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NAM TAI ELECTRONICS, INC. 
CONSOLIDATED STATEMENTS OF INCOME 
 

(In thousands of US dollars, except per share data)  

See accompanying notes to consolidated financial statements.  
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  Year ended December 31, 
  2007  2008  2009 
 

Net sales — third parties $ 780,822  $ 622,852 $ 408,137
Cost of sales   (693,804)  (552,174)  (367,817)
  

     

Gross profit 87,018   70,678 40,320
       

              
General and administrative expenses(1)(2) (29,986)  (29,112) (28,393)
Selling expenses(1) (6,564)  (6,945) (5,266)
Research and development expenses (9,798)  (10,890) (6,273)
Impairment loss on goodwill —   (17,345) —
       

Total operating expenses (46,348)  (64,292) (39,932)
  

     

      
Income from operations 40,670   6,386 388
Other income (expenses), net   2,219   6,428   (256)
Gain on sales of subsidiaries’ shares 390   20,206 —
Gain on disposal of marketable securities 43,815   — —
Interest income 9,163   6,282 818
Interest expense (452)  (356) (202)
       

Income before income taxes 95,805   38,946 748
Income taxes (4,030)  (2,877) (1,283)
  

     

      
Consolidated net income (loss) 91,775   36,069 (535)
              
Net (income) loss attributable to noncontrolling interests (22,272)  (5,434) 2,187
  

     

      
Net income attributable to Nam Tai(3) shareholders $ 69,503  $ 30,635 $ 1,652
  

 

              
Basic earnings per share $ 1.56  $ 0.68 $ 0.04
  

 

              
Diluted earnings per share $ 1.55  $ 0.68 $ 0.04
  

 

 

(1)  The 2009 presentation shows general and administrative expenses and selling expenses as separate line items, whereas the Company’s 
consolidated statements of income for 2007 and 2008, as originally published, combined general and administrative expenses and selling 
expenses as a single line item labeled “Selling, general and administrative expenses.” Selling, general and administrative expenses for 
2007 and 2008 have been presented separately to conform to the 2009 presentation.

 

(2)  General and administrative expenses for the year ended December 31, 2009 include employee severance benefits of $5,058.
 

(3)  “Nam Tai” refers to Nam Tai Electronics, Inc.



  

NAM TAI ELECTRONICS, INC. 
CONSOLIDATED BALANCE SHEETS 
 

(In thousands of US dollars, except share data)  

Commitments and contingencies (Note 15)  

See accompanying notes to consolidated financial statements.  
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  December 31, 
  2008  2009 
 

ASSETS    
Current assets:         

Cash and cash equivalents  $237,017 $182,722
Fixed deposits maturing over three months   — 12,903
Accounts receivable, less allowance for doubtful accounts of $25 and $59 at December 31, 2008 and 

2009, respectively   104,150 57,911
Inventories   27,300 16,054
Entrusted loan receivable   8,199 —
Prepaid expenses and other receivables   4,148   3,079 
Deferred tax assets — current   1,232 1,460

  
 

Total current assets   382,046 274,129
     
Property, plant and equipment, net   108,067   108,110 
Land use right   13,593 13,296
Deposits for property, plant and equipment   2,937 32
Goodwill   2,951 2,951
Deferred tax assets — non-current   3,547 4,486
Other assets   920 920
   

 
Total assets  $514,061 $403,924

  

 

     
LIABILITIES AND EQUITY    
Current liabilities:    

Notes payable  $ — $ 691
Entrusted loan payable   8,199 —
Accounts payable   98,125 58,667
Accrued expenses and other payables   25,967   16,397 
Dividend payable   9,857 —
Income taxes payable   861 656

  
 

Total current liabilities   143,009 76,411
   

Deferred tax liability — non-current   740 1,103
     

Total liabilities   143,749 77,514
   

     
Equity:    

Common shares ($0.01 par value — authorized 200,000,000 shares, issued 44,803,735 shares as at 
December 31, 2008 and 2009)   448 448

Additional paid-in capital   282,767 285,264
Retained earnings   39,054 40,706
Accumulated other comprehensive loss   (8)   (8)

  
 

Total Nam Tai shareholders’ equity   322,261 326,410
   

Noncontrolling interests(1)   48,051   — 
Total equity   370,312 326,410

  
 

     
Total liabilities and equity  $514,061 $403,924

  

 

 

(1)  Noncontrolling interests for 2008 has been reclassified as equity in accordance with Financial Accounting Standard Board (“FASB”) 
Accounting Standards Codification (“ASC”) 810-10-45-16“Consolidated — Overall — Other Presentation Matter — Noncontrolling 
Interest in a Subsidiary.”



                    

NAM TAI ELECTRONICS, INC. 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY AND COMPREHENSIVE INCOME 
 

(In thousands of US dollars, except share and per share data)  

See accompanying notes to consolidated financial statements.  

F-5  

                                         
                      Accumulated                
  Common   Common  Reinstatement  Additional      Other   Nam Tai           Consolidated  
  Shares   Shares  of Redeemed   Paid-in Retained Comprehensive Shareholders’  Noncontrolling  Total Comprehensive
  Outstanding   Amount   Shares   Capital   Earnings   Income (Loss)   Equity   Interests   Equity   Income (Loss)  
   

Balance at January 1, 2007   43,786,586  $ 438  $ 17,159  $ 264,393  $ 25,030  $ 10,074  $ 317,094  $ 48,428  $365,522     
  

 
    

Reinstatement of redeemed 
shares(Note 9(d))   1,017,149   10   (17,159)  17,149   —   —   —   —   —     

Equity-settled share-based 
payment   —   —   —   353   —   —   353   36   389     

Sales of subsidiaries shares to 
noncontrolling interests   —   —   —   —   —   —   —   6,351   6,351     

Reserve shared by 
noncontrolling interests   —   —   —   —   (9,052)  —   (9,052)  9,052   —     

Dividend for noncontrolling 
interests of subsidiaries   —   —   —   —   —   —   —   (3,031)  (3,031)    

Purchases of subsidiaries’ 
shares from noncontrolling 
interest   —   —   —   —   —   —   —   (11,347)  (11,347)    

Consolidated net income   —   —   —   —   69,503   —   69,503   22,272   91,775  $ 91,775 
Unrealized gain of marketable 

securities   —   —   —   —   —   17,451   17,451   5,608   23,059  $ 23,059 
Disposal of marketable 

securities   —   —   —   — — (27,381) (27,381)  (9,941)  (37,322) $ (37,322)
Foreign currency translation   —   —   —   —   —   (152)  (152)  —   (152) $ (152)
                                       

 
 

Consolidated comprehensive 
income                                      $ 77,360 

                                       
 
 

Cash dividends ($0.84 per 
share)   —   —   —   —   (37,635)  —   (37,635)  —   (37,635)    

  
               

    

Balance at December 31, 
2007   44,803,735  $ 448  $ —  $ 281,895  $ 47,846  $ (8) $ 330,181  $ 67,428  $397,609     

                       

Equity-settled share-based 
payment   —   —   —   955   —   —   955   246   1,201     

Repurchase of share options   —   —   —   (83)  —   —   (83)  —   (83)    
Dividend for noncontrolling 

interests of subsidiaries   —   —   —   —   —   —   —   (8,902)  (8,902)    
Disposal of subsidiaries   —   —   —   —   —   —   —   (12,843)  (12,843)    
Purchases of a subsidiary’s 

shares from noncontrolling 
interests   —   —   —   —   —   —   —   (3,312)  (3,312)    

Consolidated net income   —   —   —   —   30,635   —   30,635   5,434   36,069  $ 36,069 
                                       

 
 

Consolidated comprehensive 
income                                      $ 36,069 

                                       
 
 

Cash dividends ($0.88 per 
share)   —   —   —   —   (39,427)  —   (39,427)  —   (39,427)    

                       

Balance at December 31, 
2008   44,803,735  $ 448  $ —  $ 282,767  $ 39,054  $ (8) $ 322,261  $ 48,051  $370,312     

                       

Equity-settled share-based 
payment   —   —   —   67 — — 67   —   67

Purchases of a subsidiary’s 
shares from noncontrolling 
interests   —   —   —   2,430   —   —   2,430   (45,864)  (43,434)    

Consolidated net income 
(loss)   —   —   —   —   1,652   —   1,652   (2,187)  (535) $ (535)

                                         

Consolidated comprehensive 
loss                                      $ (535)

    

Balance at December 31, 
2009   44,803,735  $ 448  $ —  $ 285,264 $ 40,706 $ (8) $ 326,410  $ —  $326,410

  
                 

    



                    

NAM TAI ELECTRONICS, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
 

(In thousands of US dollars)  
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  Year ended December 31, 
  2007  2008  2009 
 

Cash flows from operating activities:     
Consolidated net income (loss)  $ 91,775  $ 36,069  $ (535)

      
Adjustments to reconcile consolidated net income (loss) to net cash provided by operating 

activities:     
Depreciation and amortization 21,501   22,208 23,116
Impairment loss on goodwill —   17,345 —
(Gain) loss on disposal of property, plant and equipment (66)   (13) 1,248
Gain on disposal of marketable securities   (43,815)   —   — 
Gain on sale of a subsidiary’s shares — Nam Tai Electronic & Electrical products 

Limited (“NTEEP”) (325)   — —
Gain on sale of a subsidiary’s shares — J.I.C. Technology Company Limited (“JIC 

Technology”) (65)   (20,206) —
Share-based compensation expenses 389   1,228 67
Dividend withheld —   (305) —
Unrealized exchange gain   (813)   (4,757)   (39)
Deferred income taxes (3,246)   (793) (804)
Changes in current assets and liabilities:     

Decrease (increase) in accounts receivable 21,704   (8,499) 46,239
(Increase) decrease in inventories (1,462)   5,056 11,246
(Increase) decrease in prepaid expenses and other receivables (3,303)   1,574 1,069
(Increase) decrease in income taxes recoverable (1,167)   5,439 —
Increase (decrease) increase in notes payable   79   (4,580)   691 
Decrease in accounts payable (18,567)   (9,201) (39,458)
Increase (decrease) in accrued expenses and other payables 8,041   (4,233) (4,132)
Increase (decrease) in income taxes payable 390   459 (205)

   

Total adjustments   (20,725)   722   39,038 
  

 

      
Net cash provided by operating activities $ 71,050  $ 36,791 $ 38,503
   



                    

NAM TAI ELECTRONICS, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
 

(In thousands of US dollars)  
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  Year ended December 31, 
  2007  2008  2009 
 

Cash flows from investing activities:     
Purchase of property, plant and equipment  $ (13,785)  $ (27,407) $ (30,420)
Decrease (increase) in deposits for property, plant and equipment 73   (2,606) 2,905
(Increase) decrease in entrusted loan receivable —   (8,166) 8,199
Increase in prepayment for land use rights (7,532)   (663) —
(Increase) decrease in other assets (61)   299 —
Proceeds from disposal of marketable securities 53,914   — —
Net cash inflow from disposal of a subsidiary — JIC Technology —   6,671 —
Acquisition of additional shares in subsidiaries   (13,808)   (2,906)  (43,434)
Proceeds from partial disposal of subsidiaries — JIC Technology and NTEEP 7,287   — —
Proceeds from disposal of property, plant and equipment 522   55 872
Increase in fixed deposits maturing over three months —   — (12,903)

   

Net cash provided by (used in) investing activities  $ 26,610  $ (34,723) $ (74,781)
  

 

      
Cash flows from financing activities:     

Cash dividends paid $ (47,796)  $ (47,675) $ (9,857)
Repayment of bank loans (1,972)   (2,648) —
Payment on repurchase of share options   —   (110)  — 
Proceeds from bank loans 2,670   — —
Proceeds from (repayment of) entrusted loan —   8,166 (8,199)

  
 

Net cash used in financing activities $ (47,098)  $ (42,267) $ (18,056)
  

 

      
Net increase (decrease) in cash and cash equivalents 50,562   (40,199) (54,334)
Cash and cash equivalents at beginning of year 221,084   272,459 237,017
Effect of exchange rate changes on cash and cash equivalents 813   4,757 39
  

 

Cash and cash equivalents at end of year $272,459  $237,017 $182,722
  

 

 
Supplemental schedule of cash flow information:             

Interest paid $ 452  $ 356 $ 202
Income taxes paid (received), net 7,697   (2,497) 2,290
Non-cash investing activities:     
Increase (decrease) in construction cost funded through accrued expenses and other 

payables $ —  $ 8,547 $ (5,438)



                    

NAM TAI ELECTRONICS, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

(In thousands of US dollars, except share and per share data)  
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1.  Company Information

  Nam Tai Electronics, Inc. and subsidiaries (the “Company” or “Nam Tai”) is an electronics manufacturing and design services provider 
to a selected group of the world’s leading original equipment manufacturers, or OEMs, of telecommunication and consumer electronic 
products. Through its electronics manufacturing services operations, the Company manufactures electronic components and sub-
assemblies, including flexible printed circuit (“FPC”) board, FPC board subassemblies, liquid crystal display (“LCD”) panels, LCD 
modules, thin film transistor display modules, radio frequency modules, digital audio broadcast modules, internet radio subassemblies, 
image sensors modules and printed circuit board assemblies. These components, modules and subassemblies are used in numerous 
electronic products including mobile phones, Internet Protocol phones, notebook computers, digital cameras, electronic toys, handheld 
video game devices and learning devices. The Company also manufactures finished products, including mobile phone accessories, home 
entertainment products and educational products.

 

  The Company was founded in 1975 and moved its manufacturing facilities to the People’s Republic of China (the “PRC”) in 1980 to take 
advantage of lower overhead costs, lower material costs and competitive labor rates available and subsequently relocated to Shenzhen, 
the PRC in order to capitalize on opportunities offered in Southern PRC. The Company was reincorporated as a limited liability 
International Business Company under the laws of the British Virgin Islands (“BVI”) in August 1987 (which was amended in 2004 as 
The British Virgin Islands Business Companies Act, 2004). The Company’s principal manufacturing and design operations are based in 
Shenzhen, approximately 30 miles from the Hong Kong Special Administrative Region (“Hong Kong”). Its PRC headquarters are located 
in Shenzhen. Some of the subsidiaries’ offices are located in Hong Kong, which provide them access to Hong Kong’s infrastructure of 
communication and banking facilities. As of December 31, 2009, one of the Company’s subsidiaries also maintained an office in Japan. 
The Company’s principal manufacturing operations are conducted in the PRC. The PRC resumed sovereignty over Hong Kong effective 
July 1, 1997, and politically, Hong Kong is an integral part of the PRC. However, for simplicity and as a matter of definition only, our 
references to PRC in these consolidated financial statements mean the PRC and all of its territories excluding Hong Kong.

 

  The Company operates primarily in three reportable segments consisting of consumer electronics and communication products 
(“CECP”), telecommunication components assembly (“TCA”) and LCD products (“LCDP”).

2.  Summary of Significant Accounting Policies

 (a)  Principles of consolidation
 

   The consolidated financial statements include the financial statements of the Company and all of its subsidiaries. The Company 
consolidates companies in which it has controlling interest of over 50%. All significant intercompany accounts, transactions and 
cash flows have been eliminated on consolidation.

 

 (b)  Cash and cash equivalents
 

   Cash and cash equivalents include all cash balances and certificates of deposit having a maturity date of three months or less upon 
acquisition.

 

 (c)  Marketable securities
 

   Marketable securities are principally equity securities and are classified as available-for-sale. Securities classified as available-for-
sale are stated at fair value with unrealized gains and losses recorded as a separate component of accumulated other comprehensive 
income (loss). Realized gains and losses on the sale of the available-for-sale securities are determined using the specific-
identification method and are reflected in income (expenses).
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2.  Summary of Significant Accounting Policies — continued

 (d)  Allowance for doubtful accounts
 

   Accounts receivable balance is recorded net of allowances for amounts not expected to be collected from customers. Because the 
accounts receivable are typically unsecured, the Company periodically evaluates the collectibility of accounts based on a 
combination of factors, including a particular customer’s ability to pay as well as the age of the receivables. To evaluate a specific 
customer’s ability to pay, the Company analyzes financial statements, payment history, third-party credit analysis reports and 
various information or disclosures by the customer or other publicly available information. In cases where the evidence suggests a 
customer may not be able to satisfy its obligation to the Company, a specific allowance would be set up for the perceived risk. If the 
financial condition of customers deteriorates, resulting in an impairment of their ability to make payments, additional allowances 
may be required.

 

 (e)  Inventories
 

   Inventories are stated at the lower of cost or market value. Cost is determined on the first-in, first-out basis. Write downs of 
potentially obsolete or slow-moving inventory are recorded based on management’s analysis of inventory levels.

 

   For the Company’s CECP and TCA reporting units, the Company orders inventory from its suppliers based on firm customer orders 
for products that are unique to each customer. The inventory is utilized in production as soon as all the necessary components are 
received. The only reason that inventory would not be utilized within six months is if a specific customer deferred or canceled an 
order. As the inventory is typically unique to each customer’s products, it is unusual for the Company to be able to utilize the 
inventory for other customers’ products. Therefore, the Company’s policy is to negotiate with the customer for the disposal of such 
inventory that remains unused for six months. The Company does not generally write down its inventories as usually, the customers 
are held to their purchase commitments. However, there are cases where customers are contractually obligated to purchase the 
unused inventory from the Company, but the Company may elect not to immediately enforce such contractual right for business 
reasons. In this connection, the Company will consider writing down these inventory items which remained unused for over six 
months at the Company’s own cost. Prior to writing down, management would determine if the inventory can be utilized in other 
products.

 

   For the Company’s LCDP segment, due to the nature of the business, LCDP customers do not always place orders enough in 
advance to enable the Company to order inventory from suppliers based on firm customer orders. Nonetheless, management 
reviews its inventory balance on a regular basis and writes down all inventory over six months old if it is determined that the 
relevant inventory cannot be utilized in the foreseeable future.

 

 (f)  Property, plant and equipment and land use right
 

   Property, plant and equipment and land use right are recorded at cost and include interest on funds borrowed to finance 
construction, if applicable. No interest was capitalized for the years ended December 31, 2007, 2008 and 2009. The cost of major 
improvements and betterments is capitalized whereas the cost of maintenance and repairs is expensed in the year incurred. Assets 
under construction are not depreciated until construction is completed and the assets are ready for their intended use. Gains and 
losses for the disposal of property, plant and equipment and land use right are included in income.

 

   The majority of the land in Hong Kong is owned by the government of Hong Kong which leases the land at public auction to non-
governmental entities. All of the Company’s leasehold land in Hong Kong have leases of not more than 50 years from the 
respective balance sheet dates. The cost of such leasehold land is amortized on a straight-line basis over the respective terms of the 
leases.

 

   All land in other regions of the PRC is owned by the PRC government. The government in the PRC, according to PRC law, may 
sell the right to use the land for a specified period of time. Thus, all of the Company’s land purchases in the PRC are considered to 
be leasehold land and classified as land use right in the consolidated balance sheets. They are amortized on a straight-line basis over 
the respective term of the right to use the land.

 

   Since August 1, 2009, in order to reflect a more reasonable estimate on the useful lives of the property, plant and equipment, the 
Company computed depreciation expenses using the straight-line method at the following depreciation rates:
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2.  Summary of Significant Accounting Policies — continued

 (f)  Property, plant and equipment and land use right- continued
  
Classification  Prior to August 1, 2009  After August 1, 2009
Land use right  50 years 50 years
Buildings  20 to 50 years 20 years
Machinery and equipment     4 to 12 years  4 years
Leasehold improvements  shorter of lease term or 7 years shorter of lease term or 4 years
Furniture and fixtures  4 to 8 years 4 years
Automobiles  4 to 6 years 4 years
Tools and molds  4 to 6 years 2 years

   The above change in depreciation rates decreased operating income, net income, basic and diluted earnings per share by 2009 are 
$2,308, $1,643, $0.04 and $0.04, respectively.

 

 (g)  Goodwill
 

   The excess of the purchase price over the fair value of net assets acquired is recorded on the consolidated balance sheet as goodwill.
 

   Goodwill is not amortized, but is tested for impairment at the reporting unit level at least on an annual basis at the balance sheet 
date or more frequently if certain indicators arise. The Company operates in three reporting units, which are its reportable segments 
of CECP, TCA and LCDP. If business conditions or other factors cause the profitability and cash flows of the reporting unit to 
decline, the Company may be required to record impairment charges for goodwill at that time. The goodwill impairment review is a 
two-step process in accordance with the Statement of Financial Accounting Standard (“SFAS”) No. 142 “Goodwill and Other 
Intangible Assets”, which is now codified as Financial Accounting Standard Board (“FASB”) Accounting Standards Codification 
(“ASC”) 350-20 “Goodwill” effective for interim and annual periods ending after September 15, 2009. First step consists of a 
comparison of the fair value of a reporting unit with its carrying value. An impairment loss may be recognized if the review 
indicates that the carrying value of a reporting unit exceeds its fair value. Estimates of fair value are primarily determined by using 
discounted cash flows method. If the carrying amount of a reporting unit exceeds its fair value, second step requires the fair value of 
the reporting unit to be allocated to all of the assets and liabilities (including any unrecognized intangible assets) of that reporting 
unit, resulting in an implied fair value of goodwill. If the carrying amount of the goodwill of the reporting unit exceeds the implied 
fair value, an impairment charge is recorded which is equal to the excess of the carrying amount over the fair value.

 

   The impairment review is highly judgmental and involves the use of significant estimates and assumptions. These estimates and 
assumptions have a significant impact on the amount of any impairment charge recorded. Discounted cash flow methodology is 
based on a number of estimates and assumptions, including the projected future operating results of the reporting unit, discount rate, 
long-term growth rate and appropriate market comparables.

 

   No impairment loss on goodwill was recognized in 2007 and 2009. Impairment loss on goodwill on the LCDP reporting unit of 
$17,345, as more fully described in Note 5, was identified and recognized in 2008.

 

 (h)  Impairment or disposal of long-lived assets
 

   Long-lived assets are included in impairment evaluations when events and circumstances exist that indicate the carrying value of 
these assets may not be recoverable. In accordance with SFAS No. 144 “Accounting For the Impairment or Disposal of Long-Lived 
Assets”, which is now codified as FASB ASC 360 “Property, Plant and Equipment” effective for interim and annual periods 
ending after September 15, 2009, the Company assesses the recoverability of the carrying value of long-lived assets by first 
grouping its long-lived assets with other assets and liabilities at the lowest level for which identifiable cash flows largely 
independent of the cash flows of other assets and liabilities (the asset group) and, secondly, estimating the undiscounted future cash 
flows that are directly associated with and expected to arise from the use of and eventual disposition of such asset group. The 
Company estimates the undiscounted cash flows over the remaining useful life of the primary asset within the asset group. If the 
carrying value of the asset group exceeds the estimated undiscounted cash flows, the Company records an impairment charge to the 
extent the carrying value of the long-lived asset exceeds its fair value. The Company determines fair value through quoted market 
prices in active markets or, if quotations of market prices are unavailable, through the performance of internal analysis using a 
discounted cash flow methodology or obtains external appraisals from independent valuation firms. The undiscounted and 
discounted cash flow analyses based on a number of estimates and assumptions, including the expected period over which the asset 
will be utilized, projected future operating results of the asset group, discount rate and long-term growth rate.
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2.  Summary of Significant Accounting Policies — continued

 (h)  Impairment or disposal of long-lived assets- continued
 

   Long-lived assets to be disposed of are stated at the lower of fair value or carrying value. Expected future operating losses from 
discontinued operations are recorded in the periods in which the losses are incurred. During the fourth quarter of 2008, the market 
price of the Company’s shares first dropped to a level where, based on the daily closing price of its shares from October 22, 2008 to 
December 31, 2008, the Company’s market capitalization was less than its book value at December 31, 2008. Accordingly, and 
despite, the lack of a substantial history at the time that would indicate whether the effect of prevailing market and economic 
conditions on the Company’s stock price reflected an aberration or a sustained decline, in accordance with FASB ASC 360, the 
Company reviewed its long-lived assets of property, plant and equipment and land use rights for potential impairment as at 
December 31, 2008. In view of the sustained level of the Company’s stock price during 2009 and its resulting market capitalization 
throughout 2009 at a level below its recorded book value at December 31, 2009, the Company conducted a similar review of Nam 
Tai’s long-lived assets for potential impairment. The testing resulting from the Company’s reviews of undiscounted projected cash-
flows associated with those assets indicated that the carrying value of the Company’s long-lived assets at December 31, 2008 and at 
December 31, 2009 to be less than the fair value and the sum of undiscounted cash flows. Accordingly, the Company concluded 
that the carrying values of Nam Tai’s long-lived assets were not impaired at December 31, 2008 and 2009.

 

 (i)  Accruals and provisions for loss contingencies
 

   The Company makes provisions for all loss contingencies when information available prior to the issuance of the consolidated 
financial statements indicates that it is probable that an asset has been impaired or a liability has been incurred at the date of the 
consolidated financial statements and the amount of loss can be reasonably estimated.

 

   For provisions or accruals related to litigation, the Company makes provisions based on information from legal counsels and the 
best estimation of management. The Company assesses the potential liability for the significant legal proceedings in accordance 
with Statement of Financial Accounting Standards No. 5, “Accounting for Contingencies”, or SFAS 5 (which is now codified as 
FASB ASC 450 “Contingencies”). FASB ASC 450 requires a liability to be recorded if the contingency loss is probable and the 
amount of loss can be reasonably estimated. The actual resolution of the contingency may differ from the Company’s estimates. If 
the contingency was settled for an amount greater than the estimate, a future charge to income would result. Likewise, if the 
contingency was settled for an amount that is less than our estimate, a future credit to income would result.

 

 (j)  Revenue recognition
 

   The Company recognizes revenue when all of the following conditions are met:

 •  Persuasive evidence of an arrangement exists,
 

 •  Delivery has occurred or services have been rendered,
 

 •  Price to the customer is fixed or determinable, and
 

 •  Collectability is reasonably assured.

   Revenue from sales of products is recognized when the title is passed to customers upon shipment and when collectability is 
reasonably assured. The Company does not provide its customers with the right of return (except for quality), price protection, 
rebates or discounts. There are no customer acceptance provisions associated with the Company’s products, except for quality. All 
sales are based on firm customer orders with fixed terms and conditions, which generally cannot be modified.

 

   Certain of the Company’s subsidiaries are subject to value-added tax of 17% on the revenue earned for goods and services sold in 
the PRC. The Company presents revenue net of such value-added tax which amounted to nil, $1,357 and $369 for the years ended 
December 31, 2007, 2008 and 2009, respectively.

 

 (k)  Shipping and handling costs
 

   Shipping and handling costs are classified as cost of sales for materials purchased and selling expenses for those costs incurred in 
the delivery of finished products. During the years ended December 31, 2007, 2008 and 2009, shipping and handling costs 
classified as costs of sales were $523, $503 and $363, respectively. During the years ended December 31, 2007, 2008 and 2009, 
shipping and handing costs classified as selling expenses were $1,027, $840 and $669, respectively.



                    

F-12

2.  Summary of Significant Accounting Policies — continued

 (l)  Research and development costs
 

   Research and development costs are incurred in the development of new products and processes, including significant 
improvements and refinements to existing products and are expensed as incurred.

 

 (m)  Advertising expenses
 

   The Company expenses advertising costs as incurred. Advertising expenses were $137, $132 and $36 for the years ended 
December 31, 2007, 2008 and 2009, respectively.

 

 (n)  Staff retirement plan costs
 

   The Company’s costs related to the staff retirement plans (see Note 11) are charged to the consolidated statement of income as 
incurred.

 

 (o)  Income taxes
 

   Deferred income taxes are provided using the asset and liability method. Under this method, deferred income taxes are recognized 
for all significant temporary differences at enacted rates and classified as current or non-current based upon the classification of the 
related asset or liability in the consolidated financial statements. A valuation allowance is provided to reduce the amount of deferred 
tax assets if it is considered more likely than not that some portion of, or all, the deferred tax asset will not be realized.

 

   The Company adopted FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an interpretation of FASB 
Statement No. 109” (“FIN 48”), which stipulates the accounting for uncertainty in income taxes recognized in an enterprise’s 
financial statements, and prescribes a recognition threshold and measurement attribute for the financial statement recognition and 
measurement of a tax position taken or expected to be taken in a tax return. It also provides accounting guidance on de-recognition, 
classification, interest and penalties, accounting in interim periods, disclosure and transition. FIN 48 is now included in and codified 
as FASB ASC 740 “Income taxes” effective for interim and annual periods ending after September 15, 2009.

 

 (p)  Foreign currency transactions and translations
 

   All transactions in currencies other than functional currencies during the year are translated at the exchange rates prevailing on the 
respective transaction dates. Monetary assets and liabilities existing at the balance sheet date denominated in currencies other than 
functional currencies are remeasured at the exchange rates existing on that date. Exchange differences are recorded in the 
consolidated statement of income.

 

   The functional currency of the Company and its subsidiaries include the U.S. dollar or the Hong Kong dollar. The financial 
statements of all subsidiaries are translated in accordance with SFAS No. 52, “Foreign Currency Translation” which is now 
codified as FASB ASC 830 “Foreign Currency Matters” effective for the interim and annual periods ending after September 15, 
2009. All assets and liabilities are translated at the rates of exchange ruling at the balance sheet date and all income and expense 
items are translated at the average rates of exchange over the year. All exchange differences arising from the translation of 
subsidiaries’ financial statements are recorded as a component of comprehensive income.

 

   The exchange rates between the Hong Kong dollar and the U.S. dollar were approximately 7.7998, 7.7499 and 7.7543 as of 
December 31, 2007, 2008 and 2009, respectively.

 

 (q)  Earnings per share
 

   Basic earnings per share is computed by dividing net income attributable to common shareholders by the weighted average number 
of common shares outstanding during the year.

 

   Diluted earnings per share gives effect to all dilutive potential common shares outstanding during the year. The weighted average 
number of common shares outstanding is adjusted to include the number of additional common shares that would have been 
outstanding if the dilutive potential common shares had been issued.

 

 (r)  Stock options
 

   The Company has a stock-based employee compensation plan, as more fully described in Note 9(b). The Company measures the 
cost of employee services received in exchange for an award of equity instruments based on the grant-date fair value of the award. 
That cost is recognized over the period during which an employee is required to provide service, the requisite service period 
(usually the vesting period), in exchange for the award. The grant-date fair value of employee share options and similar instruments 
are estimated using option-pricing models. If the award is modified after the grant date, incremental compensation cost is 
recognized in an amount equal to the excess of the fair value of the modified award over the fair value of the original award 
immediately before the modification.
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2.  Summary of Significant Accounting Policies — continued

 (s)  Use of estimates
 

   The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from those estimates.

 

 (t)  Comprehensive income (loss)
 

   Accumulated other comprehensive income (loss) represents principally unrealized gains and losses on marketable securities and 
foreign currency translation adjustments and is included in the consolidated statement of changes in equity.

 

 (u)  Fair value of financial instruments
 

   The carrying amounts of cash and cash equivalents, fixed deposits maturing over three months, accounts receivable, other 
receivable, entrusted loan receivable, notes payable, accounts payable, other payables, dividend payable and entrusted loan payable 
approximate their fair values due to the short term nature of these instruments. The carrying amount of long term debt also 
approximates fair value due to the variable nature of the interest calculations.

 

   In September 2006, the FASB issued SFAS No. 157 “Fair Value Measurements” (“SFAS 157”). SFAS 157 defines fair value, 
establishes a framework for measuring fair value, and enhances fair value measurement disclosure. In October 2008, the FASB 
issued FASB Staff Position (“FSP”) 157-3 “Determining the Fair Value of a Financial Asset When the Market for That Asset Is Not 
Active” (“FSP SFAS 157-3”). FSP SFAS 157-3 clarifies the application of SFAS 157 in a market that is not active, and provides 
guidance on the key considerations in determining the fair value of a financial asset when the market for that financial asset is not 
active. Effective January 1, 2008, the Company adopted the measurement and disclosure requirements related to financial assets and 
financial liabilities. The adoption of SFAS 157 for financial assets and financial liabilities did not have a material impact on the 
Company’s results of operations or the fair values of its financial assets and liabilities.

 

   FSP SFAS 157-2, “Effective Date of FASB Statement No. 157” (“FSP SFAS 157-2”) delayed the effective date of SFAS 157 for all 
nonfinancial assets and nonfinancial liabilities, except for items that are recognized or disclosed at fair value in the financial 
statements on a recurring basis (at least annually), until the fiscal year beginning after November 15, 2008. The application of SFAS 
157 to nonfinancial assets and liabilities did not have a material impact on the Company’s results of operations and financial 
position.

 

   In April 2009, the FASB issued FSP SFAS 157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset or 
Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly”. It amends the other-than-temporary 
impairment guidance in Accounting Principle Generally Accepted in the United States (U.S. GAAP) for debt securities to make the 
guidance more operational and to improve the presentation and disclosure of other-than-temporary impairments on debt and equity 
securities in the financial statements. This FSP does not amend existing recognition and measurement guidance related to other-
than-temporary impairments of equity securities. FAS 157-4 is effective for the interim and annual periods ending after June 15, 
2009 and the adoption of FAS 157-4 did not have a material impact on the Company’s results of operations and financial position.

 

   SFAS 157 is now codified as FASB ASC 820 “Fair Value Measurements and Disclosures” effective for interim and annual periods 
ending after September 15, 2009. The adoption of FASB ASC 820 did not have a material impact on the Company’s results of 
operations and financial position.

 

   As of December 31, 2008 and 2009, the Company did not have any nonfinancial assets and liabilities that are recognized or 
disclosed at fair value in the financial statements, at least annually, on a recurring basis.

 

 (v)  Recent changes in accounting standards
 

   In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities—
Including an amendment of FASB Statement No. 115” (“SFAS 159”). Under SFAS 159, a company may choose, at specified 
election dates, to measure eligible items at fair value and report unrealized gains and losses on items for which the fair value option 
has been elected in earnings at each subsequent reporting date. Effective January 1, 2008, the Company adopted SFAS 159, which 
is now codified as FASB ASC 825-10-50-28 “Financial Instruments — overall — disclosure — Fair value Option”, but the 
Company has not elected the fair value option for any eligible financial instruments as of December 31, 2008 and 2009.



                    

F-14

2.  Summary of Significant Accounting Policies — continued

 (v)  Recent changes in accounting standards- continued
 

   In December 2007, the FASB issued SFAS No. 141 (Revised 2007), “Business Combination” (“SFAS 141R”). SFAS 141R is 
relevant to all transactions or events in which one entity obtains control over one or more other businesses. SFAS 141R requires an 
acquirer to recognize any assets and noncontrolling interest acquired and liabilities assumed to be measured at fair value as of the 
acquisition date. Liabilities related to contingent consideration are recognized and measured at fair value on the date of acquisition 
rather than at a later date when the amount of the consideration may be resolved beyond a reasonable doubt. This revised approach 
replaces SFAS 141’s cost allocation process in which the cost of an acquisition was allocated to the individual assets acquired and 
liabilities assumed based on their respective fair value. SFAS 141R requires any acquisition-related costs and restructuring costs to 
be expensed as incurred as opposed to allocating such costs to the assets acquired and liabilities assumed as previously required by 
SFAS 141. Under SFAS 141R, an acquirer recognizes liabilities for a restructuring plan in purchase accounting only if the 
requirements of SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities”, are met. SFAS 141R allows for 
the recognition of pre-acquisition contingencies at fair value only if these contingencies are likely to materialize. If this criterion is 
not met at the acquisition date, then the acquirer accounts for the non-contractual contingency in accordance with recognition 
criteria set forth under SFAS No. 5, “Accounting for Contingencies”, in which case no amount should be recognized in purchase 
accounting. SFAS 141R is effective as of the beginning of an entity’s first fiscal year that begins after December 15, 2008, which is 
now codified as FASB ASC 805 “Business Combination”. The adoption of SFAS 141R did not have a material impact on the 
Company’s financial position, results of operations and cash flows.

 

   In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements — An 
Amendment of ARB No. 51” (“SFAS 160”). This Statement amends ARB No. 51 to establish accounting and reporting standards for 
the noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. It clarifies that a noncontrolling interest in a 
subsidiary is an ownership interest in the consolidated entity and should be reported as equity on the financial statements. SFAS 160 
requires consolidated net income to be reported at amounts that include the amounts attributable to both the parent and the 
noncontrolling interest. Furthermore, disclosure of the amounts of consolidated net income attributable to the parent and to the 
noncontrolling interest is required on the face of the financial statements. SFAS 160 is effective as of the beginning of an entity’s 
first fiscal year that begins after December 15, 2008 and now is codified as FASB ASC 810-10-45-16 “Consolidation —Overall —
Other Presentation Matter — Noncontrolling Interest in a Subsidiary”. Accordingly, in 2009, minority interests has been renamed 
noncontrolling interests, consolidated net income (loss) is reported at amounts that include the amounts attributable to both 
noncontrolling interests and Nam Tai’s shareholders for all periods presented. In addition, noncontrolling interests has been 
reported as a component of equity in the consolidated balance sheets and consolidated statements of changes in equity and 
comprehensive income for all periods presented. The Company has retrospectively applied the presentation to its prior year 
balances in the consolidated financial statements. 

 

   In April 2008, the FASB issued FSP SFAS 142-3, “Determination of the Useful Life of Intangible Assets”. This FSP amends the 
factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized 
intangible asset under SFAS No. 142, “Goodwill and Other Intangible Assets”. This FSP is effective for fiscal years beginning after 
December 15, 2008 and interim periods within those fiscal years. The guidance for determining the useful life of a recognized 
intangible asset in this FSP shall be applied prospectively to intangible assets acquired after the effective date. This FSP is now 
codified as FASB ASC 350-20, “Intangibles — Goodwill and Other Goodwill” effective for interim and annual periods ending after 
September 15, 2009. The adoption of FASB ASC 350-20 did not have a material impact on the Company’s financial position, 
results of operations and cash flows.

 

   In June 2008, the FASB issued FSP Emerging Issues Task Force (“EITF”) 03-6-1, “Determining Whether Instruments Granted in 
Share-Based Payment Transactions Are Participating Securities”. This FSP gives guidance on the computation of earnings per 
share and the impact of share-based instruments that contain certain non-forfeitable rights to dividends or dividend equivalents. The 
FSP is effective for fiscal years beginning after December 31, 2008 and is now codified as FASB-ASC 718 “Compensation-Stock 
Compensation” effective for interim and annual periods ending after September 15, 2009. The adoption of FASB-ASC 718 did not 
have a material impact on the Company’s financial position, results of operations and cash flows.

 

   In November 2008, the FASB ratified the consensus reached by the Task Force in EITF Issue 08-7, “Accounting for Defensive 
Intangible Assets” (“EITF 08-7”). EITF 08-7 requires entities that will acquire a defensive intangible asset after the effective date of 
SFAS 141R which is now codified as FASB ASC 805 “Business Combination” effective for interim and annual periods ending 
after September 15, 2009, to account for the acquired intangible asset as a separate unit of accounting and amortize the acquired 
intangible asset over the period during which the asset would diminish in value. EITF 08-7 is effective for defensive intangible 
assets acquired in fiscal years beginning on or after December 15, 2008. The adoption of EITF 08-7 did not have a material impact 
on the Company’s financial position, results of operations and cash flows.
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2.  Summary of Significant Accounting Policies — continued

 (v)  Recent changes in accounting standards- continued
 

   In April 2009, the FASB issued FSP SFAS 141(R)-1, “Accounting for Assets Acquired and Liabilities Assumed in a Business 
Combination That Arise from Contingencies “. FAS 141(R)-1 amends and clarifies FASB Statement No. 141 (revised 2007), 
“Business Combinations”, to address application issues raised by preparers, auditors, and members of the legal profession on initial 
recognition and measurement, subsequent measurement and accounting, and disclosure of assets and liabilities arising from 
contingencies in a business combination. FAS 141(R)-1 is effective for the interim and annual periods ending after June 15, 2009, 
which is now codified as FASB ASC 805 “Business Combination”. The adoption of FASB ASC 805 did not have a material impact 
on the Company’s financial position, results of operations and cash flows.

 

   In April 2009, the FASB issued FSP SFAS 115-2 and FAS 124-2, “Recognition and Presentation of Other-Than-Temporary 
Impairments”. FAS 115-2 and FAS 124-2 amends the other-than-temporary impairment guidance in U.S. GAAP for debt securities 
to make the guidance more operational and to improve the presentation and disclosure of other-than-temporary impairments on debt 
and equity securities in the financial statements. This FSP does not amend existing recognition and measurement guidance related 
to other-than-temporary impairments of equity securities. FSP SFAS 115-2 and FAS 124-2 are effective for the interim and annual 
periods ending after June 15, 2009, which is now codified as FASB ASC 320 “Investments — Debt and Equity Securities”. The 
adoption of FASB ASC 320 did not have a material impact on the Company’s financial position, results of operations and cash 
flows.

 

   In April 2009, the FASB issued FSP SFAS 107-1 and APB 28-1, “Interim Disclosures about Fair Value of Financial Instruments”. 
FSP amends SFAS 107, “Disclosures about Fair Value of Financial Instruments”, to require disclosures about fair value of 
financial instruments for interim reporting periods of publicly traded companies as well as in annual financial statements. This FSP 
also amends APB Opinion No. 28, Interim Financial Reporting, to require those disclosures in summarized financial information 
and is effective for the interim and annual periods ending after June 15, 2009. SFAS 107 is now codified as FASB ASC 825-10-50 
“Financial Instrument-Overall-Disclosure”. The adoption of FASB ASC 825-10-50 did not have a material impact on the 
Company’s financial position, results of operations and cash flows.

 

   In May 2009, the FASB issued FSP SFAS 165 “Subsequent Events”. The objective of this Statement is to establish general 
standards of accounting for and disclosure of events that occur after the balance sheet date but before financial statements are issued 
or are available to be issued. SFAS 165 is effective for the interim and annual periods ending after June 15, 2009, which is now 
codified as FASB ASC 855 “Subsequent Events”. The adoption of FASB ASC 855 did not have a material impact on the 
Company’s financial position, results of operations and cash flows. Effective February 24, 2010, the Company adopted Accounting 
Standards Update (“ASU”) No. 2010-09, “Subsequent Events (Topic 855): Amendments to Certain Recognition and Disclosure 
Requirements”, which removes the requirement to disclose the date through which subsequent events have been evaluated. The 
adoption of the ASU did not have a material impact on the Company’s financial position, results of operations and cash flows. 

 

   In June 2009, the FASB issued FSP SFAS 166, “Accounting for Transfers of Financial Assets—an amendment of FASB Statement 
No. 140”. The objective of this Statement is to improve the relevance, representational faithfulness, and comparability of the 
information that a reporting entity provides in its financial reports about a transfer of financial assets; the effects of a transfer on its 
financial position, financial performance, and cash flows; and a transferor’s continuing involvement in transferred financial assets. 
SFAS 166 is effective for the interim and annual periods ending after June 15, 2009, which is now codified as FASB ASC 860-10 
“Transfers and Servicing - Overall”. The adoption of FASB ASC 860-10 did not have a material impact on the Company’s 
financial position, results of operations and cash flows.

 

   In June 2009, the FASB issued FSP SFAS 167 “Amendments to FASB Interpretation No. 46” The objective of this Statement is to 
amend certain requirements of FASB Interpretation No. 46 (revised December 2003), “Consolidation of Variable Interest Entities”, 
to improve financial reporting by enterprises involved with variable interest entities and to provide more relevant and reliable 
information to users of financial statements. SFAS 167 is effective for the interim and annual periods ending after June 15, 2009, 
which is now codified as FASB ASC 810-10-50-2A “Consolidation — Overall — Disclosure — Variable Interest Entities”. The 
adoption of FASB ASC 810-10-50-2A did not have a material impact on the Company’s financial position, results of operations 
and cash flows.

 

   In June 2009, the FASB issued SFAS 168, “The FASB Accounting Standards CodificationTM and the Hierarchy of Generally 
Accepted Accounting Principles - a replacement of FASB Statement No 162”, which supersedes all existing non-SEC accounting 
and reporting standards. The codification does not change GAAP but rather organizes it into a new hierarchy with two levels: 
authoritative and non-authoritative. All authoritative GAAP carries equal weight and is organized in a topical structure. The 
adoption of SFAS 168 did not have a material impact on the Company’s financial position, results of operations and cash flows.
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2.  Summary of Significant Accounting Policies — continued

 (v)  Recent changes in accounting standards- continued
 

   In August 2009, the FASB issued ASU No. 2009-05, “Fair Value Measurements and Disclosures (Topic 820)”. This ASU applies 
to all entities that measure liabilities at fair value within the scope of Topic 820 and provides clarification on how to measure 
liabilities at fair value when a quoted price in an active market is not available and clarify that it is not required to include a separate 
input or adjustment to other inputs relating to a restriction of transfer of liabilities. The adoption of ASU No. 2009-05 did not have a 
material impact on the Company’s financial position, results of operations and cash flows.

 

   In September 2009, the FASB issued ASU No. 2009-06, “Income Taxes (Topic 740)—Implementation Guidance on Accounting for 
Uncertainty in Income Taxes and Disclosure Amendments for Nonpublic Entities”, and it provides implementation guidance on 
accounting for uncertainty in income taxes effective for interim and annual reporting period ending on or after September 15, 2009. 
The adoption of ASU No. 2009-06 did not have any impact on the Company’s financial position, results of operations and cash 
flows.

 

   In September 2009, the FASB issued ASU No. 2009-12, “Fair Value Measurements and Disclosures (Topic 820): Investments in 
Certain Entities That Calculate Net Asset Value per Share (or Its Equivalent)”. This update applies to all entities that hold an 
investment that is required to be measured or disclosed at fair value on a recurring or nonrecurring basis. These amendments permit, 
as a practical expedient, a reporting entity to measure the fair value of investment on the basis of the net asset value per share of the 
investment and require disclosures by major category of investment within the scope of this update. ASU No. 2009-12 is effective 
for interim and annual periods ending after December 15, 2009 and the adoption is not expected to have a material impact on the 
Company’s financial position, results of operations and cash flows.

 

   In December 2009, the FASB issued ASU No. 2009-17, “Consolidations (Topic 810): Improvements to Financial Reporting by 
Enterprises Involved with Variable Interest Entities”. The amendments in this update are the result of FASB Statement No. 167 
“Amendments to FASB Interpretation No. 46 (R)”, which is now codified as FASB ASC 810-10-50-2A “Consolidation — Overall 
— Disclosure — Variable Interest Entities” and is effective for the interim and annual periods ending after December 15, 2009. The 
adoption of ASU No. 2009-17 is not expected to have a material impact on the Company’s financial position, results of operations 
and cash flows.

 

   In January 2010, the FASB issued ASU No. 2010-02, “Consolidation (Topic 810)”, in which it clarifies that the scope of the 
decrease in ownership provision of the Subtopic and related guidance applies to a subsidiary or group of assets that is a business or 
nonprofit activity, but does not apply to sales of substance real estate & conveyances of oil and gas mineral rights. ASU No. 2010-
02 is effective for the interim and annual periods ending after December 15, 2009. The adoption of ASU No. 2010-02 is not 
expected to have a material impact on the Company’s financial position, results of operations and cash flows.

3.  Inventories
 

  Inventories consist of the following:
    
At December 31,  2008 2009
  

 

Raw materials  $16,910 $11,401
Work-in-progress   4,351 1,879
Finished goods   6,039 2,774
   

   $27,300 $16,054
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4.  Property, Plant and Equipment, net
 

  Property, plant and equipment, net consist of the following:
    
At December 31,  2008 2009
  

 

At cost:    
Buildings  $ 50,497 $ 89,335
Machinery and equipment   122,448   127,369 
Leasehold improvements   30,782 29,239
Furniture and fixtures   2,631 2,771
Automobiles   1,110 1,107
Tools and molds   263 235
   

Total   207,731 250,056
Less: accumulated depreciation   (128,192) (146,751)
  

 

    79,539 103,305
Construction in progress   28,528   4,805 
  

 

Net book value  $ 108,067 $ 108,110
   

  Depreciation expenses were $21,414, $21,901 and $22,819 for the years ended December 31, 2007, 2008 and 2009 respectively.

5.  Goodwill

  A summary of the changes in the carrying value of goodwill, by reporting unit, is as follows:
     
  CECP   LCDP     
  reporting  reporting     
  unit   unit   Total  
Balance at January 1, 2008 $ 2,951  $ 17,345 $ 20,296
Impairment loss on goodwill —   (17,345) (17,345)
           

Balance at December 31, 2008 and 2009 $ 2,951  $ — $ 2,951
   

 
  

 
  

 
 

  In 2008, the Company performed the first step of its goodwill impairment test for each of its reporting units and determined that the 
carrying value of the LCDP reporting unit exceeded its fair value in 2008 due to a combination of factors, including the deteriorating 
macro-economic environment which resulted in a significant decline in customer demand, intense pricing pressure and increasing 
competition of LCDP reporting unit. The fair value of the LCDP reporting unit was estimated using a discounted cash flow methodology. 
Having determined that the goodwill of the LCDP reporting unit was potentially impaired, the Company began performing the second 
step of the goodwill impairment analysis which involves calculating the implied fair value of its goodwill by allocating the fair value of 
the reporting unit to all of its assets and liabilities other than goodwill and comparing the residual amount to the carrying value of 
goodwill. Accordingly, the Company recorded a goodwill impairment loss of $17,345 on the LCDP reporting unit for the year ended 
December 31, 2008.

 

  In 2009, the fair value of the CECP reporting unit was determined using a discounted cash flow methodology, based on a discount rate of 
9.8% and expected future cash flows. The expected future cash flows were based on a five-year plan (after taking into account of the 
impact of the current financial crisis) provided by management and with a reasonable growth rate covering the five-year period as well as 
the period beyond. The Company completed its annual impairment analysis for 2009 and concluded that the fair value of the CECP 
reporting unit exceeded its carrying value as of December 31, 2009. Therefore, no impairment loss was recognized in 2009.
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6.  Investments

 (a)  Investments in available-for-sale marketable securities
 

   In January 2002, the Company acquired a 6% equity interest in TCL Holdings Corporation Ltd., now known as TCL Corporation, 
for a consideration of $11,968. TCL Corporation, an enterprise established in the PRC, is the parent company of the TCL Group of 
companies. TCL Corporation’s scope of business includes the import and export of raw materials, the design, manufacturing and 
sales and marketing of telephones, VCD players, color television sets, mobile phones and other consumer electronic products. TCL 
Corporation changed from a limited liability company to a company limited by shares in April 2002 (the “Establishment Date”).

 

   In January 2004, TCL Corporation listed its A-shares on the Shenzhen Stock Exchange at RMB4.26 (equivalent to US$0.52) per A-
share. The Company’s interest in TCL Corporation was then diluted to 3.69% and represented 95.52 million promoter’s shares of 
TCL Corporation after its initial public offering. According to Article 147 of the Company Law of the PRC, the Company was 
restricted to transfer its promoter’s shares within three years from the Establishment Date. The Company was, however, entitled to 
dividend and other rights similar to the holders of A-shares.

 

   In April 2006, pursuant to the Split Share Structure Reform (“SSR”) of TCL Corporation, the Company’s interest in TCL 
Corporation was changed from 95,516,112 promoter shares to 80,600,173 A-shares diluting its interest from 3.69% to 3.12%. As a 
result of the reduction in the number of shares in TCL Corporation, the Company recorded a loss of $1.3 million ($1.9 million 
before sharing with noncontrolling interests). The A-shares became tradable on the Shenzhen Stock Exchange after the expiration of 
12 months from April 20, 2006, which was the first trading day after the SSR was formally implemented.

 

   In April 2007, the Company disposed of its entire interest in the A-shares of TCL Corporation through the Shenzhen Stock 
Exchange. The net proceeds from the disposal were $54 million (net of commission, expenses and stamp duty), resulting in a gain 
of approximately $43.8 million.
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6. Investments — continued

 (b)  Investments in Subsidiaries 
    
      Percentage of ownership
Subsidiaries  Place of  Principal  as at December 31,
  incorporation  activity  2008  2009
 

Consolidated principal subsidiaries:   
              
Jetup Electronic (Shenzhen) Co., Ltd. (“Jetup”)  PRC Manufacturing and trading   74.88% 100%
NTEEP  Cayman Islands Investment holding   74.88% 100%
Nam Tai Group Management Limited (“NTGM”)  Hong Kong Inactive   100% 100%
Nam Tai Holdings Limited  BVI Investment holding   74.88% 100%
Nam Tai Investments Consultant (Macao Commercial Offshore) 

Company Limited  
Macao Inactive 

 
 74.88% 100%(1)

Namtai Japan Company Limited  Japan Provision of sales  
co-ordination and 
marketing services  

 74.88% 100%(1)

Nam Tai Investment Limited  Hong Kong Investment holding   74.88% 100%
Nam Tai Telecom (Hong Kong) Company Limited  Hong Kong Inactive   100% 100%
Nam Tai Trading Company Limited (“NTTC”)  Hong Kong Inactive   100% 100%
Namtai Electronic (Shenzhen) Co., Ltd. (“NTSZ”)  PRC Manufacturing and trading   74.88% 100%
Zastron Electronic (Shenzhen) Co. Ltd. (“Zastron Shenzhen”)   PRC  Manufacturing and trading   74.88%  100%
Zastron Precision-Tech Limited (“ZPTL”) Cayman Islands Investment holding   74.88% —(2)

Zastron (Macao Commercial Offshore) Company Limited Macao Inactive   74.88% 100%(1)

Wuxi Zastron Precision-Tech Co., Ltd. (“Wuxi Zastron Tech”) PRC Manufacturing and trading   74.88% 100%
Wuxi Zastron Precision-Flex Co., Ltd. (“Wuxi Zastron Flex”) PRC Manufacturing and trading   74.88% 100%

 

(1)  In the process of de-registration as of December 31, 2009.
 

(2)  Disposed to a director of the Company, at a consideration of $0.1.
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6. Investments — continued

 (b)  Investments in Subsidiaries — continued
 

   Significant transactions

 (i)  In May 2007, the Company acquired a total of 54,514,000 ordinary shares of NTEEP for cash consideration of $13,054. In 
June 2007, the Company disposed of a total of 29,199,000 ordinary shares of NTEEP for cash considerations of approximately 
$6,586. The disposal resulted in a net gain on partial disposal of a subsidiary of approximately $325 after deducting the goodwill 
of $134. The acquisition and disposal resulted in 73.18% equity interest held in NTEEP as of December 31, 2007.

 

   In May, June and July 2008, the Company further acquired a total of 14,986,000 ordinary shares of NTEEP for cash 
consideration of $2,906 resulting in 74.88% equity interest held in NTEEP as of December 31, 2008.

 

   In 2009, the Company acquired all of the outstanding 221,455,118 ordinary shares of NTEEP for a cash consideration of $43,434 
and completed the privatization of NTEEP. As a result of the privatization, the additional paid-in capital increased by $2,430 in 
2009.

 

 (ii)  In December 2007, the Company completed its reorganization of internal structure involving its two former Hong Kong Stock 
Exchange (“SEHK”) listed subsidiaries, NTEEP and JIC Technology (“Reorganization”). The purpose of the Reorganization was 
for the Company to centralize all electronic manufacturing services (“EMS”) business into NTEEP and non-EMS business into 
JIC Technology. The result was to turn NTEEP into a flagship EMS provider.

 

   Pursuant to the Reorganization, NTEEP acquired 100% equity interests in ZPTL and 100% equity interests in Jetup from the 
Company while JIC Technology acquired 100% equity interest in both Shenzhen Namtek Company Limited (“Namtek 
Shenzhen”) and Namtek Japan Company Limited (“Namtek group”).

 

   Upon the completion of the Reorganization, the Company’s effective shareholding in Namtek group increased from 73.18% to 
74.99% while the effective shareholding in ZPTL and Jetup decreased from 100% to 73.18%, and 74.99% to 73.18%, 
respectively. The Company continued to own 73.18% and 74.99% equity interest in NTEEP and JIC Technology respectively as 
of December 31, 2007.

 

 (iii)  In February 2008, the Company entered into a share purchase agreement with an independent third party, pursuant to which the 
Company agreed to sell its entire interest in JIC Technology and its subsidiaries to this independent third party for a cash 
consideration of approximately $51,100. The disposal completed in March 2008 and resulted in a net gain of approximately 
$20,206. Upon the completion of the disposal, the Company no longer has any equity interest in JIC Technology and its 
subsidiaries, including the Namtek group.

   Retained earnings and reserves
 

   The Company’s retained earnings are not restricted as to the payment of dividends except to the extent dictated by prudent business 
practices. The Company believes that there are no material restrictions, including foreign exchange controls, on the ability of its non-
PRC subsidiaries to transfer surplus funds to the Company in the form of cash dividends, loans, advances or purchases. With respect to 
the Company’s PRC subsidiaries, there are restrictions on the payment of dividends and the distribution of dividends from the PRC. 
On March 16, 2007, the PRC promulgated the Law of the PRC on Enterprise Income Tax (the “New Law”) by Order No. 63 of the 
President of the PRC. Please refer to Note 12 for further details of the New Law. The New Law became effective from January 1, 
2008. Prior to the enactment of the New Law, when dividends are paid by the Company’s PRC subsidiaries, such dividends would 
reduce the amount of reinvested profits and accordingly, the refund of taxes paid might be reduced to the extent of tax applicable to 
profits not reinvested. Subsequent to the enactment of the New Law, due to the removal of tax benefit related to reinvestment of 
capital in PRC subsidiaries, the Company may not reinvest the profits made by the PRC subsidiaries. Payment of dividends by PRC 
subsidiaries to foreign investors on profits earned subsequent to January 1, 2008 will also be subject to withholding tax under the New 
Law. In addition, pursuant to the relevant PRC regulations, a certain portion of the profits made by these subsidiaries must be set aside 
for future capital investment and are not distributable, and the registered capital of the Company’s PRC subsidiaries are also restricted. 
These reserves and registered capital of the PRC subsidiaries amounted to $270,509 and $270,548 as of December 31, 2008 and 2009, 
respectively. However, the Company believes that such restrictions will not have a material effect on the Company’s liquidity or cash 
flows.



                    

The subsidiaries of the Company have credit facilities with various banks representing notes payable, trade acceptances, import facilities, 
revolving loans and overdrafts. At December 31, 2008 and 2009, these facilities totaled $30,231 and $5,129, of which $30,231 and $4,144 
were unused at December 31, 2008 and 2009, respectively. The maturity of these facilities is generally up to 120 days. Interest rates are 
generally based on the banks’ usual lending rates in Hong Kong or the PRC and the credit lines are normally subject to annual review. The 
banking facilities are secured by guarantee given by Nam Tai.  

Total banking facilities utilized which are usance bills pending maturity may not agree to notes payable due to bank having not yet received 
the bills of goods from vendors as of the balance sheet date.  

The notes payable carried no interest during 2009.  
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7. Accrued expenses and other payables

  Accrued expenses and other payables consisted of the following:
    
At December 31,  2008  2009 
   

Accrued salaries  $ 3,661  $ 3,258 
Accrued bonus   2,162 844
Accrued tooling and equipment charges   2,597 2,112
Accrued professional fees   3,623 1,826
Construction payable   8,223 2,785
Others   5,701 5,572
   

   $25,967 $16,397
  

 

8. Bank Loans and Banking Facilities

     
At December 31,  2008  2009
  

 

Usance bills pending maturity  $— $ 985
   

Total banking facilities utilized   — 985
Less: Outstanding letters of credit   — (294)
  

 

Notes payable  $— $ 691
  

 

9. Equity

 (a)  The Company has only one class of common shares authorized, issued and outstanding.
 

 (b)  Stock Options

   In May 2001 (and amended in July 2004 and in November 2006), the Board of Directors approved a stock option plan which would 
grant 15,000 options to each non-employee director of the Company elected at each annual general meeting of shareholders, and might 
grant options to key employees, consultants or advisors of the Company or any of its subsidiaries to subscribe for its shares in 
accordance with the terms of this stock option plan based on past performance and/or expected contributions to the Company. The 
maximum number of shares to be issued pursuant to the exercise of options granted was 3,300,000 shares. The options granted under 
this plan generally have a term of two to three years, subject to the discretion of the Board of Directors, but cannot exceed ten years.
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9. Equity — continued

  (b)  Stock Options — continued

   In February 2006, the Board of Directors approved another stock option plan, which was subsequently approved by the shareholders at 
the 2006 annual general meeting of shareholders, with the same terms and conditions. However, the maximum number of shares to be 
issued pursuant to exercise of options granted was 2,000,000 shares.

 

   A summary of stock option activity during the three years ended December 31, 2009 is as follows:
       
      Weighted    
      average     
  Number of   exercise   Weighted average  
  options   price   fair value per option 
 

Outstanding and exercisable at January 1, 2007   780,000  $ 21.09  $ 6.78 
Granted 115,000   12.32  2.80
Expired (600,000)  20.84  6.77

   
 
  

 
  

 
 

Outstanding and exercisable at December 31, 2007 295,000  $ 18.19  $ 5.24
Granted 175,000   10.79  1.34
Expired   (90,000)  21.62   6.95 
Canceled (140,000)  10.51  1.71
Repurchased (225,000)  15.57  3.62

   
 
  

 
  

 
 

Outstanding and exercisable at December 31, 2008 15,000  $ 22.25  $ 6.64
Granted   75,000   4.41   0.89 
Expired (15,000)  22.25  6.64

   
 
  

 
  

 
 

Outstanding and exercisable at December 31, 2009 75,000  $ 4.41  $ 0.89
           

   In October 2008, 225,000 stock options were repurchased and canceled by the Company. The repurchase prices of these options were 
the same as the fair values of these options calculated on the date of repurchase and the amounts paid for the repurchases were charged 
to equity.

 

   Details of the options granted by the Company in 2007, 2008 and 2009 are as follows:
      
Number of    Exercise   
options granted  Vesting period  price  Exercisable period
 

In 2007     
 75,000  100% vested at date of grant   $12.42  June 8, 2007 to June 7, 2010 (note 1)
 40,000 

 
100% will vest one year after date of 
grant   

$12.13 May 14, 2008 to May 13, 2011 (note 2)

       
In 2008     
 50,000  100% vested at date of grant   $ 9.86 February 5, 2008 to February 4, 2011 (note 2)
 75,000  100% vested at date of grant   $12.03 June 6, 2008 to June 5, 2011 (note 1)
 50,000  100% vested at date of grant   $ 9.86  September 24, 2008 to September 24, 2011 (note 2)
       
In 2009     
 75,000  100% vested at date of grant   $ 4.41 June 5, 2009 to June 4, 2012

Notes: 
 

1.  These options were repurchased during 2008.
 

2.  These options were canceled during 2008.
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9. Equity — continued

 (b)  Stock Options — continued
 

   As of December 31, 2009, there were no non-vested stock options. The total amount of recognized compensation expense in 2007, 
2008 and 2009 was $353, $955 and $67, respectively.

 

   The following summarizes information about stock options outstanding at December 31, 2009. 75,000 stock options are exercisable as 
of December 31, 2009.

      
      Weighted average
  Number  remaining contractual
Weighted average exercise price  of options  life in months

$4.41    75,000  29.1
   

 

 

 

 

 

 

 

 

   The weighted average remaining contractual life of the stock options outstanding at December 31, 2007 2008 and 2009 was 
approximately 20, 5 and 29 months, respectively. The weighted average fair value of options granted during 2007, 2008 and 2009 was 
$2.80, $1.34 and $0.89, respectively, using the Black-Scholes option-pricing model based on the following assumptions:

   
Year ended December 31,  2007  2008  2009

Risk-free interest rate 4.63% to 5.03%  2.08% to 2.73% 1.5%
Expected life  3 to 4 years  3 years  3 years
Expected volatility 37.22% to 55.09% 35.49% to 38.00% 52.34%
Expected dividend yield 9.42%  8.16% 9.98%

 (c)  Share Buy — back
 

   No shares were repurchased during the years ended December 31, 2007, 2008 and 2009.
 

 (d)  Share Redemptions and Reinstatement of Redeemed Shares
 

   On January 22, 1999, pursuant to its Articles of Association, the Company redeemed and canceled 415,500 shares of the Company 
registered in the name of Tele-Art Inc. (“Tele-Art”) at a price of $3.73 per share for $1,549.

 

   On August 12, 2002, pursuant to its Articles of Association, the Company redeemed and canceled an additional 509,181 shares of the 
Company beneficially owned by Tele-Art at a price of $6.14 per share for $3,125.

 

   No shares have been redeemed since August 12, 2002.
 

   On November 20, 2006, judgment was rendered by the Lords of the Judicial Committee of the Privy Council of the United Kingdom 
(the “Privy Council”), declaring that the redemptions by the Company of its common shares beneficially owned by Tele-Art on 
January 22, 1999 and August 12, 2002 were nullities and that the register of members of the Company (i.e. the Company’s 
shareholders’ register) should be rectified to reinstate the redeemed shares together with any other shares which have since accrued by 
way of exchange or dividend.

 

   Following the November 20, 2006 judgment, the Company received the order from the Privy Council on January 9, 2007 to rectify the 
share register of Nam Tai by registering such 1,017,149 (after adjustment of the 1 for 10 stock dividend on November 7, 2003) shares 
(the “Redeemed Shares”) in the name of Bank of China (Hong Kong) Limited (“Bank of China”). In March 2007, the Company issued 
the 1,017,149 common shares. However, as the court judgment was determined in 2006, the Company accounted for the obligation to 
reinstate the Redeemed Shares at their fair value (i.e. market closing price) on November 20, 2006, the date of the judgment.
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10. Earnings Per Share

      The calculations of basic earnings per share and diluted earnings per share are computed as follows:
     
      Weighted   
      average number  Per share
Year ended December 31, 2007  Income  of shares  amount

Basic earnings per share $69,503   44,583,585 $1.56
Effect of dilutive securities — Stock options —   963 —
Effect of reinstatement of redeemed shares —   220,150 —
  

 

Diluted earnings per share $69,503   44,804,698 $1.55
  

 

  220,000 options to purchase shares of common stock were excluded in the computation of 2007 diluted earnings per share as their effects 
were anti-dilutive.
     
      Weighted   
      average number  Per share
Year ended December 31, 2008  Income  of shares  amount

Basic earnings per share $30,635   44,803,735 $0.68
Effect of dilutive securities — Stock options —   2,046 —
   

Diluted earnings per share $30,635   44,805,781 $0.68
  

 

  15,000 options to purchase shares of common stock were excluded in the computation of 2008 diluted earnings per share as their effects 
were anti-dilutive.
    
      Weighted   
      average number  Per share
Year ended December 31, 2009 Income  of shares amount

Basic earnings per share $1,652   44,803,735 $0.04
Effect of dilutive securities — Stock options —   6,063 —
  

 

Diluted earnings per share $1,652   44,809,798 $0.04
  

 

11. Staff Retirement Plans

      The Company operates a retirement benefit scheme (“RBS”) for all qualifying employees in Macao (terminated in March 2009) and a 
Mandatory Provident Fund (“MPF”) scheme for all qualifying employees in Hong Kong. The RBS and MPF are defined contribution 
schemes and the assets of the schemes are managed by trustees independent to the Company.

 

  Both the RBS and MPF are available to all employees aged 18 to 64 and with at least 60 days of service under the employment of the 
Company in Macao and Hong Kong. Contributions are made by the Company at 5% based on the staff’s relevant income. The maximum 
relevant income for contribution purpose per employee is $3 per month. Staff members are entitled to 100% of the Company’s 
contributions together with accrued returns irrespective of their length of service with the Company, but the benefit can be withdrawn by 
the employees in Macao at the end of employment contracts while the benefits are required by law to be preserved until the retirement age 
of 65 for employees in Hong Kong.

 

  According to the applicable laws and regulations in the PRC, the Company is required to contribute 10% to 11% of the stipulated salary 
set by the local government of Shenzhen. The principal obligation of the Company with respect to these retirement benefit schemes is to 
make the required contributions under the scheme. No forfeited contributions may be used by the employer to reduce the existing level of 
contributions.

 

  The cost of the Company’s contribution to the staff retirement plans in Macao, Hong Kong Japan and the PRC amounted to $1,800, 
$1,814 and $1,480 for the years ended December 31, 2007, 2008 and 2009, respectively.
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12.  Income Taxes
 

  The components of income before income taxes are as follows:
     
Year ended December 31,  2007  2008  2009
 

 
 

PRC, excluding Hong Kong and Macao $78,318  $ 3,055 $ 4,629
Hong Kong, Macao and other jurisdictions 17,487   35,891 (3,881)
   

  $95,805  $38,946 $ 748
  

 

  The Company’s income is not subject to taxation in BVI under the current BVI law. Subsidiaries operating in Hong Kong and the PRC 
are subject to income taxes as described below, and the subsidiaries operating in Macao are exempted from income taxes. Under the 
current Cayman Islands law, ZPTL, NTEEP and JIC Technology are not subject to profit tax in the Cayman Islands as they have no 
business operations in the Cayman Islands. However, they may be subject to Hong Kong income taxes as described below if they have 
income earned in or derived from Hong Kong, if applicable.

 

  The provision for current income taxes of the subsidiaries operating in Hong Kong has been calculated by applying the rate of taxation of 
17.5% for the year ended December 31, 2007 and 16.5% for the years ended December 31, 2008 and 2009 to the estimated income 
earned in or derived from Hong Kong during the respective years if applicable.

 

  The basic corporate tax rate for Foreign Investment Enterprises (“FIEs”) in the PRC, such as NTSZ, Zastron Shenzhen, Namtek 
Shenzhen and Jetup (collectively the “Shenzhen PRC subsidiaries”) was 33% (30% state tax and 3% local tax) as of December 31, 2007. 
However, because all of these PRC subsidiaries are located in Shenzhen and are involved in production operations, they qualified for a 
special reduced state tax rate of 15%. In addition, the local tax authorities in Shenzhen were not levying any local tax as of December 31, 
2007. In 2006, two new FIEs, Wuxi Zastron Tech and Wuxi Zastron Flex were established. They are located in Wuxi, Jiangsu Province, 
the PRC and Wuxi Zastron Flex commenced production in 2009. They are entitled to an exemption from the enterprise income tax in the 
PRC for two years commencing from 2008, following a 50% relief from enterprise income tax in the PRC for the next three years.

 

  Pursuant to the old PRC Tax Law, for FIEs such as NTSZ, Zastron Shenzhen, Namtek Shenzhen and Jetup which export 70% or more of 
the production value of their products, a reduction in the tax rate was available; in all cases apart from the years in which a tax holiday 
and tax incentive is available, there is an overall minimum tax rate of 10%. The following details the tax concessions received by the 
Company’s Shenzhen PRC subsidiaries under the old PRC Tax Law:

 •  In 2007, NTSZ paid $9,145 and received a tax refund of $544 for being an export-oriented enterprise for the year 2006, and $431 
from reinvestment of profit for the year 2005. In 2008, NTSZ received a tax refund of $2,045 from profit reinvestment for 2005 and 
2006, and $3,568 for being an export-oriented enterprise for year 2007.

 

 •  In 2007, Zastron Shenzhen paid $354 and received a tax refund of $191 and $494 from reinvestment of profits for 2005 and 2006, 
respectively.

 

 •  In 2007, Namtek Shenzhen was entitled to a 5% tax refund for being an export-oriented enterprise.
 

 •  In 2007, Jetup received a tax refund of $137 for being an export-oriented enterprise for the year 2006. Besides, Jetup also received 
$98 and $258 from reinvestment of profits for the years 2005 and 2006, respectively.

  In year 2006, a FIE whose foreign investor directly reinvests by way of capital injection its share of profits obtained from that FIE or 
another FIE owned by the same foreign investor in establishing or expanding an export-oriented or technologically advanced enterprise in 
the PRC for a minimum period of five years may obtain a refund of the taxes already paid on those profits. NTSZ, Zastron Shenzhen and 
Jetup qualified for such refunds of taxes as a result of reinvesting their profit earned in previous years by their respective holding 
companies. As a result, the Company recorded tax expense net of the benefit related to the refunds. At December 31, 2007, tax 
recoverable under such arrangements was $5,365, which was included in income taxes recoverable and received during 2008.

 

  On March 16, 2007, the PRC promulgated the New Law. Under the New Law which became effective from January 1, 2008, inter alia, 
the tax refund under the capital reinvestment scheme as described above is removed. As a result, for 2007, the Shenzhen PRC subsidiaries 
have continued to provide enterprise income tax at a tax rate of 10% as discussed above. In addition, under the New Law, all enterprises 
(both domestic enterprises and FIEs) will have one uniform tax rate of 25%. On December 6, 2007, the State Council of the PRC issued 
Implementation Regulations of the New Law. The New Law and Implementation Regulations have changed the tax rate from 15% to 
18%, 20%, 22%, 24% and 25% for years ended December 31, 2008 and 2009, and the years ending December 31, 2010, 2011 and 2012, 
respectively, for Shenzhen PRC subsidiaries. In 2007, the deferred tax balance was adjusted to reflect the tax rates that are expected to 
apply. Moreover, under the New Law, there is no reduction in the tax rate for FIEs which export 70% or more of the production value of 
their products with effect from January 1, 2008. As such, the Company does not have any further benefit for 2008 and 2009 after the 
implementation of the New Law.

 

  The Company, which has subsidiaries that are tax resident in the PRC, will be subject to the PRC dividend withholding tax of 5% when 
and if undistributed earnings are declared to be paid as dividends commencing on January 1, 2008 to the extent those dividends are paid 
out of profits that arose on or after January 1, 2008.
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12.  Income Taxes-continued
 

  The limitation of the Company’s obligation for the 5% dividend withholding tax to only those dividends paid out of earnings that arose 
on or after January 1, 2008 is due to guidance issued by the PRC government in February 2008. As such, the Company’s tax provision 
includes $740 and $363 of income tax expense for the 5% dividend withholding tax on the balance of distributable earnings that arose on 
or after January 1, 2008 within its PRC subsidiaries as of December 31, 2008 and 2009 respectively.

 

  Uncertainties exist with respect to how the PRC’s current income tax law applies to the Company’s overall operations, and more 
specifically, with regard to tax residency status. The New Law includes a provision specifying that legal entities organized outside of the 
PRC will be considered residents for PRC income tax purposes if their place of effective management or control is within PRC. The 
Implementation Rules to the New Law provide that non-resident legal entities will be considered PRC residents if substantial and overall 
management and control over the manufacturing and business operations, personnel, accounting, properties, etc. occurs within the PRC. 
Additional guidance is expected to be released by the PRC government in the near future that may clarify how to apply this standard to 
taxpayers. Despite the present uncertainties resulting from the limited PRC tax guidance on the issue, the Company does not believe that 
its legal entities organized outside of the PRC should be treated as residents for the New Law’s purposes. If one or more of the 
Company’s legal entities organized outside of the PRC were characterized as PRC tax residents, the impact would adversely affect the 
Company’s results of operation.

 

  The Company has made its assessment of the level of tax authority for each tax position (including the potential application of interest 
and penalties) based on the technical merits, and has measured the unrecognized tax benefits associated with the tax positions. Based on 
the evaluation by the Company, it is concluded that there are no significant uncertain tax positions requiring recognition in the 
consolidated financial statements. The Company classifies interest and/or penalties related to unrecognized tax benefits as a component of 
income tax provisions; however, as of December 31, 2008 and 2009, there were no interest and penalties related to uncertain tax 
positions, and the Company had no material unrecognized tax benefit which would favorably affect the effective income tax rate in future 
periods. The Company does not anticipate any significant increases or decreases to its liability for unrecognized tax benefit within the 
next twelve months. Other than the audit by the Hong Kong tax authorities as described below, the tax positions for the years 2007 to 
2009 may be subject to examination by the PRC and Hong Kong tax authorities.

 

  Since the fourth quarter of 2007, various of our inactive subsidiaries have been involved in tax disputes from year 1996 onwards with the 
Inland Revenue Department of Hong Kong, or HKIRD, the income tax authority of the Hong Kong Government.

 

  In October 2007, the HKIRD issued an assessment Determination against NTTC, a limited liability company incorporated in Hong Kong 
and an indirect wholly owned subsidiary of the Company. This assessment relates to four tax years from 1996/1997 to 1999/2000. The 
taxes assessed in this proceeding amount to approximately $2,900.

 

  After consulting Hong Kong tax experts, Nam Tai believed that the position of the HKIRD for the years in question was incorrect as a 
matter of law and accordingly NTTC objected to the HKIRD’s assessment and appealed it to the Hong Kong Board of Review, an 
independent body established under Hong Kong Inland Revenue Ordinance to hear appeals of HKIRD assessments. In December 2008, 
the Board of Review dismissed the Company’s appeal. According to advice from Senior Counsel in Hong Kong, the Court of Appeal in 
Hong Kong is unlikely to disturb the findings of the Board of Review. As such, NTTC has decided not to proceed with the appeal.

 

  In addition to the assessment Determination of October 2007, in May 2008, the HKIRD issued a writ against NTTC claiming taxes in the 
amount of approximately $3,000 for the taxable years from 1997/1998 to 2000/2001, partially overlapping the taxes against NTTC 
assessed by HKIRD in its assessment Determination of October 2007. Nam Tai’s defence was then struck out by the District Court in 
Hong Kong. According to advice from Senior Counsel in Hong Kong, the Court of Appeal is unlikely to disturb the findings of the 
District Court. As such, NTTC has decided not to appeal against the decision of the District Court.

 

  The HKIRD has also made estimated assessments against NTGM, another wholly owned subsidiary of Nam Tai, which has been inactive 
since 2005. This assessment, which relates to the tax years of 2001 and 2002, is in the amount of approximately $172, including interest 
allegedly due thereon. On December 17, 2008, the Hong Kong tax authorities issued a Writ of Summons through the District Court in 
Hong Kong claiming against NTGM for the amount of $172 as taxes allegedly due and payable, together with interest, to the Hong Kong 
tax authorities for the fiscal years 2001 to 2002. NTGM filed its defense on January 29, 2009, but on February 17, 2009, HKIRD filed 
papers seeking to strike out the Defence. As the Defence of NTGM was similar to the defense of NTTC and Senior Counsel has advised 
that the Defence of NTTC is not arguable before the court, NTGM has accordingly agreed with HKIRD to allow Judgment to be entered 
against NTGM by consent.

 

  HKIRD does not accept Nam Tai’s explanations that it was necessary for these subsidiaries to perform their individual functions for the 
whole Nam Tai group and therefore the management fees paid by the Company by contract to support and finance all the necessary 
overhead expenses of these subsidiaries (not located in Hong Kong) to contribute to the businesses representing the administration and 
finance departmental functions for the whole group under the corporate structure at that time were not regarded as necessary expenses by 
HKIRD.
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12.  Income Taxes-continued
 

  Since it is believed that it will be difficult for these subsidiaries to continue co-operating with HKIRD in the future, if the Company 
discontinues financing these subsidiaries, they will be forced to liquidate in due course. As these subsidiaries do not conduct any business 
and have been inactive or dormant for some time, and have either assets of limited book-value or no assets, it is believed that there should 
be no impact from these proceeding on the Company’s financial condition, liquidity or results of operations.  
 

Accordingly, no provision has been made regarding these assessments in Nam Tai’s consolidated financial statements.
 

  The current and deferred components of the income tax expense appearing in the consolidated statements of income are as follows:
      
Year ended December 31,  2007 2008 2009
 

 
 

Current tax  $(7,276) $(3,670) $(2,087)
Deferred tax   3,246  793 804
  

 

   $(4,030) $(2,877) $(1,283)
  

 

  The Company’s deferred tax assets and liabilities as of December 31, 2008 and 2009 are attributable to the following:
    
December 31,  2008 2009
Net operating losses  $ 2,860 $ 2,634
Obsolete inventories   199 171
Allowance for doubtful accounts   5 47
Property, plant and equipment   3,546 4,486
Employee severance benefits   —   196 
  

   

Total deferred tax assets   6,610 7,534
Less: valuation allowance   (1,831) (1,588)
     

Deferred tax assets   4,779 5,946
  

   

Deferred tax liability arising from withholding tax on undistributed earnings of PRC subsidiaries   (740) (1,103)
     

Net deferred tax  $ 4,039 $ 4,843
  

   

  Movement of valuation allowance:
       
December 31,  2007 2008 2009
At beginning of the year $1,647  $1,040 $1,831
Current year (reduction) addition  (607)  1,227 (276)
Disposal of a subsidiary  —   (399) —
Change in tax law  —   (37) 33
  

     

At end of the year $1,040  $1,831 $1,588
  

 

  The valuation allowance as of December 31, 2008 and 2009 was related to net operating losses carried forward that, in the judgment of 
management, are more likely than not that the assets will not be realized. In assessing the realizability of deferred tax assets, management 
considers whether it is more likely than not that some portion or all of the deferred tax assets will be realized. The ultimate realization of 
deferred tax assets is dependent upon the generation of future taxable income during the periods in which those temporary differences 
become deductible.

 

  As of December 31, 2007, 2008 and 2009, the Company had net operating losses of $5,943, $3,663 and $3,326, respectively, which may 
be carried forward indefinitely. As of December 31, 2009, the Company had net operating losses of $6,410 and $5,392, respectively, 
which will expire in the year ending December 31, 2013 and 2014, respectively. 

 

  A reconciliation of the income tax expense to the amount computed by applying the current tax rate to the income before income taxes in 
the consolidated statements of income is as follows:
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12.  Income Taxes — continued
     
Year ended December 31,  2007  2008  2009
  

     

Income before income taxes $ 95,805  $38,946 $ 748
PRC tax rate   15%   18%   20%
Income tax expense at PRC tax rate on income before income tax $(14,371)  $ (7,010) $ (150)
Effect of difference between Hong Kong and PRC tax rates applied to Hong Kong 

income 132   (71) (485)
Effect of tax holidays and tax incentives 3,902   — —
Effect of change in tax law 3,246   330 364
Change in valuation allowance 607   (1,227) 276
Deferred tax liability on withholding tax on undistributed profits of PRC subsidiaries   —   (740)   (363)
Effect of income not taxable for tax purpose 3,418   7,307 —
Tax benefit (expense) arising from items which are not assessable (deductible) for tax 

purposes:     
Exempted interest income 124   57 —
Exempted exchange gain 984   1,000 —
Non-deductible legal and professional fees (332)   (146) —
Non-deductible impairment loss on goodwill   —   (3,122)   — 
Non-deductible and non-taxable items (672)   655 (766)

Under-provision of income tax expense in prior years (877)   — (46)
Others (191)   90 (113)
       

   $ (4,030)  $ (2,877)  $(1,283)
  

     

  No income tax arose in the United States of America in any of the periods presented.
 

  Additional tax that would otherwise have been payable without tax holidays and tax concessions amounts to approximately $3,902, nil 
and nil in the years ended December 31, 2007, 2008 and 2009, respectively (representing a decrease in the basic earnings and diluted 
earnings per share of $0.08, nil and nil in the years ended December 31, 2007, 2008 and 2009, respectively).

13.  Entrusted loan receivable/payable
 

  During the year ended December 31, 2008, two of the PRC subsidiaries of the Company, NTSZ and Jetup, entered into an entrusted loan 
arrangement in the amount of $8,199 with a bank, in which NTSZ acts as the entrusting party, the bank acts as the lender and Jetup acts 
as the borrower (the “Entrusted Loan”). The Entrusted Loan receivable and Entrusted Loan payable cannot be offset and bear interest of 
5% per annum and are repayable within one year. The Entrusted Loan is used to finance the operation and working capitals needs of 
Jetup. The entrusted loan was repaid in July 2009.

14.  Financial Instruments
 

  The Company’s financial instruments that are exposed to concentrations of credit risk consist primarily of its cash and cash equivalents 
and accounts receivable. As at December 31, 2009, two major receivables accounted for 35% and 13% of total accounts receivable.

 

  The Company’s cash and cash equivalents are deposits placed at banks with high credit ratings. This investment policy limits the 
Company’s exposure to concentrations of credit risk.

 

  The accounts receivable balances largely represent amounts due from the Company’s principal customers who are generally international 
organizations with high credit ratings. Letters of credit are the principal security obtained to support lines of credit or negotiated contracts 
from a customer. As a consequence, concentrations of credit risk are limited. Allowance for doubtful debts was $25 and $59 as of 
December 31, 2008 and 2009, respectively.

15.  Commitments and Contingencies

 (a)  Commitments

  Our contractual obligations, including capital expenditure and future minimum lease payments under non-cancelable operating lease 
arrangements as of December 31, 2009 are summarized below. We do not participate in, or secure financing for, any unconsolidated 
limited purpose entities.



                    

Year ended December 31, 2007  
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15.  Commitments and Contingencies — continued

 (a)  Commitments — continued
     
  Payments (in thousands) due by period  
Contractual Obligation  Total   2010   2011   2012  
Operating leases $ 3,999 $ 1,797  $ 1,582 $ 620
Capital commitment 2,191 2,191   — —
   

 
  

 
  

 
  

 
 

Total $ 6,190 $ 3,988  $ 1,582 $ 620
   

 

  

 

  

 

  

 

 

 (b)  Significant legal proceedings

  There is no significant legal proceeding as of December 31, 2009.

16.  Segment Information
 

  The Company operates in three segments: CECP, TCA and LCDP. The CECP segment is focused on the manufacturing of products such 
as mobile phone accessories, entertainment devices, educational products and optical devices. The TCA segment is focused on 
subassemblies and components such as LCD modules for telecommunication products, radio frequency modules, digital audio broadcast 
modules, FPC subassemblies, FPC board, and front light panels and back light panels for handheld video game devices. The LCDP 
segment is focused on the manufacturing of LCD panels and LCD modules for various electronic appliances. These segments are 
operated and managed as strategic business units. The chief operating decision maker evaluates the net income of each segment in 
assessing performance and allocating resources between segments.

 

  The following table provides operating financial information for the three reportable segments.

      
  CECP  TCA  LCDP  Corporate  Total
Net sales — third parties  $ 283,757 $ 413,198 $ 83,867  $ — $ 780,822
Cost of sales  (234,729) (384,443) (74,632)   — (693,804)
           

Gross profit   49,028   28,755   9,235   —   87,018 
General and administrative expenses *  (12,422) (8,805) (4,640)   (4,119) (29,986)
Selling expenses *  (2,847) (2,026) (1,691)   — (6,564)
Research and development expenses  (4,144) (3,941) (1,713)   — (9,798)
Other income (expenses), net  4,851 561 (121)   (3,072) 2,219
Gain on disposal of marketable securities  43,815 — —   — 43,815
Gain on sales of subsidiaries’ shares  — — —   390 390
Interest income   3,609   1,055   30   4,469   9,163 
Interest expense  (24) — (452)   24 (452)
  

         

Income (loss) before income taxes  81,866 15,599 648   (2,308) 95,805
Income taxes  (5,655) 350 1,275   — (4,030)
           

Consolidated net income (loss)  76,211 15,949 1,923   (2,308) 91,775
Net income attributable to noncontrolling interests  (21,693) — (458)   (121) (22,272)
           

Net income (loss) attributable to Nam Tai shareholders $ 54,518  $ 15,949  $ 1,465  $(2,429)  $ 69,503 
  

 



                    

Year ended December 31, 2008  

Year ended December 31, 2009  
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16.  Segment Information-continued

     
  CECP  TCA  LCDP  Corporate  Total
Net sales — third parties $ 271,365 $ 274,953 $ 76,534  $ — $ 622,852
Cost of sales (221,402) (259,345) (71,427)   — (552,174)
           

Gross profit 49,963 15,608 5,107   — 70,678
General and administrative expenses * (10,813) (9,450) (5,133)   (3,716) (29,112)
Selling expenses * (3,735) (1,534) (1,676)   — (6,945)
Research and development expenses (5,496) (3,780) (1,614)   — (10,890)
Impairment loss on goodwill — — (17,345)   — (17,345)
Other income (expenses), net   4,429   821   (155)   1,333   6,428 
Gain on sales of subsidiaries’ shares — — —   20,206 20,206
Interest income 2,801 785 179   2,517 6,282
Interest expense — — (356)   — (356)
           

Income (loss) before income taxes   37,149   2,450   (20,993)   20,340   38,946 
Income taxes (4,278) 1,221 180   — (2,877)
  

         

Consolidated net income (loss) 32,871 3,671 (20,813)   20,340 36,069
Net (income) loss attributable to noncontrolling interests (5,512) — 78   — (5,434)
   

Net income (loss) attributable to Nam Tai shareholders $ 27,359 $ 3,671 $(20,735)  $20,340 $ 30,635
  

 

                     
  CECP TCA LCDP  Corporate Total
Net sales — third parties  $116,063  $ 222,959  $ 69,115  $ —  $ 408,137 
Cost of sales  (94,806) (210,385) (62,626)   — (367,817)
  

 

Gross profit   21,257   12,574   6,489   —   40,320 
General and administrative expenses  (7,155) (12,775) (4,310)   (4,153) (28,393)
Selling expenses  (2,018) (1,784) (1,464)   — (5,266)
Research and development expenses  (3,286) (2,152) (835)   — (6,273)
Other income (expenses), net  78 213 49   (596) (256)
Interest income  476 68 10   264 818
Interest expense  — — (202)   — (202)
  

 

Income (loss) before income taxes  9,352 (3,856) (263)   (4,485) 748
Income taxes  (2,683) 743 657   — (1,283)
  

 

Consolidated net income (loss)  6,669 (3,113) 394   (4,485) (535)
Net loss attributable to noncontrolling interests  41 969 1,177   — 2,187
  

 

Net income (loss) attributable to Nam Tai 
shareholders  $ 6,710 $ (2,144) $ 1,571  $(4,485) $ 1,652

   

 

*  The 2009 presentation shows general and administrative expenses and selling expenses as separate line items, whereas the 
Company’s consolidated statements of income for 2007 and 2008, as originally published, combined general and administrative 
expenses and selling expenses as a single line item labeled “Selling, general and administrative expenses.” Selling, general and 
administrative expenses for 2007 and 2008 have been presented separately in the segment information to conform to the 2009 
presentation.
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  CECP  TCA  LCDP  Corporate  Total
Depreciation and amortization  $ 6,815 $ 10,453 $ 4,230  $ 3 $ 21,501
Capital expenditures  $ 5,609 $ 4,996 $ 4,568  $ 94 $ 15,267
Total assets  $212,098 $150,963 $64,628  $117,129 $544,818

      
  CECP  TCA  LCDP  Corporate  Total
Depreciation and amortization  $ 6,846 $ 10,558 $ 4,800  $ 4 $ 22,208
Capital expenditures  $ 1,894 $ 39,501 $ 4,040  $ — $ 45,435
Total assets  $189,889 $164,516 $42,977  $116,679 $514,061

      
  CECP  TCA  LCDP  Corporate  Total
Depreciation and amortization  $ 6,516 $ 10,430 $ 6,167  $ 3 $ 23,116
Capital expenditure  $ 176  $ 24,335  $ 471  $ —  $ 24,982 
Total assets  $112,058 $141,734 $42,153  $107,979 $403,924

  There were no material inter-segment sales for the years ended December 31, 2007, 2008 and 2009.
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16.  Segment Information — continued

  A summary sets forth the percentage of net sales of each of the Company’s product lines of each segment for the years ended 
December 31, 2007, 2008 and 2009, is as follows:
     
Year ended December 31,  2007  2008  2009 
   

Product line     
      
CECP:     

- Assembling     
- Consumer electronics and communication products 36%  44% 28%

   

TCA 53%  44% 55%
   

LCDP:     
- Parts and components     

- LCD products 11%  12% 17%
   

  100%  100% 100%
  

 

  A summary of net sales, net income (loss) attributable to Nam Tai shareholders and long-lived assets by geographic areas is as follows:
 

  By geographical area:
     
Year ended December 31,  2007  2008  2009
       

Net sales from operations within:     
- PRC, excluding Hong Kong and Macao:     

Unaffiliated customers $780,822  $622,852 $408,137
Intercompany sales 253   141 19

       

  781,075   622,993 408,156
  

     

- Intercompany eliminations (253)   (141) (19)
       

Total net sales $780,822  $622,852 $408,137
  

     

Net income (loss) attributable to Nam Tai shareholders within:     
- PRC, excluding Hong Kong and Macao  $ 52,338  $ (4,542)  $ 5,533 
- Hong Kong, Macao and other jurisdictions  17,165   35,177 (3,881)

  
     

Total net income attributable to Nam Tai shareholders $ 69,503  $ 30,635 $ 1,652
       

     
Year ended December 31,  2007  2008  2009
 

 
     

Net sales to customers by geographical area:     
- Hong Kong $255,569  $226,020 $116,254
- Europe 128,800   136,888 47,577
- United States   113,352   108,150   41,147 
- PRC (excluding Hong Kong) 169,395   86,968 43,300
- Japan 20,827   11,623 140,923
- North America (excluding United States) 11,328   15,775 762
- Korea 34,731   9,411 1,503
- Other 46,820   28,017 16,671

   

Total net sales $780,822  $622,852 $408,137
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16.  Segment Information — continued
     
As of December 31,  2007  2008  2009 
 

 
     

Long-lived assets by geographical area:     
- PRC, excluding Hong Kong and Macao  $98,441  $121,475  $121,286 
- Hong Kong and Macao 158   185 120

  
     

Total long-lived assets $98,599  $121,660 $121,406
  

 

  Intercompany sales arise from the transfer of finished goods between subsidiaries operating in different areas. These sales are generally at 
prices consistent with what the Company would charge third parties for similar goods.

 

  The Company’s sales to customers which accounted for 10% or more of its sales are as follows:
     
Year ended December 31,  2007  2008  2009 
       

A  $157,891  $ 95,508  $ 72,922 
B 123,858   102,894 94,015
C 84,555   N/A N/A
D N/A   95,911 41,559
E N/A   65,269 N/A
F N/A   N/A 49,770
       

  $366,304  $359,582 $258,266
  

     

17.  Employee severance benefits

  As a result of the global economic crisis, the Company suffered serious difficulties in production and business operations during 2009, 
and reduced the headcount in the operating subsidiaries by approximately 1,900 from 7,104 at December 31, 2008. The employee 
severance benefits in 2009 amounted to $5,058 (2007 and 2008: nil), and it was recorded as general and administrative expenses. The 
employee severance benefits by segment were as follows:
 
  2009 
Expenses incurred by segment: 

CECP  $ 1,698 
TCA 2,101
LCDP 1,259

   
 
 

  $ 5,058
   

 

 

 
  2009 
Provision for employee severance benefits: 
Balance at January 1, 2009  $ — 
Provision for the year 5,058
Payments during the year (4,079)
   

 
 

Balance at December 31, 2009 $ 979
   

 

 

18.  Subsequent event

 The Company has applied to the Chinese government (i) to merge Jetup into Zastron Shenzhen and (ii) to merge Wuxi Zastron Tech into 
Wuxi Zastron Flex. Upon completion of these mergers, which the Company expects to be completed in the first half of 2010, Jetup and 
Wuxi Zastron Tech will cease to exist, and their assets, liabilities and operations will be transferred to Zastron Shenzhen and Wuxi 
Zastron Flex, respectively.
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 Year ended December 31,
  2007  2008  2009 
 

General and administrative expenses* $ (4,115)  $ (2,834) $ (2,936)
Other (expense) income, net (3,078)   1,328 (626)
Gain on sales of subsidiaries’ shares 390   20,206 —
Interest income on loan to a subsidiary —   12,146 11,134
Interest income 4,493   2,517 263
  

     

(Loss) income before income taxes (2,310)   33,363 7,835
Income taxes —   — —
       

(Loss) income before share of net profits (losses) of subsidiaries, net of taxes (2,310)   33,363 7,835
Share of net profits (losses) of subsidiaries, net of taxes 71,813   (2,728) (6,183)
  

     

Net income attributable to Nam Tai shareholders $ 69,503  $ 30,635 $ 1,652
  

     

 

*  Amount of share-based compensation expense included in general and administrative 
expenses $ 268  $ 290 $ 67
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  December 31,
  2008  2009 
     

ASSETS    
Current assets:    

Cash and cash equivalents  $107,668 $ 91,398
Fixed deposits maturing over three months   — 12,903
Prepaid expenses and other receivables   309 —
Loan to a subsidiary — current   51,906   51,906 
Amounts due from subsidiaries   12,990 11,134

  
   

Total current assets   172,873 167,341
     
Equipments, net   3   1 
Loan to a subsidiary — non-current   259,525 233,573
Investments in subsidiaries   (96,928) (57,247)
  

   

Total assets  $335,473 $343,668
  

 

     
LIABILITIES AND SHAREHOLDERS’ EQUITY    
Current liabilities:    

Accrued expenses and other payables  $ 3,355  $ 2,576 
Dividend payable   9,857 —
Amounts due to subsidiaries   — 14,682

  
   

Total liabilities   13,212 17,258
  

   

     
Shareholders’ equity:    

Common shares ($0.01 par value — authorized 200,000,000 shares, issued 44,803,735 shares as at 
December 31, 2008 and 2009)   448 448

Additional paid-in capital   282,767 285,264
Retained earnings   39,054   40,706 
Accumulated other comprehensive loss   (8) (8)

  
   

Total shareholders’ equity   322,261 326,410
     

Total liabilities and shareholders’ equity  $335,473 $343,668
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                      Accumulated        
  Common   Common  Reinstatement  Additional       Other   Total     
  Shares   Shares   of Redeemed   Paid-in   Retained   Comprehensive  Shareholders’  Comprehensive 
  Outstanding   Amount   Shares   Captial   Earnings   Income (Loss)   Equity   Income  
                 

Balance at January 1, 2007   43,786,586  $ 438  $ 17,159  $264,393  $ 25,030  $ 10,074  $ 317,094     
Equity-settled share-based 

payment   —  —   — 268 — —   268
Reinstatement of redeemed 

shares   1,017,149  10   (17,159) 17,149 — —   —
Net income   —  —   — — 69,503 —   69,503 $ 69,503
Share of subsidiaries’ 

equity transactions:                                 
Equity settled share-

based payment   —  —   — 85 — —   85
Reserve shared by 

noncontrolling 
interests   —  —   — — (9,052) —   (9,052) (9,052)

Unrealized gain of 
marketable securities   —   —   —   —   —   17,451   17,451   17,451 

Disposal of marketable 
securities   —  —   — — — (27,381)  (27,381) (27,381)

Foreign currency 
translation   —  —   — — — (152)  (152) (152)

                                 

Comprehensive income              $ 50,369
                               

 

 

Cash dividends ($0.84 per 
share)   —   —   —   —   (37,635)  —   (37,635)    

  
             

    

Balance at December 31, 
2007   44,803,735 $ 448  $ — $281,895 $ 47,846 $ (8) $ 330,181

Equity-settled share-based 
payment   —   —   —   290   —   —   290     

Repurchase of share 
options   —  —   — (68) — —   (68)

Net income   —  —   — — 30,635 —   30,635 $ 30,635
Share of subsidiaries’ 

equity transactions:            
Equity settled share-

based payment   —   —   —   650   —   —   650     
                               

 
 

Comprehensive income              $ 30,635
                               

 

 

Cash dividends ($0.88 per 
share)   —  —   — — (39,427) —   (39,427)

                   

Balance at December 31, 
2008   44,803,735 $ 448  $ — $282,767 $ 39,054 $ (8) $ 322,261

Equity-settled share-based 
payment   —  —   — 67 — —   67

Acquisition of subsidiaries’ 
share   —  —   — 2,430 — —   2,430

Net income   —  —   — — 1,652 —   1,652 $ 1,652
                               

 
 

Comprehensive income              $ 1,652
    

 

 

Balance at December 31, 
2009   44,803,735 $ 448  $ — $285,264 $ 40,706 $ (8) $ 326,410
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 Year ended December 31,
  2007  2008  2009 
 

Cash flows from operating activities:     
Net income attributable to Nam Tai shareholders $ 69,503  $ 30,635 $ 1,652

      
Adjustments to reconcile net income attributable to Nam Tai shareholders to net cash 

provided by operating activities:     
Share of net (profits) losses of subsidiaries, net of taxes   (71,813)   2,728   6,183 
Dividend income from subsidiaries 17,116   26,446 —
Gain on disposal of subsidiaries (390)   (20,206) —
Depreciation 1   1 2
Dividend withheld —   (305) —
Share-based compensation expenses 268   290 67

Changes in current assets and liabilities:     
Decrease (increase) in prepaid expenses and other receivables   978   (298)  309 
Increase (decrease) in accrued expenses and other payables 613   173 (779)

  
     

Net cash provided by operating activities $ 16,276  $ 39,464 $ 7,434
       

      
Cash flows from investing activities:     

Proceeds on disposal of subsidiaries’ shares 49,002   50,024 —
Increase in fixed deposits maturing over three months —   — (12,903)
Acquisition of subsidiaries’ shares (62,755)   (2,906) (43,434)
(Increase) decrease in amounts due from subsidiaries   —   (12,946)  1,856 
Purchase of equipment (3)   — —
(Increase) decrease in other assets (25)   264 —

  
     

Net cash (used in) provided by investing activities $ (13,781)  $ 34,436 $ (54,481)
       

      
Cash flows from financing activities:     

(Decrease) increase in amounts due to subsidiaries (1,313)   (1,439) 14,682
Proceeds from loan to a subsidiary —   — 25,952
Payment for repurchase of share options —   (68) —
Dividend paid   (44,765)   (38,774)  (9,857)

  
     

Net cash (used in) provided by financing activities $ (46,078)  $ (40,281) $ 30,777
       

      
Net (decrease) increase in cash and cash equivalents (43,583)   33,619 (16,270)
Cash and cash equivalents at beginning of year 117,632   74,049 107,668
  

     

Cash and cash equivalents at end of year $ 74,049  $107,668 $ 91,398
  

     



                    

SCHEDULE 1  
NAM TAI ELECTRONICS, INC.  
NOTE TO SCHEDULE 1  

(in thousands of US dollars)  

Schedule 1 has been provided pursuant to the requirements of Rule 12-04(a) and 4-08(e)(3) of Regulation S-X, which require condensed 
financial information as to financial position, changes in financial position and results and operations of a parent company as of the same dates 
and for the same periods for which audited consolidated financial statements have been presented when the restricted net assets of the 
consolidated and unconsolidated subsidiaries together exceed 25 percent of consolidated net assets as of end of the most recently completed 
fiscal year. As of December 31, 2009, $270,548 of the restricted capital and reserves are not available for distribution, and as such, the 
condensed financial information of the Company has been presented for the years ended December 31, 2007, 2008 and 2009.  

During the years ended December 31, 2007, 2008 and 2009, cash dividends of approximately $17,116, $26,446 and nil, respectively, were 
declared and paid by subsidiaries of the Company.  
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Exhibit No. Exhibit

1.1  
 

Memorandum and Articles of Association, as amended on June 26, 2003 (incorporated by reference to Exhibit 1.1 to the registrant’s 
Form 8-A/A filed with the SEC on December 13, 2007).

    
4.1  

 
2006 Stock Option Plan of Nam Tai Electronics, Inc adopted February 10, 2006 and approved on June 9, 2006 (incorporated by 
reference to Exhibit A attached to Exhibit 99.1 of the Form 6-K furnished to the SEC on May 15, 2006).

    
4.2  

 
Amendment to 2006 Stock Option Plan (incorporated by reference to Exhibit 4.1.1 to the Company’s Registration Statement on 
Form S-8 File No. 333-136653 included with the Company Form 6-K furnished to the SEC on November 13, 2006).

    
4.3  

 
Amended 2001 Option Plan dated July 30, 2004 (incorporated by reference to Exhibit 4.18 to the Company’s Form 20-F for the 
year ended December 31, 2004 filed with the SEC on March 15, 2005).

    
4.4  

 
Amendment to 2001 Stock Option Plan (incorporated by reference to Exhibit 4.1.1 to the Company’s Registration Statement. on 
Form S-8 File No. File No. 333-76940 included with Company’s Form 6-K furnished to the SEC on November 13, 2006). 

    
4.5  

 

Agreement dated March 28, 2008 between Nam Tai subsidiary, Wuxi Zastron Precision-Flex Co. Ltd. (formerly known as Zastron 
Precision-Flex (Wuxi) Co. Ltd.) and Yixing Building Engineering & Installation Co. Ltd. for the engagement of Yixing Building 
Engineering & Installation Co. Ltd. as the main contractor of civil works in relation to the facility in Wuxi (incorporated by 
reference to Exhibit 4.52 to the Company’s Form 20-F for the year ended December 31, 2008 filed with the SEC on March 13, 
2009)*

    
4.6  

 

Supplemental Loan Agreement dated April 3, 2008 between Nam Tai’s two subsidiaries, Zastron Precision —Tech Limited and 
Zastron Electronic (Shenzhen) Co. Ltd extending the repayment term for a loan of $18,660,000 granted from Zastron Precision-
Tech Limited to Zastron Electronic (Shenzhen) Co. Ltd. (incorporated by reference to Exhibit 4.53 to the Company’s Form 20-F for 
the year ended December 31, 2008 filed with the SEC on March 13, 2009)

    
4.7  

 

Banking Facilities Letter dated June 2, 2008 to Nam Tai’s subsidiary, Nam Tai Electronic & Electrical Products Limited from 
Hongkong and Shanghai Banking Corporation Limited (incorporated by reference to Exhibit 4.54 to the Company’s Form 20-F for 
the year ended December 31, 2008 filed with the SEC on March 13, 2009).

    
4.8  

 

Banking Facilities Letter dated July 7, 2008 to Nam Tai’s subsidiary, Zastron Electronic (Shenzhen) Co. Ltd. from HSBC Bank 
(China) Company Limited (incorporated by reference to Exhibit 4.55 to the Company’s Form 20-F for the year ended December 31, 
2008 filed with the SEC on March 13, 2009).

    
4.9  

 

Guarantee dated July 7, 2008 from Nam Tai’s subsidiary, Namtai Electronic and Electrical Products Limited to HSBC Bank (China) 
Company Limited (incorporated by reference to Exhibit 4.56 to the Company’s Form 20-F for the year ended December 31, 2008 
filed with the SEC on March 13, 2009).

    
4.10  

 

Supplemental Agreement dated July 10, 2008 between Nam Tai subsidiary, Wuxi Zastron Precision-Flex Co. Ltd. (formerly known 
as Zastron Precision-Flex (Wuxi) Co. Ltd.) and Yixing Building Engineering & Installation Co. Ltd. for the engagement of Yixing 
Building Engineering & Installation Co. Ltd. as the main contractor of mechanical and electrical works in relation to the facility in 
Wuxi (incorporated by reference to Exhibit 4.57 to the Company’s Form 20-F for the year ended December 31, 2008 filed with the 
SEC on March 13, 2009).

    
4.11  

 

Novation Agreement dated August 8, 2008 between Nam Tai’s two subsidiaries, Nam Tai Electronic & Electrical Products Limited 
and Zastron Precision-Tech Limited, on the one hand, and Parsons Brinckerhoff (Asia) Limited, on the other (incorporated by 
reference to Exhibit 4.58 to the Company’s Form 20-F for the year ended December 31, 2008 filed with the SEC on March 13, 
2009).

    
4.12  

 

Banking Facilities Letter dated August 11, 2008 to Nam Tai’s subsidiary, Namtai Electronic (Shenzhen) Co. Ltd. from HSBC Bank 
(China) Company Limited for Namtai Electronic (Shenzhen) Co., Ltd. (incorporated by reference to Exhibit 4.59 to the Company’s 
Form 20-F for the year ended December 31, 2008 filed with the SEC on March 13, 2009).

    
4.13  

 

Banking Facilities Letter dated August 11, 2008 to Nam Tai’s subsidiary, Jetup Electronic (Shenzhen) Co. Ltd. from HSBC Bank 
(China) Company Limited (incorporated by reference to Exhibit 4.60 to the Company’s Form 20-F for the year ended December 31, 
2008 filed with the SEC on March 13, 2009).

    
4.14  

 

Novation Agreement dated August 13, 2008 between Nam Tai’s two subsidiaries, Nam Tai Electronic & Electrical Products 
Limited and Zastron Precision-Tech Limited and SAP HK Co. Ltd (incorporated by reference to Exhibit 4.61 to the Company’s 
Form 20-F for the year ended December 31, 2008 filed with the SEC on March 13, 2009).



                    

79

   
Exhibit No. Exhibit

4.15  

 

Novation Agreement dated August 13, 2008, Nam Tai Electronic & Electrical Products Limited and Zastron Precision-Tech 
Limited and Hong Kong Productivity Council (incorporated by reference to Exhibit 4.62 to the Company’s Form 20-F for the year 
ended December 31, 2008 filed with the SEC on March 13, 2009).

    
4.16  

 

Banking Facilities Letter dated November 24, 2008 from and China Construction Bank to Nam Tai’s subsidiary, Namtai Electronic 
(Shenzhen) Co. Ltd., (incorporated by reference to Exhibit 4.63 to the Company’s Form 20-F for the year ended December 31, 2008 
filed with the SEC on March 13, 2009).**

    
4.17  

 
Supplemental plant construction contractor’s agreement (electrical engineering) dated July 10, 2009 between Nam Tai Subsidiary, 
Wuxi Zastron Precision-Flex Company Limited, and Yixing Building Engineering & Installation Co. Ltd.**

    
4.18  

 
Banking Facilities Letter dated August 6, 2009, between Nam Tai’s subsidiary, Namtai Electronic (Shenzhen) Company Ltd and 
HSBC Bank (China) Company (renewing the Bank Facilities letter included as Exhibit 4.12 above).

    
8.1   Diagram of Company’s subsidiaries at December 31, 2009. See the diagram on page 22 of this Report.

    
11.1  

 
Code of Ethics (incorporated by reference to Exhibit 14.1 to the Company’s Form 20-F for the year ended December 31, 2004 filed 
with the SEC on March 15, 2005)

    
12.1   Certification pursuant to Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

    
12.2   Certification pursuant to Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

    
13.1  

 
Certification pursuant to Rule 13 a - 14(b) and 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley 
Act of 2002. 

    
15.1   Consent of Independent Registered Public Accounting Firm - Morre Stephens.

    
15.2   Consent of Independent Registered Public Accounting Firm - Deloitte Touche Tohmatsu

    
15.3  

 

Letter of Deloitte Touche Tohmatsu, registrant’s former independent registered public accounting firm, dated April 20, 2009 filed 
pursuant to Item 16F(a)(3) of Form 20-F (incorporated by reference to Exhibit 2 of the Company’s Form 6-K for the month of 
April 2009 furnished to the SEC on April 20, 2009).

 

*  The agreement is written in Chinese and a Summary is provided in accordance with Form 20-F Instructions to Exhibits and Rule 12b-12
(d) under the Exchange Act).

 

**  The agreement is written in Chinese and an English Translation is provided in accordance with Form 20-F Instructions to Exhibits and 
Rule 12b-12(d) under the Exchange Act).
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