On behalf of the Board of Directors (the “Board”), | am pleased to report
the annual results of the Company together with the subsidiaries
(collectively the “Group”) for the year ended 31 December 2006.

FINANCIAL RESULTS

For the year ended 31 December 2006, the Group’s turnover reached
HK$392.4 million, representing 1.1% increase over the previous year.
Overall gross profit increased from approximately HK$76.8 million in the
previous year to approximately HK$79.8 million this year. Profit attributable
to equity holders was approximately HK$1.4 million (2005: HK$13.7
million).

Basic earnings per share for the year ended 31 December 2006 amounted
to HK0.52 cent (2005: HK5.16 cents) per share.

BUSINESS REVIEW

The Group's core businesses including consumer electronic products and
precision parts and components have faced some challenges during the
year 2006. Despite the local electronics sector slowed down during the
year under review, the Group’s total sales turnover of the year under
review has increased slightly from the previous year and has achieved
another new record level since the incorporation of the Company.

The sales turnover of the consumer electronic products segment of our
Group increased by 6.9% from HK$182.3 million of last year to HK$194.9
million this year. As in previous years, the overall growth in sales turnover
resulted from a combination of several factors including sales revenue
generated by new products, increased turnover to certain existing
customers and to the new customers. The sales to the North American
market have been growing. Although the total sales turnover to the North
American market for the year is below the target level, it has increased by
approximately 68% from last year.

The sales turnover of the precision parts and components segment
decreased by 4.0% from HK$205.8 million of last year to HK$197.6 million
this year. The drop in the sales turnover of this segment is partly caused
by the decrease in demand of the local electronics sector. Moreover, during
the year, we have ended certain low end products so as to improve the
gross profit margin of this segment. As a result, the total sales to both
local and the People’s Republic of China (“PRC") market decreased by
HK$25.6 million from last year. However, we have expanded our marketing
activities for the overseas markets and are pleased to report that the sales
to overseas customers increased by 35% from HK$49.6 million last year
to HK$66.9 million this year.

EFRBE

Chairman’s Statement

AAMARZESES (£S5 ) R2AAT
BEMBAT (GBI AEE])BE-TTA
FH-A=t+—B2RFEEE-

B RAE

HE_ZT\F+-_A=+—HIFE KEE
A EEREIE392 400,000 BWEFE L
1.1% ° FEEEEF hEF 476,800,000/ 7T_F+
ERF4979,800,000/8 T M a5 A AR5 7
#7/41,400,000/8 7T (ZZEZH4:13,700,00078
ok

BE-_ZETFE+-_A=1t—HItFE 8K
HABFA0S2BI (ZEZERF:5.16/810)

£ E)

R_ZTRFE ARANRLEBBREET
HERIEE TR E S — PR
ETFTENDBFEERENSR EREER
FANEREEBR LFARM W AA)
AR B ML AR B FTAC 8%

AEENETHERDBERHNEERILMT
6.9% ° HZ=FH1182,300,00058 7T FHEARE
194,900,000/ 7cc —MN{E 4 B L ¥ MEIE R
FEHRNZEREZME BIENERTREE
W kREETHREER B PR EREL
e RALETIBAHEE EEE R -#AILE
MERAFRHREEEXEEL B EKEAE B
MEBREF _EFAHI68%-

BTN R E R ML T4.0% -

BE%205,800,0008 T FHERSE
197,600,000 TCo lh DA SETGHYV S HERE Nk 2
AP EEERANME FITES R 1t
IV AEERAFEATHRERESRHSEE
EBHEFE KIEHE—LEENER-E
LA KR EARLME ([FR]) mHZ
FEESIHE B AT 425,600,000/ 0 A
M ANEEEINEIINTIE 2 HEEE) EEMA
REAREE 2 BINERIEERRILIN T35%MmE
49,600,000/ s8N =5 F #966,900,000
P TTe

—_EENEEER ESERERBIRZ2E



ERRE

Chairman’s Statement

Similar to the previous years, we have been facing with challenges of
escalated production costs in particular the increased workers’ wages
and appreciation of Reminbi. The segmental results of both of the
consumer electronics products and the precision parts and components
for the year 2006 are unsatisfactory. The results of the precision parts
and components segment decreased from HK$22.2 million for the last
year to HK$16.3 million this year. On the other hand, the consumer
electronic products segment enhanced its results by HK$2.8 million but
still incurred a loss of HK$4.6 million for the current year.

The increases in production costs have led to decrease in gross profit
margin of certain existing products. However, we have launched certain
new products with better gross profit margin into the market in the second
half of year 2006. As a result, the overall gross profit margin of the Group
has been improved from 19.8% of last year to 20.3% of the current year.

During the year, we entered into an agreement with a third party for
acquiring the land use right of a piece of land in Qingyuan, the PRC. This
land use right was acquired for a cash consideration of RMB6.4 million.
This piece of land would be used for future expansion of the Group’s
production facilities.

In June 2006, a USA company (the “Complainant”), that filed a patent
infringement complaint against the Company and two of the Company’s
subsidiaries and then subsequently withdrew its complaints in 2005, filed
another patent infringement complaint (the “Complaint”) with the United
States District Court (the “USDC") against the Company and two of the
Company’s subsidiaries on the ground as before. In October 2006, the
Complainant and the Group have agreed to dismiss the Complaint
voluntarily without prejudice (the “Dismissal”). Moreover, it was further
agreed that no further action shall be initiated until the earlier of (a) a
reexamination of the patents is concluded; (b) a reissue patent is issued
or (c) the expiration of eighteen months from the date of the Dismissal.
Subsequent to the year end in 2007, the United States Patent and
Trademark Office has been requested by a subsidiary of the Company
and it has agreed to reexamine the patents that were involved in the
Complaint. In the prior year, the Group has sought legal and licensed
patent counsel’s opinions on the patent infringement as previously claimed
by the Complainant and been advised that the features of the Group’s
weather forecasting products do not infringe the patent rights held by
the Complainant.
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FUTURE PLAN AND PROSPECT

Though the sales turnover for the year under review has not grown
satisfactorily in accordance with our business plan, we strongly believe
that our core businesses has room for expansion. We will continue our
focus on developing our core businesses and explore opportunities to
expand it further.

With the dismissal of the Complaint in the USA, we expect that our sales
of consumer electronic products under the licensed brand “HONEYWELL"
and our own brands to the North American market will further improve.
Moreover, the new products launched in the second half of 2006 have
been well accepted by the market and shipment of these new products
orders have started since the launch dates. Accordingly, we believe that
the results for the consumer electronic product segment will turn around
in year 2007.

The products of the precision electronic parts and components segment
comprise keypads, synthetic rubber, plastics components and parts, and
liquid crystal displays. We have been providing “One Stop Shopping”
solution to our customers of the precision electronic parts and components
segment in a way that they can procure more than one kind of precision
components and parts effectively through us. In order to improve our
services to our customers and hence to develop more business
opportunities, we have planned to streamline and reorganize the group
structure of this segment to meet our mission.

Construction of the new manufacturing facility in Zhongshan, the PRC
has progressed smoothly. The construction costs of the new manufacturing
facility are in line with our plan and the facility will be completed in the
third quarter of 2007. Once the new facility is brought into use after its
completion, the expanded production capacity of the precision parts and
components segment will provide a strong support to our business growth
plan.

Subsequent to the year end in April 2007, the ERP system for the electronic
consumer products segment has been implemented. We have also planned
to implement an ERP system for the electronics parts and components
segment later. With the implementation of the ERP system, our
strengthened resources planning, operational efficiency and cost controls
would enable us to mitigate partly the impact arising from increased
production and operating costs.
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APPRECIATION

I would like to take this opportunity to thank the directors and senior
management of the Group who have expressed their support to the Group.

Moreover, on behalf of the Board, | would like to express my thanks and
gratitude to all our staff for their loyalty and hard work and to our suppliers,
customers and shareholders for their continued support.

Lai Pei Wor
Chairman

Hong Kong, 24 April 2007

K & P International Holdings Limited Annual Report 2006

&l

RAREHEHERHAREZEERSREEA
BHAEEN -

FAE RARKEFS ERAKESEET A
HARTS R BRAA R B B P KRR 2 FHE
SRR AR TR BUA D Rt o

FE
FEIEH

&8 —TTLFMOMA—1+MA



