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UNAUDITED INTERIM REPORT

The Board of Directors (the “Board”) of Daisho Microline Holdings
Limited (the “Company”) is pleased to present the unaudited interim
report of the Company and its subsidiaries (the "Group”) for the 6
months ended 30 September 2005 as follows:

CONSOLIDATED INCOME STATEMENT
e W R

AEEBLPHEE
AEHREBERAR ((ARADEFE (&
EE)MAREARAREMBAR ([F%
EDBE-FEAFAASTRLEABEASH
ZREBGRBRENT

(Unaudited)
(REER)
6 months ended 30 September
BEAA=+TBILZAER

2005 2004
—EEREF —EETME
Notes HK$'000 HK$°000
k=3 EBHTF T BT T
TURNOVER =21 3 251,507 121,701
Cost of sales F=R- N (160,361) (109,972)
Gross profit E R 91,146 11,729
Other revenue and gains H g A 841 648
Selling and distribution costs IHE R AR (44,968) (7.894)
Administrative expenses TR X (14,079) (10,801)
Other operating expenses Hih & ER (2,535) (715)
PROFIT/(LOSS) FROM OPERATIONS WERAN S (EE) 30,405 (7,033)
Finance costs & AR 4 (1,136) (646)
PROFIT/(LOSS) BEFORE TAXATION MBAER, (B5E) 4 29,269 (7,679)
Income tax I8 5 (3,494) -
PROFIT/(LOSS) AFTER TAXATION KATREZEA 25,775 (7,679)
ATTRIBUTABLE TO EQUITY ERBRBIZ
HOLDERS OF THE COMPANY A (EE)
INTERIM DIVIDEND REI B 6 - -
EARNINGS/(LOSS) PER SHARE BRER, (B 7
— Basic — B HK5.53 centsi&fill  (HK1.65) cent/& 11l
— Diluted —#E% HK5.51 centsi&4ill  (HK1.65) centi 1l
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mEEERMER

NON-CURRENT ASSETS

Fixed assets
Prepaid land lease payments

CURRENT ASSETS

Inventories

Trade debtors

Sundry debtors, prepayments
& deposits

Cash and bank balances

CURRENT LIABILITIES

Trust receipt loans

Trade creditors

Other creditors and accruals

Finance leases and hire purchase
contract payables

Bank loans

Other loans, secured

Current tax payable

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

NON-CURRENT LIABILITIES

Finance leases and hire purchase
contract payables

Bank loans

Other loans, secured

Deferred tax liabilities

CAPITAL AND RESERVES

Issued capital
Reserves

CONSOLIDATED BALANCE SHEET

FRBEE
ElE & &=
B LS

REBEE

FE

e E 5 Bk K

Ho Al AR K
BNSRERES
BeRiRTTER

RBAEE
ADERER

e E 5 /R

Hit BRI E S
e R B
EHEEAR
RITERK
Hip A ERER
e B IR

RBEEFME
EERERRBDAR

FRBEME
ENBERY
REBER
RITEK

Hi B BWER
BT IAREE

B A R w18
BTN
fFh 5

(Unaudited) (Audited)
(REBER) (BEEZR)

30 September 31 March

2005 2005

—EERF —ETETRF
hA=+8B =ZA=+—H

(restated)

(E31))

Notes HK$'000 HK$'000
Bt BT T BT T
8 158,387 131,509
4,136 4,121

162,523 135,630

36,001 38,564

9 106,640 62,996
11,511 2,760

16,712 7,169

170,864 111,489

2,226 16,294

10 81,214 51,685
41,674 18,646

13,729 6,739

6,669 11,456

2,166 2,115

2,358 -

150,036 106,935

20,828 4,554

183,351 140,184

21,507 12,140

6,937 2,216

182 1,278

480 -

29,106 15,634

154,245 124,550

46,601 46,601

107,644 77,949

154,245 124,550
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

RERRgHR

At 31 March 2005 and
1 April 2005

Exchange realignment and
net gains not recognised
in the income statement

Profit after taxation
attributable to equity
holders of the Company

At 30 September 2005

At 31 March 2004 and
1 April 2004

Exchange realignment and
net gains not recognised
in the income statement

Loss after taxation
attributable to equity
holders of the Company

At 30 September 2004

balance sheet.

R-E2B2R¥=A=1-H
R-ZZRFMNA-H

EXBERIRRUERA
BR2FhE

FRAREHEA
PE16 BR L& R A

R-ZZEBREHNAZ1H

RZZEEME=A=1+—H
L-_EEMWENA—H

ERAERIARRERA
Rz

ARABEREA
FiERBREER

R-ZEMFAA=TH

(Unaudited)

(REER)

6 months ended 30 September 2005
BE-ZZRFNAZTHLEAEA

(Accumulated

Share Exchange losses)/

premium equalisation retained

Issued account  Contributed reserve profits
capital g surplus  EXFE (RiER)/ Total
BRTRE HER AARHK i REEWN @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETr E¥Frn BT EETn  E¥FT  EETR
46,601 90,038* 9,379* (17,742)* (3,726)* 124,550
- - - 3,920 - 3,920
- - - - 25,775 25,775
46,601 90,038* 9,379* (13,822)* 22,049* 154,245

(Unaudited)
(REER)
6 months ended 30 September 2004
BZE-ZEMFENA=THLES AR

(Accumulated

Share Exchange losses)/

premium equalisation retained

Issued account  Contributed reserve profits
capital B fp suplus  ERTE (REER)/ Total
BETRA wER  BARH #E  REET st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT E¥FT  BETT  E¥TT BT BT
46,601 90,038 9,379 (17,916) 10,539 138,641
- - - 150 - 150
- i} - - (7,679) (7,679)
46,601 90,038 9,379 (17,766) 2,860 131,112

These reserve accounts comprise the consolidated reserves of
HK$107,644,000 (31 March 2005: HK$77,949,000) in the consolidated

*

FHREBEEBER A FEEK107,644,00
T (ZEFERF=H=+4—H : 77,949,000
JL) Bt FREE AR A -
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

HRGEHRERNER

CASH FLOWS FROM OPERATING ACTIVITIES
Profit/(loss) before taxation

Net adjustments for non-cashflow items

Operating profit before working
capital changes

Net decrease/(increase) in working capital

Cash generated from operations
Net interest payment

Net tax payment

Net cash inflow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net cash outflow from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net cash (outflow)/inflow from

financing activities

NET INCREASE IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents at

beginning of the period
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF THE PERIOD

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances

REFTHRERE
B AR T, (B1R)

HEFRSREBEFE

AETRBDECEB AL EEF

REELZRS
USSP
ENAEHR

BEED RS RAEE

REFDZHERE
RERBZRESMEFER

METDZRERE
MEEH RS ORH)

MANFER

ReRkASEERAE
Z B IR

RBNZRE LR EEER

EREEH FE  FE

RBRZAESRREEEEE

ReRASEERAE

mEZDM
Re RIRITERF

(Unaudited)
(REEEX)

6 months ended 30 September
BEAA=THLEZAREA

2005 2004
—EERF —EENF
HK$'000 HK$'000
EBEF T BT T
29,269 (7,679)
19,295 17,149
48,564 9,470
1,048 (4,646)
49,612 4,824
(1,042) (621)
(656) -
47,914 4,203
(18,544) (2,595)
(21,506) 1,000
7,864 2,608
7,169 7,376
1,679 39
16,712 10,023
16,712 10,023
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BASIS OF PREPARATION AND ACCOUNTING POLICIES

This interim report has been prepared in accordance with Hong Kong
Accounting Standard (“HKAS") 34 "Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and Appendix 16 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“Listing

Rules”).

The accounting policies and methods of computation used in the
preparation of this interim report are the same as those adopted in
preparing the annual audited financial statements for the year ended
31 March 2005, except that the Group has changed certain of its
accounting policies following its adoption of the new/revised Hong
Kong Financial Reporting Standards (“HKFRSs"), HKASs and
Interpretations (hereinafter collectively referred to as the “new
HKFRSs") which are effective for accounting periods beginning on or

after 1 January 2005.

The changes to the Group's accounting policies and the effect of

adopting these new policies are set out in note 2 below.

CHANGES IN ACCOUNTING POLICIES

The adoption of the new HKFRSs has no material effect on the results
of the Group for the current or prior accounting periods. Accordingly,
no prior period adjustment is required. The adoption of the new
HKFRSs has resulted in certain changes in the presentation of this
interim report as set out below. Certain comparative figures have been

reclassified to conform with the current period’s presentation.

(@) Employee share option scheme (HKFRS 2, “Shared-based
Payment”)
In prior years, no amounts were recognised when employees
(which term includes directors) of the Group were granted
share options over shares in the Company. If the employees
chose to exercise the options, the nominal amount of issued
capital and share premium account were credited only to the

extent of the option’s exercise price receivable.

With effect from 1 April 2005, in order to comply with HKFRS 2,
the Group recognises the fair value of such share options as an
expense in the income statement. A corresponding increase is

recognised in a capital reserve within equity.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBREME

RHREERETEE

A EDRRESGHALE (B
fhRg ) B zEAGTEA([BEGHE
A1) B34 (R B IE I LB BB AR S
BRARER TR ([ ETHRR) M6z
HREMRE

RERNTHBERRANSHBRERFET
F o BASEREHE _TTERF=A=1—
Bt FEEEZ 2 MBMRE A OS5 HE
NETEIE—B - BAEBENRERAFTHIERT
BREPBRELER  BRGEAREE A
THREMAT [ EEMBREEL]) R SWE
ETEFEE - ZF[FR] B BHM B REEA]
RZZBZRF—A—RAR2EAMKO SR
R o

AEEEFREZ LY RIRMZ TN BERM
EEMFEEN T XME2-

EREREZED

RO BB BREERHMSCBES
HEARB  XEVESEATE - Hi - ~F
HREHMELAER - RN BEM B RS
RERE AR ERE 2 2FEKE T T XPRE 2

22575 e

(a) EERODCHEAI (FEUBHREEN
BaR-TURBERNAR]D
EUAREFEE  ARABLEEAKEESR
(BRER)ERTBARRTRMHK
DHEREREMNRE  WREBEE
TR B - ABRM R A E KD
EERIRRER D BRTEENERS
"o

H-ZTAFMA-—HE RTERE
BUBIREENFERORE - REER
WaERNIEELRDBEN A2 BERE
RAXH - HBERIE A EREANNE
KEFEETIER -
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2.

CHANGES IN ACCOUNTING POLICIES (Continued)

(a)

(b)

Employee share option scheme (HKFRS 2, “Shared-based
Payment”) (Continued)

For share options which are required to be held by the
employees for a period before exercise ("vesting period”), the
cost of the share options is recognised over the vesting period,
from the date of grant till the employees become fully entitled
to the share options. For share options which do not have any
vesting period, the cost is fully recognised in the period in

which the options are granted.

If the employees choose to exercise options, the related capital
reserve is transferred to the share premium account while the
proceeds net of any directly attributable costs are credited to
share capital and share premium account. If the options lapse
unexercised, the related capital reserve is transferred directly

to retained profits.

The share options granted to employees of the Group up to 30
September 2005 were all granted after 7 November 2002 but
had all vested before 1 April 2005.

The Group has taken advantage of the transitional provisions
set out in paragraph 53 of HKFRS 2 under which the new
recognition and measurement policies have not been applied to
options that were granted after 7 November 2002 but vested
before 1 April 2005. Hence, there is no effect on the results of
the Group for the 6 months ended 30 September 2005 and 30

September 2004, and the reserves as at those dates.

Leasehold land and buildings held for own use (HKAS 17,
“Leases”)

In prior years, leasehold land and buildings held for own use
were stated at cost less accumulated depreciation and any

impairment losses.

2.

BRREZ22E (&)

(a)

(b)

BERDHESB (FERMBREEA
E22W - TR ERX SR (&)

& B BEIT R D HEAH ZHE —
BEE(HEHM - BB BHEZK
AERBETERNEEEREER G TEE
RETTHE L 2 55 8 HARR) M RERR - fiwi o5 A )
Mgt EmEERE  BERAKRET
HIM 2 2R -

BEEEFTERMPES - HEANE
AEBESEARMEBERA - MRERA
PR (OB E A B & AT AR BARK
KB ERR A o an SR A4 B #E 2K i
AEITHE - HENEAFFHIEEERSE
ARBEAA o

FAER-EERFAA=TAMNETA
KMEAZBRAMENR T4+
~BLA®RET  ER-TTREMA
—BARE -

AEECERETEM B RELEMNE2RE
S3RAMEZBEGY AR _-ZZ
“Ft+—AtBREET EBR-_TZTA
FMA—BAREZROEE AR
MR LEERER - Bt - WEHA
SEBE_TTRFAA=ZTAR-ZF
TOUFAA=ZTHEREAZERE LR
ZERMZHERERETAZE -

BERAZHEIHREF (ERUBEHS
ERIE175 - THHD)

RBEHRE  HEERZEELH R
F AR A E R R 5T & N AL R E S
B8R -
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2.

CHANGES IN ACCOUNTING POLICIES (Continued)

(b)

Leasehold land and buildings held for own use (HKAS 17,
“Leases") (Continued)

With the adoption of HKAS 17 as from 1 April 2005, the
interest in leasehold land and land use rights is classified as an
operating lease, because the title of the land is not expected to
pass to the Group by the end of the lease term, and is
reclassified from fixed assets to prepaid land lease payments,
while leasehold buildings continue to be classified as part of
fixed assets. Land lease payments for leasehold land and land
use rights paid under operating leases are amortized in the
income statement on the straight-line basis over the lease term
or where there is impairment, the impairment is expensed in

the income statement.

This change in accounting policy has no effect on the
consolidated income statement and retained profits. The
comparative amounts on the consolidated balance sheet as at
31 March 2005 have been restated to reflect the
reclassification of leasehold land and land use rights in both

non-current assets and current assets.

TURNOVER AND SEGMENT INFORMATION

The principal activities of the Group are the manufacture and trading

of printed circuit boards. There was no change in the nature of the

Group's principal activities during the current period.

Turnover represents the net invoiced value of goods sold, after

allowances for goods returns and trade discounts.

(a)

Business segment
The Group has only one business segment, which is the
manufacture and trading of printed circuit boards. Therefore, no

business segment analysis is presented.

2. BRERXZz®® (H#)

() BAZHEELIHREF (EBUBESE
ERFE1755 - THEY]D (&)
H-ZTTAFMNE—BRERAE B

HERFETRE - RAEE LR
EREEEIEAEERY  BA
8 HA 4 3 P A 4 T & A TE A0 HR O e
BAEE WHETEEEN)HEARE
HEwiEe MESEFREESEAR
BETEE - AHE LR L d AR
HzEATmEERBEERNNERE
Rz R A - ERRE - BRE
R U R AR -

BEEEABRNEHEEAWRR IR
BEMIE\ge® N_FTTAF=A=
T-AZGEEEERBRAZLERET
EREY  BEURREHEE T R T
EREEFRDBEIRPEERRDE
= o

St

[
W

3. EXBERIEESNR
AEEZIBEHRRERBEEER - A8
MR AEEZTEEBIEESE -

BREENMREERIMRBEE 2RI FE -

(a) %¥oE
AEBRNBRERHEERRIRZE
e AT EZINEBHIB 2D -
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3.

TURNOVER AND SEGMENT INFORMATION (Continued)

(b)  Geographical segments

In presenting information on the basis of geographical

segments, segment revenue is based on the geographical

location of the customers.

Segment revenue:

Sales to external customers
Mainland China
Estonia
Europe (excluding Estonia)
Hong Kong
Japan

Others

WA IR
HETHINEP

B K B

ENED

BOM (BRI
BB

B

Hfth

3.

BEBERIEEN (F)

(b) HESE
E2FiztRE D 2 ERE - WASE
TREF TR E A ELE -

(Unaudited)
(REEK)
6 months ended 30 September
BEAA=+tHLEZXMEA

2005 2004
—ZZBRF —TENEF
(restated)

(E51)

HK$°000 HK$'000
BEFT BT IT
120,360 28,299
37,476 32,620
38,019 11,623
22,529 21,023
18,312 15,135
14,811 13,001
251,507 121,701

8
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4.

PROFIT/(LOSS) BEFORE TAXATION

4. BRBANEFR (BE)

Profit/(loss) before taxation is arrived at after crediting and BEAE R (BE) 25t AR (F0B) -

(charging):

(Unaudited)
(REEX)
6 months ended 30 September
BENA=Z+THIEZAREA

2005 2004
—EERF T EF
(restated)
(E7))
HK$'000 HK$°000
BT T BT T
(a) Finance costs: (a) MERAK:
Interest on: FIER :
Bank loans and other loans wholly BARAFAZHEEE (618) (602)
repayable within five years ZIRITERREME R
Finance leases and MEBOLEESR (518) (44)
hire purchase contracts
(1,136) (646)
(b)  Other items: (b) EHAhpA :
Depreciation e (18,153) (16,436)
Amortization of land lease payments T & o (58) (58)
Staff costs B TR A (14,880) (11,605)
(including directors’ remuneration) (BREEH:)
Bank interest income HRITHLEWA 51 10
INCOME TAX 5. B
Hong Kong profits tax has not been provided for the current period as MR AHEAREEME AR & ERTORE M
all companies of the Group either had no assessable profits for the REMEEZERR ST EREFEAR 2
current period or had utilized tax losses brought forward from prior BATHEOE - UL A BB ERE RS IBERE -
years to offset the assessable profits arising during the current period. YN TE AR TH IR IR BRI A Ab FT FERR TS
Overseas profits tax has been provided for at the applicable local rate FAZH 2 BB EE -
on the estimated assessable profits of the individual company
concerned.
Deferred tax has been provided on temporary differences using the RERBEBHENGRMEZRURITHERT
current applicable rate. RitE o
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5. INCOME TAX (Continued) 5.
Current tax — Overseas NEAFRTE — 85N
Deferred tax EERIE

6. INTERIM DIVIDEND 6.

The Board has resolved not to declare any interim dividend for the

year ending 31 March 2006 to the shareholders (2005: Nil).

7. EARNINGS/(LOSS) PER SHARE 7.

(a)  Basic earnings/(loss) per share
The calculation of basic earnings/(loss) per share is based on
the profit after taxation attributable to equity holders of the
Company of HK$25,775,000 (2004: loss after taxation of
HK$7,679,000) and the weighted average number of
466,013,785 (2004: 466,013,785) ordinary shares in issue
during the period.

(b)  Diluted earnings/(loss) per share
The calculation of diluted earnings/(loss) per share is based on
the profit after taxation attributable to equity holders of the
Company of HK$25,775,000 (2004: loss after taxation of
HK$7,679,000) and the weighted average number of
467,888,459 (2004: 466,395,918) ordinary shares after
adjusting for the effects of all dilutive potential ordinary

shares.

HiE (&)
(Unaudited)
(RREZ)

6 months ended 30 September
BEAA=THLZAER

2005 2004
—2%nF —TTME
HK$'000 HK$'000
BETFR BEFT
3,014 -

480 -

3,494 -

RHIRE
BEEGRBETERBE_ZTRF=A=+—
BUEFEZEMPHEETER - (ZTFH
FoE)

SRER, (BB

(@ EXEREAN(FHH)
EARGRAR, (BE) iR AHEA
REIREREA A BIERBE R T B
25,775,0007T (ZZE TN F - R EEIE
75 #57,679,0007T) RAHA A B TS @
% B hn 4 T 35 £5466,013,785% (= Z Y
4+ 466,013,7850%) 5 & -

(b)y BHEHESRERN (FE)
BErgRAT, (BEB) THiB &R #H
RABREREE AEEREE RS
25,775,0007T (ZZE TN F - R EEIE
75 1£7,679,0007T) LA A BB BT EE
FENYLBREDAREREN L AR ME
F 15 21 467,888,459% (= T T Y 4F ¢
466,395,918/%) T & °
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7.

EARNINGS/(LOSS) PER SHARE (Continued)

(c)  Reconciliation

Weighted average number of
ordinary shares used in calculating

basic earnings/(loss) per share
Deemed issue of ordinary shares for
no consideration arising from
share options
Weighted average number of

ordinary shares used in calculating

diluted earnings/(loss) per share

FIXED ASSETS

Purchase of plant and equipment

7. BREF(BR) (&)

() HER

R EEAGRARN, (BE)
B I AN ST 15 85

R B Bt MRS BN EHE R

(Unaudited)
(REEX)
6 months ended 30 September
BENAZ=+HLEZARMEAR

BT EAK

Rt EBERERAR,/ (BE)

2005 2004
—ZEERF —ETF
Number of Number of
shares shares

K& EE enE 4=
466,013,785 466,013,785
1,874,674 382,133
467,888,459 466,395,918

B I AIN AR ST 15 85

BEMENER

(Unaudited)
(REER)
6 months ended 30 September
BENAZ+HLEZARMEAR

2005 2004
Siixs —TTME
HK$°000 HK$°000
HETT EHF T
43,354 6,535
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10.

TRADE DEBTORS

The Group has a policy which allows an average credit period of 60

days to its customers. An aged analysis of the trade debtors as at the

period end, based on the payment due date and net of provisions, is

as follows:

Current to within 1 month
1 to 2 months
2 to 3 months

Over 3 months

TRADE CREDITORS

Efim— AR
BME—Z AN
B -E==EARN
BH=EA KL

An aged analysis of the trade creditors as at the period end, based on

the payment due date, is as follows:

Current to within 1 month
1 to 2 months
2 to 3 months

Over 3 months

BlHf k@ i — @ A i
BH—Z=—@AR
BEHR_Z=@EAR
BH=EAU L

9. EWESERX

AEEZ EEREBRE R TEP FH0R 2R
Hi - MAHIRIR - B BN 5R A S ER R B
ZEWE SRR ZIREDMT

(Unaudited) (Audited)
(REER) (BEE®R)
30 September 31 March
2005 2005
—ZBRF —ZETREF
hA=+AH =A=+—8
HK$'000 HK$000
BEFT B FIT
105,418 60,525
1,030 1,007

51 225

141 1,239
106,640 62,996

10. ENEZEX

RAHMER - REBMAFBEAEZRNE SR

RZEERDTAT
(Unaudited) (Audited)
(REER) (BEER)
30 September 31 March
2005 2005
g 52 —TTRF
hA=+H =A=+—8”
HK$'000 HK$'000
BEFT BT T
71,039 45,131
6,214 4,655
3,187 1,679
774 220
81,214 51,685
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11.

12.

CAPITAL COMMITMENTS

The Group had the following capital commitments as at the period

1. BARAZHEE

REIR - AEEE THERZ HALE :

end:
(Unaudited) (Audited)
(RBER) (BER)
30 September 31 March
2005 2005
—EEEF —ETRF
hB=+H =A=+—8H
HK$'000 HK$°000
B F T BT T
Capital commitments, BT 34,499 6,064
Contracted but not provided for, BEEIERNERARK
in respect of machinery and equipment AR MBS R’

34,499 6,064

SHARE OPTION SCHEME 12. KROHEE
The Company operates a share option scheme for the purpose of RATFZ — IR BT E] - USRS A
encouraging the eligible participants to perform their best in B2EERHME  EXNAQFANEE - LR
achieving the goals of the Company and at the same time allows the NESER2EEZIREZENRERBRL
eligible participants to enjoy the results of the Company attained NAIERZKR - BERSEERFEARA L

through their effort and contribution. Eligible participants of the share
option scheme include any full-time employees, directors or
professional advisers of the Company or any of its subsidiaries or
associated companies. The share option scheme became effective on
28 August 2003 and, unless otherwise cancelled or amended, will

remain in force for 10 years from that date.

The share options previously granted by the Company were vested at

the date of grant and will be settled by shares.

HEMHMBERBEQANEN2BIES -
Pefn BT BN — T T =F\ A

HEXREAM -

B=x

ZHNBER  URRIESWABKEERT B

HZAEFTFRA—BEER -

EN/NSS!

BE - UEEURNEE -

EERTHOBRMPENETRHCE
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12.

13.

SHARE OPTION SCHEME (Continued) 12.

As at 30 September 2005, 15,300,000 share options which were
granted on 15 June 2004 remained unexercised. These share options
are exercisable during the period from 15 June 2004 to 14 June 2009
at an exercise price of HK$0.20 per share. If these outstanding share
options are fully exercised, they shall represent approximately 3.3% of
the existing issued share capital of the Company. Movements of share

options during the 6 months ended 30 September 2005 are as follows:

At 1 April 2005 H-TEREmA—H
Granted during the current period EABRE AR T

Exercised during the current period EARBEARNTTE

Lapsed during the current period EARERERKN

At 30 September 2005 RZZEZRFALA=TA
COMPARATIVE FIGURES 13.

Certain comparative figures have been restated as a result of the

changes in accounting policies as set out in note 2.

B0 AR &8 ()
RZZEZTRFNAA=+TH  &515,300,0001
Bt BARE M AR IRATIE - R ERMEIER - F
MENATEERARART AR -_ZFZNO
FRATRRABRE-ZZAFA+TTHIH
MR- REBREK0.27TT 2 1THE TIAITE
EFRAMARITEROB D BEE2BITE -
BIEARRRE D ETRALZI%  HE-F
ERFAAZTRERNEARZED BEES
mr

Number of share options

R HAEHE

16,250,000

950,000

15,300,000

LBHF
R BB FRAAMI2MEA SRR E
BEERES -

14

DAISHO MICROLINE HOLDINGS LIMITED XEWEEBEER A A



MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

Thanks to the substantial orders for High Density Inter-connect
("HDI") printed circuit boards (“PCB") and the gradual improvement
in the operating environment commencing from December 2004
onwards, the Group's previous investment in advanced machinery for
the manufacture of HDI PCB has begun to bear fruit. The contribution
of HDI PCB to the Group’s turnover and profits during the current

period was particularly significant.

The Group's turnover during the current period was about 107%
higher than the last corresponding period. The percentage of the
sales value of HDI PCB on the Group's turnover for the current period
and the last corresponding period was about 68% and 22%
respectively. The Group’s turnover during the current period was a
great leap forward resulting mainly from the fact that the Group has
finally become an approved vendor for the provision of HDI PCB to
its telecommunication customers from December 2004 onwards after
passing through these customers’ lengthy and stringent approval

process.

The Group's gross profit percentage has improved significantly from
9.6% for the last corresponding period to 36.2% for the current
period. The poor returns for the last corresponding period was
primarily attributable to the sharp increase in the purchase prices of
certain major raw material items such as copper foil and laminate
etc., and the strategic postponement of selling price increase. On the
contrary, the considerable returns for the current period was mainly
due to the volume discount on bulk purchase of raw material arising
from the big jump in sales orders and the fact that the Group could
ask for a higher selling price for HDI PCB because there were not
enough PCB manufacturers who are capable of manufacturing high
quality HDI PCB for mobile phones with large volume under the

requirement of short delivery time.
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The percentage of the selling and distribution costs on the Group's
turnover for the current period and the last corresponding period
was 17.8% and 6.5% respectively. Because the magnitude of the
profits from the Group’s sales orders has a direct bearing on the
level of the Group’s selling and distribution costs, the higher selling
and distribution costs for the current period was reasonable. In fact,
the selling and distribution costs have been fully reflected in the
Group's selling price quotations and they have been borne by the

customers indirectly.

FINANCIAL REVIEW

The Group’s gearing ratio (i.e. the ratio of the Group’s aggregate
outstanding balances of the finance leases and hire purchase
contract payables, other loans and bank borrowings to shareholders’
fund) at 30 September 2005 and 31 March 2005 was 0.35 times and
0.42 times respectively while the Group's current ratio at 30
September 2005 and 31 March 2005 was 1.14 times and 1.04 times
respectively. Because the Group can generate substantial net cash
inflow from its PCB operating activities, these financial ratios will

improve further during the second half of the current financial year.

As at 30 September 2005, the Group's aggregate outstanding
balances of the finance leases and hire purchase contract payables,
other loans and bank borrowings amounting to HK$53,416,000 (31
March 2005: HK$52,238,000) out of which HK$24,790,000 (31
March 2005: HK$36,604,000) were repayable within the next 12
months. These borrowings were all denominated in either Hong Kong
dollars (“HKS$") or United States dollars (“US$"), originally
repayable monthly over 3 years (except for the bank borrowings
totaling HK$2,226,000 (31 March 2005: HK$24,414,000) which were
originally repayable within 3 months) and subjected to floating
interest rates for about 70% (31 March 2005: 86%) of them. The
Group has not adopted any interest rate hedging tool for these
borrowings. Certain machinery and equipment of the Group with a
net book value at 30 September 2005 of HK$48,389,000 (31 March
2005: HK$28,484,000) were pledged to secured these borrowings.
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As at 30 September 2005, the Group’s current assets and total
liabilities were mostly denominated in either HK$ or US$. Because
the exchange rate for US$ against HK$ is relatively stable in Hong
Kong for the moment, the Group does not expect any significant
exchange difference relating to its assets or liabilities denominated
in USS. Besides, the Group's subsidiary in Mainland China has net
assets value as at 30 September 2005 and will be able to finance its
operating expenses out of its trading receipts. Although the
exchange rate for Renminbi (“RMB"”) against HK$ is likely to
appreciate in the near future, it is generally expected that the extent
of such likely appreciation will not be significant. Hence, the Group’s
net exposure to fluctuation in exchange rates for US$ and RMB is
insignificant and therefore the Group has not adopted any foreign

currency hedging tool.

EMPLOYEE BENEFITS
As at 30 September 2005, the Group had 1,390 (31 March 2005:

1,169) employees, including directors, working mainly in Mainland
China. For the period ended 30 September 2005, the Group's total
staff costs including directors’ remuneration were HK$14,880,000
(2004: HK$11,605,000).

According to the Group's staff remuneration policy, the remuneration
of an employee is determined by the Board from time to time with
reference to his performance and duties, the performance and

profitability of his employer and the prevailing market conditions.

OUTLOOK

The Group's turnover and earnings have shown an upward trend
since April 2005. The Group's operating results for the second
quarter of the current period was much better than that for the first
quarter of the current period. Because the Group’s PCB plants have
been operating at full capacity and confronting production bottle-
neck problem during the third quarter of the current financial year,
the Group has planned to acquire more machinery and equipment so
as to keep pace with the rosy sales forecast from the customers.
When these additional machinery and equipment are fully installed
during the fourth quarter of the current financial year, the Group's

turnover will record another breakthrough.
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Although the current financial year looks promising, the Board is
wary of the challenging factors that could adversely affect the

Group.

First of all, the Group could exert no influence to any mismatch in
the worldwide demand and supply of non-ferrous metals used in the
manufacture of major raw material items. It is noteworthy that the
purchase prices of gold and copper etc. have reached their
unprecedentedly high level during the year 2005 due to their huge
demand in excess of their supply. If there is any such mismatch
which will drive up the purchase prices of major raw material items
steeply and the Group cannot shift the burden wholly to the
customers, the Group will suffer because the cost of raw material is

still a significant component of the Group’s cost of sales.

Besides, the Group is currently quite heavily relying on its
telecommunication products customers from whom about 70% of
the Group's turnover is generated. Although the business of these
customers is still quite robust for the moment, there is no guarantee
that the same will apply in next year. In light of this, the Board
intends to broaden the customer base of the Group in next year so
as to alleviate the impact which may result from relying too much on

particular type of customer.

The PCB manufacturing technology is ever changing and the PCB
manufacturers must continuously invest in modern machinery and
equipment in order to meet the customers’ ever changing
requirements. For the current financial year up to 22 December 2005,
the Group has placed orders to acquire modern machinery and
equipment costing over HK$100 million. If the machinery and
equipment bought by the Group become obsolete due to the
customers’ new requirements, the Group will be required to dispose

of them or write them off.

The petroleum price has remained at a fairly high level during the
year 2005. The interest rates for US$ and HK$ are expected to rise
further during the first quarter of the year 2006. The exchange rate
for RMB is likely to appreciate in the near future. Although these
economic events may not increase the operating costs of the Group
to a great extent, they may hinder the growth of the world economy
and the business of the Group may be adversely affected

accordingly.
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In spite of the above concern, the Board is optimistic about the
results of the Group for the current financial year barring any

unforeseen circumstance.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has complied with the
applicable code provisions of the Code on Corporate Governance
Practices as set out in Appendix 14 of the Listing Rules throughout
the 6 months ended 30 September 2005, except for the following

deviations:

Code Provision A.2.1 stipulates that the roles of chairman and
chief executive officer ("CEO") should be separate and should not be
performed by the same individual. The Company does not have a
separate Chairman and CEO and Mr. Chan Sik Ming, Harry currently
holds both positions. The Board believes that vesting the roles of
both Chairman and CEO in the same person ensures consistent
leadership within the Group and enables more effective and efficient
planning of long-term strategies and implementation of business
plans. The Board believes that the balance of power and authority
will not be impaired and is adequately ensured by an effective Board
which comprises experienced and high calibre individuals with a
sufficient number thereof being independent non-executive
directors (“INED(s)").

Code Provision A.4.1 stipulates that non-executive directors should
be appointed for a specific term, subject to re-election. The INEDs of
the Company do not have a specific term of appointment, but
subject to retirement by rotation and re-election in accordance with

the relevant provisions of the Company’s Bye-laws.

Code Provision B.1.1 stipulates that the Company should establish
a Remuneration Committee with specific written terms of reference
which deal clearly with its authority and duties. The Company has
not established a Remuneration Committee during the current period
as the directors’ and senior management'’s remuneration was not

due for review during the current period.
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On 22 December 2005, the Board has approved to set up a
Remuneration Committee comprising the existing three INEDs and
two executive directors, and also the specific written terms of
reference of the Remuneration Committee in accordance with Rule

B.1.3 in Appendix 14 of the Listing Rules.

DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

At 30 September 2005, the interests and short positions of the
directors in the shares and underlying shares of the Company or its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SF0")), as recorded in the
register required to be kept by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
the “Model Code for Securities Transactions by Directors of Listed

Issuers”, were as follows:

Long position in ordinary shares of the Company

RALDAEBRDZHR
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BHMAERHMAERAR ([BRAT]) 2wk
BT

il

Percentage of the

Company'’s issued

Directly Beneficiary share capital
Name of director beneficially owned of a trust Total AR DTEE®IT
EEnA EREHEES FEZa &ast REZBZL
Chan Sik Ming, Harry 34,480,000 63,933,417* 98,413,417 21.12

BR#5 87

Chan Sik Ming, Harry and his family are the objects of a discretionary
trust, which has appointed Earnwell Limited as its trustee. At 30
September 2005, Earnwell Limited held 63,933,417 shares
representing approximately 13.72% of the issued share capital of the

Company.

* R E m— 2B EAERZEaA
M i 2 % Z T Earnwell Limited 5 B 57T A ° K
ZFEFTAFINA=+H - Earnwell Limited?F &
R 1763,933,41788 + AR N Al B FETRAZ
13.72% -
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Long position in underlying shares of the Company

RELAAHEBROZHR
Percentage of the Company's
existing issued share capital
if fully exercised
Name of director Number of share options # ERYTHEAREERATR
EEnA iR AR B # RERITRAZBHL
Chan Sik Ming, Harry 4,600,000 0.99
PR £ 85
Hiroto Sasaki 4,600,000 0.99
P ARBLA
Au-Yeung Wai Hung 4,600,000 0.99
X B3 12

# These share options were granted by the Company on 15 June 2004 # REROEEAARFR_ZEZWNF A ATH

and are exercisable during the period from 15 June 2004 to 14 June HEH AR _ZZMFEA+TEAREC

2009 at an exercise price of HK$0.20 per share. TZTHENATTOALEER  REREE
0.27CZATIEE FIAITEE ©

Save as disclosed above, none of the directors had registered an  Fx LB E I - EERA R A S HE AL HE
interest or short position in the shares and underlying shares of the A Z Bt N AE B A {7 S 5 7R Ao 800 78
Company or any of its associated corporations that was required to H R EEOIE2EREEF 2L MAz
be recorded under Section 352 of the SFO, or as otherwise notified to ~ H#ZHIAR » HARBE[ LT AR EFETE
the Company and the Stock Exchange pursuant to the “Model Code FREGNBEETE NG ARR A RERT 2 #

for Securities Transactions by Directors of Listed Issuers”. wmIORAE °
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTEREST IN SHARES AND
UNDERLYING SHARES

As 30 September 2005, the following interests of 5% or more of the
issued share capital of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section
336 of the SFO:

Long positions:

HAE:

Capacity and
Name nature of interest
mE BOREZHE

Lau Wing Hung Directly beneficially owned

ElEPN EnHEREA
Earnwell Limited Trustee
BTN

Daisho Denshi Co., Ltd. Directly beneficially owned

AEBFHRASH EnBEEEAA
Easy Gain Limited Trustee
EFEA

Save as disclosed above, no person, other than the directors of the
Company, whose interests are set out in the section “Directors’
interests and short positions in shares and underlying shares” above,
had registered an interest or short position in the shares and
underlying shares of the Company that was required to be recorded

pursuant to Section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the current period, there was no purchase, sale or redemption
by the Company or any of its subsidiaries of the Company’s listed

securities.
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NON-COMPLIANCE WITH RULE 3.10(1) OF THE
LISTING RULES

Resulting from the death of Mr. Taro Akashi, an INED of the
Company, on 28 September 2005, the Company had only two INEDs
since then. According to the requirement under Rule 3.10(1) of the
Listing Rules, every board of directors of a listed issuer must include
at least three INEDs. Hence, the Company has not complied with
Rule 3.10(1) of the Listing Rules since 28 September 2005.

On 22 December 2005, the Company has appointed Dr. Li Chi Kwong
as an INED to fill the casual vacancy. Hence, the Company has
complied with Rule 3.10(1) of the Listing Rules since 22 December
2005. The details of Dr. Li as required to be disclosed under Rule
13.51(2) of the Listing Rules are set out in the announcement dated
22 December 2005.

AUDIT COMMITTEE

The Audit Committee of the Company comprises the three INEDs of
the Company. It was established in compliance with the Listing Rules
for the purposes of reviewing and providing supervision over the

Group's financial reporting process and internal controls.

The Audit Committee of the Company has reviewed the unaudited
interim report of the Group for the 6 months period ended 30
September 2005 and agreed with all the accounting treatments

which have been adopted in the interim report.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS

The Company has not adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required
standard set out in the “Model Code for Securities Transactions by
Directors of Listed Issuers” (“"Model Code”) in Appendix 10 of the
Listing Rules. In other words, the Company has adopted the Model
Code. The Company, having made specific enquiry, confirms that all
directors of the Company have complied with the required standard
set out in the Model Code throughout the 6 months period ended 30
September 2005.
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RELOCATION OF THE COMPANY’S BRANCH
REGISTRAR

The Company's Branch Registrar, Tengis Limited, will be relocated to
"“26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong” with effect from 3 January 2006.

By Order of the Board

Chan Sik Ming, Harry

Chairman

Hong Kong, 22 December 2005

As at the date of this interim report, the Board comprises the

following members:

Executive directors: Independent non-executive directors:
CHAN Sik Ming, Harry Kohu KASHIWAGI

(Chairman & CEO) CHAN Yuk Tong
Motofumi TSUMURA LI Chi Kwong

Hiroto SASAKI
Hiroyuki KIKUCHI
AU-YEUNG Wai Hung
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