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FALPEER - Dear Shareholders,

RAMRATRE - BE2IREERIRE T Mk I am pleased to report that Karce International Holdings Company
B RREEEEBFRAB([ARAT] @& Limited (the “Company” which, together with its subsidiaries, (the
FEMB AT FAEREE]) RAEBENR = "Group"”) and the Group achieved a satisfactory result in 2005,
TN FEHEHEEEB 2 EE - despite a challenging operating landscape in the global platform.
REEEE RESULTS OF THE YEAR

BE_ZZERF T _A=1+—BILFE - For the year ended 31 December 2005, the Group recorded a

A EE B ER15 & T 4647,004,0008 7T + B turnover of approximately HK$647,004,000, representing a decrease
ZEETMFE4)774,255,000% 7T T A of approximately 16.4 per cent. as compared with approximately
16.4% ° HK$774,255,000 of the year in 2004.
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In spite of competitive business environment, the Group was able
to improve the overall gross profit margin by approximately 3.6 per
cent. to approximately 19.3 per cent. (2004: approximately 15.7
per cent.).

The net profit attributable to shareholders of the Group was
approximately HK$28,036,000 for the year ended 31 December
2005 (2004: approximately HK$50,246,000).

Basic earnings per share was approximately HK$5.09 cents (2004:
approximately HK$9.69 cents) for the year ended 31 December
2005.

DIVIDEND

In appreciation of shareholders’ support for the Company, the
Directors are pleased to recommend a final dividend of HK1 cent
per share payable on or before 30 June 2006 to shareholders
whose names appear on the register of members of the Company
on 30 May 2006 and is subject to the approval by the shareholders
of the Company at the forthcoming annual general meeting of the
Company.

BUSINESS REVIEW

Year 2005 has been a milestone for the Group. Following the
successful initial public offering of an associate, Ascalade
Communications Inc. (“Ascalade Inc.”, which together with its
subsidiaries, the “Ascalade Group”) on the Toronto Stock Exchange
("TSX"), Ascalade Inc. raised a net proceeds of approximately
US$29,100,000 (equivalent to approximately HK$226,980,000) on
27 June 2005. Ascalade Inc. has developed a core competency for
innovative design and efficient manufacturing of advanced digital
wireless products.

On the other hand, the Group used to own two factories which
were both engaging in the business of manufacturing of conductive
silicon rubber keypads. In January 2005, the Group disposed the
entire equity interest in an indirect wholly owned subsidiary,
Dongguan Tehsutec Electronic Company Limited (“DTEC"), at a
consideration of HK$12,000,000. The gain arising from the disposal
of approximately HK$2,227,000 has been recorded in the year.
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In the first half of 2005, the Group experienced pressure on its
profit margin from cost factors in the Peoples’ Republic of China
(the "PRC") such as wages, electricity, transportation, more
stringent social responsibility standards and the cost of materials. In
view of this, the Group has been changing the product mix to more
premium-grade products in order to achieve greater pricing
flexibility facing of these challenges.

Labour and electricity shortages in the PRC continued to present
problems as the Group’s production capacity is mainly located in the
Guangdong region. Wages and benefits needed to be increased in
order to retain skilled workers. The labour issue remained one of
the main concerns for the Group, compounded by the new
concerns for working, living and safety standards for workers.

The Group will continue to develop and expand its core businesses
while maintaining its healthy financial position. With affirmed
improving economy ahead, the Group is expecting new business
opportunities in the coming year.

FUTURE PLANS AND PROSPECTS

The result of 2005 reflect both the Group’s solid financial
foundation and the strong financial performance of our core
businesses under improved market conditions. The Group’s
established businesses continued to generate strong and growing
cash flow.

The world economy generally improved in 2005, despite rising US
dollar interest rates and a high oil and commodities price
movement. The Directors expect modest continuing improvements
in 2006 under similar conditions with continuous strong growth in
the PRC and Hong Kong, India and elsewhere in Asia. All of the
Group's established businesses are expected to achieve strong
operating performances as well as solid financial performances.

Demand for our core business products has continued to be strong
in the first quarter of this year and we have a full order book for the
balance of the first half of 2006. Sales prices continue to be firm,
although some pressure is appearing at the low end of our product
range. However, it is important to be cautious given the challenges
that the current economic environment is presenting.
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The Group remains optimistic about the long term prospects of our
business and the markets. However, uncertainties on the external
front over global oil prices, interest rates, valuation of the Renminbi
and shortage of electricity and labour, all of these could affect the
manufacturing and trading activity and will continue to impose
pressure on the costs and margins of the Group.

With increasing globalization and greater availability of products in
other markets, the Directors foresee intensified competition among
customers in the region and continue its diversification strategy in
order to expand its new customer base and explore new business
opportunities so as to enhance the growth of turnover.

Sustained by an emphasis on product quality, the Directors believe
that through continuous improvements in production process
design, education and technology infrastructure will help to
distinguish the Group as one of leading manufacturers of consumer
electronic products and components in Asia.

Looking forward, as the printed circuit boards (“PCBs") segment'’s
losses narrowed, the full benefit of the scale the Group has
achieved will be progressively reflected in earning growth, continuous
reduction in debt levels and improvements to the financial profile,
and in solid shareholders’ value creation.

With these encouraging trends and the Group's strong financial
position, the Directors is confident of further improving performance
in the coming financial year as the Group’s growth platform has
been refined and strengthened.
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