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INTERIM RESULTS

The Board of Directors (the “Board”) of Ngai Lik Industrial
Holdings Limited (the “Company”) is pleased to announce the
unaudited consolidated results of the Company and its
subsidiaries (the “Group”) for the six months ended 30
September 2006, together with the comparative figures, as
follows:
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CONDENSED CONSOLIDATED INCOME STATEMENT

B S 3

Six months ended
30 September
BEhAAB=+tBLXEAR

2006 2005
—EBERE —EERF
(Unaudited) (Unaudited)
(REER) (REFEZ)
Notes HK$’000 HK$'000
=S TExT FHET
Turnover B 3 1,862,135 1,561,823
Cost of sales B AR (1,762,872) (1,457,232)
Gross profit E 7 99,263 104,591
Other income Hab g A 8,347 5,857
Selling and distribution expenses HERDHAT (18,598) (18,774)
Administrative expenses THHAX (59,171) (57,328)
Other operating income, net HibEa A » 558 1,380 2,292
Increase in fair value of investment & & ¥ % 2 F{& 1 i
properties 12,864 3,105
Profit from operations =ik 44,085 39,743
Finance costs & p AR (17,864) (11,306)
Share of results of associates /N 1,279 1,119
Profit before taxation B B AR A 4 27,500 29,556
Taxation i 5 (5,645) (4,328)
Profit for the period B s A 21,855 25,228
Attributable to: T AT -
Equity holders of the Company AAREREFEA 21,855 25,228
Minority interests DEIR R - -
21,855 25,228
Dividend % & 6 7,930 11,895
Earnings per share (HK cents) BREF CH) 7
- Basic — &R 2.76 3.18
— Diluted —#E n/afiE A n/a~iE
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CONDENSED CONSOLIDATED BALANCE SHEET
HRFAEEEEER
As at As at
30 September 2006 31 March 2006
R-ZBEXREF RZTEERF
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N
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nB=+H =A=+—H
(Unaudited) (Audited)
(REER) (le#E%)
Notes HK$’000 HK$'000
Bt 5 FTET FHBIT
Non-current assets FRBEE
Investment properties BEME 199,222 186,358
Property, plant and equipment mE - BERKE 8 1,061,155 1,060,487
Land use rights 4 i {55 R
— non-current portion —JERE M 64,598 65,323
Interests in associates RELRNRIZER 21,386 20,107
Intangible assets BREE 32,258 27,667
Deposits for acquisition of property, BEVE BEEX
plant and equipment ZE & 3,200 3,782
Bank deposit RITHFER
— maturing after one year — —F &5 H - 22,207
Available-for-sale financial assets AHEECEREE 5,711 16,922
1,387,530 1,402,853
Current assets REBEE
Land use rights — current portion TR R - RB M 1,450 1,450
Inventories & 759,477 445,467
Trade and other receivables and B 5 K H i FE U BR 51 K 9
prepayments TR SRIE 424,212 166,436
Taxation recoverable Al Y Bl 7T 49,268 48,927
Bank deposit WITTFR
- maturing within one year ——F NI 22,698 -
Cash and cash equivalents RehkReHEMEEE 217,881 198,550
1,474,986 860,830
Current liabilities REBAE
Trade and other payables 25 REMEMNER 10 643,975 363,647
Taxation payable FERT R IR 77,482 75,989
Bills discounted I RE 199,251 35,365
Trust receipt and packing loans ERlEERLEOER 346,788 42 567
Bank loans — due within one year BITER——FAZH 144,626 306,144
Obligations under finance leases & A R AR
— due within one year ——FRE 1,106 31
1,413,228 823,743
Net current assets REBEEFE 61,758 37,087
Total assets less current liabilities ZEERABER 1,449,288 1,439,940
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CONDENSED CONSOLIDATED BALANCE SHEET (Continued)

BRGRSEERER (B)

As at
30 September 2006
REZBEBXREF

As at
31 March 2006
RZEZEREF

AB=+H —A=+—H
(Unaudited) (Audited)
(REBER) (&%)
HK$’000 HK$’000
FTHET FHET
Non-current liabilities FRBER
Bank loans — due after one year RITER - —FREE 300,895 317,866
Obligations under finance leases BA A 4 AR
— due after one year — —F 1% EH 2,880 -
Deferred taxation EIEFIA 52,262 48,110
356,037 365,976
Net assets EEFHE 1,093,251 1,073,964
Capital and reserves BRAR#E
Share capital &% 7 79,302 79,302
Reserves fH1# 1,009,929 990,642
Equity attributable to equity RARERBFEA
holders of the Company RS 1,089,231 1,069,944
Minority interests PERRES 4,020 4,020
Total equity ERBE 1,093,251 1,073,964
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ARERERRSEZEBREX

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2006

BHE_ZZXRFAA=THIEAREAR

Attributable
Properties to equity
Share Share revaluation ~ Exchange Investment Accumulated  holders of Minority Total
capital  premium reserve reserve reserve profits the Company  interests equity
I KRAER P2 |

Bx  BROEE EEEE  ENBE  REEE  RHER BEARE  RRER  ERAE

HK$000  HK§000 ~ HKS000  HK§O000  HKS000  HK§000  HK§000  HKS'000  HKS'000
TRr  TEn  TER  TET  TEnr  TEx  TET < TEAnT = TER

At 1 April 2005 R-ZZHREMA-A 79,302 82,844 - 1,108 - 900,901 1,064,155 4,020 1,068,175
- effects of changes in -EREHER

accounting policies %+ - - - - - (2,113) (2,113) - (2,113)

- as restated L] 79,302 82,844 - 1,108 - 898,788 1,062,042 4,020 1,066,062

Surplus arising from revaluation RERMEMEE

of properties W - - 522 - - - 522 - 522
Deferred taxation liability arising RERMEMELL

on revaluation of properties EEHERR - - (172) - - - (172) - (172)
Decrease in fair value of MR ESREE

available-for-sale financial assets NFEZED - - - - (428) - (428) - (428)

Exchange differences arising on BENIMEHEZ
translation of financial statements ~ HHHREL L
denominated in foreign currencies ~ EXEE - - - 412 - - 412 - 412

Net income recognised directly RRABRERER L

in equity FRA - - 350 412 (428) - 334 - 334
Profit for the period AR - - - - - 25,028 25,228 - 25,08
2004/2005 final dividend paid Eft=2%RE/

“ZERERERE - - - - - (7,930) (7,930) - (7,930)
At 30 September 2005 RZZZRFNA=1A 79,302 82,844 350 1,520 (428) 916,086 1,079,674 4,020 1,083,694
At 1 April 2006 RZZEREMA-A 79,302 82,844 11,927 - 3,770 892,101 1,069,944 4,020 1,073,964
Decrease in fair value of THEESREE

available-for-sale financial assets ~ AFEZHH KR

and loss recognised directly RABRZEERED

in equity BB - - - - (90) - (90) - (90)
Realised on disposal of HETHEESR

available-for-sale financial assets ~ EE%% - - - - (2,478) - (2,478) - (2,478)
Profit for the period gl - - - - - 21,855 21,855 - 21,855
At 30 September 2006 RZZBEREARZHE 79,302 82,844 11,927 - 1,202 913,956 1,089,231 4,020 1,093,251
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BHRGERERER

Six months ended
30 September
BEAA=+THLEREA

2006 2005
—EERE —TTREF
Unaudited Unaudited
REBER REEZ
HK$’000 HK$'000
TERT FHBT
Net cash used in operating activities &2 EKAEZIR©FE (212,488) (77,529)
Net cash used in investing activities R EEETREZ R F 58 (42,950) (74,354)
Net cash from financing activities BMEEZMB2REFE 274,769 158,012
Net increase in cash and RekBFLEEHEEZ 19,331 6,129
cash equivalents L nFEE
Effect of foreign exchange INEERBE 2 w8 - 10
rate changes
Cash and cash equivalents REA—BZzRE KBS
at 1 April £EEE 198,550 215,420
Cash and cash equivalents PAA=+tHZzRE& KBRS
at 30 September LEEE 217,881 221,559
Analysis of the balances of cash RELBFLEEBEEHES
and cash equivalents Z A 217,881 221,559
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Basis of preparation

The condensed financial statements have been prepared in
accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) and with the Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”).

Principal accounting policies

The condensed financial statements have been prepared on
the historical cost basis except for certain properties and
financial instruments, which are measured at fair values or
revalued amounts, as appropriate. The accounting policies
used in the condensed financial statements are consistent with
those followed in the preparation of the Group’s annual financial
statements for the year ended 31 March 2006, except as
described below.

In the current period, the Group has adopted, for the first
time, a number of new Hong Kong Financial Reporting
Standards (“HKFRSs”), HKAS and Interpretations (“Int”)
(hereinafter collectively referred to as “new HKFRSs”) issued
by the HKICPA, which are either effective for accounting
periods beginning on or after 1 December 2005 or 1 January
2006. The adoption of the new HKFRSs had no material effect
on how the results for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior
period adjustment has been required.

The Group has not early adopted the following new standard,
amendment or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate that
the application of these standard, amendment or interpretations
will have no material impact on the results and the financial
position of the Group.
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Principal accounting policies (Continued) 2. EEBETEER (&)

HKAS 1 (Amendment) Capital Disclosures! BEAGHEIEIR BEAHEE
(& 183T)
HKFRS 7 Financial Instruments: Disclosures' BEEMBHREEN SRIA: RE
ENe
HK(IFRIC) - Int 7 Applying the Restatement Approach BEA(EBRMBERE REBES B AER
under HKAS 29 Financial REZE®) F205 BRIt AR
Reporting in Hyperinflationary —RZEETR AP RE R B T IR
Economies? Wz EHFHA?
HK(IFRIC) — Int 8 Scope of HKFRS 28 BEA(EBRMBRE BEMB RS AER
REZEZEE) Eo5% 2 BE?
—2EFEe
HK(IFRIC) - Int 9 Reassessment of Embedded BEX(EBRMBRE RNETEITAEZEN
Derivatives* REZE®) ERER
— REE R
' Effective for annual periods beginning on or after 1 January 2007 VRIEELF-A-HR BRI ZEE
HAR A -
2 Effective for annual periods beginning on or after 1 March 2006 ? RZBERF-A—ANZERBZFE
HAR A -
3 Effective for annual periods beginning on or after 1 May 2006 S RZEERFRA-—BRZERABRZFE
HAR A -
* Effective for annual periods beginning on or after 1 June 2006 CRZEBERERNA-BIE2ERBZFE
HAR A -
Turnover and segment information 3. EXERIEEH
Turnover represents the amounts received and receivable for BETBENCEERIERERBZERR
goods sold and services rendered. M E -
(a) Business segments (a) ¥BoE
For management purposes, the Group is currently MEBME  AREEATHMELEE
organised into two operating divisions — electronics BHEK > DR EFRERS XK
manufacturing services business (“EMS business”) and (TEMSEK]) RMEKRA -

property investment.

These divisions are the basis on which the Group reports REEBRAEEREEXEZDEER
its primary segment information. ZEAE

The EMS business is engaged in design, manufacture EMSEBIER BERIHEEFE
and sales of electronic products while property investment mZEG  MYERERREMEMR
is engaged in property rental. g
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3.

Turnover and segment information (Continued)
Business segments (Continued)
Segment information about these businesses is presented

(a)

below:

Six months ended 30 September 2006
BE_ZZERFhLA=+HLAKEAR

(a) EBoE(A)

ZEEBZOREMENNNT ¢

EMS Property
business investment Eliminations Consolidated
EMS# % MERE i 88 Fa
HK$’000 HK$’000 HK$’000 HK$’000
T TET T T T T
Turnover ] 1,862,135 - - 1,862,135
Rental income a2 WA - 5,329 - 5,329
Result E$
Segment result bag e 27,854 15,795 43,649
Interest income B U A 2,389
Other rental income Haf A 629
Finance costs Bh & p AN (17,864)
Share of results of FER B R A
associates E 1,279
Unallocated expenses Aoz (2,582)
Profit before taxation B %54 A 4 A 27,500
Taxation 1B (5,645)
Profit for the period B % F 21,855
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3. Turnover and segment information (Continued)

(a)

Business segments (Continued)

Six months ended 30 September 2005
HE-_ZTTERFAA=1THIEAEA

EXEBERDBER (B)
(a) EBDE(E)

EMS Property

business investment  Eliminations Consolidated

EMSE 7% MERE $ih 4 Foe)

HK$'000 HK$’'000 HK$’'000 HK$’'000

T T FHBT FHBT FHBT

Turnover = 1,561,823 - - 1,561,823

Rental income a2 WA - 3,604 - 3,604

Result E

Segment result DEEEE 38,118 4,215 42,333

Interest income B U A 1,923

Other rental income H e A 330

Finance costs & B (11,306)
Share of results of FEAGEE & A A

associates E 1,119

Unallocated expenses Koz (4,843)

Profit before taxation B 15t A1 g A 29,556

Taxation g (4,328)

Profit for the period B A 25,228

Geographical segments

The following table provides an analysis of the Group’s

turnover by geographical market, irrespective of the origin

of the goods manufactured or services rendered:

(b) HEHE
TERMEMSZMEEAER ZHEHE
EE DT BERZEESRGRMEZ
15 Y

Turnover
=E 30
Six months ended
30 September
BERA=+HLEXMER

2006 2005

—ETRE —Z2Zh%E

HK$’000 HK$'000

FiET THET

America =M 1,582,588 1,213,964
Europe BUM 191,740 220,291
Asia M 72,579 67,904
Others Hith 15,228 59,664
1,862,135 1,561,823
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4.  Profit before taxation

R B A E R

Six months ended
30 September
BEAA=+RHLAEAR

2006 2005
—BEAE Lt
HK$’000 HK$’000
FET FHT
Profit before taxation has been B % 81 #) 2 H1k
arrived at after charging (T A)
(crediting):
Depreciation of property, M- BERZHE
plant and equipment ZHE 40,667 40,627
Amortisation of land T AR
use rights & ¥ 725 742
Amortisation of intangible mEEE
assets 2B 8,108 9,404
Loss on disposal of property, HEWE  KERERE
plant and equipment 2 E5 18 1,074 492
Share of tax of associates FEAGEEE A RIBIIE
(included in share of (BREREMEE
results of associates) NCIES)) 281 233
Interest income B WA (2,389) (1,923)
Gain on disposal of HERHEE
available-for-sale TREE
financial assets 2 Wz (1,945) -
5. Taxation HiE
Six months ended
30 September
BEAAE=1THLEAEA
2006 2005
—EERE —ETREF
HK$’000 HK$’000
FET FHT
The taxation comprises: MIBEIE
Profits tax MG
Hong Kong B
— Provided for the period — B - 2,534
— Underprovision in -BEFE
prior years BETRE 1,493 -
Other jurisdictions Hfh AR - 385
1,493 2,919
Deferred taxation EIER I 4,152 1,409
Taxation for the period BN B I8 5,645 4,328
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Taxation (Continued)
Notes:

(a)

(c)

Hong Kong Profits Tax is calculated at 17.5% (2005:
17.5%) of the estimated assessable profit for the six
months ended 30 September 2006.

Taxation for other jurisdictions is calculated at the rates
prevailing in the respective jurisdictions.

The Group is currently appealing against assessments
raised by the Hong Kong Inland Revenue Department
(the “IRD”) regarding the taxability of profits of certain
subsidiaries for the years of assessment 1991/92 to 1995/
96 (“Tax Appeal”). The IRD has determined that some
profits of the Group in those periods should be Hong
Kong sourced and subject to 50% of Hong Kong Profits
Tax. The Tax Appeal has not yet been concluded at the
balance sheet date.

For the years of assessment of 1996/97 to 2004/05, the
IRD has issued notices of assessment to the Group
regarding the taxability of profits of certain subsidiaries
under the Tax Appeal. The Group had also lodged
objections against these assessments (“Objections”).

Included in the taxation recoverable at 30 September
2006, an aggregate amount of approximately
HK$47,494,000 (31 March 2006: HK$47,162,000) has
been paid to the IRD in relation to the Tax Appeal and
the Objections.

Pending the outcome of the Tax Appeal and the
Obijections, the Group has made provision for the potential
tax liabilities in its consolidated balance sheet as at 30
September 2006 in accordance with the IRD’s
determination. Based on the legal counsel’s advice, the
directors of the Company considered that there was no
material underprovision of tax liabilities as at 30
September 2006.
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6.

Dividend =]
Six months ended
30 September
BEhA=+HLAXMER
2006 2005
ZEEARF —_ZEThEF
HK$’000 HK$’000
FET FAET
Interim, proposed, of HK1 cent /& & HA % 8 & I 1781
(2005: HK1.5 cents) —ETRF 1.558W)
per share 7,930 11,895
Earnings per share BRER

The calculation of basic earnings per share is based on the
following data:

BREABMIVETIISEE

Six months ended
30 September
BEAA=+HLAXER

2006 2005
ZEERF —ZTZERF
HK$’000 HK$’000
FBx FHT
Profit for the period attributable HIRAN QR Az E AEL
to equity holders of the BN RETEERERRT
Company and earnings for 2 EH
the purpose of basic
earnings per share 21,855 25,228
Number of ordinary shares for s EESBRERRF 2
the purpose of basic LM E R
earnings per share 793,016,684 793,016,684

There were no dilutive effect on the share options as the
exercise price of the Company’s options was higher than the
average market price of the Company’s shares. During the
period, the share options were cancelled.

Property, plant and equipment

During the period, the Group spent approximately HK$8 million
on the construction of industrial buildings in China, HK$15
million on plant and machinery and invested HK$9 million on
moulds in order to upgrade its manufacturing capabilities.

NGAI LIK INDUSTRIAL HOLDINGSLIMITED 2 h T % &£ B E R 2 7
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9. Trade and other receivables and prepayments

B 5 KA MEWIRR KRN KE

As at As at
30 September 2006 31 March 2006
R-BEAE  ATTAE
ABA=+H —A=+—H
HK$’000 HK$’'000
F& T FHT
Trade receivables B SRR 218,595 109,361
Bills receivables for B 3% 8 U

discounting Eg 199,251 35,365
417,846 144,726

Other receivables and HERER R
prepayments TE KB 6,366 21,710
424,212 166,436

Customers are generally granted credit terms of letter of credit
at sight or open accounts from 7 days to 30 days. Longer
credit periods are granted to several customers who have
long business relationship with the Group and strong financial
position.

The following is an aged analysis of trade receivables and
bills receivables for discounting at the balance sheet date.

BEP—RUBERRETRS  REREH
SRR 7 BE30HEAM - BB H
AEERYRMEBBEYBFBMRER
LEPEAEEBLTERIHMERRE -

REBERZEBHRURR R HBERERRE
ZREDTMT o

As at As at
30 September 2006 31 March 2006
R=ZBEXRE RZZETRF

hBA=+H =A=+—8

HK$°000 HK$’000

FET FAT

Current — 30 days BN Hf —30H 412,680 142,367
31 - 60 days 31—60H 4,995 1,888
61 - 90 days 61—90 H - 404
Over 90 days 90H KA £ 171 67
417,846 144,726

The fair value of the Group’s trade and other receivables at 30
September 2006 approximate their carrying amounts.
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10. Trade and other payables 10. BEZRHEMEMKRR

As at As at
30 September 2006 31 March 2006
R-ZZBZEXRE RZZTRF
hB=+H —A=+—H
HK$’000 HK$’000
FET T T
Trade payables B RNER 408,243 225,174
Bills payables ERERE 57,882 5,927
466,125 231,101
Other payables H i & AR K 177,850 132,546
643,975 363,647
The following is an aged analysis of trade payables and bills REER  BIEMNERRENZRIRER
payables at the balance sheet date : DT :
As at As at
30 September 2006 31 March 2006
R-ZZBZEXREF RZEERF
NBA=+H =—A=+—H
HK$’000 HK$'000
FET FAET
Current — 30 days BN EY —30H 441,927 214,155
31 - 60 days 31—60H 11,049 10,946
61 - 90 days 61—90 H 3,335 1,773
Over 90 days 90H M k£ 9,814 4,227
466,125 231,101
The fair value of the Group’s trade and other payables at 30 rEBEZESRAEMENERR_ZZRF
September 2006 approximate their carrying amounts. NAZTHRZAFENESNEREME -
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11. Capital commitments

AR

As at
30 September 2006
R-ZBZ2XE

As at
31 March 2006
RZZTETXRF

hB=+AH =A=+—H
HK$°000 HK$'000
FExT FAT

Contracted but not provided for 2 5] #9118 & # &
Investment properties wEME 5,145 -
Property, plant and equipment  #1% - % &E k& 13,463 8,984
Land use rights T+ Ho{E AR 1,374 -
19,982 8,984

Authorised but not contracted for T BRI 4
Investment properties wREME 7,389 -
Property, plant and equipment  #1% « BB k& E 1,900 16,533
Land use rights 4t {5 A 4 12,821 -
22,110 16,533
42,092 25,517

12. Related party transactions 12, BEALRS

During the period, the Group entered into the following
significant transactions with related parties in the ordinary
course of business :

P ARG HEA TR AR ERBR
REETUTEARS ;

Six months ended
30 September
BEZAA=1+B1LEXEA

2006 2005
—EEAF —TTRs
HK$’000 HK$’000
FiET FET
Purchase from [T 5 R A 2 BREE
Sun Bright Investments SRR EBR A A
Limited (Note 1) (Kret1) 4,403 -
Sun Bright Industrial Paints B (k) 2R %
Limited (Note 1) BRAR (KiF1) 1,677 -
Rental expenses paid to BRI LS
Man Fat Enterprise Company XECEBRAT (HiE2)
Limited (Note 2) 225 270
Geming Company Limited REER AR - 198
Legal and professional fees X TFHRRERMEBTZ
paid to Andrew Lam & Co. EREREEER (Wit3)
(Note 3) 305 958
Remuneration paid to directors EXN FEERFTEZERE
and other members of key HEbpk B 2B &
management 5,501 4,192
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12.

13.

Related party transactions (Continued)
Notes:

(1) During the period, the Group made purchases with an
associate and its subsidiary, namely, Sun Bright
Investments Limited and Sun Bright Industrial Paints
Limited respectively.

(2) These represent rental expenses arising from the leasing
of car park and office space from Man Fat Enterprise
Company Limited, a company in which Dr. Lam Man Chan
and Madam Ting Lai Ling, directors of the Company,
have beneficial interests.

(83) The legal and professional fees were paid to Andrew
Lam & Co., in which Mr. Lam Ping Cheung, Andrew, a
non-executive director of the Company who resigned on
20 June 2006, has a beneficial interest.

Post balance sheet events

Disposal of an associate

Subsequent to 30 September 2006, the transaction for disposal
of the interest in Metro Capital Securities Limited at a
consideration of HK$20 million was completed. All conditions
as stated in the Company’s circular dated 22 August 2006
were fulfilled.

Disposal of available-for-sale financial assets

Subsequent to 30 September 2006, the Group has disposed
all the remaining available-for-sale financial assets. Details of
the disposal were disclosed in the Company’s circular dated
27 October 2006.
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DIVIDEND

The Board has resolved to declare an interim dividend of HK1
cent (2005: interim dividend of HK1.5 cents) per share for the
six months ended 30 September 2006. The dividend will be
payable on or about 8 February 2007 to shareholders of the
Company whose names are on the Register of Members on 2
February 2007.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from 29 January 2007
to 2 February 2007, both days inclusive, during which period
no transfer of shares will be effected. In order to qualify for
interim dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong
branch registrars, Tengis Limited at 26th Floor, Tesbury Centre,
28 Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on 26 January 2007.

BUSINESS REVIEW

For the six months ended 30 September 2006, the Group’s
unaudited consolidated turnover reached HK$1,862 million, a
growth of 19.2% as compared to the same period last year. The
unaudited consolidated profit attributable to equity holders
amounted to HK$22 million, a decrease of HK$3 million from
the same period last year.

During the period, crude oil prices, which affect the Group’s
energy and raw material costs, particularly those of plastics
and electricity, continued to be volatile and ranged from US$80
per barrel to about US$58 per barrel, a variation of more than
30%. Confidence in the consumer market continued to be
adversely affected by oil price volatility.

During the period under review, the Group worked diligently in
various strategic initiatives with vigor and determination. As its
top priority to meet the demands of a rapidly changing
marketplace, the Group continued its strong drive to upgrade
its product mix. The sales turnover of portable DVD players
contributed approximately 26.3% of the Group’s total sales for
the first half in Financial Year (“FY”) 2007. Moreover, the car
mobile division also commenced operations in August 2006 with
6 production lines in place as of 30 September 2006. This
division contributed about HK$11 million to the Group’s overall
sales.
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The sales of home audio products decreased 28.5% and
accounted for about 52.7% of total sales. During the period,
the United States (“U.S.”) remained the Group’s largest market
followed by Europe. Sales to the U.S. and Europe amounted to
HK$1,583 million (2005: HK$1,214 million) and HK$192 million
(2005: HK$220 million) respectively. The significant increase in
sales to the U.S. was mainly attributable to fulfillment of certain
event sales order for portable DVD players and personal CD
players to Wal-mart.

The Group’s gross margin dropped to 5.3% compared to 6.7%
the same period of FY2006, but which represented a slight
increase compared to that of the second half of FY2006. The
decrease was mainly attributable to high oil prices, increase in
raw material cost and royalties. Moreover, the conventional CD
products and standalone DVD players products provided
negligible profit contribution to the Group due to intense price
competition.

As part of the Group’s stated strategy to divest non-core assets,
the Group disposed of certain investments during the period.
On 15 September 2006, the Group passed an ordinary resolution
in the Special General Meeting to dispose its interests in an
associate, Metro Capital Securities Limited (“MCS”), for a cash
consideration of HK$20 million.

During the period from 9 June 2006 to 6 October 2006, the
Group also disposed of 8,768,000 shares in Hop Fung Group
Holdings Limited, representing approximately 2.29% of the
issued share capital of Hop Fung Group Holdings Limited,
through securities brokerage firms to independent third parties
for an aggregate gross consideration of approximately HK$15.95
million.

PROSPECTS

Sales for the month of October and November in 2006 (excluding
the sales for the car mobile division) reached the level of
approximately HK$800 million, mainly due to the shipment of
Christmas event sales orders for portable DVD players. However,
sales for the remainder of the year are expected to exhibit its
normal low seasonal pattern while market conditions should
remain challenging. The Group is committed to continue to adapt
to a rapidly changing consumer electronics industry. Specifically,
the Group will continue to change its product mix and reduce
production of the low margin products, and in particular,
personal CD players, the demand for which has declined
drastically in the past two years as MP3 players and the i-Pods
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become increasingly popular. With the strategic reduction in
low margin business of personal CD players, the sales
percentage of conventional home audio products will further
decrease from about 52.7% this period to approximately 30%
to 35% in FY 2008.

The Group is in the process of shifting to produce more digital
products with better margins. Having successfully launched our
portable DVD players, the Group will focus on sales of panel
display products. For example, digital photo frames in 77, 8”
and 9” display screen sizes have been launched to the
marketplace with good responses from the customers. We aim
to enter into the market quickly to gain a reasonable market
share.

Sales for the start-up car mobile division continue to increase,
adding about HK$50 million to the Group’s turnover for the
months of October and November. Portable navigators in 4”
display screen size have received good responses from
customers and the Group has accordingly increased production
lines for the car mobile business. The Group considers the car
mobile business a key opportunity to diversify the product range
and improve production capacity utilisation during the
conventionally low season (normally December to March) for
the consumer electronics business.

Furthermore, oil prices started dropping rapidly in August and
plastic resin prices are expected to decline as well. However,
as lower plastic resin prices are likely to come after the Group’s
peak season has been over, the benefit to the Group’s future
profitability, at least in the short term, should not be substantial.

With the appreciation of Renminbi (“RMB”) and increasing labour
costs, the business environment for manufacturers in China
continues to be difficult. The Group will further consolidate
operations of Dongguan plants to Qingyuan Industrial Estate. In
particular, the plastic injection and printing operations will be
consolidated to Qingyuan by the first quarter of 2007 in order
to enjoy lower energy costs there. The Group will also explore
OEM business opportunities with new clients to expand its sales
revenue base.

Looking ahead, the Group is committed to upgrading its product
mix and continually improving cost effectiveness and will strive
to overcome the challenges.
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MANAGEMENT DISCUSSION AND ANALYSIS
FINANCIAL REVIEW

Turnover

During the period, the sales turnover increased to HK$1,862
million, an increase of 19.2% as compared to the same period
last year. The increase was mainly attributable to the better
sales of digital products.

Profit attributable to equity shareholders was HK$22 million, a
drop of 13.4% over the same period of last year.

During the period, sales of home audio products, which
remained its core business, accounted for approximately 52.7%
of the Group’s turnover, a decrease of 28.5% in sales over last
period. Sales from digital and DVD players contributed to
approximately 47.3% of the Group’s turnover, an increase of
361.1% over last period.

Gross Margin

The Group continued to change its product mix and reduce the
low margin business of certain CD audio products. Gross profit
was about HK$99 million.

Expenses

The Group’s administrative expenses were similar to the period
for last year and recorded at HK$59 million. The percentage of
administrative expenses to total sales slightly decreased to 3.2%
(2005: 3.7%). The Group’s selling and distribution expenses
remained at approximately HK$19 million. The Group’s finance
costs increased to HK$18 million, as a result of the higher
average interest rate and the increase in trust receipt and
packing loans.

Property Investment

The Group has changed the use of certain plants in Dongguan
to rental purposes following the continuing consolidation of its
operations into Qingyuan. The increase in fair value of investment
properties amounted to HK$13 million. The Group is now in the
process of obtaining land use right certificates for the investment
properties.
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Working Capital Management

As at 30 September 2006, the Group maintained bank deposit
and cash and cash equivalents at approximately HK$241 million
(831 March 2006: HK$221 million).

The Group’s average inventory turnover was about 59 days (31
March 2006: 56 days). The increase in inventory was mainly
due to the certain raw materials and finished goods built up
awaiting for shipments in October and November 2006. The
Group’s average trade receivables turnover was increased to
28 days (31 March 2006: 16 days).

Trade and other receivables increased from approximately
HK$166 million to approximately HK$424 million. It was mainly
due to the record shipments in September of this period and
accordingly, bills receivable for discounting, included therein,
increased from HK$36 million to HK$199 million which were
offsetting in nature against the corresponding liability item (bills
discounted). The bills receivable for discounting and bills
discounted dropped significantly after September 2006 to the
normal level of about HK$52 million in October 2006. The stock
and creditors levels increased in line with the underlying sales
growth for the period.

Dividend Policy

The Board has declared an interim dividend of HK1 cent per
share. After careful consideration, the Group adhered to the
existing dividend policy with a payout ratio of not more than
50% on net profits rather than maintaining the absolute amount
of dividend of prior years.

Financing and Capital Structure

As at 30 September 2006, the Group had bank loans of
approximately HK$446 million (31 March 2006: approximately
HK$624 million), which included the outstanding balance of
syndicated loan in the amount of HK$163 million (31 March
2006: HK$255 million). The Group also issued letters of credit
to procure the supplies of critical components and certain raw
materials. The trust receipt and packing loans amounted to
approximately HK$347 million (31 March 2006: HK$43 million).

The Group’s loans were primarily denominated in Hong Kong
dollars, US dollars and RMB and the Group had no significant
exposure to foreign exchange fluctuations.
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The increase in consolidated funded debt (excluding bills
discounted which were offsetting in nature) from HK$667 million
to HK$796 million was mainly due to the drawdown of new
loans and finance leases as well as additional short-term trade
facilities (as explained in the 2006 annual report) to fund normal
working capital and the capital expenditure for the period. The
trust receipt and packing loans decrease significantly after
September 2006 to the level of about HK$200 million in October
2006. Following the shipments in October and November 2006,
the net gearing ratio is expected to be about 50%.

Capital Expenditure

Total capital expenditure for the period was approximately
HK$43 million (31 March 2006: approximately HK$125 million),
out of which, HK$8 million was mainly spent on the construction
of Qingyuan Ngai Lik Industrial Estate, HK$15 million for the
acquisition of plant and machinery and HK$9 million for moulds
investment.

Liquidity and Financial Resources

The net current assets of the Group as at 30 September 2006
stood at approximately HK$62 million (31 March 2006: HK$37
million) and the current ratio was 1.04 (31 March 2006: 1.05).
Shareholders’ funds were maintained at approximately HK$1,089
million (31 March 2006: HK$1,070 million).

Treasury Policy

The majority of the Group’s sales and purchases were
denominated in US Dollars and HK Dollars. As HK Dollars and
US Dollars are pegged, the Group had minimum exposure to
foreign exchange fluctuation. The labour costs and other
overheads incurred in China were denominated in RMB and
during the period, the Group had entered into an one year
structured forward contract for RMB in the amount of US$1
million with the Hongkong and Shanghai Banking Corporation
Limited for hedging purposes. The Group will closely monitor
the overall currency and interest rate exposures. When
considered appropriate, the Group will hedge against currency
exposure as well as interest rate exposure.
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EMPLOYEE INFORMATION

As at 30 September 2006, the Group had approximately 31,800
employees (31 March 2006: approximately 32,000). The
remuneration packages are generally structured with reference
to market conditions and the qualifications of the employees.
The salaries and wages of the Group’s employees are normally
reviewed annually based on performance appraisals and other
relevant factors. Bonuses are normally paid to the management,
based on individual merits as well as results of their respective
companies in which they work. Benefit plans for its Hong Kong
staff include a provident fund scheme and medical and life
insurance. The Company also maintains a Share Option Scheme,
under which options may be granted to employees to subscribe
for shares in the Company. This Share Option Scheme is
designed to give employees an incentive to perform.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company is committed to high standards of corporate
governance. Subsequent to the publication of the Corporate
Governance Report in the 2006 Annual Report, a special
resolution was passed at the Annual General Meeting of the
Company held on 15 September 2006 to amend the Company’s
Bye-laws to the effect that all directors (including Chairman of
the Board and Managing Director of the Company) will be
subject to retirement by rotation.

The Board consider that the Company has complied with all
code provisions set out in the Code on the Corporate
Governance Practices (“CG Code”) throughout the six months
ended 30 September 2006, with deviations from CG Code
provision A2.1 in respect of the separation of roles of the
chairman and chief executive officer and A4.2 in respect of the
re-election of directors who are appointed to fill causal vacancy.
The Group’s compliance with the provisions of the CG Code
togethers with the reasons for the above deviations are set out
in the CG Report contained in the Company’s 2006 Annual
Report issued in July 2006.

AUDIT COMMITTEE

The Audit Committee of the Company, comprising of three
independent non-executive directors, has reviewed with the
management of the Company, the accounting principles and
practices adopted by the Group and discussed the auditing,
internal controls and financial reporting matters including the
review of the Company’s unaudited interim results for the six
months ended 30 September 2006.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED %

A A&EBEE 431,800
S (ZZEEXRFZA=+—H : 432,000
B) e —RBEMBZERERNETEEM
BT AfBEEEZHFLRIEZE—MREFR
BRIV E R EMEEEZELRT - AEMH
MEE EFAEKEZEﬂiﬁ&ﬁﬁ%EH
EHARCEBEBRRIEL - EBBE T ZBAE
%@%_Ehﬁiﬁ%&EK&A%&ﬂ°$
NEINEE —HERESE - BT MEE &
ﬁﬂﬁﬁﬂﬂ%@2$%%°%%%ﬁaﬁﬁ
FREZEAMEZHS -

BILEERERTA

RRABBMOREKFEZEEES - RZTEX
FEBRAZPEEORS TR —IEff-ir/E'jUf?%
n#ﬁz;ﬁﬁ/\_gg/\ﬁzﬂﬂ +a 555117221»‘
RBFRGEBB  AETEAR ﬂ%ﬁi
J’ﬁﬁ%ﬁ§$(ﬂi Aﬂ%%@If&ﬁ
FREB)BTRESR

EFERE  ARARBEZZZEAFAA=
THRIEANEARBETAEEARAERTH ([
EERTR A ZSFANMES - A - SREEE
MiTHEBEHACRDBHEZEEERTAIKX
BN REBEZENERBRTZRE
EHEEEHEAME  EAREEIE - $%
BETFEEERTA B XGER LMREES

ZIRE - HIRAR fYYAE¢$Z¢%
ERBER MEERON_ZEZTELAT

rEB (KER=ZBBIUIFNTE
F)ERALFEEBEHNAEERA 2GR
ARER - WO TwmEZ - REREG & %S
BEFER BREHARABE_TTREF
NA=Z+TRLEXNEAZRBEZPHES -

BAOTIXEBARLE

N
w

INTERIM REPORT 2007 # # 3% &



N
INTERIM REPORT 2007 #8355 % | I

REMUNERATION COMMITTEE

The Remuneration Committee of the Company, comprising of
three independent non-executive directors and one executive
director, was established with terms of reference in compliance
with the CG Code. The Remuneration Committee is responsible
for formulation and review of the remuneration policy of the
Company and performance of the executive directors,
recommendation as to the remuneration of the executive
directors and dealing with matters of appointment, retirement
and re-election of the directors.

COMPLIANCE WITH CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) as
set out in Appendix 10 to the Listing Rules as its own code of
conduct regarding directors’ securities transactions (the “Code”).
Having made specific enquiry of all directors of the Company,
the directors of the Company have complied with the required
standard as set out in the Code throughout the six months
ended 30 September 2006.

DEALING IN COMPANY’S LISTED SECURITIES
During the period, there were no purchases, sale or redemption
by the Company or any of its subsidiaries, of the Company’s
listed securities.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERSTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 September 2006, the directors, chief executive of the
Company and their associates had the following interests and
short positions in the shares, underlying shares and debentures
of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(“SFO”")) as recorded in the register required to be kept under
Section 352 of the SFO or which were required, pursuant to the
Model Code contained in the Listing Rules, to be notified to the
Company and the Stock Exchange:
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Number of Shares held

RO EE

Capacity/ Percentage
Name of Director Nature of interest Long position  Short position of holding
EEnE B/ Rt E L3y KA FREDL
Lam Man Chan (“Dr. Lam”) family interest (note) 278,723,176 - 35.15%
MK (THREL]) EN Xl )
Ting Lai Ling (“Ms. Ting”) family interest (note) 278,723,176 - 35.15%
TE®R (T &2t Kk (B at)
Note: Bz -

The interests are held by Goodchamp Holdings Limited, which is
100% owned by Sinowin Inc. as trustee of The Sinowin Unit Trust.
The Sinowin Unit Trust is a unit trust 100% owned by HSBC
International Trustee Limited as trustee of a discretionary trust. The
discretionary trust was settled by Dr. Lam and the discretionary
objects of which are Ms. Ting herself (the wife of Dr. Lam) and the
family members of both Dr. Lam and Ms. Ting.

In addition to the above, certain Directors have non-beneficial
personal equity interests in certain subsidiaries held for the
benefit of the Company solely for the purpose of compliance
with the minimum company membership requirements.

Save as disclosed above, as at 30 September 2006, none of
the Directors or the chief executive of the Company and their
associates had any interests or short positions in the shares,
underlying shares and debentures of the Company and its
associated corporation (within the meaning of Part XV of the
SFO) as recorded in the register required to be kept under
Section 352 of the SFO or which were required, pursuant to the
Model Code, to be notified to the Company and the Stock
Exchange.
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DIRECTORS’ RIGHT TO ACQUIRE SHARES
As at 30 September 2006, none of the directors of the Company
has any right to acquire any interest or benefits by means of
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acquisitions of shares, underlying shares in or debentures of NEEBEMESERIFE -

the Company.

INTERESTS AND SHORT POSITIONS IN SHARES FERREREMALTZRORABERBER
AND UNDERLYING SHARES OF SUBSTANTIAL mEERAR

SHAREHOLDERS AND OTHER PERSONS

As at 30 September 2006, so far as was known to the directors
or chief executive of the Company, the following persons (other
than the interests disclosed above in respect of certain directors
and chief executive of the Company) had interests or short
positions in the shares or underlying shares of the Company as
recorded in the register to be kept under Section 336 of the
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SFO are set out below:

Number of shares held

FEROHAR

Capacity/ Long Short Percentage

Name of shareholder Notes nature of interest position  position of holding

REER Bt it B EEME Ha KE BERBESL

Goodchamp Holdings Limited 1 Beneficial interest 277,923,176 - 35.05%
EmiEm

Sinowin Inc. 1 Trustee interest 277,923,176 - 35.05%
EEAER

HSBC International Trustee Limited 1 Trustee interest 278,423,176 - 35.11%
fErt A ®

Grandlink Holdings Limited 2 Beneficial interest 40,640,000 - 512%
EnEm

Guardian Trustee Limited 2 Trustee interest 40,640,000 - 5.12%
AR

Basab Inc. 2 Trustee interest 40,640,000 - 512%
fErt A ®

FMR Corp. 3 Investment manager 70,904,000 - 8.94%
REKE

Templeton Investment Counsel, LLC - Investment manager 63,622,532 - 8.02%
REKRE

Oaktree Capital Management, L.L.C. (“OCM”) 4 Corporate interest 48,880,000 - 6.16%
NEER

OCM Emerging Markets Fund, L.P. (“EMF”) 4 Beneficial interest 48,880,000 - 6.16%
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Notes:

1. The details of this note are stated in note of the above section
(a) headed “Directors and chief executive’s interests and short
positions in shares, underlying shares and debentures”

2. The 40,640,000 shares of the Company are held by and
registered in the name of Grandlink Holdings Limited, which is
100% owned by Basab Inc. as trustee of The Basab Unit Trust.
The Basab Unit Trust is a unit trust owned by Guardian Trustee
Limited as trustee of a discretionary trust.

3 The interests are indirectly held by FMR Corp. through its
100% controlled corporations, namely, Fidelity Management &
Research Company and Fidelity Management Trust Company.

4. These shares are held through EMF. OCM is the general partner
of EMF and is holding 2% in EMF. OCM is deemed to be
interested in shares held by EMF solely as general partner of
EMF but disclaims any beneficial interest therein except for its
pecuniary interest.

Save as disclosed above, as at 30 September 20086, the directors
and chief executive of the Company are not aware of any other
persons who had an interest or a short position in the shares or
underlying shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO.

SHARE OPTION SCHEME

A share option scheme of the Company was approved and
adopted on 23 August 2002 (the “Scheme”). The Scheme is
valid and effective for a period of ten years from the date of
adoption.

Pursuant to the Scheme, the Company may grant options to,
inter alia, directors and employees of the Company or its
subsidiaries and other participants to subscribe for shares in
the Company. The details of the terms of the Scheme were
disclosed in the Company’s 2006 annual report.

During the period, all outstanding options as at 31 March 2006
were cancelled and no options were granted, exercised or
lapsed.
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ACKNOWLEDGEMENT

On behalf of the Board, | wish to take this opportunity to express
my sincere gratitude to our management team and staff for
their hard work and dedication in the past year. | also wish to
thank our shareholders, customers, suppliers, bankers and
business partners for their continued trust and support.

By order of the Board
Lam Man Chan
Chairman
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BOARD OF DIRECTORS
Executive Director

Mr. Lam Man Chan (Chairman)
Ms. Ting Lai Ling

Ms. Ting Lai Wah

Mr. Yeung Cheuk Kwong

Independent Non-executive Directors
Mr. Ng Chi Yeung, Simon

Mr. Tam Yuk Sang, Sammy

Mr. Ho Lok Cheong

COMPANY SECRETARY
Mr. Yeung Cheuk Kwong

JOINT AUDITORS

Deloitte Touche Tohmatsu
Graham H.Y.Chan & Co.

PRINCIPAL REGISTRARS

Butterfield Fund Services (Bermuda) Limited
11 Rosebank Centre, Bermudiana Road,
Hamilton, Bermuda.

BRANCH REGISTRARS
Tengis Limited

26th Floor, Tesbury Centre, 28 Queen’s Road East,

Wanchai, Hong Kong.

REGISTERED OFFICE

Clarendon House, Church Street,
Hamilton HM11, Bermuda

HONG KONG PRINCIPAL OFFICE
Flat 29-32, 8/F., Block B, Focal Industrial Centre,
21 Man Lok Street, Hunghom, Kowloon.

WEBSITE

www.ngailik.com
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Butterfield Fund Services (Bermuda) Limited
11 Rosebank Centre, Bermudiana Road,

Hamilton, Bermuda.

BRoBFERLEDE
EREBAERAA
EBBITERKNER285%
& B IE 0261

AfRER

Clarendon House, Church Street
Hamilton HM11, Bermuda

BEETENRZER
BENEAHRLER
EoLETUBESE29-32F

EEpl

www.ngailik.com



