISITION OF A SUBSIDIARY

On 28 April 2009, the Group acquired 59.5% equity
interest in Brocoli, a company incorporated in
Korea, for a consideration of KRW1,768,165,000
(equivalent to approximately HK$10,300,000).
Brocoli is a research and development oriented
company.
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16. RAREREE @

(i) BWhEstE

RAARRE—ER_ZTZT=F
NATSNBERAZERAER
2l Bt ARAIEFERE
HiEHBEAEEES (BER
EBEMARZES) B
RAERAANE N RER QTR
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— B ARTEZBRE  ER
—ERAEMA=FTHER -

17. W BE —FE BB 2 A

REZZZAFMA=+N\B  £5H
W EEBrocoli + — R B Z
ARAEZ59.5%K#E  KREA
1,768,165,0008 B (HE R 4L
10,300,0007% 7T.) ° BrocoliA— LA
MEKAZEAENHAA
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17. ACQUISITION OF A SUBSIDIARY  17.

(Continued)

Y — M B A R @

The net assets acquired in the transaction, and RHFWENEEFE  URAESE

the goodwill arising, are as follows: ZHEBWT
Acquiree’s
carrying Fair value Acquiree’s
amount  adjustments fair value
HUEHZ AREE wWhELZ
REE e NREE
HK$'000 HK$'000 HK$'000
THET FHET FTHET
Net assets acquired: FriiE & -
Plant and equipment EEPEL 294 - 294
Intangible assets - patents BVEE-EF#E 1,536 6,507 8,043
Other receivables Hb YR 40 - 40
Cash and cash equivalents ReRkAEEEY 866 - 866
Accrued expenses and [ ERR
other payables HAERARK (747) - (747)
Bank borrowing RITIEE (241) - (241)
Deferred tax liabilities EREREEE - (787) (787)
1,748 5,720 7,468
Minority interests DPHRRER (3,025)
Goodwill arising on acquisition WHEMELEE 5,857
10,300
Consideration satisfied by: REZHFF
Cash Fe 10,300
Net cash outflow arising WHEMEE L
on acquisition: ReFm
Cash consideration paid ENBEERE (10,300)
Cash and cash equivalents FERS R
acquired ReEEY 866

(9,434)
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17.

18.

ACQUISITION OF A SUBSIDIARY

(Continued)

Included in the loss for the period was an amount
of approximately HK$346,000 attributable to
Brocoli.

Had the acquisition of Brocoli been effected on
1 January 2009, there would be no change as to
the total turnover of the Group for the period, and
loss for the period would have been
approximately HK$8,824,000. The pro forma
information is for illustrative purposes only and
is not necessarily an indication of revenue and
results of operations of the Group that actually
would have been achieved had the acquisition
been completed on 1 January 2009, nor is
intended to be a projection of future results.

COMMITMENTS

(@ At the reporting date, the Group had
commitments for future minimum lease
payments under non-cancellable operating

17.

18.

B — M B AR @

BN E B B 49346,0007%8 7T 3K B
Brocoli °

H W EEBrocoli —ER =TT NF— A
—HEE AEEZHRNBEEET
eHEY - MAANEBEAELNS
8,824,000/ JT ° ﬁ%‘éﬂém
B WIEAREE 2 B ES KSR
F“(fﬁ“’luﬁzﬁ%ﬂfYYﬂi A—H

TR 2 HE1R - A ERER R E R
ZTEA e

3

(@ RI|EBEH  RETITHRGL

EHER T RBFTERRE
2 AR & REE A E

leases in respect of land and buildings ™
which fall due as follows:
At At
30 June 31 December
2009 2008
—EEAE ZEENF
~NB=E+H | tTZA=+—8H
HK$'000 HK$'000
FERT T T
(Unaudited) (Audited)
(REEEIZ) (&&= %)
Within one year —FR 4,699 6,056
In the second to fifth year RE-_FEZFERHF
inclusive (RIEEEMS) 10,742 14,957
15,441 21,013

The Group leases a number of properties
under operating leases. The leases typically
run for an initial period of three to ten years,
with an option to renew when all terms are
renegotiated. None of the leases includes
contingent rentals.

AEERBEEEHEOBEAET
ME - MO RO RP=F
i+¢ WAIRN BB FTE

REEL - REROBHTE
ﬁi?&‘ﬁﬁ%
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18. COMMITMENTS (continued) 18. & iE @

(b)  Capital commitments outstanding at the (b)y RS HHKREN T X REF
reporting date not provided for in the BRI S B B NIREEF 2 B
interim financial information are as follows: APENT ¢

At At

30 June 31 December

2009 2008

—EFAE —TENF

~B=+H +ZA=+—H

HK$'000 HK$'000

FEx FHT

(Unaudited) (Audited)

(REBEZ) (&%)
Capital expenditure in respect HEEME
of acquisition of property, e RS

plant and equipment BilHz
contracted for BARFSE 690 266

19. MATERIAL RELATED PARTY

19. EXBREALR S

TRANSACTIONS

(i) Transactions with a (i) HEEREXEzZXS
shareholder

REBEE_ZTAFER -
ZEENFAAA=THIE
ANEAR - AREEEARQ

(@)  During the six months ended 30 June (a)
2009 and 2008, the Group entered
into the following transactions with

Kwang Sung Korea, a major AT ERRERNELT
shareholder of the Company: TR :

Six months ended 30 June
BERNA=+HLAEA

2009 2008

—EEAE —ZETNF

HK$'000 HK$'000

FHET FHET

(Unaudited) (Unaudited)

(REERK) (REFER)

Sales of finished goods $HE 2K M 1,499 3,746
Referral commission Bt rERAEN

paid/payable e 742 1,773

Production outsourcing B A
fees paid/payable INEL BB 796 -
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19. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(i) Transactions with a
shareholder (continued)

(a) (Continued)

At 30 June 2009 and 2008, included
in the condensed consolidated
statement of financial position are
the amounts due from/(to) Kwang

19. EXFAEATRZ @

R-ZFFNFR_FFT
NERA=FA - EHA
REMBRRAKREE+
BIERY (B #EE

Sung Korea: HEZFRIE ¢

At At

30 June 31 December

2009 2008

S n

—EEAE ZZT)N\F

~A=+H | TZA=+—H

HK$'000 HK$'000

THET FHET

(Unaudited) (Audited)

(REEEZ) (FeE%)

Trade receivables FEWE 5 8RHK 334 593

Accrued expenses and  EFFERA K

other payables H BT RRIR (383) (343)

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

(b)  Pursuant to a Deed of Indemnity
dated 23 June 2003, a shareholder,
Mr. Yang Jai Sung, would indemnify
the Group for any tax liabilities
payable for periods prior to 30 June
2003. Amount receivable from Mr.
Yang Jai Sung under the indemnity at
30 June 2009 is HK$358,000 (2008:
HK$358,000) which is unsecured,
interest-free and repayable on
demand and is recorded as other
receivables.

ARRZEERR £
MR 5RERER K
EBBEPREERHE
fERFRAETT ©

() REBHE-_ZTT=F
NAZT=ZBZHEER
BRY - BRRREEE
ERR_FTT=FXA
=+ B AT 2 AR
B E R A5 B EL 7
& REBERER =
ZZENFRA=ZTHE
WRERTEEZFIAR
358,000 T (ZZEZEN
4 : 358,000/ 7T) * #
TRAEEN 28K
ARERKEER  UB
5I) 5 EL A FE U FRIR




19. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(ii) Transactions with other
related parties

(a) Key management personnel
remuneration

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

—ETAERHEE AEBFEEARAT 59

19. EXAEANTRZ @

(i) REMEAEALTZRS

(@) FEEBABZM
£

AEBETEZEIEA S
T (BERARAEEX
2 5R3B) #FT

Six months ended 30 June
BEANA=+HLRER

2009 2008
—ETAE ZTENF
HK$'000 HK$'000
FET T
(Unaudited) (Unaudited)
(REBEK) (Rig&EZ)

Short-term employee EHEBRA
benefits 4,732 4,867
Post-employment benefits BB 83 94
4,815 4,961

(b) During the six months ended 30 June
2009, the Group paid a consultancy
fee of HK$233,000 (2008:
HK$316,000) to a close family
member of Mr. Yang Jai Sung, a
shareholder and a director of the
Company.

(b) RBE-—ZZ=AFEAA
=t+HIEAER A&
BRAAATzRERE
EREERE—RIIHR
{5 RS 2 233,00058 7T
(ZZZ\E : 316,000
BIT) ©
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19. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(i)

Transactions with other
related parties (continued)

(c)

Loan to key management
personnel

Included in other receivables is a loan
to a key management personnel and
the terms of which is as follows:

Name of borrower Mr. Jo Jung Ho

Position General manager

Terms of the loan

- duration and Repayable on
repayment demand
terms

- loan amount HK$424,000

- interest rate Ni

- Security None

Balance of the loan

- at 1 January 2008 HK$251,400

- at 31 December 2008 Nil
and 1 January 2009

- at 30 June 2009 Nil

Maximum balance outstanding
- during 2009 Nil
- during 2008 HK$251,400

There was no amount due but
unpaid, nor any provision made
against the loan at 30 June 2009 and
31 December 2008.

20. EVENT AFTER THE REPORTING

PERIOD

Subsequent to 30 June 2009, the Group further
acquired 10.2% of equity interest in Brocoli at a
consideration of KRW200,000,000 (equivalent to
approximately HK$1,264,000).

19. EXFAEATRZ @

(i) HEMABEALZRS

(&)

(c) MEEEBABR
HEX

HpEWFIREHE %
A—BET2EEABR
HZER - EERN

T
BRA HIERLE
i BiEs
BRZ &R
-ERFSR  EREEER
B
-EXN%E 424,000% 70
-BX Z
— i
BREH
-RZFZNE 2514005
—A—8
-RIEENE Z
+=A
=t+-BRk
ZEENE
—A-H
-RZEENEF z
~NAZTH
KREZRBER
-RIEENE Z

—-RZZENE 25140087

WEBFHEREEZ
S MER-ZTAN
FRA=ZTHEER=ZZZ
NE+=—A=+—Hz
BRI B -

0. REHEER

R-BTHENA=1HE  N&E
BUEBrocoliz 10. 2% Az - £
& /200,000,0008% B (5 & R4
1,264,000/ 7T) °






