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Financial Highlights
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Financial Highlights

MEREE
Note 2010 2009 % Changes
(=2 —E—FF —TTHEF HENH DL
Results E
HK$'000 F5T
Turnover SR 680,481 592 280 14.9
Gross profit E7 92,863 74,500 24.6
Profit before taxation B Bl 4 A 14,018 3,308 323.8
Profit (loss) after taxation ViN/NGIEZZ =N
attributable to owners FE(RBR TR 12
of the Company ) (&8 ) 8,087 (35,774) 122.6
Dividends Az 8 = - -
Assets and Liabilities EEHER
HK$'000 FBT
Total assets 1BE 529,902 494,799 7.1
Total liabilities BEE 155,918 140,220 11.2
Shareholders’ equity PR 373,984 354,579 55
Per Share Data SRR
HK cents (il
Basic earnings (loss) EARZERF (EE) 2.50 (11.13) 122.5
Diluted earnings (loss) BERN (BE) 2.50 (11.13) 122.5
Dividends iz 8 = - -
HK$ BT
Net asset value BEFE 1.15 1.10 4.5
Financial Ratio BT e =
Gross profit margin (%) EFZE(%) 13.65 12.58 8.5
Net profit (loss) margin (%) Fmf (&8 ) (%) 1.13 (6.13) 1184
Current ratio VLIRS 1 2.59 3.04 (14.8)
Quick ratio REN LR 2.00 2.59 (22.8)
Gearing ratio BEEX 3 0.29 0.28 3.6
Notes: BaE -

(1) MBI IR EERAREEIE ©
(2 BRBLEETBREFENRDEERARDEE -

Q) AELRERABRABEE -

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

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

(3) Gearing ratio represents total liabilities divided by total assets.
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Chairman’s Statement
FERES

Research and development is
our core competency, driving the
Group’s sustained development

H NI 3E EHES) A S B FriE AL

B R )
Y

The global economy was gradually recovering from the financial crisis during 2010. On the other hand, the evolving
consumer electronics industry was not only posting challenges to producers of traditional consumer electronics
products, but also it has opened up huge market opportunities for companies equipped with integrated total solutions,
technological know-how and innovative spirit who can quickly develop and bring new solutions to the market, as Kwang
Sung has done.

Since 2009, the Group has been committed to transforming itself from a passive OEM (original equipment
manufacturer)/ODM (original design manufacturer) electronic components manufacturer into a more proactive industry
player to design and develop advanced products to tap high-growth opportunities and lead the market. To capture
the opportunities presented by the convergence of mobile phones, personal and notebook computers and televisions,
we have been focusing on developing total solutions that integrate electronic components with multifunctioning and
interconnectivity of different kinds of consumer electronic products to meet our customers’ needs and, ultimately,
consumers’ demand.

Looking ahead, the Group is optimistic about the market outlook in 2011 as the global economy continues to rebound.
We are also confident that our dedicated efforts in innovative product development driven by our research and
development capability will contribute to our continued success in the ever-evolving consumer electronics market.

Besides, the Group will continue its prudent financial management strategy by maintaining stringent controls on cash
flow while further boosting its operational efficiency.

Last but not least, | would also like to express my gratitude to all shareholders, my fellow board members and our
customers and employees for their continuous support to Kwang Sung. | believe that with a strong management team
and capable staff, we will continue to seize business opportunities and maximise returns to our shareholders in the
coming years.

By order of the Board
Yang Ho Sung
Chairman

Hong Kong, 25 March 2011
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We are launching a variety of
innovative products, grasping
opportunities presented by

the convergence of mobile
phones, personal and notebook
computers and televisions
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Our e_xpa_nsi_n strategies are focused
_on delivering innovative total solutions
and enhancing'our economies of scale

RELFHEEMATRR
BARERR » =HIRY
g 18 3R SR

Financial review

The electronic industry has gradually recovered its strength during 2010. Thanks to the efforts in research and
development, the Group has been able to launch several innovative products during the year, which drove revenue
growth of the Group and underscored the Group’s leading position in the consumer electronics industry. For the year
ended 31 December 2010, the Group achieved a turnover of HK$680,481,000, an increase of 14.9% compared with
last year.

Turnover

Turnover increased 14.9% to HK$680,481,000 compared with HK$592,280,000 in 2009, mainly attributable to the
surge in sales of unit electronic components. Turnover from composite components business decreased by 7.2% from
HK$422,027,000 in 2009 to HK$391,814,000 in 2010. Sales of unit electronic components achieved a significant
growth of 69.6% from HK$170,253,000 in 2009 to HK$288,667,000 in 2010.

Cost of sales
cost structure

The overall cost of sales increased by 13.5% from HK$517,780,000 in 2009 to HK$587,618,000 in 2010, which was
in line with turnover. Despite tough operation environment to the industry in the People’s Republic of China (the “PRC"),
the rate of increase in cost of sales is lower than that of turnover. This is primarily attributable to the change in products
mix, effective cost control measure and greater effect of economies of scales.

Gross profit

Gross profit was HK$92,863,000 which represented an increase of 24.6% from HK$74,500,000 in 2009. The increase
in gross profit was mainly driven by the growth in turnover in 2010. In addition, some of the new products launched had
higher gross profit margin. Accordingly, the gross profit margin rose slightly from 12.6% in 2009 to 13.6% in 2010.
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Yang Jai Sung R#&EE
CEO T4
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Other income

Other income increased by 51.5% from HK$5,749,000 in 2009 to HK$8,712,000 in 2010. The increase was primarily
due to increase in value added tax refund of HK$1,726,000, increase in gain on disposal of property, plant and
equipment of HK$877,000 and increase in fair value of investment property of HK$600,000.

Selling and distribution expenses

Selling and distribution expenses increased by 11.3% from HK$19,148,000 in 2009 to HK$21,308,000 in 2010. The
increase was due to larger sales volume and the continuous increase in costs.

Administrative expenses

Administrative expenses increased by 19.1% from HK$16,627,000 in 2009 to HK$19,804,000 in 2010. The increase
was a result of additional management and administrative costs incurred to support the expansion of business.

Research and development expenses

Research and development expenses increased by 14.8% from HK$31,066,000 in 2009 to HK$35,658,000 in 2010,
which was in line with the increase in turnover.

Other operating expenses

Other operating expenses were kept at the same level as compared with 2009.

Finance costs

The finance costs were HK$389,000 in 2010 while no finance costs incurred in 2009. The amount was attributable to
the increase in bank borrowing.

Taxation

In 2008, the Hong Kong Revenue Department (the “HKIRD”) enquired the Company about the basis of its 50:50
offshore claims in relation to its manufacturing activities carried out by Shenzhen Kwang Sung Electronics Co., Ltd.
(“Shenzhen Kwang Sung”) and a third party processing factory in the PRC and the deductibility of lease rentals since
year of assessment 2001/02. The Company has lodged objections, made provision of HK$35,996,000 for the previously
50:50 offshore claims and deduction of lease rentals in 2009 and purchased tax reserve certificates of HK$19,075,000
as demanded by the HKIRD.

Subsequent to 31 December 2010, the tax representative of the Company received a letter from the HKIRD that the
HKIRD has not agreed to the objection lodged by the tax representative of the Company on its 50:50 offshore claims
in respect of its manufacturing profits derived under the processing arrangement with Shenzhen Kwang Sung and
the deductibility of lease rentals. A settlement proposal has been made by the HKIRD on the additional profits tax
assessment for the years of assessment 2001/02 to 2005/06. As at the date of this report, the Company does not have
any decision on the proposal.

For the sake of prudence, the Group has adopted a conservative approach to assume no 50:50 offshore claim in relation to
its manufacturing activities carried out by Shenzhen Kwang Sung and non-deduction of lease rentals to calculate Hong
Kong Profits Tax. As a result of increased pre-tax profit, the provision for Hong Kong Profits Tax for the year increased by
252.6% from HK$1,042,000 in 2009 to HK$3,674,000 in 2010.

Moreover, the PRC Corporate Income Tax decreased by 7.5% from HK$1,910,000 in 2009 to HK$1,766,000 in 2010.
On the other hand, deferred tax charge increased by 37.4% to HK$885,000.

As there was no further provision made for the previously 50:50 offshore claims and non-deduction of lease rentals, the
overall tax expenses significantly decreased by 84.0% from HK$39,592,000 in 2009 to HK$6,325,000 in 2010.
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Profit for the year

As a result of the combined effects of the factors cited above, the Group recorded a profit for the year attributable to
owners of the Company of HK$8,087,000 in 2010, as compared with a loss for the year attributable to owners of the
Company of HK$35,774,000 in 2009. Basic earnings per share were HK2.50 cents (2009: Basic loss per share was
HK11.13 cents).

Financial condition, liquidity and financial resources

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

As at 31 December 2010, the Group had cash and bank balances of HK$133,505,000 and net current assets of
HK$224,608,000. Shareholders’ funds amounted to HK$373,984,000 as at 31 December 2010.

The current ratio of the Group, being the ratio of current assets to current liabilities, decreased from 3.04 in 2009 to
2.59 in 2010. Gearing ratio, in terms of total liabilities to total assets, increased from 0.28 in 2009 to 0.29 in 2010.
The decrease in current ratio and the increase in gearing ratio were mainly due to increase in capital expenditure and
increase in bank borrowing to enhance our working capital.

As at 31 December 2010, the bank borrowing was HK$13,844,000. With the cash and bank balances of
HK$133,505,000 and the banking facilities of HK$129,595,000, the Group is confident that it can meet its current and
future operational and capital expenditure requirements.

Foreign exchange exposure, hedging and off balance sheet financial instruments

The Group has been focusing on its own core business and follows a prudent financial policy. It has never invested in
any highly leveraged or speculative derivative products. In this respect, the Group has continued to adopt a conservative
approach towards financial risk management.

The Group is exposed to foreign currency risks primarily in sales and purchases which give rise to receivables, payables
and cash balances that are denominated in United States Dollars (“USD”), Japanese Yen (“JPY”), and Renminbi
(“RMB”) as well as Korean Won (“KRW”). With the exchange rate of the Hong Kong Dollar (“HKD”) pegged to the USD,
the Group does not expect any significant fluctuation in the USD/HKD exchange rate in the foreseeable future. For other
currencies such as JPY, RMB and KRW, the Group has taken steps to ensure that net exposure is kept at acceptable
levels. It buys and sells foreign currencies at spot rates when necessary to address short term imbalance.

With its production workforce based in the PRC, most wages and salaries and factory overheads of the Group are
denominated in RMB. As the deposit interest rate differential between the RMB and USD has been within a manageable
range in terms of exchange rate risk, the directors of the Company are of the view that it is not necessary for the Group
to purchase any foreign exchange forward or options contracts to hedge against exchange rate risks. However, the
Group will closely monitor the exchange rate trend.
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Investment activities

On 14 May 2010, the Group has entered into an agreement to acquire a parcel of land in Korea at a consideration of
HK$52,120,000 to construct a new facility for strengthening the Group’s research and development, manufacturing,
and sales and marketing as well as overall administration to better expedite the Group’s future business growth. The
Group has settled all the balances and completed the acquisition in July 2010.

Other than the above, the Group did not make any material acquisitions or disposals of any of its subsidiaries or
associated companies during the year.

Charges on assets

As at 31 December 2010, the bank borrowing of HK$13,758,000 was secured by the Company’s land and buildings in
Korea with carrying amount of HK$21,603,000 for a maximum credit amounted of KRW2,400,000,000 (equivalent to
HK$16,510,000).

Contingent liabilities

The Group did not have any significant contingent liabilities as at 31 December 2010.

Employees and remuneration policy

As at 31 December 2010, the Group had about 904 employees, of whom 45 were based in Hong Kong, 767 in the
PRC and 92 in Korea. Staff costs increased by 12.2% from HK$76,495,000 in 2009 to HK$85,836,000 in 2010. The
increase was mainly due to the expansion of business and provision of incentive payment during the year.

Dividend

The board of directors (the “Board”) of the Company did not recommend the payment of final dividend in respect of the
year ended 31 December 2010 (2009: Nil). The Group’s long-term dividend policy is to distribute not less than 30% of
its net profit as dividend each financial year, and the Board will review this dividend policy from time to time to ensure
optimum returns to shareholders.

Annual general meeting

The annual general meeting (“AGM”) will be held at Conference Hall 03, 1/F., Core Building 1, Phase 1, No. 1 Science
Park East Avenue, Hong Kong Science Park, Shatin, New Territories, Hong Kong on Friday, 27 May 2011 at 10:00 a.m.
The Notice of AGM will be published on the websites of the Company at www.kse.com.hk and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) at www.hkex.com.hk, and dispatched to shareholders on or about Tuesday,
26 April 2011.

Closure of register of members

The register of members of the Company will be closed from Wednesday, 25 May 2011 to Friday, 27 May 2011, both
days inclusive, during the period, no transfer of shares will be registered. To be eligibility for attending and voting at the
AGM, all properly completed transfer forms accompanied by the relevant share certificates must be lodged with the
Company’s share registrar, Tricor Standard Limited, at 26/F., Tesbury Centre, 28 Queen’s Road East, Hong Kong not
later than 4:00 p.m. on Tuesday, 24 May 2011.
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Composite components business

For the year ended 31 December 2010, the composite components business remained as the Group’s major revenue
source, accounting for 57.6% of the total turnover of the Group as compared with 71.3% in 2009. Despite the gradual
recovery of the global economy, the fast change in market trends has dampened the demand for traditional home
audio tuner modules. Therefore, the segmental turnover was HK$391,814,000, a decrease of 7.2% as compared with
HK$422,027,000 in 2009.

The turnover from tuner modules for home audio systems declined by 26.3% to HK$142,492,000 (2009:
HK$193,259,000), representing 36.4% (2009: 45.8%) of the total turnover from the composite components business.
Sales of tuner modules for car audios decreased by 15.2% to HK$88,665,000 during 2010 (2009: HK$104,545,000),
accounting for 22.6% (2009: 24.8%) of the total turnover from the composite components business.
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Composite Components Business
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The traditional home audio product market was adversely
affected by the fast changing industry development and the trend
of electronic products integrating the functions of smartphones,
personal/notebook computers and television reception devices.
To keep abreast of the market trends of multifunctionality and
inter-connectivity with different consumer electronic products
such as smartphones and televisions, the Group has developed
solution products for smartphone docking systems and a General
Radio Receiver (“GRR™") Interface Protocol for multimedia
products.

To cater for the new market demand trends for various
turnkey solutions, the Group has redeployed its research and
development resources to create an innovative GRR™. A GRR™
is a unique radio frequency physical interface protocol which can
convert digital signals with various applications in hybrid digital
radio (“HD Radio”), digital wireless microphone, digital wireless
audio, WiFi internet radio, digital audio broadcasting (“DAB”),
and AM/FM tuner.

Sales of the Group’s wireless solutions have increased by 35.8%
to HK$104,505,000 (2009: HK$76,956,000), mainly due to
the launch of new FM transmitters for LCD and LED televisions
during the year. This new product has attracted orders from
a renowned television manufacturer which has successfully
boosted sales amidst the global economic recovery during the
year.
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Sales of Digital Products
HEEMHER

(HK$'000 T5E7T)

60,000 :
50,000

40,000 ¢

LGy

30,000 ¢
20,000 ¢

10000

2006 . 2007 . 2008 . 2009 2010

As at 31 December 2010, the sales of DAB products and digital
multimedia broadcasting (“DMB™) products of the Group dipped
by 34.6% to HK$15,800,000 compared with HK$24,175,000
in 2009. The decrease in sales was mainly due to the keen
competition in the DAB and DMB product market. However, the
rapid evolution of digital technology and different standards in
DAB in various countries present an opportunity for the Group in
applying its strength in research and development. The Group
has launched a turnkey solution in a printed circuit board, the
world’s first solution for DAB/DAB+/DMB-A in a digital pocket
radio, in May 2010. This product has been successfully field
tested and delivered to the United Kingdom, Sweden and France
as well as Australia during the year.

In 2010, the Group also launched Wiretape™, an innovative flat
flexible cable product designed to remove the hassle of handling
multiple connecting wires in homes, offices or automobiles.
This breakthrough technology of Wiretape™ has earned the
appreciation of the industry, generating initial sales to retail
customers in Europe in 2010.

In addition, the sales of tuner modules for HD Radios achieved
HK$12,601,000, an increase of 126.5% compared with
HK$5,564,000 in 2009. Through strong relationships with
existing customers, the Group is working with Japanese
customers to explore more innovative applications in the future.
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Busingss Review

Unit Electronic
Components Besiness
BHUNELIHEER

Sales of Unit Electronic Components
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Unit electronic components business

During the year, turnover from the unit electronic components business achieved remarkable growth amounting to
HK$288,667,000 when compared with HK$170,253,000 in 2009, and accounted for 42.4% of the Group total. Apart
from the organic growth from rising sales of its existing products of coils and traditional transformers, the Group has also
launched a planar transformer, an innovative product, which was put into mass production in 2010 and boosted sales of
the business segment. The Group was the first company in the world to put a planar transformer into mass production,
and it is being applied in LED and LCD televisions enabling lighter and flatter form factors. The Group expects this
innovative product to be a new growth driver in the coming years as they are widely recognised by the market as having
good potential.

Operational efficiency

On the other hand, with go-live of an Enterprise Resources Planning (“ERP”) system in the second half of 2010, the
Group intends to improve its business processes including research and development, procurement, production,
inventory control, sales, cost control, and financial management. This improvement enables the Group to make business
and management decisions more effectively and enhance operational efficiency.
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Prospect

Looking forward, the Group expects that its tuner modules for
home and car audio systems should remain as the major revenue
contributors. The Group intends to continue its heavy emphasis
on research and development as it is a core competence in
driving the Group’s sustained development. Moreover, the Group
plans to march forward by delivering innovative products for
emerging high-growth applications in the future.

To accelerate the pace to commercialize the Group’s innovative
GRR™ Interface Protocol, it has promoted to major chain-
store retailers and international manufacturers to launch the
GRR™ Interface Protocol in 2011, either on an OEM basis or by
manufacturing applicable end-products based on the GRR™
Interface Protocol technology to be sold through manufacturers
and retailers. The Group will work to generate favorable returns
from this innovative product in the coming years.

With the trend of the television market towards flatter and lighter
television sets, the Group’s newly developed planar transformers
and GRR™ solutions for LCD and LED televisions, for which
the Group has applied patents and a trademark, enabling such
form factors are expected to continue gaining in popularity.
Moreover, the Group is planning to apply its technology in
planar transformers to the electronic systems for electric and
hybrid vehicles, where profit margins are relatively higher and
with greater market potential. This automotive technology
application has been undergoing field testing and is expected to
be launched in 2011. With its potentially broad applications, the
unique product can open a new growth market for the Group.

In addition, for the automotive electronic components segment,
the Group has applied for patents and a trademark for its
“Antuna™” | the integrated analog and digital tuner with an
antenna function for car audio systems, which can upgrade
reception quality of radio signals in cars. The new product has
been undergoing field-testing and expected to be launched
in 2012. It is targeted to be supplied to Korean automobile
manufacturers in the PRC and India markets, where radio signal
reception in many locations is relatively weak.

Moreover, with the success of the launch of Wiretape™ for
home audio and video systems, it is expected that Wiretape™
will achieve satisfactory growth in sales in 2011. The Group
is also developing the Wiretape™ application technology
for smartphones and cars. The Group is promoting to car
manufacturers to extend Wiretape™ sales to the automotive
market as well as to expand its distribution networks globally.
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Tapping the burgeoning smartphone and smart television
segment, the Group is optimistic in the growth potential by
developing the Wiretape™ application technology in these
product areas as well.

In July 2010, the Group completed acquisition of a parcel of land
in Korea to construct a new facility to better expedite the Group’s
future business growth. Construction has started in December
2010 and is to be completed by the end of 2011. The Group
believes that this new facility can enhance the Group’s research
and development, manufacturing, and sales and marketing as
well as its overall administration. This in turn will strengthen the
Group’s business competitiveness and consolidate its market
position in Korea.

In addition, the Group is planning to set up a new manufacturing
plant in Baoying Anyi New and High Technology Industrial Zone
in Jiangsu Province, the PRC, to facilitate the Group’s expansion
in the Mainland market as well as the export of goods to Korea
and Japan. With a gross floor area of approximately 12,000
square meters, the plant is to produce electronic components for
automotive, communications and household electronic products.
The new plant is to be completed in two phases. Phase 1 of
the plant is to commence operation near the mid of 2011 at
a temporary facility provided by the local government free of
charge for one-and-a-half-year until the Group completes its own
production facility by the end of 2012.

The management will make every effort to fortify the Group’s
leadership position in the electronic components industry by
providing innovative total solutions to its clients and to increase
its economies of scale. The Group will also continue to strive to
deliver the best returns to shareholders and high quality products
to customers in the future.

Corporate social responsibility

As a caring corporation, the Group has been active in fulfilling
its social responsibilities to stakeholders and society alike.
The Group’s corporate social responsibility efforts fall into the
categories described below.

1.  Marketplace

In the interest of shareholders, we have adhered to the
business objectives of contributing to the sustainable
development of the electronic industry and improving
consumer electronics to heighten efficiency and deliver
the best user experience. To these ends, the Group invests
substantially in research and development and internal
quality control to ensure the continuous delivery of high
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quality and reliable products to customers. The Company
complies with the requirements of ISO/TS 16949:2002
in the design and manufacturing of car tuners. We are
also compliant with ISO 9001:2000 in the production and
servicing of electronic products, specifically transformers,
intermediate frequency transformers, antennas, filters,
coils, coil inductors, electrical meters, dielectric filters,
tuners, tuner modules, wireless modules, switching mode
power supplies, digital tuner modules for DAB and digital
amplifiers. From time to time, the Group has earned
customers’ performance certificates that signify recognition
of the Group’s efforts and appreciation of the quality of the
Group’s products.

The Company recognises the need and the benefits of
cooperation between the industry and universities. It hopes
to harness the resources of universities and graduate
schools to prepare training sessions that can help develop
the business and management expertise of its professionals
enabling us to compete globally. In return, the Company
provides consultancy services to these institutions and
financial aid and internships to students of the universities.

2. Employee health and welfare

Concerned about the health and work safety of its staff,
the Group has appropriate safety systems and measures in
place to minimise staff exposure to potentially hazardous
materials or adverse working conditions. As an equal
opportunity employer, the Group strives to provide a fair
work environment to employees and does not tolerate
any form of harassment or discrimination in respect of
employment and occupation. To retain the best talent, the
Group ensures its employee remuneration packages are
competitive and that rewards are linked with performance
excellence.

With a view to nurture their professional development, the
Group also provides in-house training to employees, not
only to upgrade their professional competency but also to
boost efficiency in implementing and adhering to internal
procedures and enhancing processes, while strengthening
their understanding of the Group’s culture. To achieve
better communication within the organisation and more
constructive interaction among various divisions, the Group
has launched an internal seminar presentation programme
to provide insights into its operations and developments
within each division, thereby broadening employees’
knowledge of the Group as a whole. To encourage staff to
participate in the programme, prizes are to be rewarded to
the best presenter of the programme.
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The Group also encourages employees to take external
job-related courses and sponsors such initiatives when
appropriate. As a part of the job orientation, all new
employees are required to take programs on topics
including internal control and information protection as well
as ISO and quality management systems.

It also arranges regular health checks for all employees
to ensure their health and therefore their productivity
at work. In case of sickness, employees are protected
by comprehensive group medical insurance policies.
Retirement and comprehensive pension funds are also
provided to employees in accordance to relevant legislation.

3.  Environment and Community

The Company complies with the requirements of 1SO
14001:2004 in its environmental management systems.
The Group also continues to make sure that its products
comply with the European Union’s environmental
protection guidelines, including the Directive on the
Restriction of the use of certain Hazardous Substances in
Electrical Equipment (“RoHS”) in manufacturing activities.
All products manufactured by the Group are lead-free and
RoHS compliant.

The Group also encourages employees to save energy
and resources. To cut down on paper consumption, it
encourages double-sided printing and printing when
only necessary. It also relays energy-saving tips to staff
members through a daily learning program. During the
year, the Company also made donations to charities to help
the needy.

Appreciation

On behalf of the management, | would like to take this
opportunity to extend my gratitude to all the staff for their
dedication throughout the year. At the same time, | also wish to
express my appreciation to our customers, suppliers, business
partners and shareholders for their continuing support. We will
continue to dedicate our efforts in order to generate optimum
returns for our shareholders in the long run.

Yang Jai Sung
Chief Executive Officer

Hong Kong, 25 March 2011
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We have been actively fulfilling
our social responsibilities,
contributing to the development
of a harmonious society as well
as protection of stakeholders’
interests
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Code on corporate governance practices

The Company strives to attain high standards of corporate
governance practices in order to enhance the shareholders’
value and stakeholders’ interests. The Company emphasizes
on the quality of the Board, effective internal control, stringent
disclosure practices, an ethical corporate culture and
accountability to all stakeholders under its corporate governance
principles.

Attendance record for the board and board
committee meetings in 2010

The number of Board and various Board committee meetings,
attended by each director for the year ended 31 December
2010, are shown as follows:-

GtEERERT
ARBRBOEZESKFENCES S HMiEFH
IREREBERFENZERE 2B - ARAMK
BERMANTEERRAY  ZEEaREYSEE
MEEZ  AROANIBEE  BIEOEES
¥ aEBRTOLESUERETE M ZH 8
FIEHZMBEM -

CE-PEEERREEFE
AT 8%

BE_Z-ZFT_A=1THILFELRES
P EESFERFESZBE RN W
I

EggEZ

No. of meetings attended/held

BHRLEBITRE
Audit Remuneration Executive
Board Committee Committee Committee
Exg E%ZEY HMEEE BiTREE
Non-executive director FHITES
Mr. Yang Ho Sung REEE S E 5/6 1/2 n/a n/a
NEA EH
Executive directors BiTES
Mr. Yang Jai Sung RUEERAE 6/6 n/a 3/3 3/3
NEA
Mr. Lee Kyu Young FEREE 6/6 n/a n/a 3/3
TNEA NEA
Mr. Woo Nam Jin (note) REDEE () 0/1 n/a n/a 0/1
TNEA NEA
Independent non-executive B FEHITES
directors
Dr. Han Byung Joon BRNAEBTL 5/6 2/2 3/3 n/a
NEA
Dr. Kim Chung Kweon DIEREELT 6/6 2/2 3/3 n/a
TE A
Mr. Kim Chan Su SHRITE 5/6 2/2 3/3 n/a

TiE A
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Note:  Mr. Woo Nam Jin resigned as an executive director of the Company

and a member of the Executive Committee on 29 January 2010.
During the fiscal year of 2010, one Board Meeting and one Executive
Committee Meeting have been held within his service period.

Set out below are the summarised key components of corporate
governance practices adopted by the Company.

The board of directors

The Company’s overall management is vested in its Board, which
up to the latest practicable date comprises six members, coming
from diverse businesses and professional backgrounds as shown
in biographical details set out on pages 38 to 47 in this annual
report. The Board comprises non-executive director Mr. Yang
Ho Sung (Chairman), executive directors Mr. Yang Jai Sung and
Mr. Lee Kyu Young, and independent non-executive directors Dr.
Han Byung Joon, Dr. Kim Chung Kweon and Mr. Kim Chan Su.

The Board meets at least four times annually to review business
development and overall strategic policies. The attendance
record of individual Board members during the year set out in
the table on page 30 of this report.

To facilitate the operation of the Board, the Board has
established a schedule of matters reserved for its approval. The
specific responsibilities reserved for the Board include: setting
the Group’s strategy and dividend policy, approving budgets,
reviewing operational and financial performance, approving
major investments and divestments, reviewing the internal
control system of the Group, ensuring appropriate management
development and succession plans in place, approving
appointments of and remuneration policy for directors and other
senior executives, approving corporate social responsibility
policies and ensuring effective communication with shareholders.

For the financial reporting accountability, the Board has an
ultimate responsibility for preparing the financial statements. In
preparing the financial statements, (a) the generally accepted
accounting standards in Hong Kong have been adopted; (b)
appropriate accounting policies have been used and applied
consistently; and (c) reasonable and prudent judgments and
estimates have been made. Moreover, the Board is not aware of
any material uncertainties relating to events or conditions which
may cast significant doubt over the Group’s ability to continue as
a going concern. Accordingly, the Board has continued to adopt
the going concern basis in preparing the financial statements.
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Being part of good corporate governance practice, a number of
Board committees have been established. These committees
include three corporate governance related committees
namely Executive Committee, Remuneration Committee and
Audit Committee as well as one ad hoc committee namely
Independent Board Committee which is responsible for advising
the matters in relation to the continuing connected transactions.
These committees operate within specific terms of reference as
prepared by the Company and report their work and findings to
the Board regularly. The terms of reference have been posted on
the Company’s website at www.kse.com.hk.

Executive committee

The Board has delegated certain authorities and responsibilities
to the executive directors, including, but not limited to, the
development of strategic plans for the consideration of the
Board, implementation of the strategies and policies of the Group
as determined by the Board, monitoring of the daily operation
and financial results against plans and budgets, guiding the
Company in various corporate affairs. The Executive Committee,
formed by all executive directors from time to time and convey
the meeting when required by the committee chairman. As the
date of this report, the Executive Committee comprised by Mr.
Yang Jai Sung (Committee Chairman) and Mr. Lee Kyu Young.

During the year, the Executive Committee met three times with
the attendance record of individual committee members set out
in the table on page 30 of this report.

Remuneration committee

The Remuneration Committee of the Company comprises three
independent non-executive directors namely Dr. Han Byung
Joon (Committee Chairman), Dr. Kim Chung Kweon and Mr. Kim
Chan Su, and one executive director namely Mr. Yang Jai Sung.

During the year, the Remuneration Committee met three times
with the attendance record of individual committee members set
out in the table on page 30 of this report.

The principal responsibilities of the Remuneration Committee are
(a) reviewing the remuneration packages of directors and senior
management and (b) making recommendations to the Board
on the remuneration structure. The Remuneration Committee
regularly reviews and guides the formulation of the Group’s
remuneration policy for directors and senior management
attributable to performance-driven compensation commitment
as well as market trend and industry norms. The details of the
emoluments of the directors are disclosed in the note 13 of the
financial statements on a namely basis.
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No director can take part in any discussion about his or her own
remuneration.

During the year, the Remuneration Committee has reviewed the
remuneration packages of directors and senior management
according to the Group’s employment policy, nomination policy,
remuneration policy, training and development policy and
communication policy which have been formulated and adopted
by the Remuneration Committee.

Nomination of directors

The Company has not established a nomination committee. The
nomination and appointment of any new director(s) would be
administered by the Remuneration Committee according to the
adopted selection criteria and evaluation processes as set out in
the director nomination policy.

The objectives of this director nomination policy is to ensure
the Board is properly constituted with a balanced mix of skills,
qualifications and experiences to meet its fiduciary obligations
to the Company and its shareholders as well as to face the
Company’s current and emerging operating and strategic
challenges and opportunities.

Audit committee

The Audit Committee of the Company comprises three
independent non-executive directors namely Mr. Kim Chan Su
(Committee Chairman), Dr. Kim Chung Kweon and Dr. Han
Byung Joon, and one non-executive director namely Mr. Yang Ho
Sung.

During the year, the Audit Committee met twice with the external
auditors without the presence of any executive director. The
complete attendance records of individual committee members
have been set out in the table on page 30 of this report.

The principal responsibilities of the Audit Committee are:-

(1) monitoring the integrity of financial reporting of the
Company;

(2) reviewing the internal control and risk management
systems of the Group; and

(3) reviewing the corporate governance practices of the
Company.
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During the year, the Audit Committee has:-

(1) reviewed the 2009 annual report and accounts;

(2) reviewed the 2010 interim report and accounts;

(3) monitored the effectiveness of the financial reporting and
audit processes;

(4) reviewed the Group’s financial controls, internal control and
risk management systems;

(5) considered and determined the scope of internal control
review for the year 2010;

(6) discussed with the management about findings of the
internal control review report prepared by external
independent professionals;

(7) conducted the discussions with external auditors regarding
the financial reporting and relevant compliance;

(8) reported all relevant matters to the Board from time to time;
and

(9) reviewed the auditors’ remuneration and recommended
the Board to re-appoint SHINEWING (HK) CPA Limited as
Company’s auditors in the year 2011, which is subject to
the approval of shareholders at the forthcoming AGM.

In addition, the Audit Committee had reviewed, discussed and
approved the annual results of the Group for the year ended
31 December 2010.

Auditors

The financial reporting responsibilities of the auditors are set out
on pages 63 to 64 of this annual report.

During the fiscal year of 2010, the fees paid/payable to the
auditors in respect of audit and non-audit services provided by
the auditors to the Group were as follows:
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The Board committed to seek the best interests for the
shareholders of the Company. In this connection, an ad hoc
Independent Board Committee has been established and
comprised by Mr. Kim Chan Su (Committee Chairman), Dr. Kim
Chung Kweon and Dr. Han Byung Joon, to consider and review
matters regarding the continuing connected transactions of the
Group and advise the same to the independent shareholders
whether the transactions are fair and reasonable and in the
interests of the Company and shareholders as a whole. All
members comprised in the committee are the independent non-
executive directors of the Company.
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The separate roles of the chairman and chief
executive officer

The division of responsibilities between the Chairman of the
Board, Mr. Yang Ho Sung, and the Chief Executive Officer,
Mr. Yang Jai Sung, is clearly defined and has been approved
by the Board. The Chairman provides leadership of the Board,
ensures the effectiveness of the Board and oversees the
corporate development; while the Chief Executive Officer, as
head of the executive directorate, is responsible for managing
the business development and strategic planning of the Group.

Their separate roles reinforce the continuous enhancement of
the Group’s corporate governance in terms of corporate fairness,
transparency and accountability.

Directors and directors’ independence

There are no financial, business, family or other material/
relevant relationship(s) among members of the Board except that
Mr. Yang Jai Sung (Chief Executive Officer) is the younger brother
of Mr. Yang Ho Sung (Chairman of the Board).

The directors are given access to independent professional
advice at the Group’s expense, when the directors deem it
necessary in order to carry out their responsibilities.

The Board also advocates the participation of non-executive
director and independent non-executive directors in various
board committees to safeguard objectivity and independence.

Non-executive directors have been appointed under specific
terms of employment. The appointment of Mr. Yang Ho Sung as
a non-executive director of the Company has been renewed and
with effect from 1 March 2011 for another two years, and the
appointments of Dr. Kim Chung Kweon, Dr. Han Byung Joon and
Mr. Kim Chan Su, as the independent non-executive directors
of the Company have been renewed and with effect from
11 October 2010 for another two years. All directors, including
the executive directors and non-executive directors, are subject
to retirement by rotation and re-election of their directorship in
the Company as set in the Company’s Articles of Association.

The Company has received the confirmation letters from each
of the independent non-executive directors that confirming their
independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). The Company considers all
independent non-executive directors are independent.
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Internal controls

The Board is responsible for reviewing the effectiveness of the
internal control system of the Group. The scope of the review
is determined and recommended by the Audit Committee and
approved by the Board annually. The review covers:-

(1) all material controls, including but not limited to financial,
operational and compliance controls;

(2) risks management functions; and

(3) the adequacy of resources, qualifications and experience
of staff in connection with the accounting and financial
reporting function of the Group and their training
programmes and relevant budget.

The Board has engaged external independent professionals to
conduct a review of the Group's internal control system during
the year. An internal control review report was presented to the
Audit Committee.

The Audit Committee is satisfied with the Group's internal control
system. The system is designed in consideration of the nature of
business and the organisation structure. The system is designed
to manage rather than eliminate the risk of failure in operational
system and to provide reasonable, but not absolute, assurance
against material misstatement or loss. The system is designed
further to safeguard the Group’s assets, maintain appropriate
accounting records and financial reporting, achieve efficiency of
operations and ensure compliance with the Listing Rules and all
other applicable laws and regulations.

The Group will continue to engage external independent
professionals to review its internal control system and further
enhance its internal control as appropriate.

There is currently no internal audit function within the Group.
The Board has reviewed the need for an internal audit function
and is of the view that in light of the size, nature and complexity
of the business of the Group, it would be more cost effective to
appoint external independent professionals to perform internal
audit functions for the Group as the need arises. Nevertheless,
the Board will continue to review the need for an internal audit
function annually.

Compliance of code on corporate governance
practices

The Company is committed in achieving a high standards of
corporate governance so as to ensure better transparency and
protection of shareholders’ interest. The Company has complied
with the code provisions as set out in the Appendix 14, code on
Corporate Governance Practices, of the Listing Rules throughout
the year ended 31 December 2010.
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Model code for securities transactions by
directors

The Company has adopted Appendix 10, Model Code for
Securities Transactions by Directors of Listed Issuers of the
Listing Rules (the “Model Code”) as the code of practice for
carrying out securities transactions by the directors of the
Company. The Company, having made specific enquiries to all
directors of the Company, confirmed that throughout the year
ended 31 December 2010, all directors have complied with
the code provisions as set out in the Model Code. The relevant
employees who, because of their office in the Company, are likely
to be in possession of unpublished price sensitive information,
have been requested to comply with the provisions of the Model
Code.

Investor relations

The Board recognises the importance of maintaining effective
communications with shareholders. Annual reports and interim
reports provide shareholders with comprehensive information
of the Group’s operational and financial performances;
while general meetings offer a platform for shareholders
to state and exchange views with the Board directly. An
explanation of the detailed procedures for conducting a poll
will be provided to shareholders at the commencement of
general meeting, to ensure that shareholders are familiar
with such procedures. The forthcoming AGM will be held
at Conference Hall 03, 1/F., Core Building 1, Phase 1,
No. 1 Science Park East Avenue, Hong Kong Science Park,
Shatin, New Territories, Hong Kong on Friday, 27 May 2011,
the notice of which will be sent to shareholders at least 20 clear
business days before the meeting. Shareholders may refer to the
section “Corporate Information and Shareholders’ Calendar” in
this annual report for information.

The management continually communicates with analysts and
institutional investors and provides them with up-to-date and
comprehensive information regarding the Group’s development.
The Company practices timely dissemination of information and
makes sure its website www.kse.com.hk contains the most latest
information, including but not limited to annual reports, interim
reports, announcements, monthly returns and press releases,
and is updated in a timely manner to ensure transparency.
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CHAIRMAN & NON-EXECUTIVE DIRECTOR
ERFFHITES

YANG Ho Sung it E

Mr. YANG Ho Sung, aged 62, is the chairman and a non-executive director of the Company. He is mainly responsible for
providing management advice on the corporate development of the Group. He holds a bachelor’'s degree in architectural
engineering from Hanyang University in Korea. He gained 33 years of experience in the electronics industry as a director in
Kwang Sung Electronics Co., Ltd. (“Kwang Sung Korea”) and 28 years of experience as a representative director of Samkor
Electronics Co., Ltd. He joined the Group in 2002. Mr. Yang Ho Sung is the elder brother of Mr. Yang Jai Sung.
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CEO & EXECUTIVE DIRECTOR
ITHRARFANITES

YANG Jai Sung %2

Mr. YANG Jai Sung, aged 51, is the chief executive officer and an executive director of the Company. He is primarily
responsible for the overall corporate strategies and business development of the Group, leading the Group’s management,
including management of the Group’s factories in the PRC. Externally, he is a director of Korean Chamber of Commerce.
Mr. Yang holds a bachelor’'s degree in law from Yonsei University in Korea. Prior to joining the Group in 1991, he worked in
Daewoo Heavy Industries and Machinery Co., Ltd. for 9 years and has extensive experience in the manufacturing industry. Mr.
Yang Jai Sung is the younger brother of Mr. Yang Ho Sung, and he is also a director and shareholder of Kwang Sung Korea, a
substantial shareholder of the Company. Relevant information are set out under the section “Directors’ and Chief Executive’s
Interests and Short Positions in Shares, Underlying Shares and Debenture” of the Annual Report.
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EXECUTIVE DIRECTOR
HITES

LEE Kyu Young £ %

Mr. LEE Kyu Young, aged 48, is the chief operating officer and an executive director of the Company. He is mainly responsible
for international marketing, new business development and strategic planning of the Group. He holds a bachelor’s degree in
electronic engineering from Kwangwoon University in Korea. He has over 22 years of experience in world-renowned international
companies including LG Electronics (Information & Communications Business Division) and Hewlett Packard, specialized in
satellite and wireless communication. He joined the Group in 2006.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
BIAFHITES

HAN Byung Joon &/ &

Dr. HAN Byung Joon, aged 51, has been appointed as independent non-executive director of the Company since October
2002. He holds a bachelor’s degree in engineering from Hanyang University, Korea, a master’'s degree in science from
Tennessee Technological University, a master’s degree of philosophy from Columbia University, a doctor of philosophy from
Columbia University, and graduated Advanced Management Program from Harvard Business School, U.S.A. He has over
26 years of experience in semiconductor research and product development in IBM, AT&T Bell Laboratories and Anam
Semiconductor, Inc. He is now executive vice president and chief technology officer of STATS ChipPAC, Ltd. which is a leading
service provider of semiconductor design, assembly, test and distribution solutions and traded in Singapore Stock Exchange.
He also holds other directorships in iINEMI (International Electronics Manufacturing Initiative) incorporated in Delaware for
advancing manufacturing technology, IPOS (Intellectual Properties Office of Singapore) for fostering the creation, protection
and exploitation of intellectual properties, Simm Tech Co. Ltd. incorporated in Korea and listed in KOSDAQ, and STATS
ChipPAC Taiwan Semiconductor Corp incorporated in Taiwan and listed in Taiwan Stock Exchange.
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KIM Chung Kweon % IE#

Dr. KIM Chung Kweon, aged 55, has been appointed as independent non-executive director of the Company since October
2002. He holds a bachelor’'s degree in geology from Seoul National University, Korea, a master’s degree in business
administration and a master’s degree in accounting from University of Washington, U.S.A. He also completed his doctorate
degree in accounting at University of Pittsburgh, U.S.A. Dr. Kim is a member of the Audit Committee of the Company which
monitors the financial reporting function of the Group. He has lectured at University of Pittsburgh, U.S.A. and at The Hong
Kong University of Science and Technology. He is now a professor at College of Business Administration in Ewha Womans
University, Korea. He also serves as a member of the IFRS International Advisory Committee at the Financial Supervisory
Service in Korea.
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KIM Chan Su &%

Mr. KIM Chan Su, aged 43, has been appointed as independent non-executive director of the Company since September
2004. He holds a bachelor’'s degree in economics from Yonsei University in Korea and is a Certified Public Accountant in
Korea. He had worked as an auditor in Samil Accounting Corporation, PricewaterhouseCoopers in Korea for over 12 years and
currently have been providing tax and accounting advisory services as professional accountant in Hong Kong.
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Senior management

HO Cheuk Yui

Mr. HO Cheuk Yui, Paul, aged 44, is a general manager and
the head of the Global Business Group of the Group. He is
responsible for sales and marketing activities in relation to non-
Korean based customers of the Group. Mr. Ho holds a bachelor’s
degree in business administration with honours from The City
University of New York in the United States. He has over 18 years
of experience in sales and marketing of electronic products. He
joined the Group in 1995.

HONG Sang Joon

Mr. HONG Sang Joon, aged 42, is the group financial controller,
a general manager, and the head of the Management
Planning Group of the Group. He is responsible for financial
management and corporate planning of the Group. Mr. Hong
holds a bachelor’'s degree majoring in Chinese language and
Chinese literature and minoring in business administration from
Yonsei University in Korea and a master’s degree in business
administration from The University of Hong Kong. He is a
CFA Charterholder and Certified FRM having over 16 years of
experience in investment, restructuring, strategic planning and
finance from Hansol group companies and the Group. He joined
the Group in 2002.

JANG Dong Jun

Mr. JANG Dong Jun, aged 54, is the director and the head
of the Electric Component Business Group of the Group. He
is responsible for overall business operations of the Group’s
radio frequency (“RF”) coils and transformer products of the
Group. Mr. Jang graduated from Cheong Il Technical High
School in Korea. He has over 35 years of experience in research
in electronic industry including 25 years of experience in
developing RF coil, transformer and antenna products in Kwang
Sung Korea. He joined the Group in 2005.
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Directors and Senior Management
EERGEBEEAE

JO Jung Ho

Mr. JO Jung Ho, aged 46, is a principal engineer and the head
of Production and Production Engineering Group of the Group.
He is responsible for production and production engineering in
Shenzhen Kwang Sung. Mr. Jo graduated from Gumi National
Electronics Technical High School in Korea. Prior to joining
the Group, he gained over 24 years of experience in electronic
industry including 10 years of experience in developing tuners
and unit electronic components in Kwang Sung Korea. He joined
the Group in 2005.

KIM Choon Gyum

Mr. KIM Choon Gyum, aged 53, is the director and the head
of Infomedia Research & Development 2 Group of the Group.
He is responsible for overall business operations of the wireless
solutions in the Group. Mr. Kim holds a bachelor’s degree
majoring electronic engineering from Inha University in Korea.
Prior to joining the Group, he gained over 22 years of experience
in electronics companies including Maxon Electronics and
Motorola Korea, specialized in RF products including cordless
phones, mobile phones and Bluetooth products. He joined the
Group in 2008.

KIM Yeon Jun

Mr. KIM Yeon Jun, aged 46, is a general manager and the
head of Infomedia Solution Sales Group of the Group. He is
responsible for new business development including Wiretape™
business of the Group. Mr. Kim holds a bachelor’'s degree
majoring mass communication from Korea University in Korea.
Prior to joining the Group, he gained 18 years of experience in IT
industry. He joined the Group in 2009.
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Kwang Sung Electronics H.K. Co. Limited
KEEFEBERAA

Directors and Senior Management
EERGEBEEAE

KO Byoung Hwan

Mr. KO Byoung Hwan, aged 44, is a general manager and the
head of Sales / Manufacturing Management Group of the Group.
He is responsible for procurement, production planning, product
shipment as well as inventory management of the Company.
Mr. Ko holds a bachelor’s degree in economics from Dongguk
University in Korea. He has over 16 years’ experience in sales
and marketing of electronic products and management. He
joined the Group in 1994.

LEE Bae Sung

Mr. LEE Bae Sung, aged 48, is a general manager and the head
of Quality Assurance Group of the Group. He is responsible
for quality assurance of the Group’s products. Mr. Lee holds
a bachelor’'s degree in Industrial Engineering from Konkuk
University in Korea. Prior in joining the Group, he gained 20
years of experience in quality control and quality assurance in
electronic industry. He joined the Group in 2007.

LEE Don Gi

Mr. LEE Don Gi, aged 47, is a general manager and the head
of Automotive Electronics Sales Group of the Group. He is
responsible for sales and marketing activities of composite
components of the Group. Mr. Lee graduated from Korea Port
Logistics High School. He has over 23 years of experience in
electronics industry including 18 years in Kwang Sung Korea. He
joined the Group in 2005.
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Directors and Senior Management
EERGEBEEAE

LIM Hee Jun

Mr. LIM Hee Jun, aged 38, is a chief engineer and the head
of Wireless Component Business Group of the Group. He is
responsible for overall business operations of the Group’s wireless
component products. Mr. Lim was the industrial undergraduate
in mechatronics engineering from Korea Polytechnics College in
Korea. He has over 16 years of experience in electronics industry
including 13 years in Kwang Sung Korea. He joined the Group in
2007.

PARK Jung Soon

Mr. PARK Jung Soon, aged 48, is a general manager and
the head of the Purchasing / Material Management Group
of the Group. He is responsible to supervise the purchasing,
subcontracting and inventory management in Korea. Mr. Park
graduated from Suncheon Technical High School in Korea. He
has over 23 years of experience in electronics industry including
19 years in Kwang Sung Korea. He joined the Group in 2006.

SEO Pan Dong

Mr. SEO Pan Dong, aged 59, is a fellow researcher and the
head of the Infomedia Research & Development 1 Group of
the Group. He is responsible for the research and development
of the RF modules in Korea R&D Centre. Mr. Seo holds a
bachelor’s degree majoring in electronic engineering from
Pusan National University in Korea. Prior to joining the Group,
he gained 26 years of experience in LG Electronics (Information
& Communications Business Division), specialized in designing
and developing home, car and portable audio tuners. He joined
the Group in 2007.
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Kwang Sung Electronics H.K. Co. Limited
KEEFEBERAA

Directors and Senior Management
EERGEBEEAE

SUH Jin Won

Mr. SUH Jin Won, aged 43, is a general manager and the head
of Operation Management Group of the Group. He is responsible
for administration and financial management in Shenzhen
Kwang Sung. Mr. Suh holds a bachelor’s degree in law from
Dongguk University in Korea. He has over 14 years of experience
in electronic industry. He joined the Group in 1996.

SUNG Soo Earn

Mr. SUNG Soo Earn, aged 53, is a general manager and
the head of Resource Management Group of the Group. He
is responsible for overall R&D planning and control of the
Group. Mr. Sung holds a bachelor’s degree in electronics and
communications engineering from Kwangwoon University in
Korea. Prior to joining the Group, he gained over 23 years of
experience in developing electronic devices such as PA modules
and PA MMIC, and RF modules mainly from LG Electronics
(Information & Communications Business Division). He joined
the Group in 2007.

YANG Jae Eun

Mr. YANG Jae Eun, aged 47, is a principal engineer and the
head of Infomedia Research & Development 4 Group of the
Group. He is responsible for the research and development of
the Group’s RF modules products in China R&D Centre. Mr. Yang
holds a bachelor’s degree in Electronic Engineering from Kumoh
National Institute of Technology in Korea. He has over 16 years
in electronic industry. He joined the Group in 2007.
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Directors and Senior Management
EERGEBEEAE

YOON Yong Seob

Mr. YOON Yong Seob, aged 47, is a principal engineer and
the head of Infomedia Research & Development 3 Group of
the Group. He is responsible for the software solutions of the
products in the Group. Mr. Yoon holds a master’'s degree in
Electronic Engineering from Kwangwoon University in Korea.
He has over 21 years of software design experience in wireless
communication and mobile phones industry. He joined the
Group in 2009.
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Kwang Sung Electronics H.K. Co. Limited
KEEFEBERAA

Report of the Directors
EEEREE

The directors submit herewith their report together with the
audited financial statements for the year ended 31 December
2010.

Principal activities

The principal activities of the Company are the manufacture
and sale of electronic components. The principal activities and
other particulars of the subsidiaries are set out in note 19 to the
financial statements. An analysis of the Group’s performance for
the year by business and geographical segments is set out in
note 7 to the financial statements.

Major customers and suppliers

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively
during the financial year is as follows:

EEELARBREEARNE T+
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ITEXRB

ARAZEBEHREENHEE T LI - K
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FEEPRMES

RAFRFEN  BRASEIBEEFPRHERED
PIEIEAKEHEERRBERECERNT

Percentage of
the Group’s total

MAEEBEE D
Sales Purchases
tHE BE
The largest customer S PN 21%
Five largest customers in aggregate AREFE 60%
The largest supplier RAMER 8%
Five largest suppliers in aggregate A KM FEREE 27%

Kwang Sung Korea, a substantial shareholder of the Company
and beneficially owned by certain directors and their associates,
is one of the customers and subcontractors of the Group.
Further details are set out in the sections “Directors’ Interests in
Contracts” and “Connected Transactions” in the Report of the
Directors.

Save as disclosed above, at no time during the year have the
directors, their associates or any shareholder of the Company
(which to the knowledge of the directors owns more than 5%
of the Company’s share capital) had any interest in these major
customers and suppliers.
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Report of the Directors
EEEREE

Results and appropriations

The profit of the Group for the year ended 31 December 2010
and the state of the Company’s and the Group’s affairs as at that
date are set out in the financial statements on pages 65 to 172
of this annual report.

No interim dividend was declared for the six months ended
30 June 2010 (2009: Nil). The Board does not recommend the
payment of a final dividend for the year ended 31 December
2010 (2009: Nil).

Reserves

Details of movements in reserves during the year are set out in
the consolidated statement of changes in equity on pages 71 to
72 of this annual report.

Donations

Charitable and other donations made by the Group during the
year amounted to HK$2,510,000 (2009: HK$1,920,000).

Property, plant and equipment

Details of movements in property, plant and equipment during
the year are set out in note 17 to the financial statements.

Share capital and securities in issue

During the year, no new ordinary share(s) has been issued by the
Company. As at the date of 31 December 2010, the Company
maintained 323,896,933 issued ordinary shares.

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
year ended 31 December 2010.
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Kwang Sung Electronics H.K. Co. Limited
KEEFEBERAA

Report of the Directors
EEEREE

Directors

The directors during the financial year and up to the date of this
report were:

Non-executive director:

Mr. Yang Ho Sung (Chairman)

Executive directors:

Mr. Yang Jai Sung
Mr. Lee Kyu Young
Mr. Woo Nam Jin (resigned on 29 January 2010)

Independent non-executive directors:

Dr. Han Byung Joon
Dr. Kim Chung Kweon
Mr. Kim Chan Su

The biographical details of the directors and senior management
are set out under the section “Directors and Senior Management”
of the Annual Report.

In accordance with Article 101 of the Company’s Articles of
Association, Dr. Kim Chung Kweon and Dr. Han Byung Joon
shall retire from the Board by rotation and, being eligible, offer
themselves for re-election at the forthcoming AGM.

Directors’ service contracts

The duration of all service contracts signed by the directors of
the Company is two years, subject to retirement by rotation and
re-election of their directorship in the Company as set in the
Company’s Articles of Association.

No director of the Company, who proposed for re-election at the
forthcoming AGM, has an unexpired service contract which is
not determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than normal
statutory obligations.
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Report of the Directors
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Directors’ and chief executive’s interests and
short positions in shares, underlying shares and
debentures

As at 31 December 2010, 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 (“SFQ")) 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 (collectively “discloseable interests”) were as
follows:

(1) Interests in issued shares of the company
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Ordinary shares of HK$0.1 each

EREE0.1IBTZEER

Interest of Total % of

Beneficial controlled number of total

owner corporation shares held issued shares

ZEEHEE =2 pd HERT

Name of director EEHE EREEA - Bp4EE REOEBTHLEE

Mr. Yang Jai Sung RELZ5EE 114,582,000 59,500,000 174,082,000 53.75%
(note)
(F3E)

Note: Mr. Yang Jai Sung and his relatives are approximately interested st AR REERAREGEREBRR N ED %

in 79.5% of the issued share capital of 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 under the definition of SFO.

(2) Interests in underlying shares of the company

The director and/or the chief executive of the Company had
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 31 December 2010, none of the
directors and/or the chief executive of the Company, or their
respective associates had any other discloseable interests as
required.
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Report of the Directors
EEEREE

Share option scheme

The Company adopted a share option scheme on 16 June 2003
whereby the directors of the Company are authorised, from time
to time during the scheme period 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 (1) the nominal value of the shares; (2)
the closing price of the shares on the Stock Exchange on the
date of grant; and (3) 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
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.

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 31 December 2010 was 31,330,000
shares which represented 9.67% of the issued share capital of
the Company at 31 December 2010. 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.
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Report of the Directors
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During the year 2010, no further new option has been granted
under the share option scheme by the directors of the Company
and therefore no share option of the Company being outstanding.

Information on the accounting policy for share options granted
and the weighted average value per option is provided in notes
3()(ii) and 35 to the financial statements respectively.

Apart from the foregoing, at no time during the year was the
Company or its subsidiaries a party to any arrangement to enable
the directors of the Company or any of their spouses or children
under eighteen years of age to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any
other body corporate.

Substantial shareholders’ and other persons’
interests and short positions in shares and
underlying shares

As at 31 December 2010, the following persons (other than
the directors or chief executive of the Company) had interests
or short positions in the shares and underlying shares of the
Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO or as otherwise notified
to the Company were as follows:
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Ordinary shares of HK$0.1 each

SRAEEIEIZEER

No. of ordinary Nature of % of the issued

shares held interest/Capacity share capital

HEZ Bt/ EERTRG

Substantial shareholders FERR EERYA £ BEIL

Madam Yang Kang Mi Young (note 1) REFRLTT (M) 174,082,000 Interest of spouse 53.75%
FifB 2 e

Kwang Sung Electronics Co., Ltd. KAEHLEE 59,500,000 Beneficial owner 18.37%
ERBEEA

Mr. Kent C. McCarthy Kent C. McCarthy %% 32,904,000 Interest of controlled 10.16%
(“Mr. McCarthy”) (note 2) ([McCarthy &4 1) corporations
(Kizz2) REHEE R

Jayhawk Private Equity Fund I, LP Jayhawk Private 32,904,000 Investment manager 10.16%
(“Jayhawk PEF”) Equity Fund II, LP REKE

([ Jayhawk PEF )
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Notes:

(1)  Madam Yang Kang Mi Young, the wife of Mr. Yang Jai Sung, was
deemed to be interested in these ordinary shares in which Mr. Yang
Jai Sung was deemed or taken to be interested under the definition of
SFO.

(2)  Mr. McCarthy was deemed or taken to be interested in these ordinary
shares through his indirect 100% control in Jayhawk PEF. These
interests were fully duplicated by those beneficially owned by Jayhawk
PEF.

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.

Public float

Based on the information that is publicly available to the
Company and within the knowledge of the directors of the
Company, the Company has maintained the prescribed public
float under the Listing Rules up to the date of this annual report.

Directors’ interests in contracts

Kwang Sung Korea is a substantial shareholder and being one of
the customers and the subcontractors of the Company. Mr. Yang
Jai Sung and his relatives were interested in these arrangements
as a shareholder holding approximately 79.5% interest in the
share capital of Kwang Sung Korea.

Save as disclosed in note 39 to the financial statements under
the heading “Material Related Party Transactions”, there were
no other contracts of significance to which the Company or its
subsidiaries was a party, and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.
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Directors’ interests in competing business

During the year ended 31 December 2010, Mr. Yang Jai Sung,
the director of the Company, is both the shareholder and director
of Kwang Sung Korea, whose businesses compete or are likely to
compete, directly or indirectly, with the Group’s businesses. The
principal businesses of Kwang Sung Korea are as follows:

(1) Research, design and product development of electronic
components and related products and manufacturing
of electronic components for electronic appliances and
communication equipment through the factory operated
by Kwang Sung Korea (the “KSK Factory”) exclusively for
orders placed directly with Kwang Sung Korea and to be
sold in the Korean market but subject to the terms and
limited to the scope as set out in the Deed of Undertaking
and the Research and Development Service Agreement.

(2) Sales, marketing, purchasing and distribution of electronic
components for electronic appliances and communication
equipment, but subject to the terms and limited to the
scope as set out in the Deed of Undertaking and the
Commission Agreement.

In relation to the listing of the Company’s shares on the Main
Board of the Stock Exchange, each of Kwang Sung Korea, KS-
Tech Group Corporation, and Mr. Yang Jai Sung has entered into
the Deed of Undertaking in favour of the Group to the effect that
for so long as Kwang Sung Korea and/or any of its subsidiaries,
Mr. Yang Jai Sung and/or the companies controlled by
Mr. Yang Jai Sung are beneficially interested, directly and
indirectly, whether individually or taken together, in 20% or
more of the issued share capital of the Company, Kwang Sung
Korea and Mr. Yang Jai Sung will not, and Kwang Sung Korea
and Mr. Yang Jai Sung will procure that none of its subsidiaries
(other than the Group) and the companies controlled by him
(other than the Group), respectively, will engage or otherwise be
involved in any business which competes or is likely to compete,
either directly or indirectly, with any of the businesses carried out
by any member of the Group from time to time (the “Restricted
Business”) in any of the regions in which the Group is engaged
in and undertakes the Restricted Business (such regions include
Korea and the PRC (including Hong Kong)).
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Kwang Sung Korea has agreed to first refer all customers’ orders
of electronic components production received by Kwang Sung
Korea from its customers (subject to certain conditions) and
the results and/or products developed by the product design
and research and development centre of Kwang Sung Korea
and the KSK Factory and/or any intellectual property right in or
arising from such results and/or products to the Group on terms
in accordance with the Deed of Undertaking, the Commission
Agreement and the Research and Development Service
Agreement, respectively.

According to the supplementary Deed of Undertaking effective
20 September 2005, KS-Tech Group Corporation is no longer a
party to the Deed of Undertaking as it is no longer beneficially
owned by Kwang Sung Korea.

Pursuant to the supplementary deed inter alia, for so long as
Kwang Sung Korea and/or any of its subsidiaries and Mr. Yang
Jai Sung and/or any of the companies controlled by him are
beneficially interested, directly or indirectly, whether individually
or taken together, in 10% or more of the issued share capital
of the Company, Kwang Sung Korea and Mr. Yang Jai Sung will
not, and Kwang Sung Korea and Mr. Yang Jai Sung will procure
that none of its subsidiaries (other than the Group) and the
companies controlled by him (other than the Group), respectively,
will engage or otherwise be involved in any business which
competes or is likely to compete, either directly or indirectly, with
any of the Restricted Business in any of the regions in which the
Group engages in and undertakes the Restricted Business (such
regions include Korea and the PRC (including Hong Kong)).

The transactions with Kwang Sung Korea are set out in the
paragraph headed “Connected Transactions”. There has been no
material change in directors’ interests in any competing business
subsequent to 31 December 2010.
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Connected transactions

During the year, the Group entered into the following transactions
with Kwang Sung Korea, which constituted continuing connected
transactions (the “connected transactions”) as defined in the
Listing Rules.

(1

(3)

In the ordinary course of business, the Group sold
electronic components to Kwang Sung Korea for resale
to ultimate customers. These transactions were entered
into on normal commercial terms and on prices and terms
comparable to the prevailing market rate or practice.

During the year ended 31 December 2010, sales of
electronic components to Kwang Sung Korea amounted to
HK$1,109,000 (2009: HK$2,246,000).

Pursuant to a Commission Agreement dated 4 Nov 2008,
Kwang Sung Korea referred a number of customers to the
Group. These customers place orders directly with the
Group and upon completion of the production, the Group
sold the electronic components to the customers directly.
The Group paid Kwang Sung Korea a referral commission
which represents not more than 2% of the total sales
to these customers. The referral commission rate was
comparable to the referral commission rates payable by
the Group to independent third parties and was on terms
comparable to the prevailing market rate or practice.

During the year ended 31 December 2010, referral
commission paid/payable by the Group to Kwang Sung
Korea amounted to HK$626,000 (2009: HK$1,371,000).

Pursuant to a Production Outsourcing Agreement dated 4
November 2008, Kwang Sung Korea has agreed to produce
the Products for the Company in ordinary and usual course
of business, on normal commercial terms comparable to
the prevailing market rate and practice after arms length
negotiations. Payment of the production outsourcing fees
will be made in a manner agreed by the Group and Kwang
Sung Korea.

During the year ended 31 December 2010, production
outsourcing fees paid/payable by the Group to Kwang Sung
Korea amounted to HK$2,300,000 (2009: HK$1,659,000).
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At the extraordinary general meeting of 5 December 2008,
the Company has sought approval from the independent
shareholders of the non-exempt continuing connected
transactions up to the limits specified in the new caps for each of
the three financial years ending 31 December 2011 mentioned
below:

P

ZEENF+T_ARBETZRRERK
RRBFSIBILIRRILE TR R E R
% SRESATXMEBE_T——F
A=+—BLL=EMBRFE2# LR :

Annual cap on the aggregate value
of the transactions for

financial years ended/ending 31 December

B/ BBE+=-A=+t—-HL

BBFERZBEZEF LR
2009 2010 2011
Transactions RS —EEhE —E-EF —E——-fF
HK$'000 HK$'000 HK$'000
FHET FET FET
Sales of Products by the Group REEHEZSER
to Kwang Sung Korea TR E 10,200 11,200 12,300
Commission payable by the Group REERER N E
to Kwang Sung Korea FrEE 2 B3
for sales orders placed by the customers 2 HERTEER
referred by Kwang Sung Korea BENYEZ S 5,200 5,200 5,200
Production outsourcing fees payable REERNEBLE
by the Group to Kwang Sung Korea INBEEER 5,800 7,100 8,700

The directors, including the independent non-executive directors,
of the Company have reviewed the connected transactions and
confirmed that:

(1) the connected transactions have been entered into:

(i) in the ordinary and usual course of business of the
Group;

(i) either on normal commercial terms (to the extent
that there are comparable transactions), or, where
there are no sufficient comparable transactions to
judge whether they are on normal commercial terms,
on terms no less favourable to the Group than those
available to or from (as appropriate) independent
third parties; and

(i) on the relevant agreement terms that are fair and
reasonable and in the interests of independent
shareholders of the Company as a whole.
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(2) the connected transactions entered into during the year
ended 31 December 2010 have been conducted such that
the aggregate amount for each type of the transactions has
not exceeded the respective caps set out above.

The Company’s auditors have confirmed in a letter to the board
of directors that:

(i)  the connected transactions had received the approval of
the Company’s board of directors;

(i) there was an agreement in place governing each selected
transaction; and

(iii) the connected transactions had not exceeded the
respective caps as set out above.

Retirement schemes

Details of the retirement schemes participated by the Group are
set out in note 34 to the financial statements.

Five-year financial summary

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 173 of
the annual report.

Confirmation of independence

The Company has received from each of the independent non-
executive directors of the Company an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules and
considers all the independent non-executive directors to be
independent.
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Auditors

The consolidated financial statements for the year ended 31
December 2010 have been audited by SHINEWING (HK) CPA
Limited.

SHINEWING (HK) CPA Limited retire and, being eligible, offer
themselves for reappointment. A resolution for the reappointment
of SHINEWING (HK) CPA Limited as auditors of the Company is
to be proposed at the forthcoming AGM.

By order of the Board
Yang Ho Sung
Chairman

Hong Kong, 25 March 2011
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TO THE MEMBERS OF KWANG SUNG
ELECTRONICS H.K. CO. LIMITED
(Incorporated in Hong Kong with limited liability)

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

33 Hysan Avenue

Causeway Bay, Hong Kong

We have audited the financial statements of Kwang Sung
Electronics H.K. Co. Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 65
to 172, which comprise the consolidated and the Company’s
statements of financial position as at 31 December 2010, and
the consolidated income statement, consolidated statement of
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and
other explanatory notes.

Directors’ responsibility for the financial
statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely
to you, as a body, in accordance with Section 141 of the Hong
Kong Companies Ordinance, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit
in accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
as to whether the financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of the financial statements that
give a true and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements give a true and fair view
of the state of affairs of the Group and the Company as at 31
December 2010 and of the Group’s profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the Hong Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Chan Wing Kit

Practising Certificate Number: P03224

Hong Kong
25 March 2011
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For the year ended 31 December 2010
BE-_T-ZTF+-_A=+—HIFE

2010 2009
—E-ZF —ETNF
Notes HK$'000 HK$'000
Pt FExT FAT
Turnover —E 2] 8 680,481 592,280
Cost of sales HEX A (587,618) (517,780)
Gross profit EF 92,863 74,500
Other income EHablg A 9 8,712 5,749
Selling and distribution expenses SHE ko iERS (21,308) (19,148)
Administrative expenses THRAX (19,804) (16,627)
Research and development expenses 35 F 2 (35,658) (31,066)
Other operating expenses Hthe i (10,398) (10,100)
Finance costs LY VDN 10 (389) -
Profit before taxation RREE AE F 14,018 3,308
Taxation 18 11 (6,325) (39,592)
Profit (loss) for the year AEEREA (EE) 12 7,693 (36,284)
Profit (loss) for the year attributable to: LA A FE(G
REERR (F5E) :

Owners of the Company ZiN/NEIE 2 =N 8,087 (35,774)
Non-controlling interests e T (394) (510)

7,693 (36,284)
Earnings (loss) per share BREBF (EE) 16 HK cents HK cents

4l Al

Basic BN 2.50 (11.13)
Diluted 3% 2.50 (11.13)
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For the year ended 31 December 2010
BE-_T-ZTF+-_A=+—HIFE

=PANPAN £
%/ = Eﬁuyﬁﬁ
2010 2009
—E-FF —ETNF
HK$’000 HK$'000
T#ExT FA&T
Profit (loss) for the year REERM (BE) 7,693 (36,284)
Other comprehensive Etezmkas (M) :
income (expense):
Exchange differences arising on EREIRINEEMEA CEH E5E
translation of foreign operations 7,851 6,907
Surplus on revaluation of land EEFBEAER I RIET A%
and buildings held for own use 6,470 9,167
Deferred tax IRETIA (2,609) (826)
Surplus on revaluation of land EEFEER I RETF
and buildings held for own use, Z AR EHIRIELERIA
net of deferred tax 3,861 8,341
Other comprehensive income AEFHMEERKER - EHRNIE
for the year, net of tax 11,712 15,248
Total comprehensive income REEZEBE
(expense) for the year (B ) 4% 19,405 (21,036)
Total comprehensive income LR AT EIEARERE
(expense) for the year attributable to: 2 E Uk (BEX ) %8 :
Owners of the Company RARIER A 19,799 (21,328)
Non-controlling interests FEPE A hE 2 (394) 292
19,405 (21,036)




Annual Report 2010 67

Consolidated Statement
of Financial Position

LR B ISIRR

As at 31 December 2010
R-ZE-2F+ZA=1t—H

2010 2009
ZE—FF —ETNEF
Notes HK$'000 HK$’000
BRE THET FET
Non-current assets FRBEE
Property, plant and equipment Y - MR R 17 134,364 71,301
Investment property wEMZE 18 5,100 4,100
Goodwill (RS 20 5,857 5,857
Club memberships LSS 21 600 673
Intangible assets | A E 22 17,623 18,532
Investments in equity securities RAFEHIEE 23 = =
Deposits for purchase of property, BEY « #ENEE
plant and equipment 2IES 164 4,245
163,708 104,708
Current assets REEE
Inventories FE 24 82,673 57,100
Trade and other receivables FEUE 5 K B AR SR 25 140,070 143,013
Amounts due from shareholders JiE W % B SRR 33 9,946 10,592
Cash and cash equivalents HeRREEEY 26 133,505 179,386
366,194 390,091
Current liabilities REEE
Trade and other payables EHE 5 M EMBRFK 27 84,456 85,537
Tax payables FERFLIR 43,286 42,712
Bank borrowing — due within one year  $R{T{EE — —FAZ|H 28 13,844 111
141,586 128,360
Net current assets REBEEFE 224,608 261,731
Total assets less current liabilities EEHABRASESE 388,316 366,439
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As at 31 December 2010
R-ZE-2F+ZA=1t—H

2010 2009
—E-FF —ETNF
Notes HK$'000 HK$'000
BRE T#ExT FET
Capital and reserves BARR#E
Share capital [N 29 32,390 32,390
Reserves it 338,972 319,173
Equity attributable to owners ARIER A
of the Company fEh 371,362 351,563
Non-controlling interests FEPE AR FE 2 2,622 3,016
Total equity R 373,984 354,579
Non-current liabilities FREBEE
Bank borrowing — due after one year IRITIEE - —F1&5H] 28 - 83
Derivative financial liabilities TTEEmAE 31 6,452 7,391
Deferred tax liabilities BERIBEE 32 7,880 4,386
14,332 11,860
388,316 366,439

The financial statements on pages 65 to 172 were approved and
authorised for issue by the board of directors on 25 March 2011
and are signed on its behalf by:

Yang Jai Sung
Director

Lee Kyu Young
Director

FOEEFI2AEZHBRECN-F——F=
AZ+THARESESHERIRERT LA T
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As at 31 December 2010
RZZE—ZF+=-_A=+—H

2010 2009
—E—FF —ZETNF
Notes HK$'000 HK$’000
B 5T FiET FETT
Non-current assets FREBEE
Property, plant and equipment Yz - WS NERE 17 33,374 30,631
Investment property wEMZE 18 5,100 4,100
Interests in subsidiaries AL NI - 2 19 94,895 94,521
Club memberships Shes 21 600 673
Intangible assets I EE 22 10,200 10,869
Investments in equity securities RAFEHIEE 23 - -
Deposits for purchase of property, BEEYE  MERFE
plant and equipment ZIRE 164 4,245
144,333 145,039
Current assets REEE
Inventories yEd{ 24 82,673 57,100
Trade and other receivables FEUE 5 & B AR 25 139,924 142,804
Amounts due from subsidiaries R NGIE O E] 19 10,719 =
Amounts due from shareholders FEUR RS B R TE 33 9,946 10,592
Cash and cash equivalents BERIREZEY 26 131,740 178,391
375,002 388,887
Current liabilities REBEE
Trade and other payables TENEB S REMERER 27 83,196 84,851
Amounts due to subsidiaries FERTHT B A R IA 19 = 43,198
Tax payables FESHIE 43,277 42,689
Bank borrowing — due within one year ~ $R1TfEE - —FRZIH 28 13,758 -
140,231 170,738
Net current assets REEEFE 234,771 218,149
Total assets less current liabilities EEABRRBEE 379,104 363,188
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As at 31 December 2010
RZZB-—ZF+_-_A=+—H

VAN v D @] il%
,%/ B MEm
Attributable to owners of the Company
ADREAEL
Properties Non-
Share Share Capital Other Contribution revaluation ~ Statutory ~ Exchange  Retained controlling
capital ~ premium reserve reserve resenve resenve resenve resenve profits  Sub-fotal interests Total
¥
Rx  ROEE EAEE EMBE  LERE EGEE  ieHE  EXGR  REE Wt EREs ]
(otea)  (noteb)  (otec)  (noted)  (nolee)  (notef)  (noteg)
(Wka)  (WEb)  (WEo)  (Wkd)  (Wike) (WD (Wi
HKS000  HKS000  HKS000  HKS000  HKS000  HK$000  HKS000  HKS000  HKS000  HKS000  HKS000  HK$000
Thn At  TEr T  TAr TRt  TEr TR TEr  TAr TR TEn
At 1 January 2009 RZEENE-F-B  3153% 5,921 604 - - 10,045 7493 (5193 28739 399145 - 3914
Total comprehensive REE2ENG
income (expense) for the year (Hx)#= - - - - - 8341 - 6105 (574 (213%8) 2 (21,03)
Acquisiton of a Subsidiary WE-EHEAR - - - - - - - - - - 30 3005
Contributions from shareholders TREILE (st 11(0)
(note 11(b) - - - - 9946 - - - - 9,946 - 9946
Deemed acquision of additonal BENE-FHEAR
interestina subsidiary (note 36(6) ~ ZEEDHER
( B3k 36(0)) = - - 301 - - - - - 301 (30) =
Shares ssued according o RESHEERGE
a patent transfer agreement Rl (H3t31)
(note 31) 854 2,645 - - - - - - - 349 349
Lapse of share options ERERH = = (604) = - = = = 604 - - -
Transfer B - - - - - - %1 - (941) - = =
At 31 December 2009 NEENE
tZA=1-H 32390 53,566 - 301 9,946 18,386 8434 (19088) 242628 361563 3016 354579
Total comprehensive income KEERENR
(expense) for the year (F%) &% - - - - - 3861 - 7851 8087 19799 (394) 19405
Transfer E - - - - - - 1Y) - (942) - - -
At31 December 2010 RZ5-5F
tZA=t-H 32390 58 566 - 301 9946 247 9376 (1137) 2497713 371302 262 313984
Notes: BREE -
(@) Share premium (@) BEHmiEE
The application of the share premium is governed by section 48B of DB BB A TIEHE 48BIEHRE -
the Hong Kong Companies Ordinance.
(b) capital reserve (b) BXRRFHE
The capital reserve comprises the fair value of unexercised share B ARG AT REEA M EE 300 (i) L AR {7 A EfE
options granted to employees of the Company and other eligible ZRAMREAZ T BORFTERE R TAR AR
persons that has been recognised in accordance with the accounting BERHEMAEBERALTZERITEEREZAAE
policy adopted for share-based payments in note 3(1)(ii). (EN
(c) Other reserve (c) Hithfk
Other reserve represents the acquisition/disposal of partial equity HibfEERER SRS RN/ PEHBARZ
interests of subsidiaries with minority shareholders without changes in SR AR AN FE S T 0 A S | A R &) o =5t
control. Details of the accounting policy are set out in note 3(a). REFBERHIEE3() °
(d) Contribution reserve (d) HERE

Contribution reserve represents contributions from shareholders for
indemnity liabilities payable for periods prior to 30 June 2003. Details
are set out in note 39(a)(ii).

HE FRERRS — T =F X 5 =+ H AT HfE
ZIENBERELE o FBENHRE39()II)
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2 52 gy =T —A=+—
IEAEEREER R-E—T&+-F=+—8

(e) Properties revaluation reserve (e) MEEMHRHE
The properties revaluation reserve has been set up and is dealt with YIS Eh B TIRFEI FrEi A BisEa AL
in accordance with the accounting policies adopted for land and REF 7@ BRBR L REIE o
buildings held for own use in note 3(f).

()  Statutory reserve f) EERE
In accordance with the People’s Republic of China (the “PRC”) laws RBBEANIINEBELEZHEARLNE ([
applicable to wholly-foreign owned investment enterprises, subsidiaries DER  ARaRFEEECHBARTER
of the Company operating in the PRC are required to set up a general N—REEES  UIRZFRRRL10% 2FER
reserve fund and appropriate at least 10% of respective company’s B (PR BRARIERNE ) BA—#K
annual profit after taxation, as determined under the PRC accounting HEES  BEEHEERESHFMERS0% A
rules and regulations, to the general reserve fund until the balance of I —REFEGEESTRERAEBEENERAEH
the reserve equals to 50% of its registered capital. This fund can be A o

used to make good losses and to convert into paid-up capital.

(8) Exchange reserve (g) Exf#E

The exchange reserve comprises all foreign exchange differences ERFEREMAERRERNQRERNS AR MG
arising from the translation of the financial statements of the BREEACZEN = BT )\F—F—H
Company’s branch in Korea. At 1 January 2008 onwards, the # o BARERS QRS KBS INERERTSAT
functional currency of the Korea Branch has been changed from WREZESEY  AHARAEHERS REZ
Hong Kong dollars (“HKD”) to Korean Won (“KRW”) following the Thae B mAT ([Hx ) B ARE ([ 88 ) -
Korea Branch has substantially increased its trading activities in the NEBEETEMET EBEUREERGEHE - %
Korean market. Sales and purchases conducted in the Korean market FEEIRIEM R 3(0) Fr sl @ st R R IE

are denominated and settled in KRW. The reserve is dealt with in
accordance with the accounting policy set out in note 3(0).
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—T-TEER

BEZZ-Z2F+A=+t-HLFE

:MF
2010 2009
—E-FF —ETNF
HK$’000 HK$'000
TF#ExT FET
OPERATING ACTIVITIES ReEEE
Profit before taxation BRAR AT & A 14,018 3,308
Adjustments for: RS SIBEL A -
Interest income A EUA (718) (1,888)
Finance costs BhE R AR 389 —
Depreciation e 16,791 18,177
Amortisation of patents BRI i 1,145 855
Written off of club membership WiH=sE 73 =
Impairment loss on trade receivables FEH&T%BE JORE TR 2,772 196
Increase in fair value of PTETRAE
derivative financial liabilities A EEE N (939) (517)
Increase in fair value of KEWMEZ AREEB
investment property 3N (1,000) (400)
Write down of inventories WHTFE 179 4,394
Gain on disposal of property, ﬁ%%% - MBS
plant and equipment Bt i (1,707) (830)
Realised gain on Tﬁ%aﬁf
marketable securities <2 BB W - (14)
Foreign exchange loss ME 7 518 1,685 5,354
Operating cash flows before BEESEHA
movements in working capital ZIERERE 32,688 28,635
(Increase) decrease in inventories FE (8%m) @ (25,752) 19,748
Decrease (increase) in trade FEWE 5 R EABBR K
and other receivables A (18h0) 9,504 (29,079)
(Decrease) increase in trade EHE 5 R EAMBRFK
and other payables R ) 3240 (1,081) 20,755
Cash generated from operations KEEFS 2R S 15,359 40,059
Tax reserve certificate purchased EREERTS (9,333) (6,424)
Interest paid ERFE (389) -
PRC Corporate Income Tax paid BB EASH (4,907) (1,463)
NET CASH FROM OPERATING RETEE2HETHE
ACTIVITIES 730 32,172
INVESTING ACTIVITIES RETEE
Decrease in bank deposits ERITIFFORL - 20,139
Proceeds from disposal of HETHERS
marketable securities Z TS E0E = 7,854
Interest received EUF B 718 1,888
Proceeds from disposal of property, ﬁ%%% e es
plant and equipment M TS RIR 2,388 1,861
Acquisition of a subsidiary Wi —FHE AR
(note 36(a)) ( Mi3E36(a)) - (9,434)
Acquisition of property, plant W -~ #es AR
and equipment (62,699) (6,048)
Increase in deposits for purchase of BEWE  HEREE
property, plant and equipment ZIE I (164) (4,245)
Repayment from (advance to) AR EE (MAREREAT )
shareholders I8 646 (38)
NET CASH (USED IN) FROM BEES (FTHA) i
INVESTING ACTIVITIES ZESHEE (59,111) 11,977
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Y P £ HE-F-TFT-A=t—ALFE
2010 2009
—E—FF —ETNF
HK$’000 HK$'000
FiET FETT
FINANCING ACTIVITIES BMEEH
Repayment of bank borrowing BEIRITIEK (19,202) (80)
New bank loans raised HILIRITEE 32,567 =
NET CASH FROM (USED IN) MEEE S (FTA)
FINANCING ACTIVITIES ZEEEE 13,365 (80)
NET (DECREASE) INCREASE IN RERBREZEM2 OAD)
CASH AND CASH EQUIVALENTS B hnEEE (45,016) 44 069
CASH AND CASH EQUIVALENTS R—BA—HZBEE
AT 1 JANUARY REEZEEY 179,386 135,553
Effect of foreign exchange ERSFHTE
rate changes (865) (236)
CASH AND CASH EQUIVALENTS RT+=-RA=+—HzH&
AT 31 DECEMBER RREEEW 133,505 179,386




Notes to the Financial Statements
B R Yt

GENERAL

The Company was incorporated in Hong Kong and its
shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the
Company are disclosed in the corporate information section
of the annual report. The directors of the Company do not
consider any company to be the ultimate holding company
of the Company, however, the directors of the Company
consider the ultimate controlling party of the Company and
its subsidiaries (collectively referred to as the “Group”) to
be Mr. Yang Jai Sung.

The functional currency of the Company is KRW. The
functional currencies for its certain subsidiaries are
Renminbi (“RMB”) and KRW. For the purposes of
presenting the financial statements, the Group adopted
HKD as its presentation currency as its shares are listed in
Hong Kong.

The principal activities of the Company are the manufacture
and sale of electronic components. The principal activities
of its principal subsidiaries are set out in note 19.

Annual Report 2010

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

— AR

ARRBNEBEMAKL - AR R E B
EXZMABRAR ([BRA]) £ o K
NEZEMPFERE R EBER MU N FR
ZRRER—HRE - ARREZTRIME
A RABRNRE Z HRERART - 2
ARRBEFERREERERAEEKEHK
BRR (BRI AKE |) ZRBIERA -

ARARIZNEER REE EETHER
AZHEEEBRARE [ARE ) K
cLEJMBREMS - ARAKEZ
BRONEE LT  BRABETAEZINE
M o

AERBEZFEXBERENHEEETT
- BEBARZ T2EBHNME 19
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Notes to the Financial Statements
B TS FRERMRE

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

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

HKFRSs (Amendments) Amendment to HKFRS 5
as part of Improvement to
HKFRSs 2008

HKFRSs (Amendments) Improvements to HKFRSs
2009

HKAS 27 (Revised) Consolidated and Separate
Financial Statements
HKAS 39 (Amendment) Eligible Hedged Items

HKFRS 1 (Revised) First-time Adoption
of HKFRSs

HKFRS 1 (Amendment) Additional Exemptions
from First-time Adopters

HKFRS 2 (Amendment) Group Cash-settled
Share-based Payment
Transactions

HKFRS 3 (Revised) Business Combinations

HK —INT 5 Presentation of
Financial Statements
— Classification by
the Borrower of
a Term Loan that
Contains a Repayment
on Demand Clause
HK(IFRIC) — INT 17 Distributions of Non-cash
Assets to Owners

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

RPFET RBEIEREMBREE
Al ([ FEMBRELER 1)

EAFER  ARECRATIBELES
AtERE ([ BB SRR ) RAZHET
RAERTRR - BANERT AR 2R ([ #5]
KAMERT BB EREER] ) o

EREUBHEER HESHHRSE

(BRTA) ZERIZE 557
ZIER] - 1ER
—FENFEE
LRl
L2 — B

BFRMBMEER H_TTNFEL

(BRTA) By el
Z B
EFREHER fra MBS
F275% (KIEFT) #mK
BB GFHER BEREINIAR
£ 395% (1E£5TA)
FEUHHREED  BRERAFEUH
158 (KIERT) HELE
BBMBRELER  BHRRRE 2RI

15 (BRIA) #He
BRMBHRELER SEBSHEERD
25 (1EFTA) AR5

BEMBHRELER  FHAH

535 (&1&R])
BBREBELR FHREk 225
- fERABEA
BIRS (B 55K
ZEHEK
Z R

B (BRP% [RIER A7 IR
HERBELREE) JFRLBE
- 2EF 175



Notes to the Financial Statements
B TS FRERMRE

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

HKFRS 3 (Revised 2008) Business Combinations

The Group applies HKFRS 3 (Revised) Business
Combinations prospectively to business combinations for
which the acquisition date is on or after 1 January 2010.
The requirements in HKAS 27 (Revised) Consolidated and
Separate Financial Statements in relation to accounting for
changes in ownership interests in a subsidiary after control
is obtained and for loss of control of a subsidiary are also
applied prospectively by the Group on or after 1 January
2010.

As there was no transaction during the current year in
which HKFRS 3 (Revised) and HKAS 27 (Revised) are
applicable, the application of HKFRS 3 (Revised), HKAS
27 (Revised) and the consequential amendments to
other HKFRSs had no effect on the consolidated financial
statements of the Group for the current or prior accounting
periods.

Results, of the Group in the future periods, may be affected
by future transactions for which HKFRS 3 (Revised), HKAS
27 (Revised) and the consequential amendments to the
other HKFRSs are applicable.

2.

Annual Report 2010
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For the year ended 31 December 2010
BE-F-TF+-A=t-ALFE

RPFET RBEIERMBREE
Al ([ FEMBHREED ) (8)

FRMBHRELAEIR (RDBN\E
MIEET) EH A

AEEBRKERRS T —ZTF—F—H
R BRZEBAHN TEPHEREEY
BmEERIE 3R (ELIERT ) ZHEEH ] -
FREGAERNFE 275 (RIER]) &6
BYPBHRER | ERAMBARMAEDE
8 (REUSHREZMB AR 2 ZHI#IK)
ZEHREZRE - AREREKR -F—
ZFE-A—BHZRITERBER

BHRERFEY BERNBBYBEREE
AIFE 35 (RIER]) hB B G ERIFE27
B (RIER]) 2R 5% - BRBEVBHRSE
RAE 35 (FIER] ) - BAGTERIE27
5 (RER] ) REMEBEEH B HmEER 28
FRIERTH AN B B R g B St iR 2 4R
BMBHRRL BEBRTE

AREBARRHRE 2 ZEr R AEARN
FEMBREENEIR (KEFT) - B
SRFERE 275k (KIER]) MEMEFERM
BlmE R 2 HEIEFT 2 AR ZMEE

B/ 48R
4
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Notes to the Financial Statements
B TS FRERMRE

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

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

HKFRSs (Amendments) Improvements to HKFRSs
issued in 2010 except
for the amendments to
HKFRS 3 (as revised
in 2008), HKFRS 7,

HKAS 1 and HKAS 28"

HKFRS 1 (Amendment) Limited Exemption from
Comparative HKFRS 7
Disclosures for First-time
Adopters®

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

Financial Instruments:
Disclosures — Transfers
of Financial Assets®

Financial Instruments’

HKFRS 7 (Amendment)

HKFRS 9
HKAS 12 (Amendment) Deferred Tax: Recovery
of Underlying Assets®
HKAS 24 (Revised) Related Party Disclosures”
Financial Instruments:
Presentation
— Classification of
Rights Issues®
Prepayments of a Minimum
Fundings Requirement?

HKAS 32 (Amendment)

HK(IFRIC)-INT 14
(Amendment)

HK(FRIC)-INT 19 Extinguishing Financial
Liabilities with Equity

Instruments’

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

RPFET RBEIERMBREE

Al ([ FRMBRE

#8| ) (&)

NS 0 AR AR AR LA TS 2 28 A M i R A
BRI HAERT LR ~ (ERT AR o
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15 (87T
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F 75 (BRIA)

BB RELER
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ECEER
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HEBREZES)
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B TS FRERMRE

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

1

2

3

Effective for annual periods beginning on or after 1 July 2010 or
1 January 2011, as appropriate.

Effective for annual periods beginning on or after 1 February
2010.

Effective for annual periods beginning on or after 1 July 2010.

Effective for annual periods beginning on or after 1 January
2011.
Effective for annual periods beginning on or after 1 July 2011.

Effective for annual periods beginning on or after 1 January
2012.
Effective for annual periods beginning on or after 1 January
2013.

HKFRS 9 Financial Instruments issued in November
2009 and amended in October 2010 introduces new
requirements for the classification and measurement
of financial assets and financial liabilities and for
derecognition.

HKFRS 9 requires all recognised financial assets
that are within the scope of HKAS 39 Financial
Instruments: Recognition and Measurement to be
subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held
within a business model whose objective is to collect
the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and
interest on the principal outstanding are generally
measured at amortised cost at the end of subsequent
accounting periods. All other debt investments and
equity investments are measured at fair values at the
end of subsequent accounting periods.

2.

Annual Report 2010
—E-TEFR

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

RPFET RBEIERMBREE
Al ([ FEMBHREER ) (&

RF—FELA—AR-F—F—A—

B (INA38 ) SROAARAIA 2 7F (S BRI -
ORCEERoh R EEN

C

2

=
ezl
3 N=ZZE—TF+ A — BB ZFEH
AR -
! R-TE——F— A — BBz FEH
R -
° RZZT——F A — R ERBZFER
AR
° RIZB—_F—- A - B ERBZFER
R -
! RIZB—=F—A—HaERBZFER
Faﬁ_il_%l °©

RZZBEZNF+—-ABEMITR _ZE—ZFF
TREFTZBEEMBHREERNEIFRE A
TESIASREERTRBEZSR 51
E&HX/%EEHE\Z*E%EE °
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Notes to the Financial Statements
B TS FRERMRE

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

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

HKFRS 9 is effective for annual periods beginning on or
after 1 January 2013, with earlier application permitted.

The directors of the Company anticipate that HKFRS 9
that will be adopted in the Group’s consolidated financial
statements for annual period beginning on 1 January 2013
and that the application of the new standard will have a
significant impact on amounts reported in respect of the
Group’s financial assets and financial liabilities. However, it
is not practicable to provide a reasonable estimate of that
effect until a detailed review has been completed.

The amendments to HKFRS 7 titled Disclosures — Transfers
of Financial Assets increase the disclosure requirements for
transactions involving transfers of financial assets. These
amendments are intended to provide greater transparency
around risk exposures when a financial asset is transferred
but the transferor retains some level of continuing exposure
in the asset. The amendments also require disclosures
where transfers of financial assets are not evenly distributed
throughout the period.

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE
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Al ([ FEMBHREED ) (8)
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B TS FRERMRE

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

The directors of the Company do not anticipate that these
amendments to HKFRS 7 will have a significant effect
on the Group’s disclosures regarding transfers of trade
receivables previously effected. However, if the Group
enters into other types of transfers of financial assets in
the future, disclosures regarding those transfers may be
affected.

HKAS 24 Related Party Disclosures (as revised in 2009)
modifies the definition of a related party and simplifies
disclosures for government-related entities. The disclosure
exemptions introduced in HKAS 24 (as revised in
2009) do not affect the Group because the Group is
not a government-related entity. However, disclosures
regarding related party transactions and balances in these
consolidated financial statements may be affected when
the revised version of the standard is applied in future
accounting periods. As the directors of the Company
expect no counterparties that did not previously meet the
definition of a related party may come within the scope
of the standard, the application of this standard will not
have any effect on the Group’s operating results, financial
position or comprehensive income nor any impact on
disclosure.

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

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared on the
historical cost basis except for certain financial instruments
and properties, which are measured at fair values, as
explained in the accounting policies set out below.

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

2.
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Notes to the Financial Statements
B TS FRERMRE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Basis of consolidation

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

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

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

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

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Allocation of total comprehensive income to
non-controlling interests

Total comprehensive income and expense of a
subsidiary is attributed to the owners of the Company
and to the non-controlling interests even if this
results in the non-controlling interests having a deficit
balance. Prior to 1 January 2010, losses applicable
to the non-controlling interests in excess of the non-
controlling interests in the subsidiary’s equity were
allocated against the interests of the Group except
to the extent that the non-controlling interests had
a binding obligation and were able to make an
additional investment to cover the losses.
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries on or after 1 January 2010

Changes in the Group’s ownership interests in
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests
are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests
are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of
the subsidiary and any non-controlling interests.
When assets of the subsidiary are carried at revalued
amounts or fair values and the related cumulative gain
or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts
previously recognised in other comprehensive income
and accumulated in equity are accounted for as if
the Company had directly disposed of the relevant
assets (i.e. reclassified to profit or loss or transferred
directly to retained earnings). The fair value of any
investment retained in the former subsidiary at the
date when control is lost is regarded as the fair value
on initial recognition for subsequent accounting
under HKAS 39 Financial Instruments: Recognition
and Measurement or, when applicable, the cost on
initial recognition of an investment in an associate or
a jointly controlled entity.

(a)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in
existing subsidiaries (Continued)

Changes in the Group’s ownership interests in existing
subsidiaries prior to 1 January 2010

Increases in interests in existing subsidiaries were
treated in the same manner as the acquisition of
subsidiaries, with goodwill or a bargain purchase gain
being recognised where appropriate. For decreases
in interests in subsidiaries, regardless of whether the
disposals would result in the Group losing control
over the subsidiaries, the difference between the
consideration received and the carrying amount of
the share of net assets disposed of was recognised in
profit or loss.

Business combinations

Acquisition of businesses was accounted for using
the purchase method. The cost of the acquisition
was measured at the aggregate of the fair values,
at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments
issued by the Group in exchange for control of the
acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that met
the relevant conditions for recognition were generally
recognised at their fair value at the acquisition date.

Goodwill arising on acquisition was recognised as an
asset and initially measured at cost, being the excess
of the cost of the acquisition over the Group’s interest
in the recognised amounts of the identifiable assets,
liabilities and contingent liabilities recognised. If, after
assessment, the Group’s interest in the recognised
amounts of the acquiree’s identifiable assets, liabilities
and contingent liabilities exceeded the cost of the
acquisition, the excess was recognised immediately
in profit or loss.

The non-controlling interest in the acquiree was
initially measured at the non-controlling interest’s
proportionate share of the recognised amounts of
the assets, liabilities and contingent liabilities of the
acquiree.

For the year ended 31 December 2010
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Business combinations (Continued)

Contingent consideration was recognised, if and only
if, the contingent consideration was probable and
could be measured reliably. Subsequent adjustments
to contingent consideration were recognised against
the cost of the acquisition.

Business combinations achieved in stages were
accounted for as separate steps. Goodwill was
determined at each step. Any additional acquisition
did not affect the previously recognised goodwill.

Goodwill

Goodwill arising on acquisition of a business is carried
at cost less any accumulated impairment loss and is
presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill is
allocated to each of the Group's cash-generating
units, or groups of cash-generating units, that
is expected to benefit from the synergies of the
combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or
frequently when there is indication that the unit may
be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount,
the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the
unit and then to the other assets of the unit on pro
rata basis based on the carrying amount of each
asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss in the consolidated
income statement. Impairment loss for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill capitalised is included
in the determination of the amount of profit or loss on
disposal.
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Notes to the Financial Statements
B TS FRERMRE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Intangible assets

(i)

(ii)

Intangible assets acquired in a business
combination

Intangible assets acquired in a business
combination are identified and recognised
separately from goodwill where they satisfy the
definition of an intangible asset and their fair
values can be measured reliably. The cost of
such intangible assets is their fair value at the
acquisition date.

Subsequent to initial recognition, intangible
assets with finite useful lives are carried at
revalued amounts, being their fair value at
the date of the revaluation less subsequent
accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a
straight-line basis over their estimated useful
lives (see the accounting policy in respect of
impairment losses on tangible and intangible
assets below).

Intangible assets acquired separately

Any revaluation increase arising from
revaluation of intangible assets is recognised in
other comprehensive income and accumulated
in revaluation reserve, except to the extent that
it reserves a revaluation decrease of the same
asset previously recognise in profit or loss, in
which case the increase is credited to profit or
loss to the extent of the decrease previously
charged. A decrease in net carrying amount
arising on revaluation of an intangible asset is
recognised in profit or loss to the extent that it
exceeds the balance, if any, on the revaluation
reserve relating to a previous revaluation of that
asset. On the subsequent sale or retirement of
a revalued asset, the attributable revaluation
surplus is transferred to retained profits.

(d)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

(e)

Intangible assets (Continued)

(iii) Derecognition of intangible assets

An intangible asset is derecognised on disposal,
or when no future economic benefits are
expected from use or disposal. Gains or losses
arising from derecognition of an intangible
asset, measured as the difference between the
net disposal proceeds and the carrying amount
of the asset, are recognised in profit or loss
when the asset is derecognised.

Financial instruments

Financial assets and financial liabilities are
recognised in the consolidated and the Company’s
statements of financial position when a group entity
becomes a party to the contractual provisions of the
instrument. Financial assets and financial liabilities
are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities
(other than financial assets or financial liabilities
at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities
at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

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

(d)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Financial instruments (Continued)
Financial assets (Continued)

Effective interest method

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

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

Financial assets at fair value through profit or loss

Financial assets at FVTPL including investments in
equity securities.

A financial asset is classified as held for trading if:

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

° it is a part of an identified portfolio of financial
instruments that the Group and the Company
manage together and have a recent actual
pattern of short-term profit-taking; or

o it is a derivative that is not designated and
effective as a hedging instrument.
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Financial instruments (Continued)
Financial assets (Continued)

Investments in equity securities

The Group’s and the Company’s policies for
investments in equity securities, other than
investments in subsidiaries, are as follows:

Investments in equity securities are initially stated
at cost, which is their transaction price unless fair
value can be more reliably estimated using valuation
techniques whose variables include only data from
observable markets. Cost includes attributable
transaction costs.

Investments in securities held for trading, including
marketable securities, are classified as current assets.
Any attributable transaction costs are recognised
in profit or loss as incurred. At the end of each
reporting period, the fair value is remeasured, with
any resultant gain or loss being recognised in profit or
loss.

Investments in equity securities that do not have
a quoted market price in an active market and
whose fair values cannot be reliably measured are
recognised in the consolidated and the Company’s
statements of financial position at cost less
impairment losses (see note 3(i)).

Investments are recognised/derecognised on the date
the Group and the Company commits to purchase/
sell the investments.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Subsequent to
initial recognition, loans and receivables (including
trade and other receivables, amounts due from
shareholders, and cash and cash equivalents) are
carried at amortised cost using the effective interest
method, less any identified impairment loss (see
accounting policy on impairment of financial assets
below).
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets

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

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

o significant financial difficulty of the issuer or
counterparty; or

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

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

o the disappearance of an active market for that
financial asset because of financial difficulties.

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

For financial assets carried at amortised cost,
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original
effective interest rate.
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

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

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

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

Impairment losses on investments in equity securities
will not be reversed in profit or loss in subsequent
periods. Any increase in fair value subsequent
to impairment loss is recognised directly in other
comprehensive income and accumulated in
investment revaluation reserve.

(e)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Financial instruments (Continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and
the definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after
deducting all of its liabilities. The Group’s and the
Company’s financial liabilities are generally classified
as derivative financial liabilities and other financial
liabilities.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
through the expected life of the financial liability, or,
where appropriate, a shorter period.

Interest expense is recognised on an effective interest
basis.

Derivative financial liabilities

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

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Financial instruments (Continued)
Financial liabilities and equity (Continued)

Other financial liabilities

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

Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue
Costs.

Derecognition

Financial assets are derecognised when the rights
to receive cash flows from the assets expire or, the
financial assets are transferred and the Group and
the Company have transferred substantially all the
risks and rewards of ownership of the financial
assets. If the Group and the Company neither transfer
nor retain substantially all the risks and rewards of
ownership and continues to control the transferred
asset, the Group and the Company recognise their
retained interest in the asset and an associated
liability for amounts it may have to pay. If the Group
and the Company retain substantially all the risks
and rewards of ownership of a transferred financial
asset, the Group and the Company continue to
recognise the financial asset and also recognise a
collateralised borrowing for the proceeds received.
On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying amount
and the sum of the consideration received and
receivable and the cumulative gain or loss that had
been recognised in other comprehensive income is
recognised in profit or loss.
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Notes to the Financial Statements
B TS FRERMRE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Financial instruments (Continued)
Financial liabilities and equity (Continued)

Derecognition (Continued)

On derecognition of a financial asset other than in
its entirety (e.g. when the Group and the Company
retain an option to repurchase part of a transferred
asset or retains a residual interest that does not
result in the retention of substantially all the risks
and rewards of ownership and the Group and
the Company retain control), the Group and the
Company allocate the previous carrying amount of
the financial asset between the part it continues
to recognise under continuing involvement, and
the part it no longer recognises on the basis of the
relative fair values of those parts on the date of the
transfer. The difference between the carrying amount
allocated to the part that is no longer recognised and
the sum of the consideration received for the part
no longer recognised and any cumulative gain or
loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss.
A cumulative gain or loss that had been recognised in
other comprehensive income is allocated between the
part that continues to be recognised and the part that
is no longer recognised on the basis of the relative fair
values of those parts.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and payable
is recognised in profit or loss.

(e)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)

Property, plant and equipment

The following land and buildings held for own use
are stated at their revalued amounts, being their fair
values at the date of revaluation less any subsequent
accumulated depreciation and any subsequent
accumulated impairment losses:

° freehold land and buildings; and

° land held under operating leases and buildings
thereon, where the fair values of the leasehold
interest in the land and buildings cannot be
measured separately at the inception of the
lease and the building is not clearly held under
an operating lease (see note 3(h)).

Revaluations are performed with sufficient regularity
such that the carrying amount does not differ
materially from that which would be determined using
fair values at the end of the reporting period.

Other items of property, plant and equipment are
stated in the consolidated and the Company’s
statements of financial position at cost less
accumulated depreciation and impairment losses (see
note 3(i)).

Any revaluation increase arising on revaluation of land
and buildings is recognised in other comprehensive
income and accumulated in revaluation reserve,
except to the extent that it reverses a revaluation
decrease of the same asset previously recognised in
profit or loss, in which case the increase is credited to
profit or loss to the extent of the decrease previously
charged. A decrease in net carrying amount arising
on revaluation of an asset is recognised in profit
or loss to the extent that it exceeds the balance, if
any, on the revaluation reserve relating to a previous
revaluation of that asset. On the subsequent sale
or retirement of a revaluated asset, the attributable
revaluation surplus is transferred to retained profits.
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)

Property, plant and equipment (Continued)

Depreciation on revaluated buildings is recognised in
profit or loss. On the subsequent sale or retirement
of a revalued property, the attributable revaluation
surplus remaining in the properties revaluation
reserve is transferred directly to retained earnings.

Depreciation on other items of property, plant and
equipment is provided to write off the cost of items of
property, plant and equipment over their estimated
useful lives and after taking into account of their
estimated residual value, using the straight-line
method.

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

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the
carrying amount of the item) is included in profit or
loss in the period in which the item is derecognised.

Research and development expenditure

Research and development costs comprise all
costs that are directly attributable to research and
development activities or that can be allocated
on a reasonable basis to such activities. Because
of the nature of the Group’s and the Company’s
research and development activities, the criteria
for the recognition of such costs as an asset are
generally not met until late in the development stage
of the project when the remaining development
costs are immaterial. Hence both research costs
and development costs are generally recognised as
expenses in the period in which they are incurred.
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h)

Leasing

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

The Group and the Company as lessor

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

The Group and the Company as lessee

Operating lease payments are recognised as an
expense on a straight-line basis over the term of
the relevant lease. Benefits received and receivable
as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the
lease term on a straight-line basis.

Leasehold land and buildings

When a lease includes both land and building
elements, the Group and the Company assess the
classification of each element as a finance or an
operating lease separately based on the assessment
as to whether substantially all the risks and rewards
incidental to ownership of each element have
been transferred to the Group and the Company.
Specifically, the minimum lease payments (including
any lump-sum upfront payments) are allocated
between the land and the building elements in
proportion to the relative fair values of the leasehold
interests in the land element and building element
of the lease at the inception of the lease. When the
lease payments cannot be allocated reliably between
the land and building elements, the entire lease is
generally classified as a finance lease and accounted
for as property, plant and equipment. To the extent
the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid
lease payments” in the consolidated statement of
financial position and is amortised over the lease term
on a straight-line basis.

(h)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Impairment losses on tangible and
intangible assets other than goodwill (see
the accounting policy in respect of goodwill
above)

At the end of the reporting period, the Group and the
Company review the carrying amounts of its tangible
and intangible assets to determine whether there
is any indication that those assets have suffered
impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if any.

Where it is not possible to estimate the recoverable
amount of an individual asset, the Group and the
Company estimate the recoverable amount of the
cash-generating unit to which the asset belongs.
Where a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they
are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation
basis can be identified.

In addition, intangible assets with indefinite useful
lives and intangible assets not yet available for use
are tested for impairment annually, and whenever
there is an indication that they may be impaired.

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset for
which the estimates of future cash flows have not
been adjusted.
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Impairment losses on tangible and
intangible assets other than goodwill (see
the accounting policy in respect of goodwill
above) (Continued)

If the recoverable amount of an asset (or cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or
cash-generating unit) is reduced to its recoverable
amount. Impairment loss is recognised as an expense
immediately in profit or loss, unless the relevant asset
(or cash-generating unit) is carried at a revalued
amount under another standard, in which case the
impairment loss is treated as a revaluation decrease
under that standard.

Where impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount
does not exceed the carrying amount that would
have been determined had no impairment loss
been recognised for the asset (or cash-generating
unit) in prior years. A reversal of impairment loss is
recognised as income immediately in profit or loss,
unless the relevant asset is carried at a revalued
amount under another standard, in which case
the reversal of the impairment loss is treated as a
revaluation increase under that standard.

Club memberships

Club memberships are stated in the consolidated
and the Company’s statements of financial position at
cost less accumulated amortisation and impairment
losses. Amortisation of club memberships with finite
useful lives is charged to profit or loss on a straight-
line basis over their estimated useful life of 20 years.
The period of amortisation is reviewed annually.

Club memberships with indefinite useful lives are
stated in the consolidated and the Company’s
statements of financial position at cost less
impairment losses (see note 3(i)).
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method.

() Employee benefits

(i) Short-term employee benefits and
contributions to defined contribution
retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits
are accrued in the year in which the associated
services are rendered by employees. Where
payment or settlement is deferred and the effect
would be material, these amounts are stated at
their present values.

(ii) Share-based payments

The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in a
capital reserve within equity. The fair value is
measured at the grant date using the binomial
lattice model, taking into accounts the terms
and conditions upon which the options
were granted. Where the employees have
to meet vesting conditions before becoming
unconditionally entitled to the options, the total
estimated fair value of the options is spread
over the vesting period, taking into account the
probability that the options will vest.

)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

() Employee benefits (Continued)

(ii)

Share-based payments (Continued)

During the vesting period, the number of share
options that is expected to vest is reviewed.
Any adjustment to the cumulative fair value
recognised in prior years is charged/credited to
profit or loss for the year of the review, unless
the original employee expenses qualify for
recognition as an asset, with a corresponding
adjustment to the capital reserve. On the vesting
date, the amount recognised as an expense is
adjusted to reflect the actual number of options
that vest (with a corresponding adjustment to
the capital reserve) except where forfeiture is
only due to not achieving vesting conditions
that relate to the market price of the Company’s
shares. The equity amount is recognised in
the capital reserve until either the option is
exercised (when it is transferred to the share
premium) or the option expires (when it is
released directly to retained profits).

Share options granted to employees

The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in a
capital reserve within equity. The fair value is
measured at the grant date using the binomial
lattice model, taking into accounts the terms
and conditions upon which the options
were granted. Where the employees have
to meet vesting conditions before becoming
unconditionally entitled to the options, the total
estimated fair value of the options is spread
over the vesting period, taking into account the
probability that the options will vest.
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Notes to the Financial Statements
B TS FRERMRE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

)

Employee benefits (Continued)

(ii)

Share-based payments (Continued)

Share options granted to employees (Continued)

During the vesting period, the number of share
options that is expected to vest is reviewed.
Any adjustment to the cumulative fair value
recognised in prior years is charged/credited to
profit or loss for the year of the review, unless
the original employee expenses qualify for
recognition as an asset, with a corresponding
adjustment to the capital reserve. On the vesting
date, the amount recognised as an expense is
adjusted to reflect the actual number of options
that vest (with a corresponding adjustment to
the capital reserve) except where forfeiture is
only due to not achieving vesting conditions
that relate to the market price of the Company’s
shares. The equity amount is recognised in
the capital reserve until either the option is
exercised (when it is transferred to the share
premium) or the option expires (when it is
released directly to retained profits).

Share options granted to consultants/advisors

Share options issued in exchange for goods or
services are measured at the fair values of the
goods or services received. The fair values of
the goods or services received are recognised
as expenses, with a corresponding increase in
equity (capital reserve), when the Group obtains
the goods or when the counterparties render
services, unless goods and services qualify for
recognition as assets.

)

For the year ended 31 December 2010
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Notes to the Financial Statements
B TS FRERMRE

For the year ended 31 December 2010
HE-_Z-ZF+_A=+-ALEE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEGFBR(E)
(Continued)

(m) Taxation (m) ER5#

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

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

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the financial statements and the corresponding
tax base used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable
profits will be available against which those deductible
temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

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

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Taxation (Continued)

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

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply in the period
in which the liability is settled or the asset is realised,
based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences
that would follow from the manner in which the Group
and the Company expect, at the end of the reporting
period, to recover or settle the carrying amount of
its assets and liabilities. Deferred tax is recognised
in profit or loss, except when it relates to items that
are recognised in other comprehensive income or
directly in equity, in which case the deferred tax is
also recognised in other comprehensive income or
directly in equity respectively. Where current tax or
deferred tax arises from the initial accounting for a
business combination, the tax effect is included in
the accounting for the business combination.

Revenue recognition
(i) Sales of goods

Revenue is recognised when goods are
delivered at the customers’ premises which are
taken to be the point in time when the customer
has accepted the goods and the related risks
and rewards of ownerships. Revenue is after
deduction of trade discounts and sales related
taxes.

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

(m) FriE#H (&)

BB BEEZ REENES — 2HH
RETRA - W I E T SERT R
AR A AB BT A S BT IR E
EERSE AR R HIA ©

EERAEERBENZBHINEE
EREEIEERERGFERZHE
(AERARBELVMAEE LOE
MR (RBUE) REE) T8 -
EEHARENREECFE - RIRT
REERARBN2RAREFHADR
By EELEERBBZREE
ZAAFMEEZRBHER < LA
NPT R - RN ERM UL
BN EREEST A ZHEAH
ZBEERIRRRSN - FIAFR TR
AR E M2 B S NS B RS
FRERR o MR EBA M Z R
BREARHNIEMELERE - A
BB E I ARB A 2 G RE
A o

i 2R

() L
WAERRZERF B 0 T
AP ER RS R B
B2 B R REIHE R - WA
AR E TR RE -



Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)

Revenue recognition (Continued)
(ii) Interest income

Interest income from a financial asset is accrued
on a time basis, by reference to the principal
outstanding and at the effective interest rate
applicable, which is the rate that exactly
discounts the estimated future cash receipts
through the expected life of the financial asset
to that asset’s net carrying amount on initial
recognition.

(iii) Scrap sales

Scrap sales is recognised when the goods are
delivered to the customers.

(iv) Rental income

Rental income under operating leases is
recognised on a straight-line basis over the
respective lease terms.

Foreign currencies

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

(n)

(0)
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B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(0)

Foreign currencies (Continued)

Exchange differences arising on monetary items are
recognised in profit or loss in the period in which they
arise, except for:

° exchange differences on foreign currency
borrowings relating to assets under construction
for future productive use, which are included in
the cost of those assets when they are regarded
as an adjustment to interest costs on those
foreign currency borrowings;

o exchange differences on transactions entered
into in order to hedge certain foreign currency
risks (see the accounting policies below); and

o exchange differences on monetary items
receivable from or payable to a foreign operation
for which settlement is neither planned nor
likely to occur (therefore forming part of the
net investment in the foreign operation), which
are recognised initially in other comprehensive
income and reclassified from equity to profit or
loss on repayment of the monetary items.

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

Goodwill and fair value adjustments on identifiable
assets acquired arising on a acquisition of a foreign
operation are treated as assets and liabilities of
that foreign operation and retranslated at the rate
of exchange prevailing at the end of the reporting
period. Exchange differences arising are recognised
in the exchange reserve.

For the year ended 31 December 2010
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

Investment property

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

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

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

Government grants

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

(p)
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Notes to the Financial Statements
B TS FRERMRE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(Q)

()

Government grants (Continued)

Government grants are recognised in profit or loss
on a systematic basis over the periods in which the
Group recognises as expenses the related costs
for which the grants are intended to compensate.
Government grants related to depreciable assets are
recognised as a deduction from the carrying amount
of the relevant asset in the consolidated statement
of financial position and transferred to profit or loss
over the useful lives of the related assets. Other
government grants are recognised as revenue over
the periods necessary to match them with the
costs for which they are intended to compensate,
on a systematic basis. Government grants that
are receivable as compensation for expenses or
losses already incurred or for the purpose of giving
immediate financial support to the Group and the
Company with no future related costs are recognised
in profit or loss in the period in which they become
receivable.

The benefit of a government loan at a below-market
rate of interest is treated as a government grant,
measured as the difference between proceeds
received and the fair value of the loan on prevailing
market interest rates.

Investments in subsidiaries

Subsidiaries are entities controlled by the Company.
Control exists when the Company has the power
to govern the financial and operating policies of an
entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently
are exercisable are taken into account.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment loss (see note 3(i)).

Cash and cash equivalents

Bank balances and cash in the consolidated and the
Company’s statement of financial position comprise
cash at banks and on hand. For the purpose of the
consolidated statement of cash flows, cash and cash
equivalents consist of cash.

(a)

(r

For the year ended 31 December 2010
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Notes to the Financial Statements
B TS FRERMRE

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

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

(@) Impairment of tangible assets

The Group and the Company review the carrying
amounts of the assets at the end of each reporting
period to determine whether there is objective
evidence of impairment. When indication of
impairment is identified, management prepares
discounted future cashflow to assess the differences
between the carrying amount and value in use and
provide for impairment loss. Any change in the
assumption adopted in the cash flow forecasts would
increase or decrease in the provision of impairment
loss and affect the Group’s and the Company’s net
asset value.

Impairment losses for trade and other receivables
are assessed and provided based on the directors’
regular review of ageing analysis and evaluation
of collectability. A considerable level of judgment
is exercised by the directors when assessing the
credit worthiness and past collection history of each
individual customer. An increase or decrease in
the above impairment loss would affect the profit
in the year and in future years. Impairment loss of
approximately HK$2,772,000 (2009: HK$196,000)
has been recognised for the year.
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(b)

Impairment of goodwiill

Determining whether goodwill is impaired requires an
estimation of the value-in-use of the cash-generating
units to which goodwill has been allocated. The value-
in-use calculation requires the Group to estimate the
future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order
to calculate the present value. Where the actual
future cash flows are less than expected, a material
impairment loss may arise. No impairment loss was
recognised for the year ended 31 December 2010
and 31 December 2009.

Impairment of patents

Determining whether patents are impaired requires
an estimation of the value-in-use of the patents. The
value-in-use calculation requires the Group and the
Company to estimate the future cash flows expected
to arise from the patents and a suitable discount rate
in order to calculate the present value. Where the
actual future cash flows are less than expected, a
material impairment loss may arise. No impairment
loss was recognised for the year ended 31 December
2010 and 31 December 2009.

Net realisable value of inventories

The Group and the Company perform regular
review of the carrying amounts of inventories with
reference to aged inventories analysis, expected
future consumption and management judgment.
Based on this review, write down of inventories will
be made when the carrying amounts of inventories
decline below their estimated net realisable value.
Due to changes in technology and market conditions,
actual consumption may be different from estimation
and profit or loss could be affected by differences in
this estimation. During the year, the Group and the
Company wrote down of inventories approximately
HK$179,000 (2009: HK$4,394,000).

For the year ended 31 December 2010
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Notes to the Financial Statements
B TS FRERMRE

4. KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(e)

Income taxes

Determining income tax provisions involves judgment
on the future tax treatment of certain transactions
and interpretation of tax rules. The Group and
the Company carefully evaluate tax implications
of transactions and tax provisions are set up
accordingly. The tax treatment of such transactions
is reconsidered periodically to take into account all
changes in tax legislation. Details of taxation are set
out in note 11.

Deferred tax assets are recognised for tax losses not
yet used and temporary deductible differences. As
those deferred tax assets can only be recognised to
the extent that it is probable that future profit will be
available against which the unused tax credit can
be utilised, management’s judgment is required
to assess the probability of future taxable profits.
Management’s assessment is constantly reviewed
and additional deferred tax assets are recognised if
it becomes probable that future taxable profits will
allow the deferred tax asset to be recovered. Details
of deferred tax are set out in note 32.

Fair value of derivative financial liabilities

As disclosed in note 31, the fair value of the derivative
component of the liabilities at the measurement
date was determined using option pricing models.
Application of option pricing models requires the
Group and the Company to estimate the prominent
factors affecting the fair value, including but
not limited to, the expected life of the derivative
instruments and the expected volatility of the market
price.

Where the estimation on the abovementioned factors
is different from those previously estimated, such
differences will impact the fair value gain or loss of
the derivative financial instruments in the period in
which such determination is made.

Annual Report 2010
—E-TEE]

T-ZFFR

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

4. HFRFBREERRZETERIE(E)

(e)

Fris%i
EBEMSHBRLIMEETRSBE
M5 BE 3 2 H i R B HA D 2 2
B o AEBNARFREFER S 2
BB EL BT RGERE - N&
BEMENER LR 52 HERE
NERFRATERENZ BEN - HIA
AHBEMIEELL ©

ESERIA A E R S A M A S B 1E &
ARAIE R Z R MR o AINERER
HEERRERA]EEFEF AZE
FEFRIA A B R FN 2 AR AR FE R B A
BT eRR  AUFREEEAEE
BARRERBGH A gt - NEH
NETRHEEIERE 2 7¥E - WERATEE
RN RETHIREE 2 RRER
BUgh - EEHRRINZBLEHIAE
E o BEXEBIRFIRRNHIFES2 -

TEsMaRzAREE

MM ESLATIE - BE2ITAT
Ao RMERIFE R Z AR BETIA
HIEERAETE - AEERERY
REBEAKRRBAZZZEAAE
BZHAZ - ER ek (BRRRY) 01
ETAZAFFHRTEZ AR

g o

i Bt R 2 BT R AR -
FREZRSFEETHRITESRT
B2 RrEERNSEE -

111



112

Kwang Sung Electronics H.K. Co. Limited
KEEFEBERAA

Notes to the Financial Statements
B TS FRERMRE

For the year ended 31 December 2010
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CAPITAL RISK MANAGEMENT

The Group’s and the Company’s primary objectives when
managing capital are to safeguard the Group’s and the
Company’s ability to continue as a going concern, so
that it can continue to provide returns for shareholders
and benefits for other stakeholders, by pricing products
and services commensurately with the level of risk and
by securing access to finance at a reasonable cost. The
Group’s and the Company’s overall strategies remain
unchanged from prior year.

The Group and the Company actively and regularly
review and manage their capital structure to maintain
a balance between the higher shareholder returns that
might be possible with higher levels of borrowings and
the advantages and security afforded by a sound capital
position, and makes adjustments to the capital structure in
light of changes in economic conditions.

The Group and the Company generally finance the
operations with internally generated cash flows. As
of 31 December 2010, the Group and the Company
have borrowings of approximately HK$13,844,000 and
HK$13,758,000 (2009: HK$194,000 and nil) respectively.
Cash and cash equivalents are in excess of net debt
which is defined as trade and other payables and bank
borrowings.

AAREREE

AEERARBEREAZEZBER
EAREENMARRRMEELFTRLER
BEE - KB BERRKFREEZE
m MG EBNARESEERARZBE
BERBRNNSEAREERIELOR - N&
Bz BRRmREFRSTE

RE B R AR EIER K& EREE RNREIE
Himet R EE - AERSRRE®RERLT
AR 2 RS EE KT ER I 2 B AR
SR 2 5T B M RIE 2 AR 1 - R
RSERIRE B HEARBELRE

REBRARF —RARNBELE BN
ERHEEMFTES - NE—TF+=
A=1+—8  XEEEARBEHEERD
Rl #)13,844,000 % 7T & 13,758,000 % 7T
(ZZZNF 1940008 T RE) - He
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Notes to the Financial Statements
B TS FRERMRE

6.

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

Annual Report 2010
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For the year ended 31 December 2010
BE-F-TF+-A=t-ALFE

TR TR
(@ €MIAENE

The Group
REE
2010 2009
—E—FF —ZTTREF
HK$’000 HK$'000
THExT FHEIT
Financial assets EMEE
Investments in IR AGE ST A
equity securities = -
Loans and receivables B EUARTK
(including cash and (BIER2MREEEY)
cash equivalents) 278,788 330,913
278,788 330,913
Financial liabilities SRaE
Liabilities measured at REIERKATEZBE
amortised cost 98,046 85,035
Derivative financial liabilities $T4ES R E & 6,452 7,391
104,498 92,426
The Company
RATR
2010 2009
—E-Tf —ETNEF
HK$’000 HK$'000
FHBT T
Financial assets ERMEE
Investments in IR B EILE
equity securities = =
Loans and receivables ER & EUERTK
(including cash and (BiER2MREEEY)
cash equivalents) 287,737 329,709
287,737 329,709
Financial liabilities SRaE
Liabilities measured at BEHEKATECAE
amortised cost 96,700 127,367
Derivative financial liabilities 744 E & 6,452 7,391

103,152 134,758
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B TS FRERMRE

6. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies

The Group’s and the Company’s major financial
instruments include investments in equity securities,
trade and other receivables, amounts due from
shareholders, cash and cash equivalents, trade and
other payables, derivative financial liabilities and bank
borrowing. Details of these financial instruments are
disclosed in respective notes. The risks associated
with these financial instruments include market risk
(interest rate risk, foreign currency risk and other
price risk), credit risk and liquidity risk. The policies
on how to mitigate these risks are set out below.
Management manages and monitors these exposures
to ensure appropriate measures are implemented on
a timely and effective manner.

Credit risk

As at 31 December 2010, the Group’s and the
Company’s maximum exposure to credit risk which
will cause a financial loss to the Group and the
Company due to failure to discharge an obligation
by the counterparties provided by the Group and
the Company is arising from the carrying amount of
respective recognised financing assets as stated in
the consolidated and the Company’s statements of
financial position. Management has a credit policy
in place and the exposures to these credit risks are
monitored on an ongoing basis.

The credit terms granted by the Group and the
Company to its customers generally range from 30
to 90 days. New customers are normally required
to trade on a cash basis. Credit is offered to existing
customers following an established payment record.
Individual credit evaluations are performed on all
customers requiring credit over a certain amount.
These evaluations focus on the customer’s past
history of making payments when due and current
ability to pay, and take into account information
specific to the customer as well as pertaining to
the economic environment in which the customer
operates.

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

TR TR (&)
(b) MBEREEBERIR
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BAEFRE - B5 REMEERK
A RRBRTOE - B MREFHE
W BHREMENKE  TES
BABNMRITER -ZFERMIAZ
HBEREMEARE - BEZXFERT
R zAREEM SRR (FXE
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B TS FRERMRE

6. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

The Group and the Company do not obtain collateral
from customers for the year ended 31 December
2010 and 2009.

The Group’s and the Company’s exposure to
credit risk is influenced mainly by the individual
characteristics of each customer. The default risk of
the industry and country in which customers operate
also has an influence on credit risk but to a lesser
extent. At the end of the reporting period, the Group
and the Company have a certain concentration of
credit risk as 11% (2009: 19%) and 37% (2009:
44%) of the total trade and bills receivables was due
from the Group’s and the Company’s largest customer
and the five largest customers, respectively.

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

The Group’s and the Company’s concentration of
credit risk by geographical locations is mainly in the
PRC, which accounted for 44% (2009: 61%) of the
total trade receivables as at 31 December 2010.

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

Annual Report 2010

T -TEEH

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE
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6.

FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Liquidity risk

The Group’s and the Company’s policies are to
regularly monitor its liquidity requirements to ensure
that it maintains sufficient reserves of cash and
adequate lines of funding from major financial
institutions to meet its liquidity requirements in the
short and longer term.

The following table detailed the Group’s and the
Company’s remaining contractual maturity for its non-
derivative financial liabilities based on the agreed
repayment terms. The table has been drawn up
based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the
Group and the Company can be required to pay. The
table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate
curve at the end of the reporting period.

In addition, the following table details the Group’s
and the Company'’s liquidity analysis for its derivative
financial instruments. The tables have been drawn
up based on the undiscounted contractual net cash
(inflows) and outflows on derivative instruments
that settle on a net basis, and the undiscounted
gross (inflows) and outflows on those derivatives
that require gross settlement. When the amount
payable is not fixed, the amount disclosed has been
determined by reference to the projected interest
rates as illustrated by the yield curves existing at the
end of the reporting period.

6.

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE
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6. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and

policies (Continued)
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For the year ended 31 December 2010
BE-F-TF+-A=t-ALFE

6. E€MIR(#E)
(b) MBEREEEFERBR(H)

Liquidity risk (Continued) wBELER (&)
The Group AEH
2010
“E-%F
After After

Within 1 year 2 years Total

1 year or but within but within  undiscounted
Non-derivative on demand 2 years 5 years cash flows Carrying
financial liabilities -£R -5 mER  AEBRRE amount
FTESRAR HRER BRFRX BREER il -t H) REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER TER THER THR THER
Trade and other payables ~ EHZEFREMERT 84,202 = = 84,202 84,202
Bank borrowing RITEE 14,149 - - 14,149 13,844
98,351 - - 98,351 98,046

Derivative - gross settlement 74 - AHELE
Derivative financial liabilities #7447 EE - - 6,452 6,452 6,452
2009
ZETNEF
After After

Within 1 year 2 years Total

1 year or but within but within -~ undiscounted
Non-derivative on demand 2 years 5 years cash flows Carrying
financial liabiliies —£R —Ff& mER  ARRRS amount
FiTeemas HIRESL {BRFR BRER mE G REE
HK$'000 HK$'000 HK$'000 HK$000 HK$'000
TATL THL TATL FHL TAL
Trade and other payables BB ZREER 84,341 - - 84,841 84,841
Bank borrowing RITRE 119 85 - 204 194
84,960 85 - 85,045 85,035

Derivative - gross seftflement 174 - #5844

Derivative financial liabilities #7447 EE - - 7,391 7,391 7,391
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For the year ended 31 December 2010

ﬁjﬁ%i&%ﬁﬁ%‘f BE-Z—ZEF+-A=+—HLEFE
6. FINANCIAL INSTRUMENTS (Continued) 6. TRIIHR(E)
(b) Financial risk management objectives and (b) MBRKREFEEERBRK (&)
policies (Continued)
Liquidity risk (Continued) FBELERE (&)
The Company ¥ NN
2010
~B-%%
Carrying
amount
and total
After 1 year After 2 years undiscounted
Within 1 year but within but within cash flow
Non-derivative or on demand 2 years 5 years REER
financial liabilities —FR —F% mE# RERRS
FTE AR FEEX BRER BEEFR MEEG
HK$'000 HK$'000 HK$'000 HK$'000
THER TR TR THx
Trade and other payables BB ZREWER 82,942 - - 82,942
Bank borrowing REE 13,998 - - 13,758
96,940 - - 96,700
Derivative - gross settlement 174 - AHAE
Derivative financial liabilities T4 2B EE - - 6,452 6,452
2009
ZETNE
Carrying
amount
After 1 year After 2 years and fotal
Within 1 year but within but within undiscounted
Non-derivative or on demand 2 years 5 years cash flow
financial liabiliies —£R —Fi& ML AERE
HITEeRAR HIRER BRER BRER MEBE
HK$'000 HK$'000 HK$'000 HK$'000
TiEx TiEx THEx THET
Trade and other payables  [ENHBARIZUA 84,169 - - 84,169
Amounts due to subsidiaries  JE(TE 5 R E 8k 43198 = = 43,198
127,367 - - 127 367
Derivative - gross setflement 474 - BEEE
Derivative financial liabilities T2 B EE - - 7,391 7,391

In order to manage the above liquidity demands, at
31 December 2010, approximately HK$133,505,000
(2009: HK$179,386,000) and HK$131,740,000
(2009: HK$178,391,000) of the Group’s and the
Company’s assets are held in cash respectively.

AEE MRS ESE R R=T—
TE+-_A=1+—H AEERAA
A9 133,505,000 B — T N5
179,386,000 F 7t ) & 131,740,000
BT (ZZEZTNE 178,391,000
) ZEBENRIABREAREER -
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6. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Market risk

Interest rate risk

The Group and the Company is exposed to fair
value interest rate risk in relation to fixed-rate bank
borrowing (see note 28 for details of this borrowing).

The Group and the Company are exposed to cash
flow interest rate risk only to the extent on variable-
rate bank deposits.

At 31 December 2010, it is estimated that a general
increase/decrease of 10 basis points (2009: 10 basis
points) in interest rates for bank deposits, with all
other variables held constant, would have increased/
decreased the Group’s and the Company’s profit
after taxation and increased/decreased the Group’s
and the Company’s retained profits by approximately
HK$130,000 and HK$129,000 (2009: increase/
decrease the Group’s and the Company’s loss after
taxation and increased/decreased the Group’s and
the Company’s retained profits by approximately
HK$179,000 and HK$178,000) respectively. Other
components of equity would not be affected by the
changes in interest rates.

The sensitivity analysis above indicates the
instantaneous change in the Group’s and the
Company’s profit for the year (and retained profits)
that would arise assuming that the change in interest
rates had occurred at the end of the reporting period
and had been applied to remeasure those financial
instruments held by the Group and the Company
which expose the Group and the Company to cash
flow interest rate risk at the end of the reporting
period. The analysis is performed on the same basis
for 2009. A 10 basis points (2009: 10 basis points)
increase or decrease is used when reporting interest
rate risk internally to key management personnel
and represents management’s assessment of the
reasonably possible change in interest rates.
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For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

6. ©RITA(E)
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6. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)

Equity price risk

The Group and the Company are exposed to equity
price risk through its investments in unlisted equity
securities (note 23). Their performance is assessed
at least bi-annually based on limited information
available to the Group and the Company together with
an assessment of their relevance to the Group’s and
the Company’s long term strategic plans.

Equity price sensitivity

There is no significant exposure of equity price as all
securities are either disposed or fully impaired or no
material fluctuation for the years ended 31 December
2010 and 2009.

Foreign currency risk

The Group and the Company are exposed to currency
risk primarily through sales and purchases which give
rise to receivables, payables and bank balances and
borrowing that are denominated in a foreign currency
i.e. a currency other than the functional currency
of the operations to which the transactions relate.
The currencies giving rise to the risk are primarily
United States dollars (“USD”), Japanese Yen (“JPY"),
RMB and Korean Won (“KRW”). The Group and
the Company ensure that the net exposure is kept
to an acceptable level, by buying or selling foreign
currencies at spot rates where necessary to address
short-term imbalances.

For the year ended 31 December 2010
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For the year ended 31 December 2010

BE-Z-ZE+-A=+—HILEE
6. FINANCIAL INSTRUMENTS (Continued) 6. TRIIHR(E)
Financial risk management objectives and (b) MBRKREFEEERBRK (&)
policies (Continued)
Foreign currency risk (Continued) IMERBE (45 )
Exposure to currency risk FIE ¥ - E¥EE MR
The following tables detailed the Group’s and the TREFVAER RANARNR2IHER
Company's exposure at the end of the reporting Frmas z E¥ Rk - AERREES
period to currency risk arising from monetary assets AR EE AN B AT
and liabilities denominated in a currency other than ZEBEERABEMESL - AHER
the functional currency of the entity to which they b FERSREAEBITEL  REEZ
relate. For presentation purpose, the amounts of the INEE N FUABRE -
exposure are shown in HKD, translated using the spot
rate at the end of the reporting period.
The Group
rEH
2010 2009
—E-2F —ZTTNF
Assets Liabilities Assets Liabilities
BE =V BE afE
HK$’000 HK$’000 HK$'000 HK$'000
TERT TERT FET FET
usb =TT 182,246 25,367 235,485 29,695
JPY Ht 889 - 126 214
RMB AR #E 7,236 10,226 28,716 6,771
KRW 72 [E] 170,744 27,745 1,453 —
Singapore dollars AN T
(“SGD") 1 - - -
Australian dollars 27T
(“AUD”) 8 — = —
361,124 63,338 265,780 36,680
The Company
RAH
2010 2009
—F-FF —EENE
Assets Liabilities Assets Liabilities
BE 8f& BE afE
HK$’000 HK$’000 HK$'000 HK$'000
FH&T FH&T FAT TEIT
Usb eI 182,246 25,367 235,485 29,695
JPY Ht 889 - 126 214
RMB AR 2,690 7,244 28,716 6,771
KRW B2 [E] 110,631 25,463 1,453 -
SGD AN T 1 - - -
AUD SBIT 8 - - -
296,465 58,074 265,780 36,680
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B ERaR MIEE
6. FINANCIAL INSTRUMENTS (Continued) 6.
(b) Financial risk management objectives and

policies (Continued)
Foreign currency risk (Continued)

Sensitivity analysis

The following table indicated the instantaneous
change in the Group’s and the Company’s profit for
the year (and retained profits) that would arise if the
foreign exchange rates to which the Group and the
Company have significant exposure at the end of the
reporting period had changed at that date, assuming
all other risk variables remained constant. In this
respect, it is assumed that the pegged rate between
the HKD and the USD would be materially unaffected
by any changes in movement in value of the USD
against other currencies.

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

THMTA(E)

(b)

MHEREEEFRRERK (E)

SMEmBE (45
BURED T

TRETAEBERARANR2HRHK
RASARRZINEERNE HES
HAEBEZFRGEN (RREEFH )
ZAREE  BERREMCEREHT
o gt E - IRRCEBHETT
HETERAERETTL LM ERE
EEZHEAEIMZIEATE -

2010 2009
—E-2F —ZETNF
Increase/ Increase/

(decrease) in Effect on (decrease) in Effect on

foreign profit or foreign profit or

exchange loss exchange loss

rates before rates before

SIS R 5 taxation SN e 5 taxation

EH/ HBRBL A EFH/ HRBAT

() BRZEE (TF) BmEzx2Z

HK$’000 HK$'000

THERT FAT

usSD ETT 1.0% 1,569 1.0% 2,058
(1.0)% (1,569) (1.0)% (2,058)
JPY Hit 11.0% 98 11.0% (10)
(11.00% (98) (11.0)% 10

RMB AR 2.0% (60) 2.0% 439
(2.0)% 60 (2.0)% (439)

KRW CrAE 29.0% 41,470 29.0% 421
(29.0)% (41,470) (29.0)% (421)
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6. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Foreign currency risk (Continued)

Sensitivity analysis (Continued)

Results of the analysis as presented in the above
table represent an aggregation of the instantaneous
effects on each of the group entities’ profit or loss
for the year and equity measured in the respective
functional currencies, translated into HKD at the
exchange rate ruling at the end of the reporting
period for presentation purposes.

The sensitivity analysis assumes that the change
in foreign exchange rates had been applied to
remeasure those financial assets and liabilities held
by the Group and the Company which expose the
Group and the Company to foreign currency risk at
the end of the reporting period. The analysis excludes
differences that would result from the translation of
the financial statements of foreign operations into the
Group’s and the Company’s presentation currency.
The analysis is performed on the same basis for
2009.

No sensitivity analysis was prepared for SGD and
AUD because the Group’s and the Company’s
exposure to these currencies is minimal.

Fair values

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

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

o the fair value of other financial assets and
financial liabilities (excluding derivative
instruments) is determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis;
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For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

6. FINANCIAL INSTRUMENTS (Continued) 6. TRIIHR(E)
(b) Financial risk management objectives and (b) MBRKREFEEERBRK (&)

policies (Continued)
Fair values (Continued)

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

The directors consider that the fair values of financial
assets and financial liabilities recorded at amortised
cost in the financial statements approximate to their
corresponding carrying amounts.

NAEE (E)

s PIAETAZAABENARES
B BREEMBRAERE -
PIFHRTETAME * AR

BESAEERRER ZEE

HRETIHERERED G

it MBLEEOTAETAMS -

AABEARBEEEEEREN

EITIEE -

BEERA - ERHHRERANIREHKAR
LR EHMEERTRAEEEAR
FREEMRS -

Fair value measurements recognised in the HEEE AR RN R P ERZ
consolidated and the Company’s statements of NRBETE

financial position

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

° Level 1 fair value measurements are those
derived from quoted prices (unadjusted) in
active market for identical assets or liabilities.

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

TRERVAERRIEZAA(EEFTE
ZERMT AN - WRIEATBREAR
BEZIRERERFE E=E -

s FEBoaEEMENRENR
REEXBBEEHRTSZH
B CREHARB)AEMRS -

s FEAABEMENRIER
E—EMBERBENAINMTE
EXREMEBABRR 2B A
BF - B (BMERER) E
& (BIRE (B ) FHEMAE ©
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B TS FRERMRE

6. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Fair values (Continued)

Fair value measurements recognised in the
consolidated and the Company’s statements of
financial position (Continued)

° Level 3 fair value measurements are those
derived from valuation techniques that include
inputs for the assets or liability that are based
on observable market data (unobservable

Annual Report 2010
“T-TFFR

For the year ended 31 December 2010
BE-F-TF+-A=t-ALFE

6. ©RITA(E)

(b)

MHEREEEFRRERK (E)

NAEE (E)

e RARBMBARRPHER 2
“RBEFE (&)

s F-EBoaBEESENERMG
BRI E A AL FEER A
BIEMSEIRZ R (FFBER
ABR) PG

inputs).
2010 2009
—F-FF e
Level 2 Level 2
-l - o
HK$’000 HK$'000
FBT TFHETT
Derivative financial liabilities $T4 <@ B & 6,452 7,391

There were no transfers between Level 1 and Level 2
in both years.

Included in consolidated income statement is an
amount of approximately HK$939,000 fair value
gain (2009: HK$517,000) related to the derivative
financial liabilities held at the end of the reporting
period.

7. SEGMENT INFORMATION

The Group is principally engaged in the manufacture and
sale of electronic components. The Group’s operations
are divided into two reportable segments: composite
components segment and unit electronic components
segment.

MEFEEABES —BHEE _ERZ
B

FPARBBERTE AR 2 |MARE
BZTESRABZ AR BEREELD
939,0008 7T (ZZEZ N4 : 517,000
BIL) °

7. SEHEN

AEETBREREMHEET T - K
SEZEENRMENZ2HRIE - EETT
HoBREMEFTHDE
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ﬁjﬁ%ﬁ&%&ﬁﬁﬁf BE-Z—ZEF+-A=+—HLEFE
7. SEGMENT INFORMATION (Continued) 7. SEHERGE)
Segment turnover and results THEEBERESR
The following is an analysis of the Group’s turnover and UTARER 2 EX£BNEERAZRD
results by reportable segments: EFrEZ DA -
Composite Unit electronic
components components Consolidated
YA BUETFi e
2010 2009 2010 2009 2010 2009

“E-BF “TTNF CZR-BE “TTNF -8 _ITTHF
HK$'000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
FER TET TR TET FiET TRT

Turnover E 391,814 422,027 288,667 170,253 680,481 592,280

Segment profit (loss) 2 E5&H (&518) 7,327 7,087 4,183 (6,610) 11,510 477

Net unallocated REEHLACE

operating income LN 2,508 2,831

Profit before taxation  BRB{ATEF 14,018 3,308
The accounting policies of the reportable segments are AIERDHB S BRARERE 2 S5
the same as the Group’s accounting policies described in R (anisE3 ATt ) A8 o HERE A / EE
note 3. Segment profit/loss represents the profit earned by/ EEDEEBORER] / 5 EIE - EhIE
loss from each segment without allocation of part of other D HECER D E A YT A ER D K T A A g o
income and amortisation of intangible assets. This is the TR FEBEEERREREREERD
measure reported to the chief operating decision maker RERFRBFTEETE o

for the purposes of resource allocation and performance
assessment.
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B ERER M EE BE-2-BEL-A=t-ALEE
7. SEGMENT INFORMATION (Continued) 7. DERERI(E)
Segment assets and liabilities THEERER
The following is an analysis of the Group’s assets and NTAREE BEEA BIR 2R D50
liabilities by reportable segments: Fr{EZ DA -
Composite Unit electronic
components components Consolidated
BEnh BUEFH )
2010 2009 2010 2009 2010 2009

- “TTHNF Z%-BF _—TTNF CZ¥T-BE _—TTNF
HK$’000 HK$000  HK$'000 HK$'000  HK$'000 HK$'000
TER TET T TET T THT

Segment assets NHEE 178,618 203,184 145,047 51,198 323,665 254,382
Unallocated assets AEDBEE 206,237 240,417
Consolidated assets A EE 529,902 494,799
Segment liabilities AHEE 43,793 62,148 39,530 20,859 83,323 83,007
Unallocated liabilities ~ R&EHEEE 72,595 57,213
Consolidated GEAE

liabilities 155,918 140,220

For the purposes of monitoring segment performances and REESHRAREZESHZEDEEIR:

allocating resources between segments:

° all assets are allocated to reportable segments other o FiEEENREREHRNES  HWEe K
than cash and cash equivalents, intangible assets, HeZEEY BEFEE B2 I
goodwill, part of other receivables, amounts due from SHEHAMEIEETR « FEIRAS R ZIE L E
shareholders, deposits for purchase of property, plant BME  HMERRE 2R RKED
and equipment and investment property. Assets used EBRIN o AIEMO LML 2 EE TR
jointly by reportable segments are allocated on the Eenht : &

basis of the production capacity; and

e all liabilities are allocated to reportable segments ° FTEaEI R 2HHE0 o HE
other than part of other payables, derivative financial fhETERR - STESRARE - AEK

liabilities, current and deferred tax liabilities. EEFTEAERIN o
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Eyjﬁ%i&%ﬁﬁ%‘f BE-Z—ZEF+-A=+—HLEFE
SEGMENT INFORMATION (Continued) 7. SEHERGE)
Other segment information HioEnEsl
Amount included in the measure of segment profit or loss AR A8 5 2%k Bk o B EEA
or segment assets: FTAZ R
Composite Unit electronic
components components Unallocated Consolidated
G ENETaf FAR &a
2010 2009 2010 2009 2010 2009 2010 2009
TE-8F CETNE CB-BF CTONE CE-%F CETNF CEB-BF CTINE
HK$'000  HK$000 HK$'000  HK$000 HK$'000  HKS000 HK$'000  HK$000
T TEr TEx TEr  TEr  TEr  TER  TEn
Additions to non-current assets REFTBEE 38,560 4981 28,384 2,034 - 2863 66944 35649
Depreciation and amortisation NEREH 12448 13683 5422 5,309 - - 17870 1899
(Gain on disposal of property, HEME  BRRRE
plant and equipment pd g 1,707 830 - - - - 1707 830
Impairment loss on ERBSES HERSE
trade receivables 2,118 196 654 - - - 2,172 196
Reversal of impairment BERKEAER
loss on trade receivables LHEEE (118) (308) (42) - - - (160) (308)
(Reversal of impairment losson) — (BEREEE ) HEEE
Write down of inventories (1,834) 3,063 2,013 1,341 - - 179 439

Note: Non-current assets excluded goodwill, intangible assets and
deposits for purchase of property, plant and equipment.

Geographical information

The Group’s operation is principally located in Hong Kong
and other parts of the PRC.

HisE  ERBBEETRERE - BREERBEY
E R I e o
B 5 H R

AEBZZETBUNBERPEEMIE
IE o
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Notes to the Financial Statements For the year ended 31 December 2010

B f& R TR MEE BE-—Z SEf-—fA=+t-pQILER
7. SEGMENT INFORMATION (Continued) 7. SEER(E)

MESEBER ()

REBEREINE P 2 et A BEIER
BEEZEMZEEMIBUEFHIIWMT

Geographical information (Continued)

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

Turnover Non-current assets
EER RBEE
2010 2009 2010 2009
—E-8F -—TTNF —EB-BF _—TINF
HK$’000 HK$ 000 HK$’000 HK$ 000
FERT FAET FET FA&T
PRC (other than R ( FEBRIN)

Hong Kong) 330,562 354,537 76,611 41,954
Hong Kong B 152,039 91,945 7,566 5,666
Korea LTAE 141,510 103,561 55,887 28,454
Others Hib 56,370 42 237 = =

680,481 592,280 140,064 76,074

M SERBEESRRERNE  BYEENBEY
¥ HMEEREZEE -

Note: Non-current assets excluded goodwill, intangible assets and
deposits for purchase of property, plant and equipment.

Information about major customers

The Group’s customer base includes one customer (2009:
two customers) with whom transactions have exceed
10% of the Group’s turnover. For the year ended 31
December 2010, revenues from this customer amounted to
approximately HK$72,000,000 from composite component
(2009: HK$113,000,000 and HK$69,000,000 from
composite components and unit electronic components
respectively).

TURNOVER

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

8.

BRETEERZER

AEEZRFEBE—REF (ZZTH
F-MEREP)  FEZRSEAERE
E¥BBBIO% - BE-_ET—ZTF+_A
=+ BLEFE RAZBEFEBES
TR 49 572,000,000 7T (ZEE A,
FREAZEEFEREATHRENE
T oo 2 Wz 5 Bl #9 113,000,000 7 7T K
69,000,000 7T ) °

LEBIOHETEPZEMNHEREE
HREEREZIT -
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For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

9. OTHER INCOME 9. Hthla A
2010 2009
—E-FF —ETNF
HK$’000 HK$'000
FEx FET
Interest income from RITERZFBUA
bank deposits 637 1,823
Interest income from proceeds & AR AN B AP 15 508
receivables from disposal of Z A BUA
equity securities 81 65
Rental income HE2HA 312 249
Gain on disposal of property, MEDHE - e Rk 2 s
plant and equipment 1,707 830
Scrap sales RERHHE 169 214
Realised gain on AHEFE A2 BEER K
marketable securities - 14
Reversal of impairment loss on FEUNE 5 K H A AR FK
trade and other receivables OB B B8 B 5 160 308
Value added tax refund (note) RER R (M) 2,748 1,022
Increase in fair value of PTEERBEZ AR EEEN
derivative financial liabilities 939 517
Increase in fair value of WEWEZ AR EEEN
investment property 1,000 400
Others HAb 959 307
8,712 5,749

Note: A tax concession has been granted by the PRC tax authority to

one of the Company’s PRC subsidiaries which is engaged in the
export sales of electronic products. Under this concession, the
PRC subsidiary is entitled to a refund of value added tax paid
in excess of the rate stipulated in tax concession. The amount
of value added tax refund is recognised as other income on an
accrual basis.

M PEIREHERAR R EEFEmb O 5
EXEB 2 PRINE A REHHRIERS © Ri%
ULIER SR - BB A B R s R E N R
IBTBRRR FTAIE R R 2 PN IS IRTL - 1
ERRH SRR E R R E M A -

10. FINANCE COSTS 10. RARAA
2010 2009
—E-Tf —ETNF
HK$’000 HK$'000
Fix FHET
Interest charges on: FEZH -
Bank loans wholly RAEFRNEE
repayable within ZIRITER
five years 389 -
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For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

11. TAXATION 11. HIE
2010 2009
—E-FF —ETNF
HK$’000 HK$ 000
FExT FHAT
Hong Kong Profits Tax EBFNEB
Provision for the year REZ RN 3,674 1,042
Under-provision in prior years BEFERETR - 35,996
3,674 37,038
PRC Corporate Income Tax PEIREFER
Provision for the year REZ M 1,708 2,095
Under (over)-provision in BEFEREBNE (BF)
prior years 58 (185)
1,766 1,910
5,440 38,948
Deferred tax (note 32) EERE (F5E32)
Charged for the year REEZIH 885 644
6,325 39,692

Notes:

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profits for both years.

Provision for the 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 22% and 25% (2009: 20% and 25%) of
estimated assessable profits for the year, respectively.

The Korea Branch and a subsidiary operated in Korea are
subject to corporate income tax at a rate of 10% (2009: 11%).
No provision for taxation has been made for two years ended
31 December 2010 and 2009 as the Korea branch and the
subsidiary had no assessable profits for both years.

PEE

(a)

BBNS I IZ MBS 2 Rt AR TR A
1#16.5% 2T EFE °

RYFHEEFAERRR (DRYEE ) Kok
EETHES (FY) ARDEZHBEDERR
SR E T ARE R A ERDR N D BIR
22% K% 25% (ZZEZ N F : 20% [ 25%)

| s
=TH o
u+rr

BES QTR —EERRLCE B AR
DEMREHE10% (ZZTNE : 11%) &
B o ARBELRARRMBRA TR MEEE
R ERRFEF  BHE—T—TFR—
SENFE+ = A=1+—B It MAEEHEE
HETE B -
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11. TAXATION (Continued)

Notes: (Continued)

(b)

The Group 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 Group 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 2008, the HKIRD enquired the Group the basis of its 50:50
offshore claims for the years of assessment 2001/02 to 2006/07
in relation to the Group’s manufacturing activities carried out 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 Group was not eligible to the 50:50 offshore 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 as demanded by the
HKIRD in 2008.

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 claims. The Company lodged an objection
against the additional assessment and purchased a tax reserve
certificate of approximately HK$6,424,000 as demanded by the
HKIRD in 2009.

In March 2010, the HKIRD issued another demand note for
additional tax payable for the year of assessment 2003/04
amounted to approximately HK$9,334,000 in relation to the
above 50:50 offshore claims. The Company lodged an objection
against the additional assessment and purchased a tax reserve
certificate of approximately HK$9,334,000 as demanded by the
HKIRD in the year ended 31 December 2010.

The Group’s operation has remained unchanged since
1999/2000, in view of the stringent approach adopted by
the HKIRD in treating 50:50 manufacturing offshore profits
claim, the Group had made provision for the previously 50:50
offshore claims of approximately HK$35,996,000 during the
year ended 31 December 2009, however, a sum of tax expense
of approximately HK$9,946,000 should be borne by two
shareholders, details are set out in note 39(a)(ii).

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

1. HIE(E)

BeE : (&)

(b)

ARE[EE B E B A BAYIDE 2 IA AR IR 6
F =77 TRRR]S 2 — RN T ek Z fRRAE R
BIETRIEES) - WIRBRS AR EET 2
ZEELEES) o LTI Z &R - #8D#K
BRI BIETT 2 SUETE S PREE KNS -
A RAR BN BB HETT 2 MBI FTE LS
REUS - Bl - AEBERBEANSHELY
50:50 Z BEFF R R EK - MABRBE LR
;ﬂhﬂ/:gggé¥ﬁ¢§ﬁ%ﬁﬁi§§ﬁag

R-ZT)N\F  BRRBRALNEEENAE
BASEEERBMETHRELHM] —F
2 /2B TN/ BAABRFERT
50:50 B F R 2R 2 &g - WERAEH
TNEBERBRYI 2T 2 BUEEE)PTERER
A Z A 5050 ZBEFRR > Mt —TF—

T — TR B AN 40 3,318,000
BIT o AARR T2 N\FHZRRINTHIE
HRYE - WINEBHERERBEHHFN
3,318,000 7T ©

R-ZTNF=F  FERBRELS—H
BINTIRBAE - =TT =/ T=5TRIF
JZ 3 KA B Lt 50:50 B /r B 3R 2 FESNAT AR
#4)6,424,000 87T ° ARAEIR _ETNEFYH
BONIDUIRHE R Y - WINE BB RERE
B R 5476,424,000 87T ©

R-Z—ZTE=F  BEBBRELE 0
BINTRUBAE  R_TT=/THAH
FEE AR Ll 50:50 B = R R 2 BINAT
Bi%79,334,000/87C - ARBRBE—FT—
TE+- A=+— B I FEHBIFHIEL
RE - WINERRBHERBERFTFL
9,334,000 7T °

NEBE— NN/ ZETTFEUR S LE
HETE - B BB BEREE50:50
BUSEBB R SRR R ERIERF
& MAREBEE B E 2 50:50 B R HERR
HE_ZTNF+-_A=+—RBILEEKE
H #935,996,000 8 TT B4 o SR 0 FHIARD
S 4858 499,946,000 7 7T 78 B WA A% BR R
(EFBIRE39(a)(i) F15 °



Notes to the Financial Statements
B TS FRERMRE

11. TAXATION (Continued)

Notes: (Continued)

(c)

(d)

In 2007, the Shenzhen Local Tax Bureau enquired the related
party transactions and transfer price 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 approximately
HK$1,408,000 in respect of the enquiries was required. Full
provision for the estimated additional income tax payable of
approximately HK$1,408,000 was made in the 2007 financial
statements.

In 2008, the scope of enquiries regarding the transfer price
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. Directors of the Company
reassessed the matter and estimated that the Group would have
to pay in total of approximately HK$4,445,000. Accordingly,
an additional provision for PRC Corporate Income Tax of
approximately HK$3,037,000 was made in the 2008 financial
statements.

During the year ended 31 December 2010, the Company has
obtained an agreement from the Shenzhen Local Tax Bureau to
its proposed settlement.

Pursuant to Shen Guo Shui Fa 2008 notice 145, Shenzhen
Kwang Sung is subject to PRC Corporate Income Tax at a
rate of 20% in 2009, 22% in 2010 and 24% in 2011. From
1 January 2012 onwards, the applicable tax rate will be 25%.

The basic Korean Corporate Tax rates for year starting on or
after 1 January 2009 are 11% on the first KRW200,000,000
of the tax base and 22% for the excess. The tax rates are 10%
and 22% for 2010. In addition to the basic tax rate, there is a
resident surcharge of 10% on the income tax liability.

Annual Report ZOWO
—E_TaEE

For the year ended 31 December 2010
BZE-_T-ZF+-A=+—-HLEE

1. HIE(E)

G

(c)

(e)

(%)

RZZZTLF - RIS HREBERR
JHER—EE-_F—A—HE_ZTZTF
+:HE+-E£¢WZE§@A¢X%&L
BEEBUR o A2 mRYI| T 5 B
PIRZFTERKNER - WihE/ARAREHR
RASMNESTFTS 649 1,408,000 7T « E=F
T FRPBEREK P LA EBINEN PG
FiVEH 491,408,000 7% T 2 8B -

R-TZT)\E R R RRIE
EBBE FE&E&ZEQ‘EJ%@IEEAU%EE =T
=F A BEE-FBLEI_A=T—
B2 AFA - ARREEEHTHIL AT
Zliﬁlﬁ«ﬁ%?ﬁlﬁm/\,i’MMSOOO/%m Eit
EREE T \FEMBRERAPELE
Fﬁ?%%%%EQM’EHj,%’93,037,000%7_1%1% @

%zi —ZFEA+_HA=1+—HIFE ' &
TEHX?%&EWWWE%RF‘%EJE$ Al
H‘Uﬁ@ﬁ%ﬁ&i‘%mlﬁ%ﬁ g

TE}J?%TE%R?% [20081145 5738 % - RN E

TNE - —T—TER T ——F
ﬂIJ/E&EP Im%ﬁﬁ SRR 20% « 22% K
24%%%% BE-_ZT——F#—A—H#  H

BRBERKR25%

BT NE— A —HIAMERRZFE -
EABBEC R X SHEF H 200,000,000
BES1L%  BBZAMAR22% - R=
T —ZF2BER10% K 22% o BREART
?ﬁfﬁl\  IRELPR 1S IR B BRI 10% R KT b0
% o
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11. TAXATION (Continued)

The taxation for the years can be reconciled to the profit
before taxation per the consolidated income statement as

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

1. HIE(E)

BFERAR A 1Bat & LR AR
ZEERIT ¢

follows:
2010 2009
—E-Ff —ETNF
HK$’000 HK$'000
FET FAT

Profit before taxation R Bl 4 A 14,018 3,308
Notional tax on profit RREARBENRE A SR ERESER

before taxation, calculated at BB AR R AT E BRI R A

the rates applicable to B E & IE

profits in the tax

jurisdictions concerned 2,629 2,667
Tax effect of non-deductible MRIERER M S T AR

expenses for tax purpose WG 2 2,767 1,481
Tax effect of non-taxable IRIBERE T 5 BERTA

income for tax purpose WSR2 (828) (1,191)
Tax effect of concession on BN B E (M)

patents (note) - (1,876)
Deferred tax asset in respect of 45 @8 H AR Z HiEEE

tax losses and other temporary N EMERRERE BT IAE E

differences not recognised 1,699 2,700
Under-provision in prior years BEFERETR 58 35,811
Taxation for the year REZIHIA 6,325 39,592

Note: According to Hong Kong Inland Revenue Ordinance S.16(1)
g, the sum expensed for the registration of patents used in
the trade, profession or business which produces profits are
allowed to be deducted from the Hong Kong Profits Tax.

MYFE - RIBE BTG EHIE 16(1Dg 5 - sEMER
5~ HERE R 2 FFIERT 8H
M BAINEEFISH B R -
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For the year ended 31 December 2010

Eﬁi%i&%%ﬁﬁﬁf BE-_Z-ZF+_-_A=1+—HILEE
12. PROFIT (LOSS) FOR THE YEAR 12. REEGEH (BE)
2010 2009
—E—FF —TETAF
HK$’000 HK$'000
FET AT
Profit (loss) for the year is AELHEF (E8)

arrived at after charging kR (FTA) -

(crediting):

Auditors’ remuneration ZEEI & 475 450
Minimum lease payments KERET

under operating leases Z =R ER R

— hire of properties - A 4,093 4,527
Staff costs B TR

(including directors’ (BIEHERHEE 13

remunerations disclosed ZEEME)

in note 13)

— salaries, wage, allowance —¥e c IE& - EEh

and other benefits in kind NREME %%mﬂ 83,965 74,708

— retirement scheme —RRE B

contributions 1,871 1,787
85,836 76,495
Cost of inventories EREBRZ 2 FEKA

recognised as

an expense 587,618 517,780
Amortisation of intangible assets — #EfZ & & # i 1,145 855
Impairment loss on FEUR B 5 AR FOR BB 18

trade receivables (GFAEMEZEREY )

(included in other

operating expenses) 2,772 196
Net foreign exchange PEH (e ) EiBFRE

(gains) losses (247) 2,746
Write down of inventories FEMOR (FTASHERA )

(included in cost of sales) 179 4,394
Depreciation e 16,791 18,177
Less: amount recorded B BN fERL TS 2 258

under government grant (66) (40)
Amount charged to RER ./:.\TéﬁT’l%:zq:' X 8K

the consolidated S|

income statement 16,725 18,137
Net rental income S WA (312) (249)

Cost of inventories includes approximately HK$55,640,000
(2009: HK$57,130,000) relating to staff costs, depreciation
and minimum lease payments in respect of rented
premises, of which amounts are also included in the
respective total amounts disclosed separately above.

Minimum lease payments include an amount of
approximately HK$675,000 (2009: HK$704,000) for staff
quarters which is also included and disclosed in staff costs.

FEXRABFEETKA - HENEEY
¥ xR ER KA B4 55,640,000 7T
(ZZTNF : 57,130,000/87C ) @ ELSE
BEMAFFALERSARE s STHRSTE
Wo

EEHEENREREEE I BTS2
675,000/ 7T (= T F J14F : 704,000 &
T ZEBRNMERMBEEAE TRAR -
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For the year ended 31 December 2010

BEZZ-Z2F+A=+t-HLFE

13. DIRECTORS’ REMUNERATION 13. EEM&
Directors’ remuneration disclosed pursuant to section 161 RESEATIENE 161 IEIEEHEE 2 =
of the Hong Kong Companies Ordinance is as follows: EWEaT :
Salaries,
allowances
and benefits Retirement Total
Directors’ in kind scheme &gt
fees e 2K contributions 2010
EEHd REWEF  BIRETEMR —E-Ef
HK$’'000 HK$'000 HK$'000 HK$'000
TEx TER TER TER
Executive directors HTES
Yang Jai Sung RHEE - 2,580 12 2,592
Woo Nam Jin (note) BEY (M) - - - -
Lee Kyu Young FEh - 762 13 775
Non-executive director FHTES
Yang Ho Sung PHEE 27 401 = 428
Independent non-executive BUFHTES
directors
Kim Chung Kweon gl S 82 13 = 95
Han Byung Joon BNE 84 - - 84
Kim Chan Su EK 84 17 - 101
277 3,773 25 4,075
Salaries,
allowances
and benefits Retirement Total
Directors’ in kind scheme A&t
fees e 2W  contributions 2009
EEHe REWERN  RIRGEIER “ETNE
HK$ 000 HK$ 000 HK$ 000 HK$ 000
TAT TAT TAL TAT
Executive directors HTEE
Yang Jai Sung DR - 2,150 12 2,162
Woo Nam Jin (note) &Y (M) - 958 12 970
Lee Kyu Young FEH = 608 12 620
Non-executive director FHTES
Yang Ho Sung Pt 230 = = 230
Independent non-executive BYFHTES
directors
Kim Chung Kweon S 75 = = 75
Han Byung Joon #NE 80 = = 80
Kim Chan Su SR 90 - = 0
475 3,716 36 4,227

Note: Resigned on 29 January 2010.

No directors waived any emoluments in the years ended
31 December 2010 and 2009. No emoluments were paid
to the directors as inducement to join or upon joining the
Group or as compensation for loss of office in the years
ended 31 December 2010 and 2009.

i R=F—TE— A=+ AARHE
HE_Z—ZTFR_ZTEZTNF+ A

=+-8
& HE

IEFE - SEESHERTAH

—E-ZER-_FTETHE+_R

=+—HLFE BEAESFHHE -
SARES EINA S DDA AR B Iy SHAE 5
RER 2 H(E -
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14.

15.

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments,
one (2009: two) were directors of the Company whose
emoluments are disclosed in note 13. The emoluments
of the remaining four (2009: three) individuals, which are
individually below HK$1,000,000, were as follows:

14.

Annual Report 2010
“T-TFFR

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

haEsHAL

FEmmHATH  HF—F (ZFTA
FWMB) AARRES EMEER E
XM 1I3ELEE - HtuE (ZZEFTh
F: =4) &= AT ZB$7E 1,000,000
BITAT » AT

2010 2009
—_E—FF —ETNEF
HK$’000 HK$'000
T FAET

Salaries, allowances e EMEREYEN
and benefits in kind 3,581 2,747
Retirement scheme contributions ~ :EREHEIMERK 48 36
3,629 2,783

No emoluments were paid to the five highest paid
individuals as an inducement to join or upon joining the
Group or as compensation for loss of office for the years
ended 31 December 2010 and 2009.

DIVIDENDS

No dividend was paid or proposed during 2010, nor has
any dividend been proposed since the end of the reporting
period (2009: Nil).

15.

BE_ZTZ—ZTFR_ZTZTNLF+_A
=t+—HIFE BEBERAEERSFMHA
TEAAME - LAREFEMA KR IIAZ
SERNSIERRER 2 HE -

iR
R-T-—FTFWEREREFRERE

B E2RPRARL BEZRZEARE(Z
TTNF E) o
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16. EARNINGS (LOSS) PER SHARE (Continued)

(b) Diluted earnings (loss) per share

Diluted earnings per share are the same as basic
earnings per share for the year ended 31 December
2010 because the Company had no outstanding
dilutive potential shares during the year.

The computation of diluted loss per share does not
assume the concession of the Company’s outstanding
share options since their exercise would result in
decrease in loss per share for the year ended 31
December 2009.

Annual Report 2010
“T-TFFR

For the year ended 31 December 2010
BE-F-TF+-A=t-ALFE

16. EREF (BER) (&)

(b) SREBRF (HH)
BE-T-FFI-A=t+-HLA
B2 SRS RNRGREARRT -
B - BERARARE NI
1 2 EERL -

SE SR EEEIRR I ERRA DA
RTEBBENORR - ARITEZS
BRESEHEHE_TTAF+_A
=t+—BLFEZERERRD -

Number of shares

RHEE
2009
—ETNF
‘000
T
Weighted average number ~ FA{EsTEERENEE
of ordinary shares 2 & B NAE 8L
used in calculating basic
loss per share 321,325
Deemed issue of ordinary  RIERIEARN B Z BEIERE
shares under NEREHETEERK
the Company’s
share option scheme
for nil consideration 329
Weighted average number  F{EstE SR EHEEE
of ordinary shares used 2 T B INAE
in calculating diluted loss
per share 321,654
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For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

17. PROPERTY, PLANT AND EQUIPMENT 17. 9% - BBERR

The Group AEHE
Other
Land and property,
buildings held plant and
for own use Plant and equipment
#EBMA  machinery  Hiuy# - Total
ZTiREF HBEREE HERZE wast
HK$'000 HK$'000 HK$'000 HK$'000
T T T T
COST OR VALUATION A sk (A
At 1 January 2009 RZEZENE
—H—H 28,735 128,431 33,719 190,885
Exchange adjustments PE W FE R 1,295 1,640 556 3,491
Additions R - 2,659 4,356 7,015
Acquired on acquisition of FAUKEEHTE A &)

a subsidiary (note 36) #E15 (FMI7E36) — 294 - 294
Disposals e - (5,584) (682) (6,266)
Surplus on revaluation EH{h AR 9,167 — — 9,167
Reclassified to EHNOERIREYE

investment property (KI7E18)

(note 18) (3,700) = - (3,700)
Less: Elimination of B AR 8

revaluation (854) - - (854)
At 31 December 2009 ~ R=-ZZTNF
+=—A=+—H 34,643 127,440 37,949 200,032
REPRESENTING (A
Cost DN - 127,440 37,949 165,389
Valuation — 2009 HE —ZTThF 34,643 - — 34,643
34,643 127,440 37,949 200,032
DEPRECIATION e
At 1 January 2009 RZEZNF
—H—H - 86,975 28,182 115,157
Exchange adjustments bE 5 S = 1,033 453 1,486
Provided for the year FEEE 854 13,484 3,839 18,177
Eliminated on disposals & ¥4 - (5,101) (134) (5,235)
Elimination on revaluation E&{&Rs %184 (854) - - (854)
At 31 December 2009 RZEZNF
+-—A=+—H = 96,391 32,340 128,731
CARRYING VALUES FREE
At 31 December 2009 ~ R=-ZTZTHF
+=-A=+—H 34,643 31,049 5,609 71,301
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17. PROPERTY, PLANT AND EQUIPMENT (Continued)

For the year ended 31 December 2010
BE-F-TF+-A=t-ALFE

Annual Report 2010
TEFR

17. W% - MEBFRRE ()

=

The Group (Continued) AEE (&)
Other
Land and property,
buildings held plant and
for own use Plantand  equipment Construction-
BEBR  machinery  Hf#% - in-progress Total
ZIHREF BERFZE BERRE EEIR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT THL THL THL TAT
COST OR VALUATION Ak E
At 1 January 2010 RZZ—ZTF—Hf—H 34,643 127,440 37,949 - 200,032
Exchange adjustments I L FEE 3,822 2,965 1,080 62 7,929
Additions =N 49,863 4,204 10,744 2,133 66,944
Disposals HeE (462) (13,210) (1,632) = (15,304)
Surplus on revaluation BhAHK 6,470 - - - 6,470
Less: Elimination of revaluation  Jg, : B {&E 54 (1,093) - - - (1,093)
At 31 December 2010 RZZ—ZF
+-A=1t—H 93,243 121,399 48,141 2,195 264,978
REPRESENTING RE
Cost AR - 121,399 48141 2,195 171,735
Valuation - 2010 HE-—2—-ZF 93,243 = = - 93,243
93,243 121,399 48,141 2,195 264,978
DEPRECIATION ik
At 1 January 2010 RZZE—ZFF—F—H - 96,391 32,340 - 128,731
Exchange adjustments B 5 R 12 492 304 = 808
Provided for the year FERE 1,091 11,763 3,937 - 16,791
Eliminated on disposals HER (10) (12,997) (1,616) - (14,623)
Elimination on revaluation EfhRE (1,093) - - - (1,093)
At 31 December 2010 RZE-ZF
+-A=1t—H - 95,649 34,965 - 130,614
CARRYING VALUES REE
At 31 December 2010 RZE—ZF
+-A=1+—H 93,243 25,750 13,176 2,195 134,364
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B RS R FAE

17. PROPERTY, PLANT AND EQUIPMENT (Continued)

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

17. W% - MEBFRRE ()

The Company Y, /N1
Other
Land and property,
buildings held plant and
for own use Plant and equipment
HEEA machinery Hibyz Total
ZTHREF HBEREE HBERRE #st
HK$'000 HK$'000 HK$' 000 HK$'000
AT AT BT AT
COST OR VALUATION DN =]
At 1 January 2009 RZZEZNF
—H—H 19,185 22,842 11,690 53,717
Exchange adjustments bE 5 FE 2 1,295 1,812 520 3,627
Additions R - 308 2,658 2,966
Disposals e - (5,584) (11) (5,595)
Surplus on revaluation BHAH% 4,249 — — 4,249
Reclassified to EHHHE
investment properties RINEYHE
(note 18) (BEE18) (3,700) = = (3,700)
Less: Elimination of o EEHRE
accumulated e
depreciation (586) - - (586)
At 31 December 2009 RZEZNF
+=-—A=+—H 20,443 19,378 14,857 54,678
REPRESENTING &
Cost DEN - 19,378 14,857 34,235
Valuation — 2009 HE- —EThEF 20,443 = = 20,443
20,443 19,378 14,857 54,678
DEPRECIATION e
At 1 January 2009 —ZETNF
—H—H - 13,771 9,764 23,5635
Exchange adjustments PE 5 A% = 782 438 1,220
Charge for the year REE 586 3,111 1,289 4,986
Written back on disposals —Hi &5 B £ - (5,101) (7) (5,108)
Elimination on revaluation E& {84 (586) - - (586)
At 31 December 2009 RZZEZNF
+-—A=+—H — 12,563 11,484 24,047
CARRYING VALUES BRTEE
At 31 December 2009 RZEZNF
+—A=+—H 20,443 6,815 3,373 30,631
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17. PROPERTY, PLANT AND EQUIPMENT (Continued)

The Company (Continued)
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For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

17. W% - BBER

Other
Land and property,
buildings held plant and
for own use Plant and equipment
HEEA machinery Hiyp - Total
ZTiREF HBEREE HERLE aast
HK$000  HK$O00  HK$000  HK$O00
T AT T T
COST OR VALUATION &$M§{E
At 1 January 2010 RZE—FF
—H— El 20,443 19,378 14,857 54,678
Exchange adjustments DE 3SR 666 2,946 956 4,568
Additions 1 - 6,296 2,180 8,476
Disposals e (462) - (224) (686)
Surplus on revaluation EHAR 2,058 = = 2,058
Less: Elimination of B AT 8
revaluation (601) - - (601)
At 31 December 2010 RZE—TF
+=HA=+—H 22,104 28,620 17,769 68,493
REPRESENTING (i
Cost B 7R - 28,620 17,769 46,389
Valuation — 2010 HE- T —TF 22,104 = = 22,104
22,104 28,620 17,769 68,493
DEPRECIATION e
At 1 January 2010 RZE—FF
—H—H - 12,563 11,484 24,047
Exchange adjustments bE 5 L 12 484 206 702
Charge for the year REFEH 599 8,463 2,143 11,205
Written back on disposals Hi &5 B £ (10) - (224) (234)
Elimination on revaluation =& {84 (601) - - (601)
At 31 December 2010 R-E—FF
+=—A=+—H - 21,510 13,609 35,119
CARRYING VALUES BRE(E
At 31 December 2010 AT —FF
F-A=f— 22,104 7,110 4,160 33,374
The above items of property, plant and equipment are FaivE - R R ERE IR ERFEARE
depreciated on straight-line basis over the following useful lives: BERENE

Freehold land is not depreciated.

Leasehold land and buildings situated thereon are
depreciated over the shorter of the unexpired term of
lease and their estimated useful lives, being no more
than 50 years after the date of purchase.

Plant and machinery

Other property, plant and equipment

4 —

10 years

3 -5 years

*  TRIKAFREFRBLMETINE °

s MELMERETRAREBELFHRL
HitFtERFEHzcseE (ABEE
HRFH A 50 F ) EITINE o

° I

o HiWE - HENRE

&

4-10%F

3-5%F
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B FE R R e BE-F-TF+-A=t-ALFE
17. PROPERTY, PLANT AND EQUIPMENT (Continued) 17. % - BB RHRE (8)
The Company (Continued) AR (&)
Notes: Mz -
(@)  The analysis of net carrying value of land and buildings held for (a) HEEBANUAABEIERZ THWREFTY
own use carried at fair value is as follows: BREFEITAT -
The Group The Company
rER P /NG|
2010 2009 2010 2009
—E-FF —ZETNF —E-ZF —ZTTNF
HK$'000 HK$000 HK$'000 HK$000
FExT FHT FEx FAT
Freehold outside FEBBTRIMNEKRA
Hong Kong LERE 75,543 20,443 22,104 20,443
Medium-term leases TERARINZH A
outside Hong Kong GisFoES o] 17,700 14,200 = =
93,243 34,643 22,104 20,443
(b)  The Group’s and the Company’s land and buildings held RZB—ZFE+_A=+—0 THAEEF
for own use was revalued as at 31 December 2010 at their EARRFEEBAZ L REFZ ABT
open market value. The valuations were carried out by Vigers BEEITEM - ZEMEHEASE W EREE
Appraisal & Consulting Limited, an independent firm of 2B B R ARSI E EEER AR
professional surveyors not connected with the Group who had NEBEIT BN E I AT S ASMEEK
among staff members of the Hong Kong Institute of Surveyors. 8 o [HEH2XEFER S AT 2 B U E
The valuation was arrived at by reference to market evidence Z TSR EMm#ETT ° £96,470,00078 08
of transaction prices for similar properties in the same locations HAE% (ZZZTNSF 1 9,167,000/8 7T ) R0
and conditions. A revaluation surplus of approximately MRIEIEFL B 492,609,000 7T ( —FZ )\ 4F :
HK$6,470,000 (2009: HK$9,167,000) has been transferred 826,000 7T ) EEREMEEHHFE(R
to the properties revaluation reserve, net of deferred tax of MizE32) ©
approximately HK$2,609,000 (2009: HK$826,000) (note 32).
Had the above land and buildings held for own use been it LA B 2 T MIEF B IR AR R
carried at cost less accumulated depreciation, the carrying ESE RESEEA -
amounts would have been:
The Group The Company
AEH PN
2010 2009 2010 2009
—E-FF —ETNEF —E-BF ZETNFE
HK$’000 HK$'000 HK$’000 HK$'000
FET FAT FET FHT
Freehold land oK A R
and buildings a2
T REF 63,092 9,610 8,560 9,610
Leasehold land RHERS
and buildings b
RigF 4,464 4,956 - -
67,556 14,566 8,560 9,610
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BE-Z-ZE+-A=+—HILEE

. INVESTMENT PROPERTY . BEWE
The Group and the Company
AEBRAEAT
2010 2009
—E-EF —ETNF
HK$’000 HK$ 000
FET FHT
Fair value “rEE
At 1 January Hn—A—H 4,100 =
Transfer from property, plant ERBYE - HESRE
and equipment (note 17) (BFEE17) - 3,700
Increase in fair value KB R A BEE M
recognised in profit or loss 1,000 400
At 31 December R+=—A=+—8 5,100 4,100

The fair value of the Group’s and the Company’s investment
property at 31 December 2010 and 31 December 2009
has been arrived at on the basis of a valuation carried
out on that dates by Vigers Appraisal & Consulting
Limited, independent qualified professional valuers not
connected with the Group. Vigers Appraisal & Consulting
Limited is members of the Institute of Valuers, and have
appropriate qualifications and recent experiences in the
valuation of similar properties in the relevant locations. The
valuation was arrived at by reference to market evidence
of transaction prices for similar properties in the same
locations and conditions.

All of the Group’s and the Company’s property interests
held under operating lease to earn rentals or for capital
appreciation purpose are measured using the fair value
model and are classified and accounted for as investment

property.

The investment property is situated in Hong Kong and with
the medium-term lease.

AEBREARBZREDER_FT—F
FT_A=+t—BR_ZEZAF+_H
=t BZAREBENREREEY EH
B2 EY A BMEEMEMESTEER
HERERARNZE AHAETZFHE
M - BRI EEFSEBRERARA
HEMPECEE8 - BEEEENMOHME
R EREM R HE LR - FIERZ
HED2ER R RERBEYEZK
REBIEMHEE

AEBRARRBZAEREEROFBTEL
RERBEERERNTHEZ WFEER - T)
BARBEREAGE  BOBERRUKRE
E YN

REBZIREYERHPENTEE -
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For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

19. INTERESTS IN SUBSIDIARIES (Continued) 19. KRB AR ZHEZE (&)

R-E—ZFEER_ZFETFZNF+_A=+—
B KRARZHBRAR ZFBMT :

Details of the Company’s subsidiaries as at 31 December
2010 and 2009 are as follows:

Paid-up
and issued
capital/ Proportion of Proportion of
registered ownership ownership
Place of ordinary share interest held interest held Principal
establishment Class of BER by the Company by the Company activities
Name of Company and operation sharesheld ~ BRTEXR/ HAL AR AARAREE
NRER RYIREEER FERGER CaREER  2HF é%féofétt% ZFiE ;%gééfﬁéttﬂ TEER
5% “SRNE
Shenzhen Kwang Sung PRC Ordinary US$10,561,780 100% 100% Manufacture
(note (a)) H L@k 10561,780% T and sales
2 (Bt (a) of electronic
components
PERHEET
yiv:s
Kwang Sung Electronics ~ PRC Ordinary RMB500,000 100% 100% Provision of
Trading (Shenzhen) t Liak 500,000 AR sales agency
k28 1HA(H) e Company
BRAR (M (D) AR At HE
RERS
Kwang Sung Group British Virgin (j)trdirhiry US%$1 100% 100% g};ﬁﬁe%
Investment Co., Ltd. Islands R E pid-F
(Formerly known KBRAES
as Grand Sonic
Limited) (noted (c))
Kwang Sung Group
Investment Co., Ltd.
(77 Grand Sonic
Limited) (HfzE (c))
Brocoli Co., Limited Korea Ordinary KRW1,966,450,000 69.7% 69.7% Research and
(“Brocoli") 5 LBk 1,966,450,000 5% 8 development
Brocoli Co., Limited and production
(IBracoli) of Wiretape™
cabling
technology
products
M REE
Wiretape ™ 4%
RiliEm
Kwang Sung Electronics ~ Korea Ordinary KRW50,000,000 100% N/A Inactive
Korea Co., Ltd. ) LBk 50,000,000 & TR LS
(noted (d))
Kwang Sung Electronics

Korea Co., Ltd.
(FtE (o)
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19.

20.

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

INTERESTS IN SUBSIDIARIES (Continued) 19. RMBARZ#EZE (&)
Notes: fiaE -
(@) Itisa wholly foreign owned enterprise established in the PRC. (@) FBZARRRFEKYZINGBERE -
(b) Itis a wholly foreign owned investment commercial enterprise. (b) BZRARRINIBERFERE -
(c)  The name has been changed since 31 December 2010. () EZWME-T—ZTF+_A=+—HE#
H o
(d) Itis established on 26 March 2010. (d) ZRARR=ZZE—ZTF=A=1+/ BRI -
None of the subsidiaries had issued any debt securities at RE IR B A R R M EFEREAZEITE
end of both years. AIEEES °
GOODWILL 20. BE
The Group
REE
2010 2009
—E-EfF —EETNF
HK$’000 HK$'000
THET T
Cost and carrying value EZ$&5§ETE
At 1 January —H— 5,857 =
Arising on acquisition of Iﬂﬁlﬁﬁ F'EJWE AlMmESE
a subsidiary - 5,857
At 31 December R+=—A=+—H 5,857 5,857
The carrying amount of goodwill as at the end of reporting FHENEHRPARZEMENREAEEFHHE

periods are attributable to the Group’s cash generating unit
(“CGU”) representing sale of products using Wiretape™
cabling technology.

The recoverable amount of the CGU is determined by
reference to value in use calculations. These calculation
uses cash flow projections based on financial budgets
approved by management covering a five-year period, and
at a discount rate of approximately 13.4% (2009: 9.44%).
The cash flows beyond the five-year period are extrapolated
using 7% average growth rate (2009: 30%). This average
growth rate is based on the relevant industry growth rate
for casts and does not exceed the average long-term
growth rate for the relevant industry. Since CGU benefits
from the possession of 17-year patents on its primary
product registered in 2009, management of the Group
believes that the average growth rate is reasonable. Other
key assumptions for the value in use calculations relate to
the estimation of each inflows/outflows including budgeted
sales and gross margin, such estimation is based on the
management’s expectations for the market development
and the directors considered appropriate.

During the year ended 31 December 2010 and 2009,
management of the Group determines that there is no
impairment of its CGU containing goodwill.

@EFH Wiretape " BRRMER 2R S EE
BA([REEASBAM]) -

REELBEM KBS H2EFEH
BEETIHERETE - GEHEFAKLE
BEMEC AFHRVBREEREE RS
MEARNRIEA - RAREL134% (=&
TNE :944%)518 - BEZhFH2HR

EMEBAIR7% 2 FHERE (ZZEZEN
¢ 1 30%) HEET o LTI RETIERE
BrTEMEREBETNBEERITENTY
R REMAERS - ARESELSE
VARZZETNFHEEEERER Tt
FHENENXE  RASEEEEEE
R ERERBEE c EMERAEERSE
E’U\Eg@i%gﬁIEJE‘E-«—IEi//ILA//}ILﬁﬁ
B BRAGT IEREEESMSERN
TEEl - EENRAMGEBEER -

REBE_Z-ZTFR_ZTNF+_H
=t— EIJJ:@F“W AN B 5 1R B E R
BEEERBZHRSELERE -
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B #& R TR BT BE-—Z-SF+-A=+—ALEE
21. CLUB MEMBERSHIPS 21. EEsE
The Group and the Company
AEERAAT
2010 2009
—F-FF —TTNF
HK$’000 HK$ 000
FET FHT
Club memberships, at cost YL - BKA
At 1 January ®—A—8 889 889
Written off for the year F s (130) -
At 31 December Rt+=—A=1+—8~ 759 889
Accumulated amortisation RETEEE
At 1 January B—H—HB 216 216
Written off for the year F AR (57) =
At 31 December R+=—A=+—8 159 216
Carrying values BREE
At 31 December R+-_A=+—H 600 673
22. INTANGIBLE ASSETS 22. MLEE
Patents
EV
The Group The Company
AEE PN
2010 2009 2010 2009
—2-8F TR —2-BF  ZTTNF
HK$’000 HK$'000 HK$'000 HK$'000
TER FAL FET FAET
Cost AE
At 1 January ®—HA—H 19,387 = 11,371 =
Exchange adjustments i 5 R 257 (63) - (36)
Additions NE - 11,407 - 11,407
Acquired on Yo — R B
acquisition of AR FTUREE
a subsidiary - 8,043 - -
At 31 December B+=-RA=+—H 19,644 19,387 11,371 11,371
Amortisation iy
At 1 January »—H—H 855 = 502 =
Exchange adjustments i 5 R 21 = = =
Charge for the year AEEHH 1,145 855 669 502
At 31 December R+=—A=+—H 2,021 855 1,171 502
Carrying values EEE
At 31 December R+=ZA=+—8H 17,623 18,532 10,200 10,869
The patents entitle the Group to manufacture products ZEEFEREASEEN KB AR 17 F
using Wiretape™ cabling technology over 17 years from the 1% F Wiretape™ B R R ITBLE E &  BRME
date of acquisition. The carrying values will therefore be ERMERFAIERE17EF A%

amortised over the useful lives of 17 years. 3 o
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23. INVESTMENTS IN EQUITY SECURITIES

For the year ended 31 December 2010
BE-Z-ZE+-A=+—HILEE

23. RAFHKRE

The Group and the Company

AEBRAEAT
2010 2009
—E-EF —EThF
HK$’000 HK$ 000
FEx FHIT
Unlisted equity securities, at cost  FE_ETRRAE S @ KA E
At 1 January R—A—H 1,500 1,500
Less: impairment loss recognised & : & HERREEE (1,500) (1,500)

At 31 December Bn+—-—A=+—8H

In view of significant operating losses incurred by the
investee, full impairment loss had been made for the cost
of investment in that entity of HK$1,500,000 in previous
years.

On 31 December 2007, the Group and the Company
disposed of an investment in equity securities with
carrying value of approximately HK$1,684,000 to another
shareholder of that entity at KRW200,000,000. Pursuant
to the sales and purchase agreement dated 31 December
2007, the consideration should be settled on or before
30 June 2008. On 28 September 2009, the Group and
the Company agreed to extend the repayment of sales
proceeds by installments of KRW100,000,000 (equivalent
to approximately HK$666,000) each, payable on 30 June
2010 and 31 December 2010 respectively. The outstanding
sales proceeds receivable bears an interest at 6% per
annum.

24. INVENTORIES

HRESREEELAEAEEHE
HMERBAFEMRRENZERB ZKAN
1,500,000 8 T 2 BURE RS -

RZEBEE+E+-_A=1—"8 K&£H
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24. &

The Group and the Company

AEERAEAT
2010 2009
—E-TF —ETNF
HK$’000 HK$'000
FEx FAET
Raw materials R 34,478 22,884
Work in progress &M 25,216 17,552
Finished goods R 22,979 16,664

82,673 57,100




