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DEFINITIONS

In this circular, the following expressions have the following meanings unless the context requires

otherwise:

OACHKO

OACIO

OACPHO

OACPEO

OACPE Working Capital Facilities
SecurityO

OAcquisitionsO

OAcquisition AgreementsO

OASPA GroupO

OAspocompO

OAspocomp GroupO

Aspocomp Hong Kong Limited, a limited liability company
incorporated in Hong Kong and a wholly-owned subsidiary of
Aspocomp

Aspocomp Electronics India Private Limited, a limited liability
company incorporated in India, which is a wholly-owned subsidiary
of Aspocomp before the Restructuring but a wholly-owned
subsidiary of the BVI Company after the Restructuring

Aspcomp Chin-Poon Holdings Limited, a limited liability
company incorporated in the BVI, which is a wholly-owned
subsidiary of ACHK before the Restructuring but a wholly-owned
subsidiary of the HK Company after the Restructuring, and which
will cease to be a wholly-owned subsidiary of the HK Company
after the Post HoldCo-Acquisition Restructuring

ACElectronics Co., Ltd. ¢ €=Ee+ e«b"® ! ), alimited
liability company incorporated as a wholly foreign owned
enterprise established in Suzhou, the PRC, which is a wholly-
owned subsidiary of Aspocomp before the HoldCo Acquisition
Closing but a member of HoldCo Group after the HoldCo
Acquisition Closing

the security given by ACPE to SCB or its affiliate(s) to secure the
facilities advanced to it by SCB for its working capital purpose

the HoldCo Acquisition, the Oulu Acquisition and the Equipment
Acquisition

the HoldCo Acquisition Agreement, the Oulu Acquisition
Agreement and the Equipment Acquisition Agreement, and if the
context requires, including the consequential transaction documents
mentioned therein

HoldCo, the BVI Company, ACI, the HK Company, ACPH and
ACPE

Aspocomp Group Oyj, a company incorporated in Finland and
listed on the Helsinki Stock Exchange

Aspocomp and its subsidiaries (other than HoldCo Group after
the HoldCo Acquisition Closing)
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OAspocomp OyO

OAspocomp Oulu®

OBVIO

OBVI CompanyO

OCharged SharesO

OCompanyO

ODirector(s)O

OEnlarged GroupO

OEquipment AcquisitionO

Aspocomp,@ycompany incorporated in Finland and a wholly-
owned subsidiary of Aspocomp

Aspocomp Oulu Oy, a company incorporated in Finland and a
wholly-owned subsidiary of Aspocomp before the Oulu Acquisition

the British Virgin Islands

Asiai¢h Enterprises Limited (proposed to be renamed MA (BVI)
Limited), a company incorporated in the BVI, which is a wholly-
owned subsidiary of HoldCo after the Restructuring

the shares in HoldCo owned by Aspocomp representing 3% of the
issued shares of HoldCo as at the HoldCo Acquisition Closing,
which have been charged by Aspocomp to the Company under the
Share Charge for the purpose of securing any claim to be made
by the Company under the HoldCo Acquisition Agreement

Meadyville Holdings Limited, a company incorporated in the
Cayman Islands, whose shares are listed on the Main Board of the
Stock Exchange

the director(s) of the Company

the Group and HoldCo Group

he acquisition by Meadville Enterprises from Aspocomp Oy of
certain equipment set out in the Equipment Acquisition Agreement

OEquipment Acquisition AgreementO the sald purchase agreement dated 8 November 2007 and

entered into between Aspocomp Oy and Meadville Enterprises in
relation to the Equipment Acquisition

OEquipment Acquisition ClosingO closing of the Equipment Acquisition pursuant to the Equipment

OEURO or OEUROO

OFund Flow DeedO

Acquisition Agreement

Euros, the lawful currency of the member states of the European
Union that adopted the single currency in accordance with the
Treaty establishing the European Community, as amended by the
Treaty on European Union, and as from time to time further
amended or supplemented

the deed dated 30 November 2007 and entered into among
Aspocomp, the Company, HoldCo and ACPE relating to the
completion, settlement of accounts and flow of funds in relation
to the HoldCo Acquisition Agreement
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OGroupO the Company and its subsidiaries

OHDI-PCBO high density interconnections printed circuit board

OHK$0 Hong Kong dollars, the lawful currency of Hong Kong

OHK CompanyO Bounce Up Limited (proposed to be renamed MA (Hong Kong)

Limited), a company incorporated in Hong Kong, which is a
wholly-owned subsidiary of HoldCo after the Restructuring

OHoldCoO or OASPAO spbcomp Asia Limited (proposed to be renamed Meadville
Aspocomp (BVI) Holdings Limited), a company incorporated in
the BVI, the entire issued share capital of which was owned by
Aspocomp before the HoldCo Acquisition Closing but is owned
as to 20% by Aspocomp and as to 80% by the Group immediately
after the HoldCo Acquisition Closing

OHoldCo Acquisition Closing® closing of the HoldCo Acquisition pursuant to the HoldCo
Acquisition Agreement

OHoldCo AcquisitionO the acquisition of the Sale Shares from Aspocomp by SPV pursuant
to the HoldCo Acquisition Agreement

OHoldCo Acquisition AgreementO the sale and purdmpreement dated 8 November 2007 entered
into among Aspocomp, the Company and HoldCo in relation to,
among other things, the HoldCo Acquisition

OHoldCo GroupO HoldCo, the BVI Company, ACI, the HK Company and ACPE

OHoldCo Shareholders AgreementQhe shareholders agreement in relation to HoldCo dated 30
November 2007 entered into among Aspocomp, SPV and HoldCo,
for the purposes of governing the relationship between Aspocomp
and SPV as shareholders of HoldCo and regulating, as between
them, the affairs of HoldCo

OHong KongO thedong Kong Special Administrative Region of the PeopleOs
Republic of China

OINRO Indian Rupees, the lawful currency of India

OIP RightsO the patents, patent applications, unregistered technologies and
trademarks as listed in the schedule to the IP Rights Transfer
Agreement
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OIP Rights Licence AgreementO

OIP Rights Transfer AgreementO

0JPYO

OLatest Practicable DateO

OListing RulesO

OMeadville EnterprisesO

OoPCO

OOption Deed®

OOulu AcquisitionO

OOulu Acquisition AgreementO

OOulu Acquisition ClosingO

the agreement dated 30 November 2007 entered into between
Meadville Enterprises and HoldCo, whereby Meadyville Enterprises
has granted a licence to HoldCo (including a sub-licence to
HoldCoOs subsidiaries) for the use of the patents, patent
applications, unregistered technologies and trademarks obtained
by Meadville Enterprises under the IP Rights Transfer Agreement

the agreement dated 30 November 2007 entered into among
Aspocomp, Aspocomp Oy and Meadville Enterprises, whereby
Aspocomp, Aspocomp Oy has transferred to Meadville Enterprises
the IP Rights

Japanese Yen, the lawful currency of Japan

Jahuary 2008, being the latest practicable date prior to the
printing of this circular for ascertaining certain information for
inclusion in this circular

the Rul&overning the Listing of Securities on the Stock
Exchange

Meadyville Enterprises (HK) Limited, a wholly-owned subsidiary
of the Company

Orient&rinted Circuits Limited, a wholly-owned subsidiary of
the Company

the deed dated as of 30 November 2007 entered into among
Aspocomp, SPV and the Company, whereby SPV has granted a
put option to Aspocomp and Aspocomp has granted to SPV a call
option, upon and subject to the terms and conditions thereof

the acquisition of 10% of the issued shares in Aspocomp Oulu
from Aspocomp by SPV pursuant to the Oulu Acquisition
Agreement

the sahal purchase agreement dated 8 November 2007 and
entered into between Aspocomp and the Company in relation to
the Oulu Acquisition

closing of the Oulu Acquisition pursuant to the Oulu Acquisition
Agreement
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OOulu Shareholders AgreementO

OPCBO

OPost HoldCo-Acquisition
Restructuring®

OPRCO

ORestructuring®

ORMBO

OSale Commission AgreementO

OSalo Equipment AgreementO

OSale SharesO

0scBO

OSCB Loan Facility®

OSCB Loan Facility AgreementO

the shareholders agreement relating to Aspocomp Oulu dated 30
November 2007 entered into among Aspocomp Oy, SPV and

Aspocomp Oulu, for the purposes of governing the relationship

between Aspocomp and SPV as shareholders of Aspocomp Oulu
and regulating, as between them, the affairs of Aspocomp Oulu

printed circuit board(s)

the comade restructuring of HoldCo and its subsidiaries after
the HoldCo Acquisition Closing as described in the paragraph
headed OHoldCo Acquisition Post HoldCo-Acquisition
Restructurin@ of this circular

the PeopleOs Republic of China which, for the purpose of this
circular, excludes Hong Kong, Taiwan and the Macau Special
Administrative Region of the PeopleOs Republic of China

(i) the corporate restructuring to the effect that ACIl, ACPE, ACPH,

the HK Company and the BVI Company have become wholly-

owned subsidiaries of HoldCo; and (ii) the transfer of title relating

to certain second hand industrial equipment, as particularized in
the Salo Equipment Agreement, from Aspocomp Oy to HoldCo

before or immediately before the HoldCo Acquisition Closing

Renminbi, the lawful currency of the PRC

the sales commission agreement dated 30 November 2007 entered
into among Aspocomp, OPC and HoldCo in relation to the payment
of sales commission among the parties thereto

the agreement dated 30 November 2007 entered into between
Aspocomp Oy and HoldCo in relation to the transfer by Aspocomp
Oy to HoldCo of certain equipment (particulars of which are set
out therein) for the use by HoldCo Group

40,000 shares in the share capital of HoldCo, representing 80% of
its entire issued share capital as at the HoldCo Acquisition Closing

Standard Chartered Bank (Hong Kong) Limited

the secured loan of EUR40 million made by SCB to ACHK under
the terms of the SCB Loan Facility Agreement

the term loan facility agreement dated 20 March 2007 entered

into among ACHK as borrower, Aspocomp as guarantor, SCB as
original lender and Standard Chartered Bank as hedging bank and
SCB as agent and trustee in relation to a EUR40 million term

loan facility
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OSCB SecurityO

OSCB Working Capital Repayment
AmountO

OSFOO

OShare ChargeO

OSharesO

OShareholdersO
OStock ExchangeO
OsubsidiariesO

OSPVO

OSupplemental DeedO

OuUs$0O

all the security granted by Aspocomp, ACHK, ACPH and ACPE
respectively in favour of SCB to secure the SCB Loan Facility

the amount equal to ttstamaling working capital debt facilities
made available by SCB or its affiliate(s) to ACPE after the date
of this Agreement

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

the charge over the Charged Shares dated as of 30 November
2007 executed by Aspocomp in favour of the Company for the
purpose of securing any claims that may be made by the Company
under the HoldCo Acquisition Agreement

the shares of nominal value of HK$0.01 each in the share capital
of the Company

the holders of the Shares

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules
MTG (PCB) No.2 (BVI) Limited, a special purpose company
incorporated in the BVI and an indirect wholly-owned subsidiary
of the Company

tupplemental deed dated as of 30 November 2007 entered into
among Aspocomp, the Company, HoldCo and ACPE for the
purpose of supplementing and amending certain provisions of the

HoldCo Acquisition Agreement and the Fund Flow Deed

United States dollars, the lawful currency of the United States of
America

For illustration purpose, in this circular amounts in EUR translated into HK$ is calculated at the
exchange rate of EUR1.00 to HK$11.404. Such translation does not constitute a representation that any
amount has been, could have been or may be exchanged at such rate.

For illustration purpose, in this circular amounts in US$ translated into HK$ is calculated at the
exchange rate of US$1.00 to HK$7.7884. Such translation does not constitute a representation that any
amount has been, could have been or may be exchanged at such rate.

For illustration purpose, in this circular amounts in RMB translated into HK$ is calculated at the
exchange rate of RMB1.00 to HK$1.0525. Such translation does not constitute a representation that any
amount has been, could have been or may be exchanged at such rate.
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To the Shareholders

Dear Sir or Madam,
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(Stock Code: 3313)
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P.O. Box 1350 GT
Clifton House
75 Fort Street
George Town

Grand Cayman
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Head office and principal
place of business:

No. 4 Dai Shun Street

Tai Po Industrial Estate

Tai Po, New Territories

Hong Kong

14 January 2008

MAJOR TRANSACTION

INTRODUCTION

ACQUISITIONS

On 16 November 2007, the Board announced that on 8 November 2007, the Company and its

subsidiaries entered into the following contracts:

(1) the HoldCo Acquisition Agreement between the Company and Aspocomp, an independent
third party, pursuant to which the Company conditionally agreed to procure SPV to purchase
from Aspocomp the Sale Shares (representing 80% of the issued share capital of HoldCo as

at the HoldCo Acquisition Closing);
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(2) the Oulu Acquisition Agreement between the Company and Aspocomp Oy, pursuant to
which the Company conditionally agreed to procure SPV to purchase from Aspocomp Oy
10% equity interest in Aspocomp Oulu; and

(3) the Equipment Acquisition Agreement between Meadyville Enterprises, a wholly-owned
subsidiary of the Company, and Aspocomp Oy, pursuant to which Meadville Enterprises
conditionally agreed to purchase certain production equipment from Aspocomp Oy.

The Acquisitions contemplated by the above three agreements were completed as on 30 November
2007.

The terms of the Acquisitions were negotiated on an armOs length basis. The Acquisitions, together
with (i) the put option granted by SPV to Aspocomp and the call option granted by Aspocomp to SPV
under the Option Deed and (ii) the transfer of the IP Rights from the Aspocomp Group to the Group
under the IP Rights Transfer Agreement, have constituted a major transaction for the Company under
Chapter 14 of the Listing Rules and is subject to the approval of the Shareholders. Since none of the
Shareholders are interested in the Acquisitions, no Shareholder is required to abstain from voting if a
general meeting of the Company is convened to approve the Acquisitions. According to Rule 14.44 of the
Listing Rules, written approval from the majority Shareholder(s) is accepted in lieu of a majority vote at
a general meeting of the Company to approve the Acquisitions. The Company has obtained from Su Sih
(BVI) Limited, which holds, directly and indirectly, approximately 58.42% of the issued share capital of
the Company, written approval dated 15 November 2007 of the Acquisitions and the related transactions
contemplated thereby. Accordingly, there is no need to convene a ShareholdersO meeting to approve the
Acquisitions and the related transactions contemplated thereby.

The purpose of this circular is to give Shareholders further information regarding the Acquisitions
and the related transactions contemplated thereby.

HOLDCO ACQUISITION
Contract: the HoldCo Acquisition Agreement
Date: 8 November 2007

Parties: 1. the Company (as purchaser through SPV); and
2. Aspocomp (as seller)

The HoldCo Acquisition Agreement was subsequently supplemented and amended by the Fund
Flow Deed and the Supplemental Deed, which have, among other things, clarified and reflected the
intention of the Company and Aspocomp in relation to the consideration for the sale and purchase of the
Sale Shares.

To the best of the CompanyOs knowledge, information and belief and having made all reasonable
enquiries, other than its wholly-owned subsidiary incorporated in Singapore holding 20% of the issued
share capital of HoldCo immediately following and pursuant to the HoldCo Acquisition Closing, Aspocomp
and its controlling shareholder are independent third parties not connected with the directors, chief
executive or substantial shareholders of the Company or any of its subsidiaries or any of their respective

associates.
8
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Assets acquired:

The Sale Shares, representing 80% of the issued share capital of HoldCo as at the HoldCo
Acquisition Closing.

Particulars of HoldCo is set out in the paragraph headed Olnformation on the Assets Acquired
under the AcquisitionsO below.

Consideration:

The HoldCo Acquisition Agreement provided that the consideration for the sale and purchase of
the Sale Shares was approximately EUR61.53 million (equivalent to approximately HK$702 million)
with adjustment by adding the aggregate cash balance but minus the aggregate net indebtedness (excluding
any shareholders loan) of ACPE (a subsidiary of HoldCo after the Restructuring) as extracted from the
audited or unaudited balance sheet of ACPE as at 16 November 2007 available on the HoldCo Acquisition
Closing. However, such provision in the HoldCo Acquisition Agreement did not express very clearly the
subtle intention of the Company and Aspocomp relating to the consideration for the Sale Shares based on
the enterprise value of ACPE. Accordingly, the Company, Aspocomp, HoldCo and ACPE entered into the
Fund Flow Deed and the Supplemental Deed for the purposes of making clear such intention expressly
and facilitating and making arrangement for the completion of the HoldCo Acquisition Closing. Please
refer to the paragraph headed OFund Flow Deed and Supplemental DeedO below for the details of these
two deeds.

The consideration was arrived at after armOs length negotiations between the Company and
Aspocomp and having regard to the value of each of the following assets to be owned 100% by HoldCo
on the HoldCo Acquisition Closing:

(i) the enterprise value of ACPE, being approximately EUR57.66 million (equivalent to
approximately HK$658 million), which is calculated based on an enterprise value multiplier
5.65 times of the average of the earnings before interest, taxation, depreciation and
amortization (OEBITDAO) for the financial year ended 31 December 2006 as per ACPEQs
unaudited management accounts and the annualized EBITDA for the financial year ending
31 December 2007 as per ACPEOs unaudited management accounts for the eight months
ended 31 August 2007 and subject to the netting off of net cash and/or any indebtedness as
mentioned in the above paragraph setting out the consideration;
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(i)

(iii)

The above enterprise value multiplier (i.e. 5.65 times) was determined after armOs length
negotiations between the Company and Aspocomp with reference to the GroupOs enterprise
value multiplier of approximately 5.6 times based on the interim results for 2007 of the
Group. The Directors consider that the enterprise value multiplier pricing model (with zero
cash and indebtedness amounts) is an appropriate valuation basis (rather than other financial
ratios, such as net asset value, price-to-book ratio and price-earning ratio) for the following
reasons: (i) there is no close correlation between asset value and profit generating capability
of PCB manufacturing operation; (ii) there is a wide range of profit margin in PCB
manufacturing operations based on different technology such that price-to-book ratio is not
applicable to PCB industry; and (iii) the calculation formula based on the enterprise value
multiplier does not take into account of cash and indebtedness amounts, which amounts are
fluctuating in nature and difficult to predict. The GroupQOs enterprise value multiplier based
on the 2007 results was used as a reference because it was difficult for the parties to agree
on the market comparables due to the wide range of the enterprise value multipliers of
different PCB-manufacturing businesses based on different technologies and operating in
different parts of the world. The Directors consider that the basis of determination of the
enterprise value multiplier is fair and reasonable;

the actualexpenditure of approximately EUR4.8 million (equivalent to approximately HK$55
million) spent on ACI since its incorporation in 2006; and

the valuation of the equipment to be transferred by Aspocomp Oy to HoldCo pursuant to the
Salo Equipment Agreement, where such equipment is valued at the net book value of
EUR14.46 million (equivalent to approximately HK$165 million) as at 31 October 2007.

The Directors consider that the basis of determination of the consideration for the HoldCo
Acquisition is fair and reasonable.

The consideration for the HoldCo Acquisition, together with the consideration for the Oulu
Acquisition and the consideration for the Equipment Acquisition disclosed below, was financed by internal
resources of the Group and external bank borrowings. Total consideration for the Acquisitions was
approximately HK$741 million, of which approximately HK$456 million was financed by bank borrowings
whereas the remaining balance of approximately HK$285 million was financed by internal resources of

the Group.

Conditions precedent:

The HoldCo Acquisition Closing is conditional upon the satisfaction (or waiver by the Company
as the case may be) of the following conditions:

1)

(2)

completion of the Restructuring, to the CompanyOs satisfaction, immediately on the HoldCo
Acquisition Closing;

the passing at the extraordinary general meeting of Aspocomp of a resolution to approve the
transactions contemplated by the HoldCo Acquisition Agreement;

10
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(3)

(4)

(5)

(6)

(7)

(8)

Aspocomp and HoldCo having delivered to the Company all necessary consents, waivers
and approvals of (i) any governmental or regulatory bodies; and (ii) any banks, creditors

(other than SCB) from which Aspocomp and/or its subsidiaries are obliged to seek consents,
waivers and approvals, to consummate the transactions contemplated by the relevant
transaction documents;

the issue of a letter, to the reasonable satisfaction of the Company, by SCB (and/or its
affiliate(s)) (i) giving consent to the Restructuring and the other transactions contemplated
by the HoldCo Acquisition Agreement; and (ii) undertaking that it will release the SCB
Securities and the ACPE Working Capital Facilities Security upon receipt of repayment of
the loan of EUR40 million under the SCB Loan Facility and the SCB Working Capital
Repayment Amount;

the receipt by the Company to its reasonable satisfaction of a legal opinion letter confirming
that (i) the relevant transaction documents entered or to be entered into by Aspocomp and
its subsidiaries are legally binding and enforceable against them; (ii) the Restructuring has
been duly completed; and (iii) no approvals, consents and requirements other than the
consents, waivers and approvals referred to in condition (3) above are required for the
transactions contemplated by the relevant transaction documents;

the representations and warranties of Aspocomp under the HoldCo Acquisition Agreement
remaining true and not misleading in any material respect at the HoldCo Acquisition Closing;

that since the date of the HoldCo Acquisition Agreement, there shall have been no event
(which has not been waived or cured) giving rise to action and/or enforcement of security
by any commercial lender or creditor of Aspocomp and/or any member of HoldCo Group

and there shall not have occurred any events which materially and adversely affect, the
business, prospects, operations or position, financial or otherwise, of HoldCo Group; and

the approval by the Shareholders of the transactions contemplated by the relevant transaction
documents as and if required by the Listing Rules.

The above conditions were, with or without slight modification, fulfilled either by 28 November
2007 or immediately before the HoldCo Acquisition Closing pursuant to the HoldCo Acquisition

Agreement.

11
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Restructuring undertaken by Aspocomp:

Pursuant to the HoldCo Acquisition Agreement, Aspocomp conducted and completed the
Restructuring so that the HK Company, the BVI Company, ACPE and ACI have become subsidiaries of
HoldCo before or immediately before the HoldCo Acquisition Closing. The corporate structure of HoldCo
immediately after the Restructuring is as follows:

Aspocomp
(Finland)
100%
HoldCo
(BVI)
[ 100% | 100%
BVI Company HK Company
(BVI) (HK)
100%
ACPH
(BVI)
100% 100%
ACI ACPE
(India) (PRC)

In addition, Aspocomp has procured the transfer of title relating to certain second hand industrial
equipment, as particularized in the Salo Equipment Agreement, from Aspocomp Oy to HoldCo immediately
before the HoldCo Acquisition Closing. The equipment is for the production of HDI-PCB by HoldCo
Group after the HoldCo Acquisition Closing.

Fund Flow Deed and Supplemental Deed
Reasons for entering into the two deeds:

As disclosed in the paragraph headed OConsiderationO above, the HoldCo Acquisition Agreement
provided that the consideration for the sale and purchase of the Sale Shares was approximately EUR61.53
million (equivalent to approximately HK$702 million) with adjustment by adding the aggregate cash
balance but minus the aggregate net indebtedness (excluding any shareholders loans) of ACPE (a subsidiary
of HoldCo after the Restructuring) as extracted from the audited or unaudited balance sheet of ACPE as
at 16 November 2007 available on the HoldCo Acquisition Closing. However, such provision in the
HoldCo Acquisition Agreement did not express very clearly the subtle intention of the Company and
Aspocomp relating to the consideration for the Sale Shares based on the enterprise value of ACPE, that is
as at the HoldCo Acquisition Closing ACPEQOs cash and indebtedness as of 16 November 2007 should be
cleared by Aspocomp by way of withdrawing the cash and settling the indebtedness. Accordingly, the
Company, Aspocomp, HoldCo and ACPE entered into the Fund Flow Deed and the Supplemental Deed
for the purpose of making clear such intention and facilitating and making arrangement for the completion
of the HoldCo Acquisition Closing.

12
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Major terms of the two deeds:

Both the Fund Flow Deed and the Supplemental Deed were entered into among the Company,
Aspocomp, HoldCo and ACPE. The major terms and arrangements of these two deeds can be summarized

as follows:

(1)

(2)

The consideration for the sale and purchase of the Sale Shares is EUR61,534,112 (equivalent
to approximately HK$702 million) (the OSale Share ConsiderationO).

At the HoldCo Acquisition Closing:

(a)

(b)

Aspocomp should:

(i)

(i)

withdraw ACPEQOs aggregate cash of approximately EUR2.01 million (equivalent
to approximately HK$22.92 million shown in the unaudited balance sheet of
ACPE as at 16 November 2007 (OACPEQOs Cash0); and

settle ACPEOs total indebtedness shown in its unaudited balance sheet as at 16
November 2007 in the aggregate sum of EUR7.68 million (equivalent to
approximately HK$87.58 million) (OACPEOs IndebtednessO),

however, Aspocomp withdrew ACPEOs Cash and settled ACPEOs Indebtedness by
authorizing the Company to add to the Sale Share Consideration an amount equivalent

to ACPEQOs Cash and deduct from the Sale Share Consideration an amount equivalent
to ACPEOs Indebtedness for the purpose of receiving and paying on AspocompOs
behalf the ACPEOs Cash and ACPEOs Indebtedness; and

Aspocomp authorized the Company to deduct from the Sale Share Consideration the
following amounts for the purpose of paying on AspocompOs behalf:

(i

(i)

(iii)

to SCB the outstanding amount of EUR40 million (equivalent to approximately
HK$456.16 million) under the SCB Loan Facility, which was agreed to be
settled by Aspocomp under the HoldCo Acquisition Agreement;

to ACPE the adjusted current assets due by Aspocomp to ACPE in the total
sum of EUR6.04 million (equivalent to approximately HK$68.88 million) based

on ACPEOs unaudited balance sheet as at 16 November 2007 (OACPEOs Adjusted
Current AssetsO) (which (aa) included trade receivables and consignment
inventories due to ACPE from Aspocomp Group and (bb) was subject to the
deduction and transfer mentioned in paragraph (3) below); and

to Aspocomp's professional adviser in Hong Kong the professional fee of

EUR1.32 million (equivalent to approximately HK$15.05 million) in relation
to the Acquisitions.

13
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Pursuant to and after settlement of the above arrangement of fund flows, the Company
paid to Aspocomp a sum of approximately EUR8.50 million (equivalent to
approximately HK$96.93 million), being the net proceeds of the Sale Share
Consideration.

(3) For the purpose of future development of the HoldCo Group, it was agreed among the
Company, Aspocomp, HoldCo and ACPE that, out of ACPEOs Adjusted Current Assets, a
sum of approximately EUR4.03 million (equivalent to approximately HK$46 million)
(OHoldCoOs Initial Working CapitalO) was deducted and transferred by the Company on
AspocompOs behalf to HoldCo as initial working capital. HoldCoOs Initial Working Capital
was derived from ACPEOs Adjusted Current Assets after setting off of ACPEOs Cash.

(4) As at the HoldCo Acquisition Closing, Aspocomp owed to ACPE a sum of approximately
RMB160.18 million (equivalent to approximately HK$168.59 million) (OAspocomp's
Outstanding AmountO). AspocompOs Outstanding Amount included, among others, the ACPEQs
Adjusted Current Assets. However, Aspocomp was not required to pay to ACPE the
AspocompOs Outstanding Amount (except for the ACPEOs Adjusted Current Assets) because
according to the enterprise value principle Aspocomp was entitled to take back from ACPE
a cash amount equivalent to the balance of AspocompOs Outstanding Amount after setting
off ACPEOs Adjusted Current Assets amount. To clear and settle AspocompOs Outstanding
Amount due to ACPE at the HoldCo Acquisition Closing, the obligation to pay AspocompQOs
Outstanding Amount was assumed by HoldCo and hence Aspocomp owed to HoldCo a sum
equivalent to AspocompOs Outstanding Amount. After the set-off of the amount equivalent
to HoldCoOs Initial Working Capital transferred to HoldCo by the Company on AspocompOs
behalf as mentioned in paragraph (3) above, Aspocomp owed to HoldCo a sum of
approximately RMB116.46 million (equivalent to approximately HK$122.57 million), which
was waived by HoldCo based on the enterprise value principle from the perspective of the
HoldCo Group as a whole.

HoldCo Acquisition Closing:
The HoldCo Acquisition Closing took place as on 30 November 2007. The fund flows and
arrangements provided in the Fund Flow Deed and the Supplemental Deed as disclosed above were made

and a sum of approximately EUR8.50 million (equivalent to approximately HK$96.93 million), being the
net proceeds of the Sale Share Consideration, was paid to Aspocomp accordingly.
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Immediately following the HoldCo Acquisition Closing, SPV and a wholly-owned subsidiary of
Aspocomp incorporated in Singapore hold 80% and 20% of the issued share capital of HoldCo respectively.
The corporate structure of HoldCo immediately following the HoldCo Acquisition Closing is as follows:

Aspocomp's The Company
wholly-owned
Sl_JbS|d|ary 100%
(Singapore)
SPV
(BVI)
20% 80%
HoldCo
(BVI)
100% 100%
BVI Company HK Company
(BVI) (HK)
100% 100%
ACI ACPH
(India) (BVI)
100%
ACPE
(PRC)

Consequential transaction documents

Immediately before the HoldCo Acquisition Closing, the Salo Equipment Agreement was entered
into between Aspocomp Oy as seller and HoldCo as purchaser for the sale and purchase of certain second
hand industrial equipment in relation to the production of PCB for a total consideration of approximately
EUR14.46 million (equivalent to approximately HK$165 million) which was satisfied by HoldCo by way
of issue of its own shares to Aspocomp Oy or its nominee. The completion of the Salo Equipment
Agreement took place immediately before the HoldCo Acquisition Closing.

Following the HoldCo Acquisition Closing, the following transaction documents, as part and
parcel of the HoldCo Acquisition, were entered into by the parties mentioned below:

(1) The HoldCo Shareholders Agreement between Aspocomp, SPV and HoldCo, the principal
terms of which are as follows:

(a) The principal business of HoldCo Group shall be the design and manufacture of HDI-
PCB as well as the provision of services that support customersO product design and
production start-up, and such other business as the shareholders may agree from time
to time.
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(b) The board of directors of HoldCo shall comprise 6 directors, of whom 4 directors
shall be appointed by SPV and 2 directors shall be appointed by Aspocomp (or one of
its wholly-owned subsidiary incorporated in Singapore). The board of directors of
HoldCo shall be responsible for the overall direction and the management of HoldCo
Group.

(c) The shareholders of HoldCo intend that HoldCo Group should be self-financing and
should obtain additional funds from banks or other financial institutions. The
shareholders are not obliged to contribute further funds for HoldCo GroupOs benefit
unless they agree on the amount and method of providing the finance. Should the
shareholders agree to contribute further financing to or participate in any guarantee
or similar undertaking for HoldCo, they shall make it in accordance with their
respective equity proportions.

(d) Save for intra-group transfers, any transfer of shares in HoldCo by either shareholder
shall be subject to the first right of refusal to purchase on the same terms by the
other.

(e) If SPV proposes to sell its shareholding in HoldCo to a third party, it shall ensure that
such third party offers to buy AspocompOs shareholding in HoldCo on the same
terms. If SPV transfers its shareholding in HoldCo to a third party, it may require
Aspocomp to transfer to that third party the shareholding in HoldCo held by Aspocomp
on the same terms as the sale by SPV.

(2) The Option Deed among AspocompOs wholly-owned subsidiary incorporated in Singapore,
SPV and the Company, pursuant to which SPV has granted to Aspocomp a put option, and
Aspocomp has granted to SPV a call option, on the following major terms:

(a) By virtue of the put option, Aspocomp is entitled to require SPV to purchase its
shareholding in HoldCo in the period from 2013 to 2023 at the price determined by
the following formula. The put option may be exercised by Aspocomp at any time
during the 30-day period following the day when HoldCo delivers to Aspocomp and
SPV the audited accounts of each member of HoldCo Group for the preceding financial
year.

The price shall be equal to the greater of the following:

(i)  0.20 x {(EVM x EBITDA) + C - D}; and

(i)  0.20 x NAV

provided that the price shall not be less than the minimum price of approximately
EUR15.38 million (equivalent to approximately HK$175 million) plus interest which

will accrue at the rate of 2.5% per annum during the period commencing on the date
of the Option Deed and ending on the exercise date, compounded annually;
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(3)

(b)

where EVM means the enterprise value multiplier of 5.5 times (which was determined
after armOs length negotiations between the Company and Aspocomp with reference
to the GroupOs enterprise value multiplier. The Directors consider that the basis of
determination of the EVM is fair and reasonable);

EBITDA means the earnings before interest, tax, depreciation and amortisation of
HoldCo as extracted from its audited consolidated profit and loss account for the
financial year ending immediately prior to the exercise date;

C means the amount of the aggregate cash of HoldCo Group as extracted from either
the audited consolidated balance sheet or the unaudited consolidated balance sheet of
HoldCo Group as at the close of the financial year immediately prior to the exercise
date, whichever shall have most recently been delivered to Aspocomp as at the exercise
date;

D means the amount of the aggregate net indebtedness of HoldCo Group (excluding
the amount of any shareholders loans) as extracted from either the audited consolidated
balance sheet or the unaudited consolidated balance sheet of HoldCo Group, whichever
shall have most recently been delivered to Aspocomp as at the exercise date; and

NAV means the consolidated fixed assets and current assets of HoldCo Group
(including cash and investments in and loans to associated companies) less consolidated
total liabilities of HoldCo Group (including, for the avoidance of doubt, both current
and deferred tax liabilities) as extracted from the audited balance sheet of HoldCo
Group as at the close of the financial year immediately prior to the exercise date.

By virtue of the call option, SPV is entitled to require Aspocomp to sell AspocompOs
shareholding in HoldCo to SPV in the period from 2013 to 2023 at the option price
determined by the formula in 2(a) above. The call option may be exercised by SPV at
any time during the 30-day period following the day when HoldCo delivers to
Aspocomp and SPV the audited accounts of each member of HoldCo Group for the
preceding financial year.

According to Rule 14.74 (1) of the Listing Rules, the put option should be treated as if it is
exercised on the date of grant of the put option. Pursuant to the above formula for determining
the price, the highest possible value attributed to the assets under the put option as exercised,
which alone does not constitute a major transaction for the Company, has been aggregated
with the consideration for the Acquisitions for determining that the Acquisitions (including
the put and call options) altogether have constituted a major transaction for the Company.

The IP Rights Transfer Agreement among Aspocomp, Aspocomp Oy and Meadville
Enterprises for the transfer by the former two parties to the latter party of certain patent
rights, unregistered technologies and trade marks for a nominal consideration of EUR1 to
Aspocomp and Aspocomp Oy respectively.
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(4) The IP Rights Licence Agreement between Meadville Enterprises and HoldCo whereby
Meadville Enterprises has granted to HoldCo a licence free of charge to use the patent rights
and unregistered technologies obtained under the IP Rights Transfer Agreement for a period
commencing on the date of the IP Rights Licence Agreement until termination by two daysO
written notice by either party as a result of (i) Aspocomp (or one of its wholly-owned
subsidiary incorporated in Singapore) ceases to hold at least 10% of the issued share capital
of HoldCo, or (ii) Meadville Enterprises ceases to hold at least 50% of the issued share
capital of HoldCo. Meadville Enterprises may also terminate the licence if the licensee is in
breach of any terms of the IP Rights Licence Agreement.

(5) The Sales Commission Agreement among Aspocomp, OPC and HoldCo, the principal terms
of which are:

(a) At any time during the period of 14 months after the date of the Sales Commission
Agreement (the Olnitial PeriodQ), if any sales representatives employed by Aspocomp
but seconded to the customer relation units of any member of HoldCo Group refers to
any member of the Group a purchase order received by a member of HoldCo Group
from a customer thereof, which HoldCo Group member has insufficient capacity to
fulfil that purchase order, OPC shall pay to HoldCo a commission equal to 5% of the
actual proceeds of sale received by any member of the Group with respect to that
purchase order.

(b) At any time after the Initial Period up to a period of 22 months commencing from the
end of the Initial Period, if any member of HoldCo Group refers to any member of
the Group a purchase order received by a member of HoldCo Group from a customer
thereof, which HoldCo Group member has insufficient capacity to fulfil that purchase
order, OPC shall pay to HoldCo a commission equal to 10% of the actual proceeds of
sale received by any member of the Group with respect to that purchase order.

(c) At anytime during the 3 year period commencing from the date of the Sale Commission
Agreement, if any member of HoldCo Group refers to any member of the Aspocomp
Group a purchase order received by a member of HoldCo Group from a customer
thereof, which HoldCo Group member has insufficient capacity to fulfil that purchase
order, Aspocomp shall pay to HoldCo a commission equals to 10% of the actual
proceeds of sale received by any member of the Aspocomp Group with respect to that
purchase order.

(d) At any time during the Initial Period, if any sales representatives employed by
Aspocomp but seconded to the customer relation units of any member of HoldCo
Group refers to any member of the Group a purchase order for the supply of HDI-
PCB in circumstances where that member of HoldCo Group has insufficient capacity
to fulfil that purchase order, OPC shall pay to Aspocomp a commission equal to 5%
of the actual proceeds of sale received by any member of the Group with respect to
that purchase order.
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(e) Atany time during the 3 year period commencing from the date of the Sale Commission
Agreement, if any member of the Aspocomp Group refers to any member of the
Group a purchase order received by a member of the Aspocomp Group from a customer
thereof for the supply of HDI-PCB, OPC shall pay to Aspocomp a commission equal
to 10% of the actual proceeds of sale received by any member of the Group with
respect to that purchase order.

() At any time during the 3 year period commencing from the date of the Sale Commission
Agreement, if any member of the Aspocomp Group refers to any member of HoldCo
Group a purchase order received by a member of the Aspocomp Group from a customer
thereof for the supply of HDI-PCB (but not limited to HDI-PCB), HoldCo shall pay
to Aspocomp a commission equal to 10% of the actual proceeds of sale received by
any member of HoldCo Group with respect to that purchase order.

(g) At any time after the date of the Sale Commission Agreement, if any member of the
Group refers to any member of HoldCo Group a purchase order received by a member
of the Group from a customer thereof for the supply of HDI-PCB, HoldCo shall pay
to OPC a commission equal to 10% of the actual proceeds of sale received by any
member of HoldCo Group with respect to that purchase order.

(h) At any time during the 3 year period commencing from the date of the Sale Commission
Agreement, if any member of the Group refers to any member of the Aspocomp
Group a purchase order received by a member of the Group from a customer thereof
for the supply of HDI-PCB, Aspocomp shall pay to OPC a commission equal to 10%
of the actual proceeds of sale received by any member of the Aspocomp Group with
respect to that purchase order.

The commission payable to each other between the Aspocomp Group and the Group (including
HoldCo Group) will constitute continuing connected transactions for the Company after the
HoldCo Acquisition Closing. Nevertheless, the Sales Commission Agreement is part and
parcel of the HoldCo Acquisition and has been approved in writing by Su Sih (BVI) Limited,
which holds, directly and indirectly, approximately 58.42% of the issued share capital of the
Company. In addition, the annual caps for the commission payable to each other between
the Aspocomp Group and the Group (including HoldCo Group) as set out below is less than
HK$10 million for each the 3 year period commencing from the date of the Sales Commission
Agreement and each of the applicable ratios is less than 2.5%. Accordingly, the continuing
connected transactions as contemplated by the Sales Commission Agreement is only subject
to the reporting and announcement requirements and is exempt from the independent
shareholdersO approval requirement. The Company will ensure that the particulars of the
payment of commission between the Aspocomp Group and the Group (including HoldCo
Group) for each financial year under the Sales Commission Agreement will be included in
the CompanyOs annual report for the relevant financial year.
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(6)

Since there are no historical figures for the payment of commission between the Aspocomp
Group and the Group (including HoldCo Group), the following annual caps for the
commission payable to each other between the Aspocomp Group and the Group (including
HoldCo Group) are based on the expectation that the annual total turnovers resulting from
the referrals of business between the Aspocomp Group and the Group (including HoldCo
Group) would be approximately 1-2% of the expected annual total turnovers of the Group
(including HoldCo Group) in the following forthcoming years:

For the financial year ending 31 December 2008 : approximately HK$7.90 million*
For the financial year ending 31 December 2009 : approximately HK$8.45 million
For the financial year ending 31 December 2010 : approximately HK$9.49 million

* Since there will be no transactions in the last one month of 2007 after the expected
signing of the Sale Commission Agreement at the end of November 2007, there is no
annual cap for the financial year ending 31 December 2007.

The reason for entering into the Sales Commission Agreement at the HoldCo Acquisition
Closing is that it is part and parcel of, and conducive to, the HoldCo Acquisition. Further,
the arrangements contemplated by the Sales Commission Agreement will enable the Group
(including HoldCo Group after the HoldCo Acquisition Closing) to maximize the utilization

of the production capacity of the Group (including HoldCo Group after the HoldCo
Acquisition Closing). Therefore, the Directors (including the independent non-executive
Directors) consider that the entering into the Sales Commission Agreement is in the ordinary
and usual course of business of the Group and the terms of the Sales Commission Agreement
are on normal commercial terms and are in the interest of the Group and the Shareholders as
a whole. Should the market make available such an opportunity, the Company will consider
that it is in its interest for the Group to enter into similar agreement with independent third
party with terms not less favourable than those in the Sales Commission Agreement.

The Share Charge executed by Aspocomp in favour of the Company for the purpose of
securing any claims that may be made by the Company under the HoldCo Acquisition
Agreement for a period of 3 years commencing from the date of the Share Charge.

Post HoldCo-Acquisition Restructuring:

After the HoldCo Acquisition Closing, Aspocomp, HoldCo, the HK Company and ACPH are
acting to give effect to the following:

(1)
(2)

the 100% equity interest in ACPE shall be transferred from ACPH to the HK Company; and
immediately following completion of the transfer mentioned in (1) above, the HK Company

will transfer the entire issued shares of ACPH to Aspocomp or its nominee for a nominal
consideration.
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The corporate structure of HoldCo and its subsidiaries immediately after the above transfers will

be as follows:

Aspocomp's The Company
wholly-owned
SL_JbS|d|ary 100%
(Singapore)
SPV
(BVI)
20% 80%
HoldCo
(BVI)
| 100% | 100%
BVI Company HK Company
(BVI) (HK)
100% 100%
ACI ACPE
(India) (PRC)

It has always been the CompanyOs intention that ACPH should not be a part of the HoldCo
Acquisition due to tax structure reason. However, due to the tight time constraint for the closing of the
Acquisitions, both the Company and Aspocomp have agreed that ACPH shall be transferred out of
HoldCo Group to Aspocomp in the Post HoldCo-Acquisition Restructuring. ACPH is an investment
holding company and its only assets and liabilities as at 31 August 2007 comprise the investment in
ACPE and a cash and bank balance of HK$800,000.

OULU ACQUISITION
Contract: the Oulu Acquisition Agreement
Date: 8 November 2007

Parties: 1. the Company (as purchaser through SPV) ; and
2. Aspocomp Oy (as seller)

To the best of the CompanyOs knowledge, information and belief and having made all
reasonable enquiries, other than a wholly-owned subsidiary of Aspocomp incorporated
in Singapore holding 20% of the issued share capital of HoldCo immediately following
and pursuant to the HoldCo Acquisition Closing, Aspocomp Oy, a wholly-owned
subsidiary of Aspocomp, is an independent third party not connected with the directors,
chief executive or substantial shareholders of the Company or any of its subsidiaries
or any of their respective associates.
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Assets acquired:

Shares in Aspocomp Oulu representing 10% of the issued shares of Aspocomp Oulu as at the Oulu
Acquisition Closing.

Particulars of Aspocomp Oulu is set out in the paragraph headed Olnformation on the Assets
Acquired under the AcquisitionsO below.

Consideration:

The consideration for the 10% of the issued shares of Aspocomp Oulu is approximately EUR1.83
million (equivalent to approximately HK$21 million).

The consideration was arrived at after armOs length negotiations between the Company and
Aspocomp and having regard to the enterprise value of Aspocomp Oulu of approximately EUR18.33
million (equivalent to approximately HK$210 million), which is calculated based on an enterprise value
multiplier of 5.65 times of the average of earnings before interest, taxation, depreciation and amortization
(OEBITDAO) for the financial year ended 31 December 2006 as per the unaudited management accounts
prepared and the annualized EBITDA for the financial year ending 31 December 2007 as per the eight
months unaudited management accounts as at 31 August 2007 with adjustment by adding the aggregate
cash balance but minus the aggregate indebtedness (excluding shareholders loan) of Aspocomp Oulu as
extracted from the unaudited balance sheet of Aspocomp Oulu as at 31 October 2007.

The above enterprise value multiplier of 5.65 times was determined after armOs length negotiations
between the Company and Aspocomp with reference to the GroupOs enterprise value multiplier of
approximately 5.6 times based on the interim results for 2007 of the Group. The Directors consider that
enterprise value multiplier pricing model (with zero cash and indebtedness amounts) is an appropriate
valuation basis (rather than other financial ratios, such as net asset value, price-to-book ratio and price-
earning ratio) due to the following reasons: (i) there is no close correlation between asset value and profit
generating capability of PCB manufacturing operation; (ii) there is a wide range of profit margin in PCB
manufacturing operations based on different technology such that price-to-book ratio is not applicable to
PCB industry; and (iii) the calculation formula based on the enterprise value multiplier does not take into
account of cash and indebtedness amounts, which amounts are fluctuating in nature and difficult to
predict. The GroupOs enterprise value multiplier based on the 2007 results was used as a reference
because it was difficult for the parties to agree on the market comparables due to the wide range of the
enterprise value multipliers of different PCB-manufacturing businesses based on different technologies
and operating in different parts of the world. The Directors consider that the basis of determination of the
enterprise value multiplier is fair and reasonable.

The consideration for the Oulu Acquisition, together with the consideration for the HoldCo

Acquisition disclosed above and the consideration for the Equipment Acquisition disclosed below, was
financed by internal resources of the Group and external bank borrowings.
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Condition precedent:

The Oulu Acquisition Closing is conditional on the HoldCo Acquisition Closing having occurred.

The above condition was fulfilled immediately before the Oulu Acquisition Closing pursuant to
the Oulu Acquisition Agreement.

Oulu Acquisition Closing

The Oulu Acquisition Closing was effected immediately following the HoldCo Acquisition Closing.
The corporate structure of Aspocomp Oulu immediately following the Oulu Acquisition Closing is as

follows:

Aspocomp
(Finland) The Company
100%
SPV
(BVI)
90% 10%

Aspocomp Oulu
(Finland)

Consequential transaction document

Following the Oulu Acquisition Closing, Aspocomp, SPV and Aspocomp Oulu entered into the
Oulu Shareholders Agreement, as part and parcel of the HoldCo Acquisition. The principal terms of the
Oulu Shareholders Agreement are summarised as follows:

(1)

(2)

3)

The board of directors of Aspocomp Oulu shall comprise 3 directors, of whom 1 director
shall be appointed by SPV and 2 directors shall be appointed by Aspocomp.

The shareholders of Aspocomp Oulu are not obliged to contribute any funds or participate
in any guarantee or similar undertaking for Aspocomp OuluOs benefit. If the board of directors
of Aspocomp Oulu consider at any time that Aspocomp Oulu requires further finance, the
board will consider whether or not to approach Aspocomp OuluQs bankers or other financial
institutions or, in appropriate circumstances, to seek such further finance from the
shareholders. The shareholders are not obliged to contribute further funds for Aspocomp
OuluOs benefit unless they agree on the amount and method of providing the finance. Should
the shareholders agree to contribute further financing to or participate in any guarantee or
similar undertaking for Aspocomp Oulu, they shall make it in accordance with their respective
equity proportions.

Save for intra-group transfers, any transfer of shares in Aspocomp Oulu by either shareholder
shall be subject to the first right of refusal to purchase on the same terms by the other.
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(4) If Aspocomp proposes to sell its shareholding in Aspocomp Oulu to a third party, it shall
ensure that such third party offers to buy the shareholding in Aspocomp Oulu held by SPV
on the same terms. If Aspocomp transfers its shareholding in Aspocomp Oulu to a third
party, it may require SPV to transfer to that third party the shareholding in Aspocomp Oulu
held by SPV on the same terms as the sale by Aspocomp.

EQUIPMENT ACQUISITION

Contract: the Equipment Acquisition Agreement

Date: 8 November 2007
Parties: 1. Meadville Enterprises (as purchaser); and
2. Aspocomp Oy (as seller)

Meadville Enterprises is a wholly-owned subsidiary of the Company.

To the best of the CompanyOs knowledge, information and belief and having made all
reasonable enquiries, other than a wholly-owned subsidiary of Aspocomp incorporated
in Singapore holding 20% of the issued share capital of HoldCo immediately following
and pursuant to the HoldCo Acquisition Closing, Aspocomp Oy, a wholly-owned
subsidiary of Aspocomp, is an independent third party not connected with the directors,
chief executive or substantial shareholders of the Company or any of its subsidiaries
or any of their respective associates.

Assets acquired:

23 sets of second hand industrial equipment comprising machinery for mechanical drilling, microvia
drilling and routing, for the production of PCB.

The net book value of such equipment as at 31 October 2007 is approximately EUR1.61 million
(equivalent to approximately HK$18 million).

Consideration:

The consideration for the equipment is approximately EUR1.61 million (equivalent to approximately
HK$18 million). The consideration was arrived at after armQOs length negotiations between the Company
and Aspocomp Oy and having regard to the net book value of HK$18 million of the equipment as at 31
October 2007.

The consideration for the Equipment Acquisition, together with the consideration for the HoldCo

Acquisition and the Oulu Acquisition disclosed above, was financed by internal resources of the Group
and external bank borrowings.
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Conditions precedent:

The Equipment Acquisition Agreement is conditional on:

(a)

(b)

(c)

(d)

Aspocomp Oy having produced to Meadyville Enterprises or its lawyers a written consent
from the relevant bank(s) approving the entering into the Equipment Acquisition Agreement
by Aspocomp Oy and its sale of the equipment to Meadville Enterprises under the Equipment
Acquisition Agreement;

a legal opinion addressed to Meadville Enterprises confirming that (i) Aspocomp Oy is
lawfully capable of entering into the Equipment Acquisition Agreement and is lawfully
capable of selling the equipment to Meadville Enterprises free of any pledge, charge, third
partyOs right and any other encumbrances pursuant to the Equipment Acquisition Agreement;
and (ii) that no approvals, consents and requirements other than the written consent referred
to in paragraph (a) above are required for such a sale by Aspocomp Oy to Meadville
Enterprises;

Meadyville Enterprises having received a letter from the board of directors of Aspocomp Oy
confirming that Aspocomp Oy has not been in default towards its creditors and there are no
proceedings existing, threatened or pending against Aspocomp Oy for any debts or amounts
of money; and the Equipment Acquisition Agreement has been duly executed by or on
behalf of Aspocomp Oy and is legally binding on and enforceable against Aspocomp Oy;
and

the approval by the Shareholders of the transactions contemplated by the Equipment
Acquisition Agreement as and if required by the Listing Rules.

The above conditions were, with or without slight modification, fulfilled pursuant to the Equipment
Acquisition Agreement.

Equipment Acquisition Closing

The Equipment Acquisition Closing is not conditional on either the HoldCo Acquisition Closing or
the Oulu Acquisition Closing. The Equipment Acquisition Closing took place as on 30 November 2007.

INFORMATION ON THE ASSETS ACQUIRED UNDER THE ACQUISITIONS

Assets under the HoldCo Acquisition:

The assets purchased by the Group under the HoldCo Acquisition are the Sale Shares, representing
80% of the issued share capital of HoldCo as at the HoldCo Acquisition Closing.
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HoldCo is an investment holding company incorporated in the BVI in October 2007. As at the
HoldCo Acquisition Closing, the principal assets of HoldCo are (i) the 100% interest in certain second
hand industrial equipment transferred from Aspocomp under the Salo Equipment Agreement; and (ii) the
100% interest (through intermediate investment holding companies, the BVI Company and the HK
Company(Note) in each of ACI and ACPE, where ACI plans to commence its manufacturing of HDI-
PCB in India in 2009 and ACPE has been engaged in manufacturing of HDI-PCB in the PRC since 1998.

(Note : ACPH is not taken as a member of HoldCo Group since it will be disposed of and sold
back to Aspocomp for a nominal consideration in the Post HoldCo-Acquisition Closing)

The audited net asset value of ACPE is approximately HK$498.3 million as at 31 December 2006.
The audited net profit before tax and extraordinary items of ACPE for the two financial years ended 31
December 2005 and 31 December 2006 are approximately HK$48.6 million and HK$92.7 million
respectively, whilst the audited net profit after tax and extraordinary items of ACPE for the two financial
years ended 31 December 2005 and 31 December 2006 are approximately HK$48.6 million and HK$101.2
million respectively.

ACI was incorporated in 2006. The audited net asset value of ACI is approximately HK$9.7
million as at 31 December 2006. The audited net loss before tax and extraordinary items of ACI for the
financial year ended 31 December 2006 is HK$5.5 million, whilst the audited net loss after tax and
extraordinary items of ACI for the financial year ended 31 December 2006 is HK$5.6 million.

The combined net asset value of HoldCo and its subsidiaries is approximately US$66.0 million
(equivalent to approximately HK$514.0 million) as at 31 December 2006. The combined net profit before
tax and extraordinary items of HoldCo and its subsidiaries for the two financial years ended 31 December
2005 and 31 December 2006 are approximately US$5.3 million (equivalent to approximately HK$41.3
million) and US$10.7 million (equivalent to approximately HK$83.3 million) respectively, whilst the
combined net profit after tax and extraordinary items of HoldCo and its subsidiaries for the two financial
years ended 31 December 2005 and 31 December 2006 are approximately US$5.2 million (equivalent to
approximately HK$40.5 million) and US$11.7 million (equivalent to approximately HK$91.1 million)
respectively.

The net book value of the second hand industrial equipment transferred from Aspocomp under the
Salo Equipment Agreement is approximately HK$165 million.

Asset under the Oulu Acquisition:

The assets purchased by the Group under the Oulu Acquisition are shares in Aspocomp Oulu
representing 10% of the issued shares of Aspocomp Oulu as at the Oulu Acquisition Closing.

To the best knowledge of the Company, Aspocomp Oulu, a wholly-owned subsidiary of Aspocomp,
was incorporated in May 2007. Aspocomp Oulu is engaged in the business of manufacturing PCB in
Finland. Based on the unaudited management accounts of Aspocomp Oulu as at 31 August 2007 provided
by Aspocomp, the unaudited net profit before tax and extraordinary items of Aspocomp Oulu for the first
8 months of 2007 ended 31 August 2007 is approximately EUR1.29 million (equivalent to approximately
HK$14.7 million), whilst the unaudited net profit after tax and extraordinary items of Aspocomp Oulu
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for the first 8 months of 2007 ended 31 August 2007 is approximately EUR1.29 million (equivalent to
approximately HK$14.7 million). The unaudited net asset value of Aspocomp Oulu as at 31 August 2007
is approximately EUR6.10 million (equivalent to approximately HK$69.6 million). The unaudited financial
information of Aspocomp Oulu was prepared in accordance with International Financial Reporting
Standards.

Asset under the Equipment Acquisition:

The assets purchased by the Group under the Equipment Acquisition are 23 sets of second hand
industrial equipment, comprising machinery for mechanical drilling, microvia drilling and routing, for
the production of PCB. Although the equipment is second hand, the Group has inspected the equipment
and find that they are in good working and maintenance condition and are suitable for the GroupOs
manufacturing purposes.

The net book value of such equipment as at 31 October 2007 is approximately EUR1.61 million
(equivalent to approximately HK$18 million), which is less than the market value of new comparable
machineries.

INFORMATION ON ASPOCOMP, ASPOCOMP OY AND ASPOCOMP OULU

To the best knowledge of the Company, Aspocomp is a company incorporated in Finland and listed
on the Helsinki Stock Exchange. Aspocomp and its subsidiaries, including Aspocomp Oy and Aspocomp
Oulu, are principally engaged in the business of design and manufacture of high technology PCB which
includes high technology HDI-PCB for mobile devices, telecommunication infrastructure automotive and
industrial applications. Aspocomp has business operation in Europe, the PRC, India and Thailand.

REASONS FOR AND BENEFITS OF THE ACQUISITIONS

The Company and its subsidiaries are principally engaged in the business of manufacturing and
distribution of various PCB (including high technology conventional PCB and HDI-PCB), prepreg and
laminate.

Aspocomp is specialized in the manufacture of HDI-PCB and is strong in research and development
in this field. With its headquarter in Finland, Aspocomp has close proximity with customers in the
telecommunication industry in Northern Europe. By way of the Acquisitions (including the consequential
arrangements in the HoldCo Acquisition as part and parcel of the deal), the Company expects to form a
strategic alliance with Aspocomp so as to enable the Group to get immediate access to the sales network
in Northern Europe and, in particular, to certain top-tier customers in the telecommunication industry in
Northern Europe. Further, the plant of ACPE in the PRC will help to immediately increase the GroupOs
production capacity in HDI-PCB, whilst ACIOs plan to commence production in India in 2009 will
provide the Group with an opportunity to develop customers in India as well as to serve the GroupOs
customers globally. In addition, with AspocompOs research and development engineers joining the Group
following the closing of the Acquisitions and AspocompOs transfer to Meadville Enterprises of the IP
Rights under the IP Rights Transfer Agreement as part and parcel of the HoldCo Acquisition, it is
expected that the Group will benefit from the results of AspocompOs research and development in HDI-
PCB and various PCB manufacturing processes.
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Accordingly, the Directors consider that the terms and conditions of the Acquisitions are fair and
reasonable and are in the interests of the Company and the Shareholders as a whole.

FINANCIAL EFFECTS OF THE ACQUISITIONS

The considerations of the Acquisitions have been financed by internal resources and bank
borrowings.

In connection with the acquisition of 80% of the issued share capital of HoldCo and its subsidiaries,
a call option and a put option will be granted to the Company and Aspocomp respectively to purchase/
sell the remaining 20% equity interest in HoldCo in the period from 2013 to 2023 under the Option Deed.
The put option granted under the Option Deed will form a contingent consideration for the acquisition of
HoldCo and will be recognised as financial liabilities in the consolidated financial statements of the
Enlarged Group at the present value of the redemption amount.

The Company has taken the view that no minority interest will be recognised in respect of the 20%
equity interest subject to the put option granted under the Option Deed, and will be deemed to have
acquired 100% of the issued share capital of HoldCo and its subsidiaries at the time when the put option
granted under the Option Deed was written as part of the HoldCo Acquisition Agreement. The goodwill
arising from the HoldCo Acquisition will include the goodwill related to the 100% equity interest. Upon
the completion of the HoldCo Acquisition, HoldCo will be accounted for as a wholly-owned subsidiary
of the Group and the results, assets and liabilities of HoldCo and its subsidiaries will be consolidated in
the financial statements of the Company.

The Oulu Acquisition will be recorded as available-for-sale financial assets at fair value and only
dividend income declared by the Aspocomp Oulu will be accounted for as investment income by the
Enlarged Group.

The fair value of the equipment sold to HoldCo under the Salo Equipment Agreement and the
consideration paid for the equipments sold to the Group under the Equipment Acquisition Agreement will
be recorded as non-current assets.

Earnings

Goodwill arising from the HoldCo Acquisition should be finally determined based on the cost of
HoldCo Acquisition plus the contingent consideration of the remaining 20% equity interests (which was
equivalent to the present value of the redemption amount of the put option granted under the Option
Deed) and the fair value of identifiable assets and liabilities of HoldCo and its subsidiaries which should
have included the equipment acquired under the Salo Equipment Agreement as at the date of closing of
the Acquisitions.

In case goodwill arises as a result of the cost of HoldCo Acquisition plus the contingent consideration
of the put option granted under the Option Deed exceeding the fair value of identifiable net assets of
HoldCo and its subsidiaries and the equipment acquired under the Salo Equipment Agreement as at the
date of closing of the Acquisitions, it will be recognized as an asset and assessed for impairment
annually. Any impairment losses arising from the assessment will be charged to the consolidated profit
and loss accounts of the Enlarged Group.
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However, Shareholders should therefore note that the amount of goodwill valued at approximately
HK$137 million as shown in the unaudited pro forma financial information of the Enlarged Group set out
in Appendix IV to this circular are hypothetically calculated based on the cost of HoldCo Acquisition
plus the contingent consideration of the remaining 20% equity interests (which was equivalent to the
present value of the redemption amount of the put option granted under the Option Deed) and the fair
value of identifiable assets and liabilities of HoldCo and its subsidiaries as per the available audited
accounts of HoldCo and its subsidiaries as at 31 August 2007 plus the fair value of the equipments
acquired under the Salo Equipment Agreement as at 31 August 2007.

Given the historical combined financial information of HoldCo and its subsidiaries which were
profitable as shown in Appendix Il, the Acquisitions are expected to have positive effect on the revenue
and earnings of the Enlarged Group.

Assets and liabilities

As set out in the Appendix IV to this circular, assuming that the total cost of the Acquisitions was
equivalent to HK$758 million and the Acquisitions were completed on 30 June 2007, the pro forma total
assets of the Enlarged Group would have been increased by approximately HK$932 million from HK$5,506
million to HK$6,438 million while the pro forma total liabilities of the Enlarged Group would have been
increased by approximately HK$932 million from HK$3,207 million to HK$4,139 million. Assuming the
cost of Acquisitions were financed by bank borrowings of HK$456 million and cash of HK$302 million,
the pro forma total bank borrowings of the Enlarged Group would have been increased from HK$2,001
million to HK$2,484 million. Pro forma cash and bank balances of the Enlarged Group would have been
decreased from HK$864 million to HK$622 million. Gearing ratio (expressed as total net borrowings
over total equity) for the Enlarged Group would have been increased to 81%.

Save as mentioned above, the Directors do not expect any other immediate significant financial
effects arising from the Acquisitions. Please refer to Appendix IV of this circular for the details of the
unaudited pro forma statement of assets and liabilities of the Enlarged Group.

Shareholders should note that the unaudited pro forma financial information on the Enlarged
Group set out in Appendix IV to this circular is for illustration purpose only. As the fair value of the
identifiable assets and liabilities of HoldCo and its subsidiaries at the date of closing of the Acquisitions
may be different from the amount currently used in the preparation of the unaudited pro forma financial
information, the actual financial impact arising from the Acquisitions may be different from the estimated
amount in the unaudited pro forma financial information.

PROPERTY VALUATION
B.l. Appraisals Limited, an independent firm of professional valuer, has valued the property interests
of ASPA Group, of which only ACPE and ACI own and/or lease properties, as at 30 November 2007. The

text of the letter, summary of valuation and the valuation certificates are set out in Appendix V to this
circular.
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The table below shows (i) the reconciliation of the property interests held by ASPA Group from its
audited combined financial statements as at 31 August 2007 to the unaudited net book value of our
property interests as at 30 November 2007; and (ii) the reconciliation of the unaudited net book value of
our property interests and the valuation of such property interests as at 30 November 2007.

Us$0000 HK$0000
(Note 1)
Net book value of the property interests of
ASPA Group as at 31 August 20QNote 2) 8,652 67,383
Movement for the period from 1 September 2007 to
30 November 2007
Transfer from construction in progress 2,809 21,875
Depreciation and amortisation (126) (981)
Exchange differences 185 1,442
Net book value as at 30 November 2007 11,520 89,719
Valuation Surplus 12,760 99,381
Valuation as at 30 November 2007 24,280 189,100
Note:
1. For the purpose of this reconciliation statement, the exchange rate of US$1 = HK$7.7884 was used.
2. The net book value of the property interest of ASPA Group as at 31 August 2007 represents a total net book value

of land use rights and buildings as at 31 August 2007.
ADDITIONAL INFORMATION

Your attention is also drawn to the information set out in the Appendices to this circular.

By Order of the Board
Meadville Holdings Limited
Tang Chung Yen, Tom
Executive Chairman and
Group Managing Director
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1. SUMMARY OF FINANCIAL RESULTS OF THE GROUP

The summary of the GroupOs results for the years ended 31 December 2004, 2005 and 2006 and
the six months ended 30 June 2007 set forth below has been extracted from the published audited
consolidated financial statements of the Group for the financial year ended 31 December 2006 and from
the unaudited interim financial information of the Group for the six months ended 30 June 2007.

COMBINED PROFIT AND LOSS ACCOUNTS

Audited Unaudited
Six months
Year ended 31 December ended 30 June
2004 2005 2006 2007
HK$0000 HK$0000 HK$0000 HK$0000
Turnover 1,643,856 2,216,914 3,140,398 1,989,205
Cost of sales (1,279,311) (1,792,641) (2,486,560) (1,540,160)
Gross profit 364,545 424,273 653,838 449,045
Other income 14,782 51,564 97,145 65,227
Other gain b 11,042 b b
Selling and distribution expenses (83,142) (95,358) (126,467) (107,112)
General and administrative
expenses (122,885) (137,213) (154,349) (89,856)
Share award expenses b b b (245,880)
Operating profit 173,300 254,308 470,167 71,424
Loss on share reform of an
associated company b b (52,237) _
Interest income 3,598 5,599 6,034 22,753
Finance costs (33,355) (56,914) (88,171) (54,133)
Share of net profit of associated
companies 60,814 55,226 97,849 46,560
Profit before income tax 204,357 258,219 433,642 86,604
Income tax expense (19,923) (18,344) (48,718) (37,618)
Profit for the year/period 184,434 239,875 384,924 48,986
Attributable to:
Equity holders of the Company 170,853 210,822 320,017 1,644
Minority interests 13,581 29,053 64,907 47,342
184,434 239,875 384,924 48,986
Dividends 40,000 80,000 b 40,000
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COMBINED BALANCE SHEETS

Audited Unaudited
As at 31 December 30 June
2004 2005 2006 2007
HK$0000 HK$0000 HK$0000 HK$0000
Non-current assets
Property, plant and equipment 1,175,087 1,535,966 2,030,800 2,287,130
Leasehold land and land use rights 58,352 83,654 114,549 115,789
Investments in associated
companies 341,604 389,947 441,409 480,664
Goodwill 11,181 14,055 14,477 14,909
Intangible assets 10,222 9,254 8,084 7,499
1596446 2032876 2609319 2905991
Current assets
Stocks and work in progress 219,350 259,188 373,459 407,724
Debtors and prepayments 616,207 974,884 1,241,699 1,325,184
Amount due from a director b 25,039 b b
Amounts due from related parties 35,528 8,955 b b
Taxation recoverable 373 2,162 2,220 2,597
Cash and bank balances 103,429 174,266 211,150 864,016
_...974,887 1,444,494  : 1,828,528 . 2,599,521
Total assets 2,571,333 3,477,370 4,437,847 5,505,512
Equity
Capital and reserves attributable
to the equity holders of
the Company
OwnersO equity 973,497 1,1288 733,811 2,069,894
Minority interests 145,337 152,477 203,916 228,273
Total equity 1,118,834 1,279,265 937,727 2,298,167
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COMBINED BALANCE SHEETS (CONTINUED)

Non-current liabilities
Borrowings
Deferred tax liabilities

Current liabilities

Creditors and accruals

Amount due to a director

Amount due to a subsidiary of
a minority shareholder of
a subsidiary

Amounts due to associated
companies

Amounts due to a minority
shareholder

Amounts due to related parties

Borrowings

Taxation payable

Total liabilities

Total equity and liabilities

Net current (liabilities)/assets

Total assets less current liabilities

Audited Unaudited
As at 31 December 30 June
2004 2005 2006 2007
HK$O000 HK$O000 HK$O000 HK$0000
78,000 532,757 749,060 1,469,980
8,927 13,642 14,219 18,497
_______ 86,927 546,399 763,279 1,488,477
468,470 600,400 800,030 947,130
6,208 b 9] b
b 23,794 63,359 46,061
42,377 143,952 120,742 114,939
b b b 54,770
5,517 13,157 709,598 b
829,671 863,339 1,026,247 531,031
13,329 7,064 16,865 24,937
1365572 1,651,706 2,736,841 1,718,868
..1452,499 2,198,105 3,500,120 3,207,345
2,571,333 3,477,370 4,437,847 5,505,512
(390,685) (207,212) (908,313) 880,653
1,205,761 1,825,664 1,701,006 3,786,644
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2. AUDITED FINANCIAL INFORMATION OF THE GROUP (reproduced from the CompanyQOs

annual report for the year ended 31 December 2006)

Set out below is the audited consolidated profit and loss account, consolidated balance sheet,
balance sheet, consolidated statement of changes in equity, consolidated cash flow statement and notes to
the financial statements reproduced from the audited financial statements published in the CompanyOs

annual report for the year ended 31 December 2006.

CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 31 December 2006

Turnover
Cost of sales

Gross profit

Other income

Other gain

Selling and distribution expenses
General and administrative expenses

Operating profit

Loss on share reform of an associated company
Interest income

Finance costs

Share of net profit of associated companies

Profit before income tax
Income tax expense

Profit for the year
Attributable to:

Equity holders of the Company
Minority interests

Earnings per share for profit attributable to
equity holders of the Company during the year
(expressed in HK dollar per share)

b basic

b diluted

Dividends

34

Note

15

15

10

11

11

12

2006 2005
HK$5000 HK$5000
3,140,398 2,216,914
(2,486,560) (1,792,641)
653,838 424,273
97,145 51,564
15) 11,042
(126,467) (95,358)
(154,349) (137,213)
470,167 254,308
(52,237) b
6,034 5,599
(88,171) (56,914)
97,849 55,226
433,642 258,219
(48,718) (18,344)
384,924 239,875
320,017 210,822
64,907 29,053
384,924 239,875
0.21 0.14
0.21 0.14
5] 80,000
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BALANCE SHEETS
At 31 December 2006

Note
Non-current assets
Property, plant and equipment 13
Leasehold land and land use rights 14
Investments in associated companies 15
Investments in subsidiaries 16
Goodwill 17
Intangible assets 18
Current assets
Stocks and work in progress 19
Debtors and prepayments 20
Amount due from a director 21
Amounts due from related parties 22
Taxation recoverable
Cash and bank balances 23
Total assets
Equity
Capital and reserves attributable

to the equity holders
of the Company

Share capital 24
Reserves 25

Minority interests

Total equity

35

Group Company
2006 2005 2006
HK$O000 HK$O000 HK$O000
2,030,800 1,535,966 i)
114,549 83,654 D)
441,409 389,947 i)
5] i) 777,000
14,477 14,055 D)
8,084 9,254 o)
2,609,319 2032876 777,000
373,459 259,188 D)
1,241,699 974,884 7,532
b 25,039 5]
D) 8,955 D)
2,220 2,162 D)
211,150 174,266 5]
1,828,528 1444404 7,532
4,437,847 3,477,370 784,532
777,000 777,000 777,000
(43,189) 349,788 (597)
733,811 1,126,788 776,403
203,916 152,477 o)
937,727 1,279,265 776,403
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BALANCE SHEETS (CONTINUED)

At 31 December 2006

Liabilities
Non-current liabilities
Borrowings

Deferred tax liabilities

Current liabilities

Creditors and accruals

Amount due to a minority
shareholder

Amounts due to associated
companies

Amounts due to subsidiaries

Amounts due to related parties

Borrowings

Taxation payable

Total liabilities

Total equity and liabilities

Net current liabilities

Note

26
27

28

29

29
30
22

26

Total assets less current liabilities
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Group Company
2006 2005 2006
HK$O000 HK$O000 HK$O000
749,060 532,757 D)
14,219 13,642 5]
_____ 763,279 ....546,399 ..b
800,030 600,400 1,004
63,359 23,794 b
120,742 143,952 D)
5] i) 7,125
709,598 13,157 5]
1,026,247 863,339 D)
16,865 7,064 5]
2,736,841 .i.esiroe 8,129
_.3,%00,120 2,198,105 8,129
4,437,847 3,477,370 784,532
(908,313) (207,212) (597)
1,701,006 1,825,664 776,403
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CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2006

2006 2005
Note HK$0000 HK$0000
Cash flows from operating activities
Profit before income tax 433,642 258,219
Adjustments for:
Share of net profit of associated companies (97,849) (55,226)
Loss on share reform of an associated company 15 52,237 b
Interest expenses 88,171 56,914
Interest income (6,034) (5,599)
Impairment of goodwill 55 b
Amortisation of intangible assets 1,170 1,170
Amortisation of leasehold land and
land use rights 2,472 1,809
Depreciation of property, plant
and equipment 208,770 159,525
Income on acquisition of additional equity
interest of a subsidiary 33(a) (1,108) b
(Gain)/loss on disposal of property, plant
and equipment (684) 4,436
Operating profit before working capital changes 680,842 421,248
Changes in:
Stocks and work in progress (114,271) (39,838)
Debtors and prepayments (272,588) (358,677)
Restricted bank balances 12,075 (12,525)
Creditors and accruals 204,356 131,930
Amount due from a director 20,809 (31,247)
Amounts due to associated companies (23,210) 101,575
Amounts due from/(to) related parties (39,669) 34,213
Amount due to a minority shareholder 39,565 23,794
Cash generated from operating activities 507,909 270,473
Interest received 6,034 5,599
Interest paid (88,171) (56,914)
Hong Kong profits tax paid (2,900) (2,188)
Overseas tax paid (36,396) (19,495)
Net cash generated from operating activities 386,476 197,475
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
For the year ended 31 December 2006

Note

Cash flows from investing activities
Purchase of property, plant and equipment
Purchase of leasehold land and land use rights
Proceeds from sale of property, plant

and equipment
Purchase of intangible assets
Purchase of additional equity interest

in a subsidiary
Distribution to equity holders
Investments in associated companies
Dividends received from associated companies

33(a)

Net cash used in investing activities

Cash flows from financing activities

New borrowings

Repayment of borrowings

Dividends paid to shareholders

Distribution to equity holders

Dividends paid to minority shareholders
Capital contribution by minority shareholders

33(b)
33(b)

25(a)

Net cash generated from financing activities

Exchange differences on cash and
cash equivalents

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning
of the year 33(c)

Cash and cash equivalents at end of the year 33(c)
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2006 2005
HK$O000 HK$O000
(654,442) (502,240)
(30,805) (25,886)
7,482 1,545
D (202)
(6,354) D
(6,698) 5]
(33,305) (14,420)
41,112 30,193
_______ (683,010) _____ (511,010)
1,967,787 1,799,753
(1,629,011) (1,312,240)
15} (80,000)
5] (374)
(30,174) (36,399)
18,068 9,166
326,670 379,906
(21812 (8,971)
8,524 57,400
158,692 101,292
167,216 158,692
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2006

Attributable to equity holders

of the Company

At 1 January 2005

Profit for the year

Dividends

Distribution to equity holders

Capital contribution by minority
shareholders

Exchange differences

Gain on deemed disposal by
minority shareholders

At 1 January 2006

Profit for the year

Dividends

Capital contribution by minority
shareholders

Partial consideration pursuant
to the Reorganisatio(iNote 1)

Distribution to equity holders

Disposal of equity interest by a
minority shareholder

Exchange differences

At 31 December 2006

Minority
Share capital Reserves interests Total
(Note 24) (Note 25)
HK$0000 HK$0000 HK$0000 HK$0000
777,000 196,497 145,337 1,118,834
b 210,822 29,053 239,875
b (80,000) (36,399 (116,399)
D (374) 15) (374)
b b 9,166 9,166
b 22,843 2,697 25,540
b b 2,623 2,623
777,000 349,788 152,477 1,279,265
b 320,017 64,907 384,924
D) b (30,174) (30,174)
b b 18,068 18,068
b (700,000) b (700,000)
1) (57,793) 15) (57,793)
15) 15) (7,462) (7,462)
b 44,799 6,100 50,899
777,000 (43,189) 203,916 937,727
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NOTES TO THE FINANCIAL STATEMENTS
1 GENERAL INFORMATION AND GROUP REORGANISATION

Meadville Holdings Limited (the OCompanyO) and its subsidiaries (together, the OGroupO) are principally engaged
in the manufacturing and distribution of printed circuit boards and copper clad laminates (the OPCB and Laminate
BusinessO).

The Company was incorporated in the Cayman Islands on 28 August 2006 as an exempted company with limited
liability under the Companies Law (2004 Revision) of the Cayman Islands. The address of its registered office is
Clifton House, 75 Fort Street, P.O. Box 1350 GT, George Town, Grand Cayman, Cayman Islands.

Before completion of the Reorganisation (as defined below), the PCB and Laminate Business was carried out by
Photomask (HK) Limited (formerly known as Meadville Technologies Group Limited) (OPHKLO), the former
holding company, and all its subsidiaries except for Qingyi Precision Maskmaking (Shenzhen) Ltd. (OSQMO).
SQM was engaged in the research, design and manufacturing of photomasks (the OPhotomask BusinessO).

For the preparation of the listing of shares of the Company on the Main Board of The Stock Exchange of Hong
Kong Limited (the OStock ExchangeO), the following reorganisation (the OReorganisationO) was carried out to
transfer the PCB and Laminate Business and its related assets to the Company by way of the following steps:

¥ MTG Investment (BVI) Limited (OMTG (INV)O) was incorporated in the British Virgin Islands on 23
August 2006 by Tang Hsiang Chien, a shareholder of MTG (INV). Pursuant to an agreement dated 30
December 2006 entered into between MTG (INV) and PHKL, MTG (INV) acquired the equity interests in
the subsidiaries of PHKL engaged in the PCB and Laminate Business (including their holding companies)
and certain assets and liabilities in relation to the PCB and Laminate Business of PHKL for a total
consideration of approximately HK$1,219 million, which was satisfied partly by payment of cash of
HK$700 million and partly by issue of 99,999 shares in MTG (INV). As a result of the transfer, PHKL
ceased its operation in the PCB and Laminate Business and only conducted the Photomask Business
thereafter.

¥ Pursuant to an agreement dated 30 December 2006, the Company acquired the entire issued capital of
MTG (INV) through a share swap, and the Company became the holding company of the companies now
comprising the Group. Details of the CompanyOs interests in its subsidiaries and associated companies are
set out in Note 16 and Note 15 respectively.

As a result of the above Reorganisation, all the PCB and Laminate Business was transferred to the Company and
its subsidiaries now comprising the Group effective 30 December 2006. After the above Reorganisation, the PCB
and Laminate Business was carried out by the Group.

The CompanyOs shares were listed on the Stock Exchange on 2 February 2007 (Othe ListingO).

No balance sheet of the Company as at 31 December 2005 is presented in these financial statements as the
Company was not yet incorporated on that date.

These consolidated financial statements are presented in thousands of units of Hong Kong dollars, unless otherwise
stated.

These consolidated financial statements have been approved for issue by the Board of Directors on 28 March
2007.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the presentation of these consolidated financial statements is set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

(a) Basis of preparation

The Reorganisation involved companies under common control, and the Group resulting from the
Reorganisation is regarded as a continuing group. Accordingly, the Reorganisation has been accounted for
on the basis of merger accounting, under which the consolidated financial statements have been prepared
as if the Company had been the holding company of the subsidiaries comprising the Group throughout the
year ended 31 December 2006, rather than from the date on which the Reorganisation was completed. The
comparative figures as at 31 December 2005 and for the year ended 31 December 2005 have been
presented on the same basis.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(a) Basis of preparation (Continued)

The consolidated financial statements of the Company have been prepared in accordance with Hong Kong
Financial Reporting Standards (OHKFRSO). The consolidated financial statements have been prepared
under the historical cost convention.

The preparation of the consolidated financial statements in conformity with HKFRS requires the use of
certain critical accounting estimates. It also requires management to exercise its judgement in the process
of applying the GroupOs accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements, are
disclosed in Note 4 below.

The following new standards, amendments to standards and interpretations have been issued but are not
effective for 2006 and have not been early adopted:

HK(IFRIC)-Interpretation 7, OApplying the Restatement Approach under HKAS 290, effective for annual
periods beginning on or after 1 March 2006. Management does not expect the interpretation to be relevant
for the Group;

HK(IFRIC)-Interpretation 8, OScope of HKFRS 20, effective for annual periods beginning on or after 1
May 2006. Management is currently assessing the impact of HK(IFRIC)-Interpretation 8 on the GroupOs
operations;

HK(IFRIC)-Interpretation 9, OReassessment of Embedded DerivativesO, effective for annual periods
beginning on or after 1 June 2006. Management believes that this interpretation should not have a
significant impact on the reassessment of embedded derivatives as the Group already assessed if embedded
derivative should be separated using principles consistent with HK(IFRIC)-Interpretation 9;

HK(IFRIC)-Interpretation 10, Olnterim Financial Reporting and ImpairmentO, effective for annual periods
beginning on or after 1 November 2006. Management is currently assessing the impact of HK(IFRIC)-
Interpretation 10 on the GroupOs operations;

HK(IFRIC)-Interpretation 11, OHKFRS 2 B Group and Treasury Shares TransactionsO, effective for annual
periods beginning on or after 1 March 2007. Management is currently assessing the impact of HK(IFRIC)-
Interpretation 11 on the GroupOs operations;

HK(IFRIC)-Interpretation 12, OService Concessions ArrangementsO, effective for annual periods beginning
on or after 1 January 2008. Management is currently assessing the impact of HK(IFRIC)-Interpretation 12
on the GroupOs operations;

HKFRS 7, OFinancial Instruments: DisclosuresO, effective for annual periods beginning on or after 1
January 2007, HKAS 1, OAmendments to Capital DisclosureO, effective for annual period beginning on or
after 1 January 2007. The Group assessed the impact of HKFRS 7 and the amendment to HKAS 1 and
concluded that the main additional disclosures will be the sensitivity analysis to market risk and capital
disclosures required by the amendment of HKAS 1. The Group will apply HKFRS 7 and the amendment
to HKAS 1 from annual periods beginning 1 January 2007; and

HKFRS 8, OOperating SegmentsO, effective for annual periods beginning on or after 1 January 2009.
Management is currently assessing the impact of HKFRS 8 on the GroupOs operations.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(a) Basis of preparation (Continued)

The following standards, amendments and interpretations are mandatory for accounting periods beginning
on or after 1 January 2006 but are not relevant to the GroupOs operations:

HKAS 21 Amendment New Investment in a Foreign Operation;

HKAS 39 Amendment Cash Flow Hedge Accounting of Forecast Intragroup Transactions;

HKAS 39 Amendment The Fair Value Option;

HKFRS 6 Exploration for and Evaluation of Mineral Resources;

HKFRS 1 Amendment First-timAdoption of International Financial Reporting Standards and
HKFRS 6 (Amendment) Exploration for and Evaluation of Mineral
Resources;

HK(IFRIC)-Int 4 Determining whether an Arrangement contains a Lease;

HK(IFRIC)-Int 5 Rights to Intersts arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds; and

HK(IFRIC)-Int 6 Liahilities arising from Participating in a Specific Market B Waste

Electrical and Electronic Equipment.

In preparing the consolidated financial statements of the Company , the directors have taken into account
all information that could reasonably be expected to be available, including the estimated net proceeds

from the listing of the Company on 2 February 2007 (Note 35(a)), and have ascertained that the Group

has obtained adequate financial resources to support the Group to continue in operational existence for
the foreseeable future. Under these circumstances, the directors consider that it is proper to prepare the
financial statements on a going concern basis notwithstanding that at 31 December 2006, the GroupOs
current liabilities exceeded its current assets by approximately HK$908,313,000.

(b) Subsidiaries

Subsidiaries are all entities over which the Group has power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. The existence
and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are
de-consolidated from the date that control ceases.

Apart from the acquisition of entities under common control which are accounted for by regarding the
Company as being the holding company of the subsidiaries from the beginning of the earliest period
presented, or since the date when the combining companies first came under control of the controlling
party, where there is shorter period, the purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of an acquisition is measured as the fair value of the
assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus
costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured initially at their fair values at the acquisition
date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair
value of the GroupOs share of the identifiable net assets acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is
recognised directly in the profit and loss account.

Inter-company transactions, balances and unrealised gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

In the CompanyOs balance sheet the investments in subsidiaries are stated at cost less provision for

impairment losses. The results of subsidiaries are accounted by the Company on the basis of dividend
received and receivable.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(c) Transactions with minority interests

The Group applies a policy of treating transactions with minority interests as transactions with parties
external to the Group. Disposals to minority interests result in gains and losses for the Group that are
recorded in the consolidated profit and loss account. Purchases from minority interests result in goodwill,
being the difference between any consideration paid and the relevant share acquired of the carrying value
of net assets of the subsidiary.

(d) Associated companies

Associated companies are all entities over which the Group has significant influence but not control,
generally accompanying a shareholding of between 20% and 50% of the voting rights. Investments in
associated companies are accounted for using the equity method of accounting and are initially recognised
at cost. The GroupOs investment in associated companies includes goodwill identified on acquisition.

The GroupOs share of its associated companiesO post-acquisition profits or losses is recognised in the
consolidated profit and loss account, and its share of post-acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of the
investment. When the GroupOs share of losses in an associated company equals or exceeds its interest in
the associated company, including any other unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments on behalf of the associated company.

Unrealised gains on transactions between the Group and its associated companies are eliminated to the
extent of the GroupOs interest in the associated companies. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred. Accounting policies of
associated companies have been changed where necessary to ensure consistency with the policies adopted
by the Group.

In the CompanyOs balance sheet the investments in associated companies are stated at cost less provision
for impairment losses. The results of associated companies are accounted for by the Company on the
basis of dividend received and receivable.

(e) Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are
subject to risks and returns that are different from those of other business segments. A geographical
segment is engaged in providing products or services within a particular economic environment that are
subject to risks and return that are different from those of segments operating in other economic
environments.

(f) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the GroupOs share of the
net identifiable assets of the acquired subsidiary and associated company at the date of acquisition.
Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill on acquisitions of
associated companies is included in investments in associated companies. Goodwill is tested annually for
impairment and carried at cost less accumulated impairment losses. Gains and losses on the disposal of an
entity include the carrying amount of goodwill relating to the entity sold. Impairment losses on goodwill
are not reversed.

Goodwill is allocated to cash-generating units (OCGUsO) for the purpose of impairment testing. The
allocation is made to those cash-generating units or groups of CGUs that are expected to benefit from the
business combination in which the goodwill arose.

(9) Property, plant and equipment
Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated

impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of
the items.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

(h)

0]

0)

Property, plant and equipment (Continued)

Subsequent costs are included in the assetOs carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to

the Group and the cost of the item can be measured reliably. All other repairs and maintenance are
expensed in the profit and loss account during the financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated, using the straight line method, to allocate
cost to their residual values over their estimated useful lives, which are summarised as follows:

Buildings 22 B 25 years
Leasehold improvements 22 b 25 years
Furniture and equipment 5D 6 years
Plant, machinery and equipment 10 b 12 years
Motor vehicles 5P 6 years

The assetsO residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.

Construction in progress represents buildings or leasehold improvements on which construction work has
not been completed and plant, machinery and equipment pending installation. It is carried at cost which
includes construction expenditures and other direct costs less any impairment losses. On completion,
construction in progress is transferred to the appropriate categories of property, plant and equipment at
cost less accumulated impairment losses. No depreciation is provided for construction in progress until
they are completed and available for use.

An assetOs carrying amount is written down immediately to its recoverable amount if the assetOs carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are
charged to the profit and loss account.

Intangible assets
Technologies fee

The technologies fee is shown at historical cost. The technologies fee has a definite useful life and is
carried at cost less accumulated amortisation. Amortisation is calculated using the straight line method to
allocate the cost of technologies fee over its estimated useful life of 10 years.

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. A provision for impairment of
trade and other receivables is established when there is objective evidence that the Group will not be able
to collect all amounts due according to the original terms of receivables. The amount of the provision is
the difference between the assetOs carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate. The amount of the provision is recognised in the profit and loss
account.

Impairment of investments in subsidiaries, associates and non-financial assets

Assets that have an indefinite useful life are not subject to amortisation, which are at least tested annually
for impairment and are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. Assets that are subject to amortisation are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the assetOs carrying amount
exceeds its recoverable amount.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

0)

(k)

0]

(m)

(n)

(0)

Impairment of investments in subsidiaries, associates and non-financial assets (Continued)

The recoverable amount is the higher of an assetOs fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that suffered
impairment are reviewed for possible reversal of the impairment at each reporting date.

Stocks and work in progress

Stocks and work in progress are stated at the lower of cost and net realisable value. Cost, calculated on
the weighted average basis, comprises materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity). Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling expenses. A write-down to net realisable
value is a provision that can be subsequently reversed if the underlying facts and circumstances change.

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received from
the lessor) are expensed in the profit and loss account on a straight line basis over the period of the lease.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Transaction costs are
incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or
financial liability, including fees and commissions paid to agents, advisors, brokers and dealers, levies by
regulatory agencies and securities exchanges, and transfer taxes and duties. Borrowings are subsequently
stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in the profit and loss account over the period of the borrowings using the effective
interest method.

Borrowing costs incurred for the construction of any qualifying assets are capitalised during the period of
time that is required to complete and prepare the assets for its intended use. Other borrowing costs are
expensed.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least twelve months after the balance sheet date.

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. However, if the deferred taxation arises from initial recognition of an asset or liability in a
transaction other than a business combination and at the time of the transaction affects neither accounting
nor taxable profit or loss, it is not accounted for. Deferred income tax is determined using tax rates that
have been enacted or substantially enacted by the balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and
associated companies, except where the timing of the reversal of the temporary difference is controlled
by the Group and it is probable that the temporary difference will not reverse in the foreseeable future.
Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly

liquid investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts
are shown in current liabilities on the balance sheet.
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(p) Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events; it is more likely than not that an outflow of resources will be required to settle the obligation; and
the amount has been reliably estimated.

Restructuring provisions comprise lease termination penalties and employee termination payments.
Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of obligations
may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as
interest expenses.

(q) Employee benefits

Employee entitlements to annual and long service leaves are recognised when they accrue to employees.
Provisions are made for the estimated liability for annual leave and long service leave as a result of
services rendered by employees up to the balance sheet date.

The Group pays contributions to separate trustee-administered funds on a mandatory basis. The Group
has no further payment obligation once the contributions have been paid. The contributions are recognised
as employee benefit expense when they are due and are not reduced by contributions forfeited by those
employees who leave the scheme prior to vesting fully in the contribution.

Provisions for bonus plan due wholly within twelve months after balance sheet date are recognised where
contractually obliged or where there is a past practice that has created a constructive obligation.

For shares granted to the employees, the fair value of the employee services received in exchange for the
grant of the shares is recognised as an expense. The total amount to be expensed over the vesting period
is determined by reference to the fair value of the shares granted. At each balance sheet date, the Group
revises its estimates of the number of shares that are expected to vest. It recognises the impact of the
revision of original estimates, if any, in the consolidated profit and loss account, with a corresponding
adjustment to equity.

r) Government grants

Grants from government are recognised at their fair value where there is a reasonable assurance that the
grant will be received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in the consolidated profit and loss
account over the period necessary to match them with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in non-current
liabilities as deferred government grants and are credited to the consolidated profit and loss account on a
straight line basis over the expected lives of the related assets.

(s) Revenue recognition

Sales of goods are recognised when a Group entity has delivered products to the customer, the customer
has accepted the products and collectibility of related receivables is reasonably assured.

() Other income

Interest income is recognised on a time proportion basis, using the effective interest method.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(u) Foreign currency translation
(i) Functional and presentation currency

Items included in the financial statements of each of the GroupOs entities are measured using the
currency of the primary economic environment in which the entity operates (Othe functional
currencyO). The consolidated financial statements are presented in Hong Kong dollars. The
CompanyOs functional currency is Hong Kong dollars.

(i) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the profit and loss
account.

(iii) Group companies

The results and financial position of all the group entities (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency
are translated into the presentation currency as follows:

(i assets and liabilities for each balance sheet presented are translated at the closing rate at
the date of that balance sheet;

(i) income and expenses for each profit and loss account are translated at average exchange
rates (unless this average is not a reasonable approximation of the cumulative effect of
the rates prevailing on the transaction dates, in which case income and expenses are
translated at the dates of the transactions); and

(iii) all resulting exchange differences are recognised as a separate component of equity.

On combination, exchange differences arising from the translation of the net investment in foreign
entities, and of borrowings and other currency instruments designated as hedges of such
investments, are taken to ownersO equity. When a foreign operation is sold, such exchange
differences are recognised in the consolidated profit and loss account as part of the gain or loss
on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and translated at the closing rate.

(v) Dividend distribution

Dividend distribution to the CompanyOs shareholders is recognised as a liability in the GroupOs accounts
in the period in which the dividends are approved by the CompanyOs shareholders.

3 FINANCIAL RISK MANAGEMENT
(a) Financial risk factors

The GroupOs activities expose it to a variety of financial risks: foreign exchange risk, credit risk, liquidity
risk and cash flow interest-rate risk.

(i) Foreign exchange risk

The Group operates principally in Hong Kong and in the People®s Republic of China (the OPRCO)
and is exposed to foreign exchange risk arising from various currency exposures, primarily with
respect to the US dollar and Renminbi. Foreign exchange risk arises from future commercial
transactions, recognised assets and liabilities and net investments in foreign operations. The
Group attempts to minimise its foreign exchange risk exposure through payment of operating
costs and maintenance of borrowings at a balanced mix of major currencies.
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3 FINANCIAL RISK MANAGEMENT (Continued)

(a)

Financial risk factors (Continued)

0]

(i)

(iii)

(iv)

V)

Foreign exchange risk (Continued)

In addition, the conversion of Renminbi into foreign currencies is subject to the rules and
regulations of the foreign exchange controls promulgated by the PRC government.

Credit risk

The GroupOs maximum exposure to credit risk in the event of the counterpartiesO failure to
perform their obligations in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated balance sheet. In order to minimise the credit
risk, the management of the Group has delegated a credit control team be 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 reviews the recoverable
amount of each individual trade debt at each balance sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the directors of the Company consider
that the GroupOs credit risk is significantly reduced.

The credit risk for bank deposits and bank balances exposed is considered minimal as such
amounts are placed with banks with good credit ratings.

Concentration risk

During the year ended 31 December 2006, the GroupOs sales to top 5 customers accounted for
approximately 33.2% (2005: 42.2%) of the total revenue. The Group aims to maintain long-term
relationship with reputable customers in the expansion of its business.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding
through an adequate amount of committed credit facilities and the ability to close out market
positions. Due to the dynamic nature of the underlying businesses, the Group aims to maintain
flexibility in funding by keeping committed credit lines available.

Cash flow and fair value interest rate risk

The GroupOs interest rate risk arises from borrowings. Borrowings issued at variable rates expose
the Group to cash flow interest-rate risk. Other than borrowings, the Group has no significant
interest-bearing assets and liabilities. Accordingly, the GroupOs income and operating cash flows,
other than finance costs, are substantially independent of changes in market interest rates.

(b) Fair value estimation
The nominal value less estimated credit adjustments of receivables and payables, except for long-term
bank loans, are assumed to approximate their fair values. The fair value of financial liabilities for
disclosure purposes is estimated by discounting the future contractual cash flows at the current market
interest rate that is available to the Group for similar financial instruments.
4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions 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.
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(a) Useful lives of property, plant and equipment

The GroupOs management determines the estimated useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based on the historical experience of the actual useful
lives of property, plant and equipment of similar nature and functions. It could change significantly as a
result of technical innovations and competitor actions in response to severe industry cycles. Management
will increase the depreciation charge where useful lives are less than previously estimated lives, or it will
write-off or write-down technically obsolete or non-strategic assets that have been abandoned or sold.

(b) Provision for impairment of trade and other receivables

The Group makes provision for impairment of trade and other receivables based on an assessment of the
recoverability of these receivables. Provisions are applied to trade and other receivables where events or
changes in circumstances indicate that the balances may not be collectible. The identification of impairment
of trade and other receivables requires the use of judgement and estimates. Where the expectation is
different from the original estimate, such difference will impact carrying value of receivables and provision
for impairment losses in the period in which such estimate has been changed.

(c) Net realisable values of stocks and work in progress

Stocks and work in progress are carried at the lower of cost and net realisable value. The cost of stocks
and work in progress is written down to net realisable value when there is an objective evidence that the
cost of stocks and work in progress may not be recoverable. The cost of stocks and work in progress may
not be recoverable if those stocks and work in progress are damaged, if they have become wholly or
partially obsolete, or if their selling prices have declined. The cost of stocks and work in progress may
also not be recoverable if the estimated costs to be incurred to make the sale have increased. The amount
written off to the profit and loss account is the difference between the carrying value and net realisable
value of the stocks and work in progress. In determining whether the cost of stocks and work in progress
can be recoverable, significant judgement is required. In making this judgement, the Group evaluates,
among other factors, the duration and extent by all means to which the amount will be recovered.

5 SEGMENT INFORMATION
(a) Analysis of sales by category

Sales for the years ended 31 December 2005 and 2006 represent principally sales of Printed Circuits
Board (OPCBO) and Copper Clad Laminates (OLaminatesO).

(b) Primary reporting format B business segments

The Group is organised into two main business segments: (i) Manufacturing and distribution of PCB
including provision of circuit design, QTA services and drilling and routing services; (ii) Manufacturing
and distribution of Copper Clad Laminates and Prepreg (OLaminatesO).

Segment assets consist primarily of property, plant and equipment, leasehold land and land use rights,
intangible assets, inventories, receivables and operating cash. They exclude items such as deferred income
taxation, taxation recoverable and amounts due from related parties.

Segment liabilities comprise operating liabilities. They exclude items such as taxation payable and amounts
due to related parties.

Capital expenditure comprises mainly additions to property, plant and equipment, leasehold land and land
use rights and intangible assets as set out in Notes 13, 14 and 18, respectively.

Unallocated assets and liabilities represent assets and liabilities not dedicated to a particular segment,
consist primarily of taxation and amounts due from/to related parties.

Inter-segment sales were conducted with terms mutually agreed among group companies.
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5

SEGMENT INFORMATION (Continued)

(b)

Primary reporting format B business segments (Continued)

The segment results for the years are as follows:

Turnover
PCB
Inter-segment turnover

Subtotal for PCB

Laminates
Inter-segment turnover

Subtotal for Laminates
Total turnover

Segment results

PCB

Laminates

Loss on share reform of an associated company
Interest income

Share of net profit of associated companies
Finance costs

Income tax expense

Profit for the year

Segment assets

PCB

Laminates

Associated companies
Unallocated assets

Total assets

Segment liabilities
PCB

Laminates

Associated companies
Unallocated liabilities

Total liabilities

Capital expenditure
PCB
Laminates

Total capital expenditure

50

2006 2005
HK$O000 HK$O000
2,838,773 2,015,333

) o)
2,838,773 2,015,333
512,466 424,060
(210,841) (222,479)
301,625 201,581
3,140,398 2,216,914
412,303 218,646
57,864 35,662
(52,237) )
6,034 5,599
97,849 55,226
(88,171) (56,914)
(48,718) (18,344)
384,924 239,875
3,553,250 2,752,597
440,968 298,670
441,409 389,947
2,220 36,156
4,437,847 3,477,370
2,285,096 1,735,292
353,600 284,998
120,742 143,952
740,682 33,863
3,500,120 2,198,105
665,753 379,839
19,494 148,489
685,247 528,328
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5 SEGMENT INFORMATION (Continued)
(b) Primary reporting format B business segments (Continued)

Other segment items included in the consolidated profit and loss account are as follows:

2006 2005

HK$0000 HK$0000
Depreciation
PCB 200,264 158,165
Laminates 8,506 1,360
Total depreciation 208,770 159,525
Amortisation of leasehold land and land use rights
PCB 1,876 1,388
Laminates 596 421
Total amortisation 2,472 1,809
Provision for bad and doubtful debts
PCB 15,818 14,370
Laminates 192 b
Total provision for bad and doubtful debts 16,010 14,370
Provision for stocks and work in progress
PCB 12,264 9,096
Laminates (81) (800)
Total provision for stocks and work in progress 12,183 8,296
Amortisation of intangible assets
PCB 1,170 1,170
Laminates b b
Total amortisation of intangible assets 1,170 1,170

(c) Secondary reporting format B geographical segments

The Group primarily operates in Hong Kong and the PRC. Sales are made to overseas customers as well
as customers in Hong Kong and the PRC.

The GroupOs turnover by geographical location is determined by the final destination to where the products
are delivered:

2006 2005

HK$0000 HK$0000
PRC 1,959,283 1,384,950
Hong Kong 186,272 167,867
North Asia 447,602 276,647
North America 182,759 180,695
Europe 224,517 92,452
Southeast Asia 139,965 114,303
Total turnover 3,140,398 2,216,914

51



APPENDIX | FINANCIAL INFORMATION ON THE GROUP

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5 SEGMENT INFORMATION (Continued)

(c) Secondary reporting format B geographical segments (Continued)

The GroupOs assets are located in following geographical areas:

2006 2005
HK$0000 HK$0000
Hong Kong 1,036,940 762,499
PRC 2,957,278 2,288,768
Associated companies 441,409 389,947
Unallocated assets 2,220 36,156
Total assets 4,437,847 3,477,370

The GroupOs capital expenditure, based on where the assets are located, is allocated as follows:

2006 2005
HK$0000 HK$0000
Hong Kong 54,387 168,009
PRC 630,860 360,319
Total capital expenditure 685,247 528,328
6 OTHER INCOME
2006 2005
HK$0000 HK$0000
Sales of scrap 64,805 27,780
Investment tax credits 16,317 15,056
Tooling charges 10,146 6,297
Sundries 4,441 2,072
Sales of raw materials 328 359
Income on acquisition of additional equity
interest of a subsidiarfNote 33(a)) 1,108 b
97,145 51,564

Investment tax credits represent incentives receivable as a result of the re-investment of the dividend income
from subsidiaries in the PRC.

7 EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORSO EMOLUMENTS)
2006 2005
HK$0000 HK$0000
Wages and salaries 400,923 343,882
Retirement benefit costs 18,146 16,805
419,069 360,687
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The Group participates in employee social security plans, including pension, medical and other welfare benefits
organised by the municipal government in the PRC in accordance with relevant regulations. Contributions are
calculated based on certain percentages of the total salary costs of employees, subject to certain ceilings. The
assets of the plans are held separately by the municipal government, which is responsible for the entire pension
obligations payable to the retired employees. The Group has no other obligations except for making these specific
contributions to the plans.

The Group also operates a defined contribution scheme in accordance with the requirements of the Mandatory
Provident Fund Ordinance for all eligible employees in Hong Kong. Contributions to the scheme are calculated
based on certain percentage of the applicable salary costs or pre-determined fixed sums. The assets of the scheme
are held under independent trust funds.

(a) DirectorsO emoluments
2006 2005
HK$0000 HK$0000
Fees 145 300
Other emoluments 13,412 12,008
13,557 12,308

The remuneration of every Director of the Company for the year ended 31 December 2005 is set out

below:
EmployerOs
contribution

Discretionary Other  to pension

Name of Director Fees Salary bonuses benefits scheme Total
HK$0000 HK$0000 HK$0000 HK$0000 HK$0000 HK$0000
Tang Hsiang Chien 100 b 8,827 b b 8,927
Tang Chung Yen, Tom 100 1,390 b 975 60 2,525
Tang Ying Ming, Mai 100 720 b b 36 856
Chung Tai Keung, Canice b b b b b b
Leung Kwan Yuen, Andrew b b b b b b
Lee, Eugene b b b b b b
Li Ka Cheung, Eric b b b b b b
300 2,110 8,827 975 96 12,308

The remuneration of every Director of the Company for the year ended 31 December 2006 is set out

below:
EmployerOs
contribution
Discretionary Other  to pension
Name of Director Fees Salary bonuses benefits scheme Total
HK$0000 HK$0000 HK$0000 HK$0000 HK$0000 HK$0000
Tang Hsiang Chien 73 b b b b 73
Tang Chung Yen, Tom 36 3,491 1,046 1,042 148 5,763
Tang Ying Ming, Mai 36 3,327 b b 143 3,506
Chung Tai Keung, Canice b 2,897 b 1,209 109 4,215
Leung Kwan Yuen, Andrew b b b b b b
Lee, Eugene b b b b b b
Li Ka Cheung, Eric b b b b b b
145 9,715 1,046 2,251 400 13,557
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7 EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORSO EMOLUMENTS) (Continued)

(a) DirectorsO emoluments (Continued)

No directors waived or agreed to waive any emoluments during the years ended 31 December 2005 and
2006. No incentive payment for joining the Group or compensation for loss of office was paid or payable
to any Directors during the years ended 31 December 2005 and 2006.

(b) Five highest paid individuals

The five individuals whose emoluments were the highest in the Group include three (2005: two) directors
for the year ended 31 December 2006, whose emoluments are reflected in the analysis presented above.

The emoluments paid or payable to the remaining two (2005: three) individuals for the year ended 31
December 2006 are as follows:

2006 2005
HK$0000 HK$0000
Basic salaries, housing allowances, share options,
other allowances and benefits in kind 4,432 5,059
Retirement benefit-defined contribution scheme 65 128
4,497 5,187

The emoluments paid or payable to the remaining two (2005: three) individuals for the year ended 31
December 2006 fell within the following bands:

No. of individuals
2006 2005

Emolument bands

Under HK$1,000,000
HK$1,000,001-HK$1,500,000
HK$1,500,001-HK$2,000,000
HK$2,000,001-HK$2,500,000
HK$2,500,001-HK$3,000,000
HK$3,000,001-HK$3,500,000

VRV R A
VAVEUECNGEV)
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8

10

OPERATING PROFIT

Gain on deemed disposal of interest in a subsidjbote)
Loss on deemed disposal of interest in a subsidiary
Raw material and consumables used
Employee benefit expenses
Amortisation of intangible assets
Amortisation of leasehold land and land use rights
Depreciation of property, plant and equipment
(Gain)/loss on disposal of property, plant and equipment
Provision for bad and doubtful debts
Provision for stocks and work in progress
Sales commission
Management fee expense to a related company
AuditorsO remuneration
Operating lease rental expense

b Land and buildings
Others

Total cost of sales, other gain, selling and distribution and

general and administrative expenses

2006 2005
HK$O000 HK$0000
o) (11,042)

) 717
1,568,490 1,049,687
419,069 360,687

1,170 1,170
2,472 1,809
208,770 159,525
(684) 4,436
16,010 14,370
12,183 8,296
12,367 10,866
5,000 5,100
2,887 2,001
3,365 2,480
516,277 404,068
2,767,376 2,014,170

Note: The gain on deemed disposal arises from the deemed disposal of 6.29% equity interest in a subsidiary,
Mica-Ava (Far East) Industrial Limited to Hitachi Chemical Co., Ltd. in January 2005.

FINANCE COSTS

Interest expenses on bank loans, overdrafts and
other short-term loans wholly repayabléthin five years
Less: amount capitalised in construction in progress

INCOME TAX EXPENSE

The amounts of taxation charged to the consolidated profit and loss account represent:

Company and subsidiaries
Current income tax
B Hong Kong profits tax
b Overseas taxation
Deferred income taxNote 27)
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2006 2005
HK$0000 HK$0000
88,171 57,139
1) (225)
88,171 56,914
2006 2005
HK$5000 HK$5000
3,151 (47)
44,875 13,676
692 4,715
48,718 18,344
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

10

INCOME TAX EXPENSE (Continued)

Taxation has been provided at the appropriate tax rates prevailing in the countries in which the Group operates.
Hong Kong profits tax has been provided at the rate of 17.5% (2005: 17.5%) on the estimated assessable profit
for the year ended 31 December 2006. The rates applicable for income tax in the PRC is 33% (2005: 33%) for the
year ended 31 December 2006.

A subsidiary, Dongguan Shengyi Electronics Ltd., is entitled to a relief of income tax in the PRC for a period of
three years from 2003 to 2005. On 1 June 2005, it was approved as a High and New Technology Enterprise by
Science and Technology Department of Guangdong Province and accordingly, it is entitled to a relief of income
tax in the PRC for an extended period of two years from 2006 to 2007. Income tax has been provided at the
effective rate of 18% for the year ended 31 December 2006 and 10% for the year ended 31 December 2005.

In accordance with the relevant applicable tax regulations, Shanghai Meadville Electronics Co., Ltd. and Shanghai
Kaiser Electronics Co., Ltd. established in the PRC as wholly-owned foreign enterprises were entitled to full

exemption from national enterprise income tax for the first two years and 50% reduction in national enterprise
income tax for the next three years, commencing from first profitable years, which are 2004 and 2005 respectively,
after offsetting all unexpired tax losses carried forward from previous years.

Taxation on overseas (mainly United States and Singapore) profits has been calculated on the estimated assessable
profit for the year at the applicable rates of taxation prevailing in the countries in which the Group operates.

There is a new PRC corporate income tax law released on 16 March 2007. Under the new regime, there will be a
uniform Enterprise Income Tax of 25% to all domestic and foreign enterprises in the PRC effective 1 January
2008. Entities currently enjoying preferential tax rates will be transitioned to the new regime over a period of five
years. Management will assess the impact of the new regime when further interpretations of the new regime are
available.

The taxation of the GroupOs profit before income tax differs from the theoretical amount that would arise using
the applicable tax rate, being the weighted average of tax rates prevailing in the territories in which the Group
operates, as follows:

2006 2005
HK$0000 HK$0000
Profit before income tax and share of net profit of
associated companies 335,793 202,993
Tax calculated at applicable tax rate 116,031 58,664
Effect of relief on income tax (87,477) (53,244)
Expenses not deductible for taxation purpose 42,400 6,573
Income not subject to taxation (27,863) (12,636)
Tax losses for which no deferred income tax recognised 5,627 18,987
Income tax expense 48,718 18,344
The weighted average domestic applicable tax rates were:
2006 2005
Weighted average domestic applicable tax rates 34.6% 28.9%

The change in weighted average domestic applicable tax rates above is mainly caused by a change in mix of
profit earned in different tax jurisdictions and changes in respective tax rates as mentioned above.
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11 EARNINGS PER SHARE
(a) Basic
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company
by the weighted average number of ordinary shares in issue during the year. In determining the weighted

average number of ordinary shares in issue, a total of 1,500,000,000 ordinary shares were deemed to be in
issue since 1 January 2005 as detailed in Note 2(a).

2006 2005
Profit attributable to equity holders of the CompghK$O000) 320,017 210,822
Weighted average number of ordinary shares
in issue(shares in thousands) 1,500,000 1,500,000
Basic earnings per shatelK$ per share) 0.21 0.14

(b)  Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares.

During the years ended 31 December 2005 and 2006, there were no potential dilutive ordinary shares
outstanding.

12 DIVIDENDS
No dividend had been paid or declared by the Company since its incorporation. The dividend declared represented
dividends declared by the companies comprising the Group to the then shareholders prior to the Reorganisation.

The rates of dividend and the number of shares ranking for dividends are not presented as such information is not
meaningful having regard to the purpose of this report.
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