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The directors present their annual report and the audited financial
statements for the year ended 31 December 2004.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its subsidiaries and associate are the manufacture of
and trading in electronic products, conductive silicon rubber
keypads, printed circuit boards, and telecommunication products,
respectively.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2004 are
set out in the consolidated income statement on page 51.

The directors recommend the payment of a final dividend of HK1
cent per share to the shareholders whose names appear on the
register of members on 31 May 2005, amounting to a total amount
of approximately HK$5,508,000.

The register of members of the Company will be closed from 24
May 2005 to 31 May 2005, both days inclusive, during which
period no transfer of shares will be registered.

PROPERTY, PLANT AND EQUIPMENT

The Group’s land and buildings were revalued at 31 December
2004, resulting in a revaluation surplus of approximately
HK$17,352,000 and HK$602,000 which has been credited directly
to the asset revaluation reserve and the income statement,
respectively.

During the year, the Group acquired a leasehold land and building
at a cost of approximately HK$11,302,000 and plant, machinery
and moulds at a cost of approximately HK$48,720,000 to expand
its production facilities.

Details of these and other movements during the year in property,
plant and equipment of the Group are set out in Note 12 to the
financial statements.
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RESERVES

Details of movements during the year in the reserves of the Group
and the Company are set out in Note 25 to the financial
statements.

DIRECTORS AND SERVICE CONTRACTS

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

Executive directors:

Mr. Tong Shek Lun (Chairman and Managing Director)
Mr. Li Ka Fai, Fred

Ms. Ko Lai King, Kinny

Ms. Chung Wai Yu, Regina

Non-executive directors:

Mr. Lee Kwok Leung
Mr. Yang Yiu Chong, Ronald Jeffrey

Independent non-executive directors:

Mr. Sun Yaoquan
Mr. Tsao Kwang Yung, Peter
Mr. Goh Gen Cheung

In accordance with the Company’s bye-laws, Mr. Lee Kwok Leung,
Mr. Yang Yiu Chong, Ronald Jeffrey and Mr. Tsao Kwang Yung,
Peter retire and, being eligible, offer themselves for re-election.

Mr. Tong Shek Lun, Mr. Li Ka Fai, Fred, Ms. Ko Lai King, Kinny and
Ms. Chung Wai Yu, Regina have entered into service contracts with
the Company for a period of three years commencing from 1 April
2004 to 31 March 2007.

Other than as disclosed above, no director being proposed for re-
election at the forthcoming annual general meeting has a service
contract with the Group which is not determinable by the Group
within one year without payment of compensation, other than
statutory compensation.

The non-executive directors have been appointed for a term of one
year from 1 January 2005 to 31 December 2005 and are subject to
retirement by rotation in accordance with the Company’s bye-laws.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly and indirectly, subsisted at
the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

The executive directors have confirmed to the Company that they
are not interested in any business apart from the Group’s business,
which competes or is likely to compete, either directly or indirectly,
with the Group’s business.

DIRECTORS’ INTERESTS IN SECURITIES

At 31 December 2004, the interests of the directors and their
associates in the shares and share options of the Company and its
associated corporations, as recorded in the register maintained by
the Company pursuant to Section 352 of the Securities and Futures
Ordinance (Chapter 371 of the Laws of Hong Kong) (“SFO"), or as
otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies, were as follows:

(i)  Ordinary shares of HK$0.1 each of the Company (Long

(=) position)
L N
BEITRA
FHEZ 2B
ZEREE Percentage
Number of of issued
EEnA = E R ordinary share capital of
Name of director Type of interest shares held the Company
[ 5 B St A& NSE L 231,180,000 42%
Mr. Tong Shek Lun Corporate
TEEEE NS S 231,180,000 42%
Mr. Li Ka Fai, Fred Corporate
=EEZt N AR 231,180,000 42%
Ms. Ko Lai King, Kinny Corporate
B A 2+ NSE L 231,180,000 42%
Ms. Chung Wai Yu, Regina Corporate

—EENFEFR
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DIRECTORS’ INTERESTS IN SECURITIES (CONTINUED)

0]

(i)

Ordinary shares of HK$0.1 each of the Company (Long
position) (continued)

The above shares are held by Sapphire Profits Limited, a
substantial shareholder of the Company. Mr. Tong Shek Lun,
Mr. Li Ka Fai, Fred, Ms. Ko Lai King, Kinny and Ms. Chung
Wai Yu, Regina each owns 90.41%, 3.46%, 3.46% and
2.67% of the issued share capital of Sapphire Profits Limited,
respectively.

Share options

Details of the directors’ interests in share options of the
Company are set out in the section headed “Share Option
Schemes” below.

Other than the holdings disclosed above, and in the section
headed “Share Option Schemes” none of the directors and
their associates had any interests or short positions in any
shares, underlying shares or debentures of the Company or
any of its associated corporations at 31 December 2004.
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SHARE OPTION SCHEMES

In accordance with the Company’s share option scheme (the “Old
Share Option Scheme”) which was adopted pursuant to a
resolution passed on 14 February 1998 and which will expire on 13
February 2008, the board of directors of the Company may grant
options to eligible employees, including directors, of the Company
and any of its subsidiaries to subscribe for shares in the Company.

Pursuant to the annual general meeting held by the Company on
29 May 2002, the Old Share Option Scheme was terminated and a
new share option scheme which complied with the amended rules
of Chapter 17 of the Listing Rules (the “Share Option Scheme")
was adopted. Except that no further options may be granted under
the Old Share Option Scheme consequent upon its termination, all
the other provisions of the Old Share Option Scheme will remain in
force so as to give effect to the exercise of all outstanding options
granted under the Old Share Option Scheme prior to 1 September
2001 and all such options will remain valid and exercisable in
accordance with the terms of the Old Share Option Scheme.

No options were granted under the Share Option Scheme during
the year.

Particulars of the Company’s share option schemes are set out in
Note 27 to the financial statements.

Other than the share option schemes disclosed above, at no time
during the year was the Company or any of its subsidiaries a party
to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

—EENFEFR
Annual Report 2004
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2004, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
showed that, other than the interests of certain directors disclosed
under the section headed “Directors’ Interests in Securities” above,
the following shareholders had notified the Company of relevant
interests in the issued share capital of the Company:
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Sapphire Profits Limited
Perfect Treasure Investment Limited
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231,180,000 42%
88,100,000 16%

Other than as disclosed above, the Company has not been notified
of any other relevant interests or short positions in the issued share
capital of the Company as at 31 December 2004.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group's largest and top five suppliers
accounted for approximately 23% and 45% of the Group’s total
purchases, respectively. The Group’s largest and top five customers
accounted for approximately 10% and 34% of the Group’s total
turnover, respectively.

None of the directors, their associates or shareholders which to the
knowledge of the directors owns more than 5% of the Company’s
issued share capital has any interest in any of the Group's five
largest customers or suppliers.
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CONVERTIBLE SECURITIES, WARRANTS OR
SIMILAR RIGHTS

The Company had no outstanding convertible securities, warrants
or other similar rights as at 31 December 2004 and there has been
no exercise of any convertible securities, warrants or similar rights
during the year.

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

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
bye-laws, or the laws of Bermuda, which would oblige the
Company to offer new shares on a pro-rata basis to existing
shareholders.

FINANCIAL ASSISTANCE AND GUARANTEES
GIVEN TO/FOR AFFILIATED COMPANIES

Pursuant to a loan agreement dated 14 August 2002, a loan of an
aggregate amount of US$5,000,000 (equivalent to approximately
HK$39,000,0000) (the “Loan”) was granted by the Group to the
Ascalade Group. As at 31 December 2004, accrued interest in
respect of the loan amounted to approximately HK$261,000.

As at 31 December 2004, advances (the “Advances”) further
granted by the Group to the Ascalade Group for general working
capital purposes amounted to approximately HK$31,723,000. Such
advances are unsecured, bear interest at prime rate as quoted by
the Hongkong and Shanghai Banking Corporation Limited at the
end of each month and have no fixed terms of repayment.

As at 31 December 2004, the guarantees given by the Group to
banks in respect of facilities (mainly in the form of general trade
facilities and finance lease facilities) (the “Guarantees”) which may
be utilised collectively by the Group and the Ascalade Group
amounted to an aggregate amount of approximately
HK$289,800,000. As at 31 December 2004, the Group and the
Ascalade Group had utilised such facilities to the extent of
approximately HK$27,982,000 and approximately HK$101,064,000
respectively.

“ETOFER
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FINANCIAL ASSISTANCE AND GUARANTEES
GIVEN TO/FOR AFFILIATED COMPANIES
(CONTINUED)

As at 31 December 2004, the aggregate amount of the outstanding
Loan and Advances and facilities utilised by the Ascalade Group
under the Guarantees amounted to approximately HK$172,048,000,
which represented approximately 43.6% of the net asset value of
the Group as at 31 December 2004. Particulars of the Loan,
Advances and facilities utilised by the Ascalade Group under the
Guarantees are set out in Notes 15, 18 and 29 to the financial
statements.

The consolidated balance sheet of the Ascalade Group as at 31
December 2004, which included the assets and the liabilities to the
Group, is as follows:

FEIT

HK$°000

ERBEE Non-current assets 216,325
MEVE E Current assets 287,617
MENBEE Current liabilities (196,107)
MENEEFE Net current assets 91,510
ERBBEME Non-current liabilities (158,130)
xR E Shareholders’ funds 149,705

RBEEZFBHNHBIRKMEES -

ZREXEEARAA

Karce International Holdings Company Limited

Details of the Ascalade Group are set out in Note 15 to the financial
statements.
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CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31
December 2004 with the Code of Best Practice as contained in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited.

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the
required standard set out in Appendix 10 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Model Code”). Having made specific enquiry of all
directors, all directors confirmed they have complied with the
required standard set out in the Model Code and the code of
conduct regarding securities transactions by directors adopted by
the Company.

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing Securities
on The Stock Exchange of Hong Kong Limited (“Listing Rules”). The
Company considers all of the independent non-executive Directors
are independent.

On 22 April, 2005, a remuneration committee and a nomination
committee were established by the board of Directors. Each of the
committees comprises three members, the majority of which being
independent non-executive Directors. Each of the committees has
adopted the terms of the reference in line with those set out in
Appendix 14 of the Listing Rules.

EMOLUMENT POLICY

The emolument policy for employees of the Group is set by the
Board of Directors on the basis of their merit, qualifications and
competence.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2004.

—EENFEFR
Annual Report 2004
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